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FOOLHORD

africa's worsening economic conditions in 1880

and dim prospects for 19581

The world economy took a sad turn in 1580, with deteriorating economic prospects and
generally bleak outlock for growth. No continent has been worse hit than the African
region, In the pocrest or least developed African countrics, for instance, peopla, on
the average are worse off in 1980 than they were a2t the beginning of the decade. In
addition te sagging and sluggish cconcmic growth, escalating inflaticn and growing un-
employment and mass poverty, the Afrienn continent continued to face four doevagtating
and debilitating problems in 1520: chronic food dcficits; pernicious drought; the impact
of apparently inexorably rising costs of irported encroay: -nd deteriorating terms of trade
and balance of payments and mounting debis.

The long-term decline in the share of primary commoditics in total world trade
persicted in 1980, with devaleping African countries 2s » group increasing thelr share of
world imports of primary commodities, particularly food. In order to feed its population,
africnan non-ocil-exporting countrics are estimated to bove incurred a staggering food
import bill of $US 6 billion in 1980 alone. With drought in the Sahelian countries
persisting rather than showing any improvemont, and with cgcalating new drought situations
in Eastern and Central Africa, many African countries face imminont coonemic collapse,
particularly in the face of the worseoning food problem.  Yot, according to the MO early
warning systom, the food shortages and generally adverse weather conditions in African
agriculturse will continug in 1981, ~ggravated by the presence of large numbers of refugees
and displaced porsons.

The oil import bill of African non-oil-exporting countriss is ostimated at fU8 7.4
billicn in 1980, or nearly 30 per cent of total export prococds, while the share of oil
in total imports was 25.5 per cent. When the food impert bill is added to the oil import
bill for 1930, the twe itoms, together, account for a total of 5US 13,4 billion or around
53 pexr cent of total export earnines, emphasizing the procariousness of African balances
of payments in 1980. The rvatis would rise ovon further, to 61 ner cent of cxport procseds,
if the estimnted dobt service of 308 2 billion on the cutstanding external public debt
of the non-oll-exporting ~frican develoning countries were taken into considexation.

In addition to escalating import growth and its structural concentration on food and
fuel imports, there was 2 general glackening of export growth in 1980, nccompaniad by
adverse movements in tho termes of trode brought about by the rapid increases in the price
of manufactured and other basic imports. The increase in the cost of imports relative to
export eirnings has seriously impaired the ability of non-—-cil-exportineg Africon countrics
ta import more, foroing them at the same time to resort to short-term borrowing frowm
external markets at high interost rates and on non-concessionary toerme, in order to meet
massive balance of pavments deficits. These deficits, which are likely to widen subston-
tially in the coming decade if nothing 1s done to contain them, will sericusly constrain
further cconomic growth and hald down fixed capital formation on the continent.

Tha growth and balance of payments situaticn of the maior soil-exporting African
countries were of course much bettar, But even here, the devastating sarthoucke in Algeria
was o major set-back and source of sconomic dislocaticon from which the Algerisn cconomy
is still to recover, while ths problem of productivity of domestic investment in particular
and the e¢fficient managoment of the economy in general remalns ns strong and urgent as ever
in a number of African cll-exporting countrics.

—_ Y -



On the bright side, there ars o fow Asvelovments on the continent in 1980 which
give cause for optimism and hope for a brighter future. HMost significant among them is
the discovery of oil and other minerals of commercisl significance in several African
countrics. Ghana, the Ivory Coast and the Undted Republic of Camercen started producing
petroleum, while discoveries of exploitable oil and gas deposits woere made in Chad and
the United Republic of Tanzania. In addition, gold has been discovered in large commercial
guantities in Sierra Leono and Ghana.  In spite of these developments, however, african
countries face more then ever before a central challenge in the pressing needs for short-
term adjustment to the encrgy, balance of payments and food situation, and the immediate
prospects for African economic survival and resurgence will depend on policics pursued in
those areas.

also on the bright side was thoe historic 4frican Economic Summit held ot Lages in
April 1980. This Summib was the climax of 2 serios of efforts begun in 1976 by the rember
States under the aegis of ECA to underteke an agonizing reapnraisal of their sconomic
performance since the 1960s, to agree on what fundamental changes in economic volicies
and programmes are reculred both in the light of the rearpraisal and in view of the
changing international economic situation and to work cut measures for achieving an
increasing measuye of natisnal and collective self-reliance. Tho unanimous and enthu-
siastic adoption of the Lagos Plan of Action and the Pinal Ret of Lagos was one of the
brightest things that happened in the economic sphere in Africe in 1980. But as the ECA
Conference of Ministers succinctly put it in its introduction to the draft plan which it
submitted to the Summit, the full implementation of the plan is "the only means by which
the anticipated crisis in the vear 2000 can be averted". After recalling that the
population of africa is expected to increasc from 400 million in 1975 to 827 million in
2000, the ECS Confercence of linisters in the same introduction zo thoe draft plan of action
stressed that Yeven the maiatenance of the existing levels of nmass poverty and unemployment,
not to say their amelioration, wiil c¢all for heroic and concrete offorts to build the
region’s economy on g new bas 1%“

The challenge which therefore faces all African countrics vhether 01}~ex%azt1nq oxr
gil=importing, in 1981 is three-fold,

First is the need to undertake as a matiter of utmosit urgency encrgency neasures Lo
arrest the rapidly Jdeteriorating economic conditions, particularly in the ficlds of energy,
food, droucht and balance of payments. Without such measures, 2 number of the african
economies may collapse in 198). Sccond is the growing imperative of ensuring o better
and more efficiont management of tho African gconomies threugh reduction in waste in
public spending, through improvement in the productivity of investment and through the
creation of socio—~political environment that will lead to a significant roduction in, if
not completely stop, the present drainage of resources f{particularly manpower} from Afrxica
to Western Euraope and Morth jSmerica. Third is the need teo translate the TDoagos Plan of
Action into concrete policies, programmes ond projects in national development plang, to
rake available necessary resources in annual budgets and take 211 other necessary practical
and concrete steps for their implementation, Every member S$tate must begin the implemen-
tation of the Lagos Plan of Nection in carnest,



Unless the African Governments develop a sense of urgency and amergency in 1981
and mobilize their entire resources to meet the challenges posed by the rapidly deterio-
rating social and economic conditions, the very bleak prospects foreseen for Africa in
all globzl economic projections will come to pass. Indeed, to quote once more from the
ECh Conference of Ministers introduction to the draft plan of action, Africa "will have
once more to call upon its inner resources of fortitude, sacrifice and political will
which have enabled it to confront and overcome the forms of volitical colonialism on
which economic colonialism has thrived for centuries" if its economies are to survive
the first half of the 1980s.

Many African countries are today on the verge of economic bankruptcey, while a few
others are 1little better off. Unless African countries make immediate contingency plans,
ancther round of oil price increases in 1981, a fall in the prices of Africa's major export
commodities leading to a further deterioration in the terms of trade and, above all, the
expected failure of the rains in 1981 will spell disaster and ecconomic ruin in 1981,

Though economic collapse may be guite imminent for many African countries, it is not
inevitable. Indeed, it can be averted, provided there is 2 determination on the part of
African Governments to pull themselves up by their own bootstraps in the face of the like~
lihcod that the international ecconopic environment will continue to aggravate Africa's
economi¢ situation. Given Africa'’s vast agricultural and industrial potentialities and
the fact that Africa is one of the least geologleally explored regions, the long~term
prospects for economic development are virtually limitless, provided that the Imminent
danger of economic collapse can be averted not only by drawing up immediately contingency
plans for the next 12-24 months but also by ensuring that they arc implemented with a
single~minded determination.

It may well ke asked why Africa faced during the 1960s and 1%70s, and continues to
face, in the 1980s, a growing crisis. A short answer would be that Lfrica lacks the
know-how and enterprise (much more than the money’? to undertake the exploitation of its
vast resources to serve domestic needs as well as extra-African exports, and has really
not paid enough attention to this lack in the two decades since independence. The African
region cannot esospe the retreat into economic colonialism which now threatens it without
bold and imaginative measures to build up « at national and multinational levels - the
capabilities to develop and exploit these resources itsclf. To ensure that this does not
happen is the task that faces all African Governments and peoples, first and foremost,
and the entire international community. And it is only by facing up to this task that
Africa can realize its long-term economic prospects,

Adebaye Adedeiji
Executive Secretary
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. IWTRCDUCTION AND GENERAL SINMMARY

A, Introduction

.The 1979/1980 Survey of econcmic and social conditions in Africa is published in two
marts. . .Part I consists of two sections. The first gection comprises the introduction and
general summary, followed by cherters on international economic situation during the 18970s.
progress in the implementation of the new international economic order and economie develor-
ment in the ECA region including crowth, demestic savings and fixed capital formatien in
developing Africa; agriculture: mamufacturing: external trade and balance of payments;
resource flows and external debt; and mongtary dovelopments and inflation, The second
section contains a special study of the world encrgy situation in an African perspeetive,
which highlights the developments of oil prices over the last three decades, examines in
depth the dimpact of the rise in oil prices on the world economy and on the non-oil-exportina
developing African’countriss in particular and assesses the present and future energy
position in the internaticnal and African settings. Solutions currently being followed or
propounded are alsc reviewad. )

Part I1 of the Survey covers current economic develcpments and policies in the
individual countries of th> ECA region, mainly emphasizing the decade of the 1970s and the
years 1979 and 1980.

B. The intarpational cconomic situation during the 1970s

The 1970s were marked by a slow-down in rates of growth of real output in the develored
countries, which adversely affected African exports by high rates of inflation and unemploy-
ment, by rises in the pricus of crude oil and imported capital and gonsumer goods, includine
food, by a substantial detorioration in terms of trade, by slow growth of agricultural and
food production, by large fluctuations in export commodity prices and. last but not least
by a massive increase in liguiditv, both domestic and international, which led to instabiliiv
in world and domestic capital markets, The non-oil~exporting developring African countries
were the most seriously affected by these adversce developments ir the world economy. Not
only was the economic cost of adjustment in terms of loss of development momentum considerable,
but the resulting swelling of the number of absolute poor led to a marked increase in social
tengion.

The developed countries were able to adjust toc the adverse conseguences which ensued
for them by taking measures to increoase cfficiency, expanding exports and raising export
prices, curbing imports and, above all, attracting most of the surplus funds of the oil~
exporting developing countries. Devocloping countries on the other hand, particularly the
non-oil-exporting African countries, had to resort to short~term borrowing at high interest
rates from external markets to mect thelr massive balance of paywents deficits. Theso
deficits, which are likely to continue to increase are now sericusly constraining ceonomic
growth and holding down fixad capital formation, thus initiating a downward spiral in the
economic and social development process. 51l indieations point te the fact that substantial
recourses are needed not only to face the irmediate pericd but also to deal with the long~
term problems of adjustment to the exigencies of the now situation.



In the OECD countries, the rate of growth of CDP fell from nearly 5 per cent yearly
in the 19605 o onlv 7.6 per oant in the 1970s. TIndustrial preduction was the most
affected economic sector its annual rate of grovth declining frow ©.7 per cent in the
12605 to only 3.4 per cent in the 1970s. This slowdown was caused by a complex set of
forces including increased enerqgy cogts, lower rates of investment, sn inflationary spiral
with strong wage push pressures and declining arowth. in productivity in some countries,

* Pollowing the gradusl adjustment of Goviet oll prices to world lavels and the
extremely bad weather in 1978/1979%, shortages of manpower and capital ensued, and the
grovth rate of the centrally planned economiss fell in 1979 to an all -time low of 2.7
per cent. :

The developing countries grew at an average annual rate of 5.0 per cent between
1971 and 1980, compared with 5.1 per cent betuwesn 1961 and 1970, Thoro were however wide
disparitics in performanco: while the average growth rate of the oll-exporting countries
was 7.5 par pant. that of the non—oil-exporting developing countries wasz 5.3 per cent.
In Qeveloping Africa, the growth rate of this lattor oroup was less than 4 per cent. %he
least developeﬁ countries stagnated at 3.1 per cent, and for manv of than, esgeclally
those in Afrlca, this has meant a decline in GDP per capita. -

Prices.in the industrialized countries roso hy 8.6 per cent a year on average, between
1971 and 1379, but the ratc rosc to 10 per cent at the beginning of 1980, To combat this
inflation, the Governments of these countries have had to abandon traditional demand
management policics, designed to stimulate growth, for tight fiscal and ronetary policies
which have at least temporarily depressed their cconomics,

-‘The rates of price increases in the developing countries were much more pronounced,
averaging 15.6 per cent a-year between 1973 and 1979, cowpared with 9.3 pér cent betweon
1367 and 1972. The record ¢f the non-oil-exporting developing countries of Africa in this
respect has been disturbing. while the average rate of increase in consumer prices amdunted
to 4.5 per cent yearly between 1967 to 1973, it rosc to 13.4 ner cent yearly between 1973
and 1976 and 15.9 per cent yearly betwecen 1977 and 1978 and soarad further to about 0 por
cent yearly in 1972 and 1980. These high rates of increase in consurmer prices are the
result of high ilmport prices and persistent and growing budaet doficits, coupled, in most
cases, with excessive reliance on bank borrowings, while the sluggish growth of food
production also played an important part by slowing down the growth of manufactures. In
the oil-exporting African countries, the rate of increasc in comsumer prices, which averaged
8 per cent vearly from 19€7 to 197., accelarated sharply 6. some 17 par cent vearly betwaor
1974 and 1977. Thanks to stabilization measures, however, -the average annual rates of
inflation fell significantly to 11 par cent between 1978 and 1930.

The volume of world trade grew at an average annual rate of 6 per cent in the 1670s,
compared with 8 per cent in the preceding decade. In tho developed markot eeonominsf
exports grew at a rate of €.5 per cent in the 1%970s compared with 2.4 per cent in the 1760s.
On the other hand, their import volume grew more slowly, by 5.5 per cent in the 19705 as
against &.5 per cent in the 19608, This adversely affected exports from the developing
countries, which grew in velume terms by only 2.8 per cent in the 1970s as against €.5
per cent in the 1960s, most of the decline coming from lower demand for oil., For developine
Africa as a whole, the volume of exports roce about 2 per cent in 1979 ané by an annual
average of only 3 per cent in the 1970s, compared with 11 per cent in the 1960s,



The total volume of developing countries' imports, on the other hand, increased by
8 per cent in the 197)0s as against 5.6 per cent in the 1960s. This was because of the
vastly increased imports by oll-exporting comuntries whose import velume grew by 13.1 per
cent anhually: imports bv non-oll-exporting countries rose by around 5.9 per cent a year
in the 1970s, or slichtly more slowly than in the previous decade. For developing Africa
as a whole, the volur: of imports decreased by 15 per cont in 1979 and increased by 6.3
per cent vearly during the decade of the seventies compared with 2,8 per cent in the 1960s. .

The share of the developed market economies in world trade fell from 77 ver cent in
1870 to 75 per zent in 1972, Developing countries increased their mutual trade more
rapidly than their total trade, to 25 per cent of the total in 19792 as against 19.3 per
cent in 1970, 1In terms of commodities, the share of oil in world exporis grew from 2.1
per cent in 1970 to around 22 per cent in 1979, while the shares of both non-~oil-primary
commodities and manufactures declined.

Thz current account deficit of non~oil-exporting developing countries of the world
as 2 whole had xisen by 1975 to roughly 44 per cent of their exports, compared to 7 per
cent for developed market cconomices. They therefore sought to decrease the deficit
through import restriction and the promotion of exports. These pelicies have succeeded
to a large extent - by 1978 their current account deficit represented only 28 per cent of
their exports = but at the prics of lesser economic growth than would otherwise have been
feasibles« By 197971980, moreover, ‘the new oil price rise once more nushed up the deficit,
again facing them with difficult financial problems.

The non-oil-exporting African countries registered a deficit on goods and services
of SUS 10.7 billion in 1979, compared with $SUS 10,7 billion in 1978 and 8US 8.7 biilion in
1973, and the deficit is forecast even to bacome larger in 1980 and 1981, Even more
alarming, the oil import bill of African oil-importing countries, which rose from $Us 800
million in 1973 to 3US 4.5 billion in 1979 (20.7 per cent of exports), is expected to reach
UL 7.4 billion in 1980, or ncarly 30 per cent of exports and 5 per cent of GDP. Together
wvith food imports. oil imports account for a total of $US 13.4 billion or around 53 per
cent of total export earnings, emphasizing the precariousness of African balance of
payments in 1980.

The situation thng requires urgent wmrasures if the African oil-importing countries
are to avoid a serious deterioration in the living conditions of their populations. Already,
theilr CDP is expected to rogistor a marked deceleration in 1980, the growth rate going
down to « por cent only after growing by a mere 3.8 per cent in 19792. In the short run,
incrcased aid flows and increased loans at favourable conditions are a vital necessity to
relp these countries adjust to the neow aconomic conditions, while immediate measures are
culled for at the country level to adjust ehergy prices to market levels, restrict imports
and promote exports.
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C. Assesgment of progress in the implementation
of the new international ecconomic ordey

Dissatisfaction with the functioning of the present international cconomic system
led, through the determined pressure of the Group of 77, to the adoption by the General
Assembly at its sixth special session of a Declaration and a Programme of Action on the
Establishment of a New International Economic Order. The new system calls for more
eguitable distribution of wealth and opportunity between the developed and developing
world, egquitable commodity price relations, more co-operation among the developing
countries to achieve self-reliance, and specific arrangements in the fields of energy,
trade, finance, technology, shipping, transnational cprogratzans and the special problems
of the least éevelopeé countries,

Since the adoption of the Declaration in May 1974, there has been limited progress in
its implementation; achievements so far fall far short of the structural reforms that are
required, Among the mogt important obstacles are the current economic difficulties of
the industrialized countries, their unnwillingnesgs to agree to the main demands of the
developing countries and the limited 1evexaqc of the 1atter and the diversity of their
opinions on some major issues.

‘The Conference on Economic Co-operation among Developing Countries (BECDC), {(Mexico
City, 1976) and later the Arusha Programme for Collective Self-reliance (Arusha, 1979)
adopted far-reaching resolutions and worked ocub practical guidelines to promote economic
co~pperation and self-reliance. These resulted in the adoption by UNCTAD in its fifth
session of a resolution calling on the developed countries and international organizations
to assist in the implementation of ECDC. Despite the dissolution of the Fast African
Community, progress towards co-opsrvation in Afrxrics has been significantly advanced
through the cstablishment of ECOWAS and other common institutions.,

On economic co-operation botwesn thoe deviloped, developing and socialist East
European countries, an UNCTAD export group which met in 1977 ‘noted inter alia that to
speed up the process, direct contacts between payments experts in these countries should
be established and supported.

In the field of internaticnal trade and commodity prices, UHCTAD at its fourth
session {(Nairocbi, May 1976) adopted the Integrated Programme for Commodities which
committed the developed and developing countries to enter into multilateral commodity
and price negotiations and provided for the establighment ot a Common Fund to help
stabilize the export earnings of the developing countriss. The Fund's Articles of
Agreement were adopted in May 1880, and its establishment is expected to sbeed up
negotiations on individual commodities. So far, only tea, coffec, cocon and sugar have
been negotiated; the rubber agrecment concluded in October 1979 is vet to be ratified

The Tokyo Round of Multilateral Trade Necgotiations which ended in Zpril 1978 concluded
a package of agreements which constitute 2 new framework for international trade for
years to come, particelarly with rogard to prefercntial treatment progress has also been
made on the future of the Generalized System of Prefcrsnces and rastrictive practices.
There has alse been noticeably increased investment and assistance for food preoducticon
in the developing countries, but negotiations on the establishment of food grain reserves
are still in progress.
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Most of the objectives of the new international economic order on monetary and
financial facilities remain to be achieved. However, some progress has been made on the
financing facilities of IMF most notably the revision of the conditionality applied to
stand-by arvangements, the easing of payments terms under its extended facility and the
establishment of a trust fund to provide concvessionary Lalance of payments assistance to
the developing countries.

¥ith regard to the debt problem, the developed countries agreed in 1378 to improve
the conditions of official debt in favour of the least developed c¢ountries. This led to
the cancellation, or refinancing on highly concessional terms, of official development
assistance debt amounting to more than $US 5 billion. The resource flows to the developing
countries, however, fall far short of the target of 0.7 per cent of the GNP of donor
countries, and the former have thezefore had to resort more and more to the international
money market for hard loans.

At its fifth session, UNCTAD adopted resolution 127 (V) on a Comprehensive New
Programme of Action, in two phases to deal with the problems of the least develcoped
countries: an immediate action programme for 1979-1981 and a substantial new programme of
action For the 19B0s. A United Mations Conference on the least developed countries will
be held in September 1981 in Paris to finalize, adopt and support the latter programme.
Reactions from donor countries s¢ far do not, however, address themselves clearly to
implementing the Immediate Action Programme or elaborating the Substantial Frogramme of
Action for the 1980s. The UNCTAD Preparatory Committes for the conferenceé on the least
developed countries, lamented the slow progress of implementation of thege programmes,
and urged the deoubling of concessionary assistance to these countries by the end of 1981,
It also requested the Governments of the least developed countries to prepare thelr
programmes for the 1980s. 1 March 1981 was tuntatively fixed as the date for submissicon
of these presentations fo- the Conferenca secretarzaﬁ, Review meetings will be held towards
the nlddie af 1981,

Among the pther issues of interest to Africa in connexion with the new order are
engrgy, shipping, transport of technology and the formulation of the code of conduct for
transnational corporations. Little progress has been made on these matters., The World
Bank has been urged to c¢stablish an enorgy affiliate to helrn in the development and
diversification of energy resources in the developing countries, while ¢fforts are alsc
made to finalize draft codes of conduct on shipping, transfer of technolegy and the
behaviour of transnational corporations and thelr treatment by home and host Governments.
The response was encouraging, snd negotiatiens on the romaining issues are continuing.

D. Ecopomic developments in the POA region

1. Growth, domestic savings and fixzed capital formation

According to ECA statistics, GDP in developing Africa as a whole rose by about 5 per
cent at constant prices in 1573, compared with 5.4 per cent and 4.8 per cent in 1877 and
1978 respectively. Over the 1970s GDP grew by 5.0 per cent per anpnum or by half a percen-
tage point more than in the 1960s. Fhowever, the above averages conccal wide differences
in performance between the major oil-exporting and the non-oil-exvorting developina African
countries. The former group grew at an average of 8.1 per cent between 1970 and 1979 as
compared with 6.9 per cent in the 1260s, while the latter stagnated at about 3.8 per cent
growth over the last two decades. With accelerated population growth, per capita income
in the latter group of countzles rose at only 1 per cent and even ZLSS in the least-doveloped
countries. If account is taken of the terms of trade eflaect, the differsnces batween the
major oil-exporting and the non-oil-exporting African countrics widen even further.
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The feormer would then grow by an additional 2.7 per cent, vwhile the lattor would decelerate
by half a percentage point over the 1370s. For developing Africa as a whole the gain in
growth would be about 0.8 per cent in the same period.

Growth performance, although erratic. seems to vary directly with the level of
per capita income in 1970, Developing African countries with per capita income of
$ 300 to under $ 4090, which includes among others the malor oil-exparting ccuntries,
achieved the highest growth,. 5.8 por cent between 1970 and 1979, In contrast, countries
with per capita income of less than § 100 in 1970, comprising the majority of the hard-core
poor countries, registered a mere 2.7 per cenkt growth during this period. In fact, in
six out of nine years their growth rates were below their rates of population growth. The
predizament of the twenty least-developed countries in particular is manifest by the
dismal half percentage peint growth in their per capita income during the 1970s.

There are clear indications that these disparities in growth performance among the
different income groups are widening, despite the slight improvement since 1976 in the
performance of the middle income groups:.

On the subwregional level, torth Afriea and Wost Afriea showed the fastest growth,
with rates of 6.8 per cent and 5.9 per cent respectively over the 1970s, and 2z botter
performance in the second than in the first half of the decade. Thz long droughts and
unfavourable weather conditions, on the other hand, adversely affected ths growth of the
Central and Eastern African subregions, they grew at less than half the rates achieved by
the former two subregions during this period, and there is & tendency for their present
growth rates to decelerats,

Thr fact that tho corpndity nroducing soctors (agriculturo nnd manufacturing)
which constitute o rajor portion of consupptisn, cspeocinlly for tho lowoer
income groups. contributed less than onc-guarter of the 5.2 per cent growth in GDP in
the 1970s has sericus implications for future growth and for the welfare of the peoples
of the continent.

Cne of the healthy Jdevelopments Suring the 19705 is the incroease in the share of
domestic savings in GDP from 18.8 per cent in 1870 to 19,8 por cent in 1979, Although
this increase¢ is marginal the overall ratie for the decade of 17.8 ner cent is certainly
an awesome achilevement compared to the average of 11.9 per cent recorded for the 1980s,
Both major oil=exporting and non-oil-exporting countrics wore able to improve on their
1960 level of propensities to save. However, the stagnation of these ratios for the
latter group at around 0.21 since the carly years of thoe docade seriously impedes their
drive for self-sustained growth particularly those with per capita incomes 27 less than
$ 100. The increase in the propensity to save in the former group remains largely a
question of economic management rather than one of poverty.,

Gross caplital formation increased substantially in Africa as a whole and in every
income or country group. Tts share in CDP in the major oil-exporting countries increased
from 22.5 per cent to 32,3 per cent, and in the nor-olil-cxporting countrices from 16,7
per cent to 19.5 per cent, during the pericd 1570-1979. The oroportion of fixed capital
formation financed from domestic savings is gradually increasing. with the major—oil-
exporting and higher-income countries takine the lzad. Over the last five vears the
former group financed about 42 per cent of their fixed capital formation from domestic
savings, compared with only 19 por cont in the case of the non-cil-exporting countries.

The rescurce gap, although narrowing, is still too high, and Afries thorsfore has to depend
on substantial foreign assistance to boost its develvvment,
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One satisfactory development is the drop in the capitel-output ratio in the non~eil-
exporting countries, from 5.1 in the first half of the 1270s teo 4.6 in the second half,
indicating a better utilization of reseources. This, however, contrasts with the
performance of the major oli-exporting countriss in the sccond half of the decade, which
was presumably due to the noticeably proleonged gestation periods of the type of investmonts
they undertook at that time.

. Another significant development has becn tha improvement in Import clasticities with
respect to GDP in the major oll-exporting countries. Although the non-eolil-expeorting arcup
was not able to reduce their import Llast1c1ty from an almost constant ratio over the 1574
this is still taken to be a healthy feature in view of the increased tempo of capital

formation in many of the countries in this group.

Although there has been some expansion in exports, they are still growing more slowly
than imports, indicating increased balance of payment problems in future, especially for
the non-oil~exporting countries,

ufrzca faces major challenges in the 1980s, especially in the fields of energy, food.
drought, balance of payments and domestie eeonomic management, which if not properly and
promptly attended to might eventually hal¥ economle groweh in the continent and lead to
the economic (and possibly soclal) collapse of many of the poorer countries. Already,
negative growth in per pagita income has been projeeted fer low-inecome Afyica during the
period 19801985, K

2. Agricultufe

The average annual growth rate of agriculturc in Africa was only cbout 1,7 per cent
during the years 1970-1979, according to ECA estimates, and a mere 1.4 per cent according
to the FAC production index. Both figuwes arc well below the 2,4 per cent achieved in the
%96?238 Both sources, moreover, indlcate z substantially lower growth rate in 1279 than
in . ‘

‘ The average annual increasc in food production during 1970-1979, was 1,5 por cent,
compared with 2.7 per cent in thc 1960s. The growth rate durimg the 19%0s was consider-il
lower than the population growth rate of between 2.5 per cent amd 2.8 per cent. Food
production growth zatus in Afriga declined considerably from 3.7 par eent in 1978 to
1.8 per cent in 1975.

The projected growth in demand for the major fcoé cormndities ig estimated at 2 ta ¢
per cent yearly betwecn 1972-1%72 and 1985 and 2 te 7 per cent between 158% and 129G, 7
ever widening gap betweoen food needs and &V11¢ajllitlcz 17111 lead to the laraer iroorts
draining the already scarce foreign exchange rescurces nceded to asgquire the eapital gooc=
necessary to build the productive capacity of national eccusmies,

There are alsc disturbingly wide disparities in porfcrmanee by subregions, In 1779
North Africa's agricultural value added incrensed at constant vrices by a mere 0.1 nor
cent, while that of West Africa rose by 5.1 por cent. East Africa attained z grosth rov
of only 0.8 paxr cent in 1979, compared with 2 per cent for Central Africa, Tor tho 1770-
as a whole, the average annual growth rate in agricultural output was 3.4 par coprt for
North Afrlca and 1.4 per cent for East and Weost Africa. with a negative growth rate ol
0.5 per cant for Central Africa.
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In Bestern Africa, agricultural production, particularly of food and cash crops,
declined almost cverywhere during most of the decade, compelling a number of countries
in the region o import substantial guantities of food. The poer performance of agri-
culture during the past decade has been ascribed to the inadequacy of extension servicos,
the inadeqeate use of agricultural inputs and the absence of a reasonable relationshin
between the prices farmers pay for agricultural inputs and those thev reccive for crons.
The tendency to ketp prices of agricultural products low fnr the benefit of urban pepulae
tions and the high export duties charged on agricultural products, o8 well as droughs,
£floods and pects, are also partly responsible for thoe lag in agricultural productien.

In West nmrlnu; the most apparont causes of the unﬁﬁtlsaactcry parformance of
agriculture inciude labour shortages and the zgeing of the rural populstions as a result
of the migration of wvounger people to the towns, the limited availability of esasily *
cultivable land, the mounting cost of irrvigation and the absunce of well conceived policies
for proliveticon ond marketing.

African agviculiure suffers from the use of ineffective agrioultural toeols. In many
countrics of the region; mechanizatien is hampered by soil and climetic gonditions, coupled
with the probles of poor research and inadeguate.forsign exchange. Animal draught
methodz of oultlivation which, apart from providing a-spurce of milk, meat and manure
reduce heavy physical labour and increase productivity; have recently been developed in
some parts of Africa, byt mniy«&pﬂrgé;caliy and unevenly. Their rapid spread in troyic“l
Africa is restricted by trypancsomiasis. Inecrensed rescarch Pnte the control and cousc
of the disenze and the development of trypanotolerant breeds of cattle are thoroioran
urgently necded.

Lnother axea in which the. region's petential has not been fully exvloited is fisheries
development. Thelr .dispersed naturc and Lreguently 1salated geographlezl position mean
that both river and lake fisheries are ?corly dgveloped, and since many of them arc shared
by several countries, joint subreaicnal schemes need te be formulated for the rational
expleitation and management of fish stocks. Ifforts also need to be made to improve
processzing, rarkecing, gtorage and transportation of quhcrlfg products and to provide
MO txaLﬁwd personnal for operctional and managerizl positions, doveleop infrastructures
and introduacs mave modarn,ﬁ;shing techniques. : -

The main inrust of the eftorts uandoertaken by many countrlﬂs in the region has been
directod tovards 1w%?cmontlng the Resolution and Plan of Action of the World Conference
on Agrardov. Tedazn and Rural Doevelopment. The food proablem remains a basic concern of
natlonal Governments, aad efforts to ensure frod sclf-gufficiency, in beoth cuantitative
and qualitative tﬂrmﬁi are being intensified. Ma any countrics have taken measures to
ratzmnailnu‘lunc‘t@nure systems: in Lesotho, for instonce. the Land Bill of 1979 provides
for ircivesed security of tenure and through its leasing provisions prevides a mecans of
substantially Iepproving the efficiency of land ase.. Tha, Pasmbian Government launched in
1979 an extonclion programme oimed primarily at inereasing the productivity of smell
farmers, and reinforced by the extension of agricultuxal sredic in kind, without collateral,
to village farmers. In Mauritius, vhere the lack of grazing land ig 1 mador constraint o
animal huabapdry, efforts ave under way to produce o fodder substitute from sugar by
products.  In ﬁiger;a,.&He Government is continuing its gfforts to bring modern technology,
both for fishing and for fish preservation and marksting, to the small-scale Tishormen.
and is dnvuiaﬂlug industrial fishing through construction of fishing terminals The
fisheries Industry is also beling vigorously promoted in Saevchelles, in order te roduce the
economy's Gependsore on tourism.  In Sierra Leone, agricultural export taxes wove
substantially roduced in 1978 in order to disocurags smuggling, raise producer prices ond
give farmers omzater incentives to increase production, The curront agricultural programm




emphasizes the development not only of traditional crops but alsc of non-traditional crops,
especially those that are quick-yielding in the shert run. An export credit guarantee and
insuyrance scheme has been sot up to facilitate access to adequate financial rescurces and
provide protection to exporters.

At the regional level, the Reglonal Food Plan for Afrieca, designed to enable the OAU
member States to be self-sufficient in food by 1980, calls for investments totazlling about
$US 27 billion (in 1970 prices) during the plan period. Recently, the Lagos Assombly of
Heads of State and Government of OAD adovted similar recommendations to increase food
production in Africa, and concrete responses are oxpected in the near future. The immediate
aim . should be to reduce Africa’s food imports by 5G per cent by 1985. To attain this goal,
the region's dependence on cther continents for its food needs will have to be reduced, and
the flow of agricultural trade among member countries of the reglon increased, and this
will only be possible if Africe can achieve higher growth rates in agriculture in the 1980s.
Many policies designed to this end are outlined in the Development Strategy for africae for
the Third United Nationsz Development Decade and more concretely in the Lagns Plan of 2ction,
a central feature of which is the expansion of intra~African trade in agricultural products,
including the reduction or slimination of all customs dutics levied by Stoates on intra-
African trade in basic food commoditices. The YAC African Commodity Intelligence Service
is also geared towards strengthening the rogion's capability to hendle increased intra-
African trade in agricultural products and foodstuffs.

3. Manufacturing

For developing Africa as a whole, manufacturing registercd a low rate of incresse of
6.7 per cent in 1979 as compared te 7.5 per cent, 7.2 per cent and 3.2 per cent in 1978,
1977 and 1976 respectively. The average annual rate of growth sccelerated in the second
half of the decade from an average of 5.7 por cent &uring 1975~1975 to an average of 7.5
per cent during 1975~1979, thus recording an annual averag: of 6.5 per cent for the whole
decade which is still less than the growth targoet of 8 per cent sct for the Second United
Mations Development Decade,

These averages, however, conceal wide disparities in performance zmong the African
developing countries classified into major oil-experting and non-oil-exporting countries
and on a subregional basis. Although the growth of manufacturing output in the major
oil-exporting countries . seriously deteriorated in 1979, to only 6.1 per ceént compared to
9 per cent in 1978, 11 per cent in 1977 and 23.3 por cent in 1976, over the decade as a
whole, the major oil-axporting countrics wero able to achicve an average annual rate of
growth of 11.1 per cent, compiared to 3.4 per cent in the non-oil-exporting ccuntries. The
growth of cutput of oil~exporting countries accelerated semewhat in the second half of the
decade to 12.2 per cent compared to 16.4 wer cent in the first half., It is only in 1879
that the non-olil-exporting countries managed to achicve a higher rate of increase than the
oll-exporting countries, 7.5 per cent as against 6.1 per cent,

On the subregional level, West Africa achieved the highest growth rate of manufacturing
output of 8.7 per cent yearly over the decade, followed by North Africa with 7.1 per cent.
The average annual rates in Fastern and Central Africa wora 4.3 per cent and 2 per cent
respectively over the same period. In 1976, thoe growth ratos were 9.6 per cent for North
Africa, 4.1 per cent for Waestern Africa, 4.4 per cent for Eastern Africa and 3.8 per cont
for Central Africa.
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In the 20 African least developed countries with per capita income below 3US 100 per
annum the growth of manufacturing output was a mere 2.9 per cent during the 1970s. For
countries with per capita GDP of 305 100 to 280 it was 4.9 per cent. Thus the rate of
growth has been indeed dismal and the prospects nre bleak in view of these countries' severe
balance of paymsnts problems,

The poor performance of the agricultural sector, tho small size of the domestic
market, lack of capital, shortages of imported raw materials and skilled manpower,
inefficient management, incffective nationzl industrial devslopment and ancillary
gpecializoed institutions, underpricing of industrial products, excessive cost of production,
lack of repair and maintepance facilities, poor processing and fabrication,the small size
of production units, the weak abscrptive capacity and undeveloped infrastructure, and the
development of the technology of synthetics and the protectionist practices of developed
countrics are among the most important constraints on industrial growth in developing
Africa,

To rectify the slow pace of industrislization, African developing countries reosortsd
to various strategies and pclicies during the 1970s. Import substitution industrialization,
aimed at easing balance-of-paymont pressures and providing employment, was pursued virtually
throughout Africa. Some countries have succeeded in creating o sizecble consumer goods
sector, but in others thge effort wags a rolative failure, leading to the cstablishment of
high cost enterprises. In most African countries, import substitution has not produced
the desired offect, as thelr domestic markets are generally small with a low level of
effective demand. Most impori substitution industries therefore have excess capacity and,
due to inefficient managemcnt. shortage of imported raw materials, sparc parts and main-
tenance facilities, are not able to absorbt oncugh of the growing labour force. Morsover,
the price system prevailing in some countries has not sufficiently provided local producers
of raw materials with sufficient inducement to market their products.

Capital goods dimports in most countries rose faster than the growth in GDP in real
terms, as a result of the generous concessions granted to import substitution programmes.
Howcver, import duties has agtrained the balance of payments as a recult of duty~free import
of raw matcerials. This has cncouraged some countries to rely too much on capital intensive
technigques, regaxdless of their ability to adapt teochnology and of thelr comparative
advantage of abundant labour. This has further depressed the uncmployment situation and
has discouraged the development of demestic machine-building industyy.

The development of export-oriented industries, encouraged by incentives and export
premiums, has enabled some African countrics te 2arn additional incomes and foreign exchange,
and in some cases to capture Furopean markets. However, the success of this policy has
been hampered by the development of synthetics technolngy and by Mfrica's shortage of
expertise in production and marketing technicgues. The high rate of protection and the
quota restrictions imposed by developed countries, especizlly on labour-intengive products
of developing countrics, have also censiderably hindersd the growth of exporieorionted
industries, The prohlem lg even more saricus in Jand-loocked countries, with their
axtremely poor infrastructure and exploitation capacity.

Considerable attention has boon poid in some countrics to regicnalization and
localization policies in the 19%70s, in an effort to equalize the rural-urban terms of trade
and alsgo as a means of contributing to the indigenization of industry.
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bespite these various efforts, however, the performance of the manufacturing sector
in non-oil=exporting and least developed African developing countries is indeed far from
gatisfactory. No significant structural change has taken place}the industrial sector,
which remains largely undiversified and dominated by light industries, and manufacturing
is still largely agro-based. Moreover, there is gtill hich concentration of industries
in certain subregions and countries. Thus Africa remains by far the least industrialized
region In the world.

4, Monetary, fiscal and price developments

The average annual rate of increase in money supply rose from 13.6 per cent during
1967-1972 to 25.8 por cent yearly in 1972-1876, and then slowed down to 18.7 per cent in
1976~1979,

Of the 35 countries for which monetary data are available, 33 had an average annual
rate of monetary expansion during 1967-1972 o from 1 to 20 per cent while in the
remaining -two countries the range was 20.1t0 50 per cent. During 1972-197¢, by contrast,
only eight of the 35 countries werc in the 1 to 20 per cent bracket, while 25 werc in the
higher bracket. In 1976-1979, 18 countries were in the 1 to 20 per cent bracket and the
remaining 17 in the 20,1 to 50 per cent bracket,

The major causc of the expansion in money supply during 1967-1272 was the increase in
net foreign assets held in the banking system. The situation changed from 1972 onwards,
reflecting the serious deterieration of the balance of payments of non-oil-expeorting
african developing countries. Net forcign assets rose at the negligible average annual
rate of 3.3 per cent during 1972-1976, and registered a seriocus decline of 22.6 per cent
yearly during 1976-1979.. Obviously. thisg decline has had a deflationary cifect on money
supply. Deficit financing, on the other hand expanded cnormously between 1972 and 1979,
Net claims on the Government rose 2t an average sunual rate of 60.4 per cent in 1972-1976
and 65 per cent in 1976-1979, while bank credit extended to the private sector increased
from an average annual rate of 62.1 per cent in 1967-1972 to 65,6 per cent in 1972-1976 and
80 per cent in 1976-1975. "

The average annual growth of consumer prices in African non-oil-wxporting uevelopzng
countries was modest between 1967 and 1972, on average batwecon 4 and 5 per cent ycarlx,
but rose at an average annual rate of 17 per cent during 1972-197&, in responseé to the
accelerated monetary expansion. GDP in real terms grew during thosc years at an average
anpual rate of 5 per cent, compared to about 5.6 per cent in 1967-1972, From 1976 to 1979,
despite efforts tc:curb inflation which reduced the rates of monetary expansion te some
18.7 per cent, the rate of consumer prices accolerated to nbove 18 per cent as a result of
the slow growth of real output {4.8 per cent vearly), the pocr performance of agriculture,
and the large rise in the prices of imperts.

With consumer prices increasing during the 1970s at an average annual rate of about
5.7 per cent in the industrialized countries, compared to about 15.6 per cent in developing
Africa, the competitive position of African exports vis-a-vis the industrialized countries
deteriorated, thus encouraging imports, discouraging exports and widening balance of
payrents deficits in Africa. Prompted by the worsening of inflation, the Governments of
the industrialized countries have had to abandon traditional demand monagenment poalicies
oriented towards stimulating growth, and rasort te tight fiscal and monetary policies
which have adversely affected African exports to these countries. What is more, the véry



high consumer prices in developing Africa will not only make it extremely difficult to
bulld up domestic savings, but could lead to slower growth, in real terms, of fixed
capital formation. The deterioration in the terms of trade and sharp increases in the
oil and food import bills of the non-oil~exporting developing African countries mean
that far less real resources are now devoted to the import of capital goods. This
diversion will reduce the availabxllty of real roescources to sustain thelr present and
future development momentum.

The wage increases in the public sectors in g number of countries are creating flscal
imbalances. In somc countries, the domestic adjustment cffort needs to be complemented by
an exchange depreciation in order to improve the balance of pavments. As it stands,
however, many African Governments are not yvet convineced of the wisdom of currency depre-
ciation, fearing that such measures might contyibute te accelerating inflationary
tendencies and deterioration in the terms of trade. On the cther hand. a number of them
are attempting to implemont a set of consistent wage, fiscal, monetary and external debt
policies with the objective of increasing domestic savings, reorienting the structure of
demand and containing inflation. %his last obdective is particularly importont, since
restoration of domestic savings and investment incentives, renewal of satisfactory
productivity gains and efficient nllocation of rescurces all require a marked lowering of
inflation rates., To achieve these objectives, fiscal and monetary policies and efforts
to ameliorate economic managenment have to be adjusted accordingly.

5o Resource flows and external debt~

Durlng the 19370s, the total net flow ol resources to davelnplpg ceantries rose at an .
annual averzge rate of 17.1 per cent at current prices from SUS 14.7 billicn in 1970 to
$05 81.7 billicn in 1979. Howeover, in real terms the annual increass averaged only 7 per
cent, which is indeed modest in view of the greatly increased foreign exchange requirements
of these countries ag a result of the serioug detericration in the international situation
over the decade,

An even greater cause for concern is the hardening in the terms of external aid
apparent from its changing composition. In 1970, official development assistance (QDA)
which is largely concesslional, accounted for 44.7 per cent and non-concessional aid for
55,3 per cent, whereas in 1979 the proportions were 36.1 por cent and 63.9 per cent
respectively. This trend was particularly marked in the case of aid provided by the
menbers of the OECD Development Assistance Committes (DACY. While assistance from this
group of countries rose at an annual average rate of 18.7 per cent, from $US 15.6
billion in 1970 to $US 73.2 billicon in 1979, and its ghave in the total net flow of
rescurces to developing countries increased, in 1979 only 30.6 of this aid was concessional,
as compared to 36,5 pexr cent in 1870. The OECD countries as a group slightly exceeded the
target of 1 per cent of GNP in develcpment aid but failled to reach tho target of 0.7
per cont of GNP in the form of ODA.

The total net flow of resocurces from UPEC countries to the develoning world rose from
$US 0.6 billion in 1%70 to $US 9.8 billion in 1975, and then fell to $US 6 billion by
1979. As a percentage of total net flow of resources to the developing countries, this aid
amounted to 3 per cent in 1970, 17.2 per cent in 1975, and 7.3 per cent in 1979, The
concessional portion of OFEC cid which was 66.7 per cent in 1970 and 83.7 per cent in 1975,
fell to 71.7 pex cent in 1979, and like the CECD countries, moreover, the OPEC countries
are tending to harden the terms and conditions of aid. As o share of GNP their aid
averaged about 1,28 per cent in 1979, although in the case of those with higher income
lavels (Kuwalt, Qatar, Saudi Arabia and the United Arab Emirates), the figure was 3.8 per
cent,
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Rocorded net flow o resources to doveloping Afries as o wholo rose from $US 3.1
billion in 1970 to $0S 19 biilien in 1978 {(dats for 1979 not yet available} and Africa's
share in total net resource flows to developing countries as o whole rose from 15.7 per
cent in 1870 to 23,2 per cont in 1978, Siuc slrdcats population is about 14 per
cent.of the total populazion of the developing world its shoare in totazl net flow of
reEources might seem disproportionate. However, africa has the largest number of least
develaﬁed countries with the lowest average per copita income. Morgover, about three
quarters of the net ressurce Slows to doveloping Africa went to noen-oil-exporting countrics.
21d te these countries increased from $US 2.2 billion in 1%70 to 3US 14.2 billion in 1978,
an average annual growth rate of 26.2 per cont st current prices or some 13 por cent at
constant prices., Howewver, the share of bilateral and multilaternl 004 declined, while the
share of other sources, vhich are generally provided on hard terns, increased from 26 per
cent to over 36 per cent in the same period.

The average maturit period of locans fell substantially from 25.2 years in 1970 to
17.3 years in 1878, and ihe grace periocd from 6.6 years to 4.9 vears, while interest ratos
rose from 3.7 per cent bto 6.4 per cent. Likewise, percentage grant element fell {rom 4€
per cent in 1970 to 25 2or cent in 1978 and the percentage grant element of lcans plus
qgrants fell from 34 per cent to 28 per cent,

aAfrica, excluding Noerth ffrica, owed $US 21.1 billion in 1278 as compared with
$US 7.1 killion in 1970, corrvesponding to an average annual increase of 14.6 per cent
yearly, but its share in total indebtedness of the developing world fell from 14 per cent
in 1870 to 8.3 per cent In 1973.

Bilateral and multilateral OBR increased from $U3 6.2 billion in 1970 to 5US 17.8
billion in 1976, an aver:ge annual increase of 19.2 per cent., The 1970 figure represented
zhout 68.4 per cent of the total external indebtedness of developing Africa, althouwsh by
1976 it fell to 59.2 per cent. The percentage share of debt éwed to multilatoral
institutions actually incressed from 11.1 por cent in 1970 to 13.7 pér cent in 1976, so
that the entire decrease in the share of official debt is accounted for by official
hilateral debt, whose shero fell from 57.3 per cont in 1970 o 45,8 par cont in 1976,

For developing Africa as a whole, the external public debt service payments as
percentades oF total exports of goods and non~factor services increased from 6.3 per cent
in 1970 to 9.5 per cent in 1978, meaning that about 2.5 por cent of tho recelipts from
total exports of developirg Africa in 1978 had to be pre-empted to meet debt chargoes.
With the increasing trend of private external rescurce flows on hard terms and slow
expansion of exports, the total debt service of developing Africa must constitute a
significant proportion of exports ard widen the difference between gross and net inflows
of capital.

6. External trade and bzlance of payments

World trade at current prices rose 2t an average annual rate of 20.3 per cent between
1970 and 1972. In volumc terms, howover, the annual rate of expansion was only 5.9 per
cent. In 1979, world tradc grew by 5.3 per cent and 25.6 per cent in quantum and value
terms respectively,
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The average annual v lue of exports and irports of dovasloping Africn increased
respectivaly by over 20 por cent and 20.5 per cent 2 vear betweoen 1970 and 1979, while
exports from developing Africr rese from SUS 47,3 billicon in 1878 to JUS €8.¢ billion in
1979, imports grew from SUS 58.6 billion te $US £9.2 billlion (at current prices) during
theé' same period. The balrnecce of trade showed 2 surplus of $UZ 7.4 hillinn in 1979,
compared to a deficit of U8 11,2 billicu in the provious year. These larger export
earnings in 1979 cap be ascribod mainly to the increased oil prices.

For thé African nonp-cil-exparting countries, export earnings increascd frem 3US 1%.8
billion in 1978 to $US 23,6 billion in 197%., On the other hand, imports, highly constrained
by forelgn exchange shorteges, arounted in 1979 te SUS 21.4 billicn, or slightly less
than the 1978 figure. The trade deficit fell from the record level of $US 11.8 billion
in 1978 £ $US 7.8 billicr in 197¢.

For the major cil-exgpsrting African countries the value of cxports rose from $US 27.5
billion in 1978 to S$US 42.2 billion in 1979, whilc the value of imports increased from .
sUS zﬁ.gfh};iicn to U8 27.7 billion., The large increase in both the oll and food import
bills hHas led to a declire in imports of capital goods and intermediatc goods, and this is
likely to causs loss in growth momentum. This trend, unless rectified will constitute
a serious constraint on ecnomic and socizl development.,

The trade pattern of the Lfrican region continues to be characterized by various
coucentrations. First, cv:r 83.5 par cent of total exports in 1979 were handled by 12
zountries of the region, £ ur of which are oil sxportors. Sccondly, export trade is
concentrated on a relatively small range of primarvy commodities and. thirdly, meost of the
trade is conducted with th. developed market cconomien which, in 1579, accounted for 73.4
per cent of the region's ivports.

As noted in section D.1 zbove, the deficit on goods and services of the non-oil-
exporting countries in Africz is not only large in absclute terms, but censtitutes a high
percentage both of total erports and of total GDP, and incroased substantially in 1979 as
against 1978 and previous yvears. In centrast, ths mejor olleexporting countrics had o
surplus on goods and sarvices of $US 7.4 billion in 1979 compared with a deficit of
$08 4.8 billion in 1978 and $US 1.5 hillicn in 1975,

Although on the world level trade among develeoping countriss has expanded faster
than their total trade, trade within Africa continued Eo he wverv low as o preportion of
the rogion's total trade, and is indeed declining, having fallen from 5.6 per cent of
Africa’s tobal exports in 1975 to 3.8 per cent in 1972,

Various efforts have bteen made during the period under review to reverse this trend.
In Central Africa, the Central Bapnk of Zaire and the Bangque Centrale dos Etots de L'africue
Centrale signed early in 1879 an agreement establishing the Central African Clearing Fousc.
In Eastern and Southern Africa, the Intercovernmental Hegotiating Team on tho proposed
treaty for the establishment of a preferential trnde area for the States of the subragion
has adopted for submission to Govornments a draft treaty which includes a protocel on
clearing and payments arrangements and eleven other protocols. EBfforts are also beina
made to established a development bank for the subregion, ns oalled for by the treaty.
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The Lagos Plan of Action places particuler ermphasis on expanding intra-african trade
through a programme of ecconomic co~cperation among African countries, covering food and
agricultural raw materizls, minerals, industry, transport and communications, science and
technology; manpower davelopment, etc. The Plan also calls for the establishment of
preferential trade areas and the elimination of non-tariff barricrs by tha end of 1984.

7. Trends and structures in social development in Africa

The social situation of African countries in the 1970s can be assessed, and the
prospects for the 1980s analysed, by reference to such medor indicators as health, human
rasources development, urban poverty and housing, the status of women, youth unemployment
and the problems of rofugees and thoe Sisabled.

The overall doctor/population ratio in 1978 in developing Africa was 1:6,500, 25 against
T214,000 in 1970, but wide differences persist among subregions and individual countrics,
and henlth systems in Lfrica typically cater for a small urban elite, stress curative
rather than preventive medicine, and favour capital-intensive techniques with highly
skilled doctors rather than simple clinics with a few doctors and many medical auxiliaries.
However, efforts are being made to change this gsituation. Recent policy statements have
emphasized preventive rather than curative health serviees, and, besides clocan water,
programmes cover sewoerage schemes and vaccination, health education nnd nutritional
awareness campaigns, Nurses and medium-level paramedical staff are now being trained on
a large scale in order to reach the rural areas. Family planning is more widely emphasized,
and infants zand mothers are’ being given increasing esre,

The annual growth in enrclments since 1970 has boon 7,2 per gent for primary
education, %.8 per cent for scecondary education and 11.1 per cent for higher education.
In 1978, according to very yough estimates, there were approximately B0 million primary
school pupils in developing Africa mnd 2 further 5.5 mlllion students nt secondary schools.
There were also about 900,000 in higher education. These statisties, however, cobscurc
the real situation. On average, close to 70 per cent of the adult population in Afriea arc
illiterate, compared to an average of 5 por cent for the more developed regions. More
than 50 per cent of all educational expendirure in Africa, and almost 10 per cent of
governmgntal recurrent expenditure, arc allocated to primary education., Yet education is
often out of tune with the real neceds of society. FPrimary scghools spend wvery little time
giving the students the knowledge, skills and new idens necessary to function efficiently
in their rural environment, and the training usually consists of wecitation and ropetition
rather than thinking and problem-solving, which nre more relevant to post-school life.
Curriculs at both the first and secondary levels are heavily arts-oriented and lack vocational
and technical content, o that children lesve schooel with little or no practical skills,
and _mgre secondary school graduater often join the ranks of the rural or urban unemployed
or underemployed. Finally, most African universitics have been modellad in structure and
content upon older instituticons in the industrialized societies, and Yexcellence® continues
te be measured in terms of international =mcademic standards rather than contributions to
national development.

The problems of urban poverty and housing have come o assume aloaxming proportions.
Rapid urbanization, industrialization and rising living standards in Africa have brought
about 2 number of acute problems such as urban congestion, traffic difficulties, inadequate
housing conditions, inappropriate distribution of infrastructurs and educational fasilities,
health threats like malnutyition, and contaminated water svpply and lack of access to
social services. To alleviate the misery of sguatter scttlements and provide adequate
housing, infrastructurc and employment opportunities would call for mzssiye fgees of capitsl,
both domestic and international, and for planning and relocation programmes extending
bevond the urban areas thomselwves.
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Other #reas requiring urgent action in the social edifice include the active
participation of wormen in the mainstream of economic life, the training of unemployed
youth with skills that would erizhle them to gnoage in productive activities and the
provision of surgleal and cccupational rehabilitation to enable the disabled, displaced
persons and refugees to function adeguately as productive and self-supporting mombers of
scciety. '

2. Demographic trends and policiés

The population of Africo grew from 275 miliion in 1960 to 470 million in 1980, and
is expected to reach 828 million by the year 2000. &s percentages of world population,
these figures represent 9.1 per cent in 1960, 10.6 per cent in 1280, ard 13.4 per cent by
the year 2000. Africa's population grew faster than that of the entire develoning world
during the pericds 1955 to 1960 and 1975 to 1880, and is projected to continue doing so
during the period 1995 tao 2000, 'On the other hand, the rate of urbanization in africs has
been the lowest in the éntire developing 'world, However, there are considerable variaticons
in total population size; asscoclated growth rates and urbanization levels in the different
subregions. B o

The Afgican continent around 1960 had the highest estimated crude birth rate (CBRY,
crude death- rate (CDR}, and infact ‘mortality rate {(IMR) and the lowest life expectancy at
birth in the world. There were donsiderable differences in the components of population
growth in the different subregions, caused in the case of fertility by differences in
traditional attitudes to marriage and birth of children, as well as cultural/environmental
factors affecting the incidence of sterility, sub-fecundity and pregnancy wastage, a life
of hard labour, decline in polygamy, dcclining mortality, nomadism,. the incidence of
marital instability and periodic absence of marriage partners, cte., and in the case of
mortality primarily by the wide scatter of scttlements and the lack of transport and
communication facilities; which impede the development of health services,

As a result of the interplay of fertility and mortality, the population base of Africa
and that of its subregions remained yvoung during the two decades 1960-1580, and will remain
B0 up to the year 2000,  In 1960 -the combined propertion of the population aged 0-14 and
654 was about 46 per cent for all Africa: it incoreased to 48 per cent by 1%80, and by the
yaar 2000 will have declined again only to the 1960 level. The corresponding estimotes
for the world as a whole are 42, 41 and 38 per cent respectively, and for the less
developed nations 45, 43 and 39 per cent respectively.

Associated with this persisting high vouthful character of the African populatien is
a high dependency burden, cestimated for all Africa a2t 87, 92 and B4 in 1960, 1280 and =~
2000 respectively, as against 73, 62 and 6l for the vhole world, and 8l, 76 and 64 for the
developing countries., Up to the end of the present century, therefore, Rfrica will have
an ever-increasing number of mouths to feed in proportion to the hands available to share
in production.

 Policies in African countries focus on reducing mortality and morbidity rates as the
most important goal, on the asgrmption that socio-gconomic changes in the course of
development will ultimately reduce fertility rates, Thoy also ¢nll for integrated rurnl/
urban development schemes to sten the ever-increasing rural/urban drift. A recent study
has revealed that with increasing proportions of the populaticon engaged in urban
industrial employment, there will bs o corresponding decreiase in the doath rate,

: . R -
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A more egalitarian income distribution, along with increased literacy, will alsc contribute
to marked declines in the CDR levels. Since infant mortality is positively and significant-
1y related to the CDR, one of the major tools for effecting further declines in the CDR
levels for these countries is to embark on socio—economic policies that will cause drastic
reductions in infant mortality rates.

a, Transp@%t and communications infrastructure

The Transport and Communications Decade in Africa, vwhich covers the years 1878-19838,
aims at independence, self-reliance and international co~operation among African countries
in all modes of transport and communications. 1Its medor policy objectives are to increase
intra~African trade, improve and enhance the co-ordination of the variocus transport systems,
open up the land~locked countries and isclated regions of Rfrica,-harmonize national
requlations so as to roduce physical and other barriers to the movement of persons and
gocds, and promote African industrvy in the field of transport and communications equipment
and componsnts.,

The ﬁca'programme under this basic strategy covers {a) road transport, (b) water
transport {¢) air transport {(d) railway transport (e} multimodal transport {(f) pipeline
trangport {g) communications including telecommunications, radio, television and postal
services. -

There are very few all-weather roads pexmitting year-round movement of traffic between
Afyican countrices., The infrastructurg is inadeguate and the general conditions of the
network of both paved and unpaved roads in most countries are unsatisfactory, partly
because of the lack of skilled personnel and partly because of limited financial resources.
The programme of road infrastructure is therefore designed to facilitate transit on
existing inteércountry links by simplification of border-crossing formalities, adoption
of bilateral reciprocal arrangements on vehicle movements, adequate maintenance of
infrastructure and the development of appropriate naticnal and multinational training
facilities. - :

About 95 per cent of Africa's international trade is carried by sea,. and up to 97.5
per cent of this is carried by foreign veseels. Africa owns only 0.7 per cent of total
world merchant fleet capacity compared to its share of 13.7 per cent of world maritime
trade traffic in 1975. Non-aAfriczn liner conferences have divided up the continent among
themselves, exercise near-monopoly in fixing freight rates for various products and
unilaterally determine transport conditions without proper consultation with African
shippers and countries. FPurthermore, because of their small size and limited financial
resources, the management of most shipping companies lacks expertise in shipping. During
the Transport and Communications Decade, activities will include: development and
improvement of African ports and their management; special attention to the maritime needs
of the least developed and land~locked countries; sstablishment of regional/subregiconal
maritime training centres; crestion of regional/subregional shipping companies to take
advantage of the economies of scale, etc., encouragement of the development of national/
regional shipping lines and discouragement of open registry practices; adoption of inter—
national maritime conventions negotiated under the auspices of UNCTAD and IMCO; and control
and prevention of marine pellution.
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african air transport represented only 5 per cent and 3.3 per cent of world
international passenger and freight traffie respectively in 1977. At present, the
distribution of air routes in Africa is wvery poor; while most African ceountries are linked
daily to Europe, Asia, the Middle East and North America, thore are very few and irreqular
weockly links between most Africar countries. ILand-locked countriss that have no national
alrliines of their own suffer most from irregular alr connexions. During the transport
and communication decade, the promotion of better use of alr transport facilities and
equipment by African countriecs through traffic and eguinment pooling, including the
establishment of joint training, overhzul and maintenance facilities, the standardization
of training and licensing requirements, the liberalization of traffic rights among African
countries and joint provision and operation of alr navigation facilities are all envisaged,
The fermation of multinationsl airlines, the harmonization of demestic, intra-African
and internaticnal air services and the development of intra-Aifrican air freight and mail
gservices are the other major policy obijectives.

Railway density in Africa is very low. Por a total land area of about 29 million kmz,
there are only 80,706 km of track. The railway network is made up of several short,
independent national systems of various ganges and different technical specifications,
and as a result few of them are inter-connected. What is meore, only 6,500 kn of the
80,706 km of the Afriecan railway network, or 8 per cent, is clectrificed., The activities
planned for improving rallway transport during the Transportation and Communications
Decade include track renewal, reazlignment of routcs to avoid sharp and steep curvatures
and modernization of signalling systems; development of managerial and planning skills
through regiconal training programmes and centres; standardization of eguipment and co-
ordination of regulations and practices; establishment of traffic exchange points between
adjacent railways and interface points with other modes of transport: extension of existing
railways to serve land-locked countries or other remote arcas, as well as to interconnect
with other railwayvs: and construction of a transsAfriecan rallway network, ‘

Cther means of transportation and communizations where improvement is called for
include: inland water transport, pipeline transport, telecommunications, broadeasting
and postal services.

10. The world energy situation in an African perspactive

The vise in the oil prices came at a time in which the international economic climate
is fastly deteriorating. There was accelerating inflation, tighter trade restrictions,
harder assistance terms and by 1973 the alrpady weak Brétton Woods system was in almost
total disarray. This is a periad in vwhich Africa after achieving moderate growth in the .
19608 was actively pursuing its drive to achieve gelf~sustained growth and cconomic trans-
formation. The structural imbalance in the pattern of international trade between CPEC
group and the oil-importing developed zountries on the one hand and between the former
and the non-oil-exporting developing countries on the other and between the latter and
the oil~importing developed countries was further agogravated by the new shift in the
relative commodity prices introduced by the rise in oil prices.

The immediate impact was huge surpluses for OPEC group cumulatively standing at gys2i3l
billicn in 1979 and forecast to rise to $345 billion by the end of 1%80 and which they
cannot readily invest at home beeause of the limited absorptive capacity of their economies.
Conversely, the cil-importing developed countries and the non-oil-exporting developing count-
ries sxpacinlly the develcping African region ended up  with massive balance of payments
deficits, The consemuent real income loss for thesze countries is estimated at some 4 per
cent. of GDR,
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The developed countriesz adijusted fairly guickly through the adoption of a mix of
damand policies, energy conservation, import restriction, borrowing from international
money markets and given their huge financlal resources, technoloaical base and the
possibility of shifting the increased cost of oil imports to their exrnorts these countries
seem to have no long-term adjustment problems. In fact the increased enercy prices have
encouraged the exvloration and development of new sources of anerqgy and energy-saving
technologies in these countries. 7The non-oll—-exporting countries have not, however, been
s¢ privileged. The direct impact of the oil price increases on the non-oil-~exporting
developing African countries has been substantial. Thelr oil import hill rose Trom SUSG. 3
billion in 1973 to an estimated $US7.4 billion in 1980, or as a proprortion of export
proceeds from B.. per cent to 29.2 per cent. YF the food bill {i.e. $U8 6 billion in 1%80)
is added this proportion rises to 53 por cent of exports and to over 60 ner cent if debt
services are included. BAs a consequence the balance of nayments is projected to register
a massive deficit of $US10.1 billion by the end of 1930. Although there has been substan~
tial flow of foreign ald to these countries in recent vears it is still inadecuate to close
the payments gap and is being vrovided at harder terms. African countries have thereforc
been cbliged to draw more and more on their already meagre exchangs resorves to meet theilr
oil import bills.

The adjustment exercise of the non-oil-exnorting developing countries, unlike that
of the developed countries. is sxpected to be 2 long, more complex and more difficult
process as it will reguirs import substitution, expansion of exports in an increasingly
restrictive trade climate as wall as development of alternative sources of energy. The
costs are prohibitive,

Preliminary cstimates based on historical (1960-197€), short-term (1970-1976) trends
and GDP growth target of & por cent per annum show that the rospective oil consumption
requirements of developling Africa would increase to 4.7 million barrels, 5.3 millien
barrels and 5.4 million barrels a day of ¢il ecuivalent by 1290, Tentativoe cost cstimates
show that the investment requirements of additional capacity to reach self-sufficiency
level for all developing Africa over the 1980z would range betweon $US1IE.75 billien and
SUE24 bhillion at constant 1977 prices, or between $US700 million and $USL1.2 billion yearly
at 1980 constant prices for the non-oil-cxporting develoving African countries.

If these countries are to be self-reliant in oil and food and achieve smooth self-
sustained growth enormous resources would be needed not only Lo create energy cavacities,
finance capital formation and import substitution but also to promote exports. That is
definitely beyond the ability of their nationazl economies. Substantial and sustained
long~tern balance of payments support during this period is a basic condition for their
success if not their survival. 7%he international compunity is especially called upon to
be more understanding and forthecoming and the national SGovorrments of these countries
are urged to take appropriate domestic pelicy measures to copc with the situation.
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11, THE INTEDNATIONAL ECONCMIC “SITTUATION DURING THE 19708
INTRODUCTICN

During the 1970s, a number of developments took place in the world sconomy which had
a serious impact on non—oll exvorting African countries. Principal among these were the
slow-down in rates of growth of real output in the developed countries, which adversely
affected African exports: the high rates of inflation and unemployment: the substantial rise
in prices of crude oil and imported capital and consumer goods, including food; the substan~
tial deterioration in terms of trade, particularly of the non-oil-exporting African
developing countries: the slow growth of agricultural and food production; the large fiuc-
tuations in export commodity prices:; and, last but not least, the massive increases in”
licquidity, both domestic and international, which led to instarility in world and domestic
capital markets, The swelling of the number of absclute poor as a result of these develop-
ments led to a marked increase in social tension.

The industrialized countries were able to adjust to the adverse consetuences which
ensued for them, in particular the huge current payments imbalances, by taking measures to
increase efficlency, expanding exports and raising export prices, curbing imports and,
above all, attracting most of the foreign exchange reserves of the oll=-exporting countries.
Developing countries, on the other hand, in particular the non-oll-exporting African
countries, continued to face sorious and increasing balance of payments and food deficits
which absorbed most of their foreign exchange receipts from exports, and were thus
compelled to resort to short-term borrowing at high interest rates from external markets.
These deficits, which are likely to continue to increase for a long time, are now seriously
constraining economic growth and holding down fixed capital formation, thus initiating a
downward spiral in the economic and social development process.

The resulting cconomic cost to the non-oll~exporting African developing countries in
teyms of loss of development momentum and increased external indebtedniess ig thus clearly
considerable, BSubstantial resources are needed not only to face the transitional period,
but also to deal with the long-term problems of adjustment to the ewxigencies cf the new
situation. Ultimately, this adjustment nust take the form of export promotion to compensate
for the loss of foreign exchange resulting from higher import prices of capital and consumer
goods, including o0il and of import substitution, particularly through increased domestic
food production to minimize the rising food import bills. All these require a much higher
level of fixed capital fowmation than hitherto, as well as efforts to increase the
efficlency of capital investment. The difficulties faced by the least developed countries
remained particularly severe throughout the 1970s. As the new decade begins, the formidable
task of adjusting fully to the new economic environment remains the main challenge to the
non-oil-gxporting developing African countries, and to the international community at large.

Economic growth in the main yegions of the world

The rate of growth of GDP in the OECD countrics fell from ncarly 5 per cent yearly in
the 1960s to only 2.5 per cent in the 1970s. Developed market econcmies kept growing at a
high rate until 1973, when they expericnced a two-year recession, followed by a perlod of
adjustment which gave way to a new slump in 1980, Industrial production was the most
affected economic sector, its rate of growth falling from 5.7 per cent per annum in the
1960s to only 3.4 per cent in the 1570s. Apart from the impact of the increased cost of
energy on the highly industrialized econcomiss, such factors as stagnation, inflation and
unemployment, which were already at work, were heightened by the large balance-of-payments
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deficits resulting from oil price increases, Other factors, such as the lower rates of
investment and the related lower growth of research expenditure and productivity, and
higher wage costs leading to higher inflation, also played a part in this relative decline

in economic performance.

Table II-1. GDP‘growth in the main recions of the world

19€1-1870 1971-1980

Developed market economies 5.0 4.0
CECD - 4.8 2.6
Developing countries 5.1 5.6
01l exporting 7.2 7.5
Non~cil exporting &/ 5.3 5.3
Least developed 3.1 3,1
6.7 5.4

Eastern EBEurope

Source: United Nationg Secretariat (World Economic Surveys), OECD Outledk, UNCTAD.

a/ Includes least developed countries.

The centrally-planned econeomies of Eastern Eureope grew at a markedly slower rate in
the 1970s than in the previous decade. This was most evident in 1979, when their growth
rate fell to an unprecedentedly low 2.7 per cent. Among the causes of this slow-down were
the gradual adjustment of Soviet oil prices to world levels, shortages nf manpower and
capitail and various other bottlenecks, as well as chance phenomena such 28 the extremely
bad weather in 1978/1979%, which severely affected agriculture, and also the repercussions
of unfavourable economic trends in other regions of the worid.

Developing countriesz as a whole, including the oil exporting countries, slightly
improved their performance compared with the previrus decade, their annual growth rate
rising to 5.6 per cent in 1971-1980 as acalinst 5.1 per cent in 19611970, but thers worse
large disparities among groups of countries. ©il exporters performed particularly well,
with an average growth rate of 7.5 per cent in the 1970s, since thevy were able te increasc
irvestments by drawing on thelr greatly expanded current account balances. For nen—-oil
exporting developing countries, the over—all rate of growth remained unchanged at 5.3 per
cent; in the cagse of those in Africa, the growth rate was lessz than 4 per cent, but some
countries in East Asia and Latin America were able to improve on their 19260s performance
and even achieve a significant level of industrialization. The least developed countries
stagnated at 2.1 per cent, and for many of them, especizlly those in Africa, this has
meant a net loss in terms of growth per capita. With notable exceptions in Asia and
Latin America, manufacturing industry grew at a reduced rate. The trend of agricultural
production in Africa, where the increase in food production has failed to match povulation
growth, is alsc giving rise to much concern. Faced with hicher energv costs and lower
demand in developed countries, most developing countries have had to rely more and more on
foreign aid to keep their development momentum, thereby increasing their indebtedness.



Inflatien in the developed market economy countrics increased substantially in the-
1970s. ©On the bhasis of consumer prices, the rate of inflation during the precedina decade
had been a relatively modest 3.4 per cent per annum. Retween 1971 and 1979, it went up to
an average of B.6 per cent, rising to 10 per cent at the beginning of 1980. To combat
inflation, the Governments of these countries have had to abandon traditional demand -
management policies oriented towards stimulating growth, and turn to tight fiscal and
monetary policies which have had the drawback of at least temporarily depressing their
aconomnies.

In developing countries, inflation reached even higher levels in the 19%70s, rising on
average from 9.3 per cent a year in 1967-1972 teo 25.7 per cent in 1973~1979. Apart from
ieading to increased socizl tension within countries, such rates of inflation adversely
affected those developing countries which export commodities sublect to wide price
fluctuations.

Trade flows

Because of the large share of developsd market economies in world exports and importe,
their lower economic growth has directly affected world trade. Against an annual increase
in volume of around 8 per cent during the 1960s, world trade grew by only & per cent a
year in the 3970s. The deceleration was particularly strong for developed market cconomics,
their exports growing by 6.5 per cent in the 1970s as against 8.4 per cent in the 1960s,
while import volume grew by 5.5 per cent in the 1970s, as against 9.1 per cent in the 1960s.
The slowdown in the growth of imports in the developed market economies adversely afifccted
exports from the developing countries, which grew in volume terms by only 2.8 pcer cent in
the 1970s, as against 6.5 per cent in the 1960s, most of the decline coming from lower
demand for oil. A few countries in Latin America and East Asia were able to expand thoir
exports of manufactured products at a high rate, and aven to compete on the Turcopean and
North American markets. Regrettably, however, this has set off protectionist reactions:
various measures have been taken by developed countries to restrict impmorts of manufactures
from arcas with lowdr labour costs.

The total volume of develoring countries® imports, ou tae other hand, increased by
8 per cent in the 1270s as against 5.6 per cent in the 196Cs. This was because of the
vastly increased imports by oil-exporting countries whose import volume orew by 13.1 per
cent annually while that of non-oil-uxporting countries rese by around 5.9 rer cent a vear
in the 1970s, i.e. slightly more slowly than in the previcus decade.

nit values increased at average annual rates of more than 13 per cent in the 1870s
as against only 1 per cent in the 1960s. But these price increases were not uniform. The
price of oil underwent several upward revisions, reaching by the end of the decade a levael
of about 16 times or in real terme about five times, the 1970 figurc, Industrinlized
countricg increased the price of thelr manufactured exports at a ratc of about 17 per
cent a year, In contrast, thz performance of primary commodities other than 0il was loss
favourable, and was affected by very large fluctuations. The ond result has been on tho
one hand a Jarge terme of tradé gain for oll exportors; averaging 18 per cent per vear
during the 1970s, and on the cther net losses of 2.1 par cent per vear, on average, for
non-oil-exporting developing countries, and 1.6 per cent por vear for developed market
aconomies. '
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The structure of trade underwent significant chanoes. The share in world trade of
developed market economies fell from 77 per cent in 1970 to 77 rer cent in 18779, while oil
exporters doubled their share from 5 per cent to 10 par cent, the share of non-oil-
exporting developing countries remaining stable at 18 per cent. Developing countyies
increased their mutual trade more rapidly than thelr total frads, to 45 rer cent of the
total in 1979 as against 19.3 per cent in 1870, but the share of developing countries in
the trade in non-oil primary commodities fell. In terms of commodities. the share gf oil
grew from 9.1 per cent in 1279 to arcund Z: per cent of world exiorts in 1979, while the
shares of both non-oil primary commodities and manufactures declined.

Financial developments

The rise of oil pricoes in 1973/1%74 led te massive current acoount deficits in oil-
importing countries, above all the developing cnes which in a2ddition had to face wising
prices of manufactures. The mgnitudes? ths Iroblen is best realized by considering that the
eurrent acgount deficit of non~oll-exporting developing countries had risen by 1975 to
reughly 44 per cent of their exports. compared to 7 per cent for developad market ceonomies.
Since they could not in the long run sustain such deficivs, these countries pursued
policies aimed basically ot decreasing the deficit through import restriction and the
promotion of exports. These policies have succeeded to 3 largs extent -~ by 1978 the
current account deficit of oil importing developing countries represented only 28 per cent
of their exports - but at the price of lesscr sconomic arowth than would otherwise have
been feasible, By 1979/1¢80, moreover, the new oil price rise once more pushed up the
deficit, again presenting difficult financial problems for tho oil-importing develeoping
countries., i

Developing countries were able to borrow during the 1970s hecause some oll-exporting
countries were not immedictely in a position to spend their huge revenues domestically.
Instead, they deposited part in dinternational banks: o1l rovenues could thus bo Yrecycled”,
and used partly to finance oll-importing countries' deficits. At the geme tims, 0ODA funds,
although they increased in resl terms (by 3 per coent a year), did not grow sufficiently to
meet the enlarged financizl needs of developing countrics. As 2 result, the percentaac
of non-concessional flows in the resources made available to developing countries increcsed
sharply. The DAC countries kept ODA funds at 0.33 o035 rer cent of their CGHR-while the
UFEC_ctumtries decreaced their ODA fluws to developing countrias from a pesak of 4 por
cont of thelr GNP in 1975 to 1.28 per cent in 1979, The development assistance provided
by the USBHR and ths other sccialkiot countries of Fastern furope reongined at less tioan
half of one per aeni of GNP,

The indebtedness, both public and private, of developing countries increased b five
times from 1971 te 1978, rzaching $SUS 318.4 billion, and rising further to 5U8 376 billion
by the end of 1979. Debt szervice rose also rapidly, but taking into account the growth of
developing countries’ GNP and ewports and the high rate of inflation, the debt burden has
remained moderate if the countries are taken as a group. In fact, the debt is highly
concentrated, 55 per cent of it being accounted for in 1978 by only 10 countries, !ost of
the debt is owed by middle-income countries: the least developed countries have not heor
able to increase their indebtedness tc a large extent because of their noor credit-worthincss,
and this is one reason for thelr poor growth performance during the 1979s. Tho call rade
by the fifth session of UNCTAD, in 1979, for retroactive adjustment of debt repayment Lorms
for the poorest countries, has led to adjustments totalling $US § billion of which
30S 3.5 billion represcent direct reduction of the total debt.



Prospects for the 1350g

"After 1978-197y the developed markot cceonomius oxrorienced i rew zlumn, with a growth
forgcast of only 1.5 per cent an 1980, Non-ocil~cxporting developing countrics are expeotor
to achleve an overall raty of growth of ¢ peor zent in 1980 but at the cost of greatly
increased current account deficits. Frodections made by the United Hations Ssoretariat,
UNCTAD “and other internaticnal organizations indicate that the world economr rmay recover
in' 19@1L/71282, but all the projocticng ave dependent on tho possihility of financing the-
large oirrent account deficits of nan-oil-exporticg developing countrics, which is oxpecteo.
to grow from $SUS 62 billion in 1280 o $UZ 20 killion in 1982, This will require both
increased ODA flows and farther "recyeling” of oil rovenues, At the present time, it soom
unkikely that the DAC couitries will increcase the proportion of ok flows reletive to thelr
GNP over the current level of just over 0.3 pex cent, and, as noted above. the OPEC
countries have reduced 0id fiows as a proportion of thcir GNP, Merecover,; the non-oile
exporting developing cournzries have alveady reached a hlch 1gvel of indebrodness, and
private banks sesm to b *hanglnq their ivndlng “OllCLéa in r@swonse o the dabt repaymont
problems which have arisen in some developing countrics. The immediate prospacts arc
therefore not favourabla for non~cil-exporting developing countries, and +the situation of
those in Africa appears t» be critical. BAs shown in Section yyof this survey the cil

¢

Table II-2. Beonomic projections for the early 1980s

1970s average 1380 1981 1983
GDP growth rate
Developed market cconcnies 4.0 1.5 z.5 3.5
Developing countries 5.6 5.0 5.6 4.1
Gl l-importing 5.3 4,7 5.0 4,7
Africa 3.8 d.2 3.7 3.2
Current account balances (billion of 35U08}
Developed market ecoromice ‘ ~11.3 a/f ~33 ~45 -55
Developing countries
Oil-&xporting ' } &9 a/ 101 145 145 .
Qil-impo-ting -51  a/ -6% ~80 «90

soures:  World Economic Survey 1879, 1980, United Maticne Cecretariat, Department of
International Ecopomic and Sccial affairs.

a/ 1979,

import bill of African cil-importing countries, which rcse frem SUS 200 million in 1973 €=
3US 4.5 billions in 197% {20.7 per cent of exports), 1s expected to reach $US 7.4 billion ir
1880, or nearly 30 per ceat of exports and 5 per cent of GDP. Vhen food import roouiremonts
are added, the oil and f53d import bill of these countries may reach around 50 per cent of
thelr export carnings. Tie situation thus reculres urgent measures if the African oil-~
importing countries are t»y aveid a sericus deterioration in the living conditions ~f thelr
populations. Already, thzir GDP is expected to rogister a marked dccsleration in 1980,
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the growth rate going down to Z per cent only after growing by a mere 3,8 per cent in 1379.
In the short run, increased ald flows and increased loans at favourable conditlons are a
vitzl necessity to help these countries adjust to the new economic conditions, while
immediate measures aré called for at the country level to adjust energy prices to market
levels, restrict imports and promote exports. In the longer-term perspective, investment
and saving rates will have to be raised and priority given to developing alternative
energy sources and expanding food production. In this respect, Africa has considerable
untapped potential for petroleum production, hydroelectricity and otlhier energy resources
such as coal gas and even in some cases peat, not to speak of non-conventional forms of
cnergy.
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III. ASSESSMENT OF PECGRESS IN THE IMPLEMENTATION OF
THE NEW INTLRNATIONAL BCONOMIC ORDER {/

A, GCeneral objectives of the new international economic order

The developing countries have consistently expressed, through ihe Group of
77y their dissatisfaction with the present state of international economic relationg,
which 1s characterized bv considerable disparify of wealth and opporturniiy bYetweer
the developed and the developing world, and have put forward the view that inter
national instituiipns operate in such a way as to perpetuate these disparities. The
Declaration and Frogramme of Action on the Establishment of a New Internatioral
Economie CUrder adopted by the General Assembiy at its sixth special session reflected
the growing concern of the developing countries that action should be taken to
eliminate these adverse conditiocns. : o S ‘

The Declaration called for a new economic order based on full sovereignty of
countries over their national resources and an eguitable relationship between the
prices of the waterials and goods imported by developing countries and those they
export, along with preferential treaiment for these couniries in terme of market
access and transfer of technology. It also called for cowoperation among developing
countries to snable them to zove towards collective sslf-reliance among thenm,
and for specific arrangements and actions in the fields of trade between developing,
developed and socialist bzst Buropean countries; international trade and conmmodity
prices; international monelary institutions; problems of least develeped countries;
energy: shipping; transfer of technology and fransmational corporations.

- B, Hevriew of progress towarda.trhe general objectives

Since the adoption of the Declaration in May 1574, progress towards achleving
the objectives of the new internafional economic order has, despite the numerous
meetings held and resolutions adopted, been glow and limited in most of the aresas
coverad bv the Declaration. The progress attaired so far in restruciuring of
conmodity markets and introducing institutional charnges in the areas of trade,
the international division of labour and intermational monetary and financial
arrangements fall short of the siructural reforms that are required. The obstacles
to progress have stemmed partly from fhe current diffirculties of the industrialized
courntries, their lack of political will and their unwillingness to agree to some
of the major dispositions of the dsvelioping countries, and parily from the liumited
econolic and poliitical leverage of the developing countriss and the diversity of
their opinions on some of the Xey isgues.

Trade between developing, develovned and scocialist East Furopean couniries

The promotion of economic and technical co-~operation among the developing countriec |
as a means of entancing their growih and vromoting their ecllective seif-reliance so
as to sirengthen their position as a sroup in negotiations with the developed countries
is seen as one of the main objectives of the new internaticmal economic order. This .
implies the establishment of arrangements for mutual economic, trade, financial
and technical co-operation among these countries on an essentially preferential
btasis. The first major sitep towards ihe implementation i this objective was i
Conference on Economic Co-operation amonz Developing Countries {ECDC), (Mexico
City, 1976}, which ad¢pted a wide-ranging programme of measures for promoting
economic co-operation among developing countries at the subregional, regional and
interregional levels, called for the esiablishment of a council of producers'
associations, and decided that a global system of irade preferences exclusively
among developing countries should te established with the objective of promoting

1/ Source: (a} UNCTAD document TD/B/757 and Add. 1, entitled "Assessment of
the progress made towards the establishment of the new international economic order.



- 27 =

the development of national production and mutusl trade. The quesiilorn ol iechnical
co-operation among developing countries was discussed by a separate major international
conference, held in Buenocs Alres in 1978, whbich adopted a Plan of Action on the
gubject.

The Arusha Programme for Collective Self-reliance (19?9) was the nexi major
landmark, as it laid down guidelines and objectives for implementing economic co-
operation among developing countries over the next few years., These two major
conferences (Mexico eitw, 1276 arnd Arusha, 1379) resulted in the adoption by UNCTAD
at its fifth session of a resclution calling on developed countries and interrational
crganizations to assist ir the implementation of LIDC, It was also agreed fto cocSnvene a
special session of the UNCTAD Committes on BEconomic Uo—oparaticn ameng Developing
Countries early in 1980 to define priority areas.

However, on the whole concrete steps towards cellective self-reliance have
heen limited on a glokal scale. In Africa, though, despite the sethacks represented
by the dissolution of the Dast African Commurity, there has been significant progress
towards regional co-operation, as shown by the establishment of FCOWAS and other
copmor institutions.

.

With regard to economic co-operation betwsen developing countries and the
goclaligt countries of Dastern Lurope, both parties have the need {0 develop new
institutional arrangemente for expanding their mutual trade and new forms of
gconomic co=oOperation o replace present barter arrangements. These include
tripartite co-operation between enterprises in developing countries, socialist
pountries and developed market-economy couniries.

In this connxion an expert group was congiituzed, in response to UNCTAD
resolution 95{IV}, to study particularly the issue of a multilateral system of
payments bstween the socialist couniries of Fastern Eurcpe and the developing countries.
Ths group, which met in November 1977, rnoted in its report the positive resulis
in recent years in multilateralisation of payments arrangements between these two
groups of countries and recommended, inter alia, that in order t¢ agpeed up the
process direct contacts should be established between respective payments
insgtitutions and experts in the field of payments.

wnternational itrade and commodity prices

In ttis field, the Declaration on the Establisbhment of a New International
Ieonomic Order called for institutionsl changes in the world market structure of
compodities and a more favourable nricing policy fer the devsloping countries!?
exports. In pursuance of these objectives, UNCTAD at its fourth session {Nairobi,
Hay ?97&) adopted the Intezrated Programme for Commodities {IPC), which represented
g political pommitment by both developed and developing countries 40 enter into
negotiations for the establishment of intermntional arrangements for a wide range
of commodities of export interest to developing countries, and provided for the
establishment of a Common Fund as a supplementary financing Tacility for stabilization
of export sarmings.

Whers the siabilization of commodity markets ard prices is concerned, progress
nzs been limlted so far. After more than four vears of intensive negoiiations,
however, Articles of Agreement on the Common Fund were adopted in June 1980. The
schems involves joint buffer-stock financing by both producers and consumers and
incorporates a pattern of participation in decision-making. The establishment
of the Fund is expected wo advance the iong-delayed all-round negotiations on
individual commodities. So far, apart from the agreements on tin, coffee and cocoa,
only sugar has been renegotiated; negotiations on rubber were concluded in October
1979 but the agreement is yet to be fully ratified.
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The Tekye Round of Multilateral Trade BFegotiations which ended in April 1979
cgnecluded a package of agreements which constitute a new framework for international
trade in the vears to come. The negutiatiogs also led to the sdoption of ths
po-called "enabling clause" decision, the key previsions of which allow membeérs
of the Jeneral Agreement on Tariffe and Trade (UATT) to accord differeniial ang
favourable treatment to c¢ther countries, notwithstanding the most-favoured-nation
provision of article I of GATT. 3teps ara zlso beirng taken %o clarify the future
of the Ueneralized System of Preferences which is due Tor remewal in 1%901. Also,
the United Y¥ations Conferense on Hestrictive Businese *raczices, which concluded
its work in April 1980, approved the text of a set of multilaterally agreed
equitable principles and rules for the control of restrictive business rractives
which is to be adopied by the General Assenbly a2t iis thirty-fifth session.

These contain provisions for preferential and differential treaitment for developing
countries in order to ensure equiitable appiication of the principles and rules.

As regards food gecurity and.trade, progress has bzen mixed since the
World Food Conference. There kas been noticeably increased investment in
&dssistance from muliilateral sources for foed production in developing countries,
but negotigtions on the establishment of food grain reserves are still in progress.

International monetary institutions

¥ost of the international monetary objsctives of the rew international

eoonomle order remain to be met. These includes reduction of the role of nationsl

currencies and gold as international reserves; promotion of 3DEs as the

principal reserve asset in order 10 provide for greater international control

over the cresiiorn and for *the eguitable digtribution of liguidity with special

regard for the needs of the developing couniries; early linxk between ZDEe and

additional development finance; measures to eliminzte the instability of the
.einternational monetary system, in particular the uncertainty of the exchange rates;

and measures %o ¢heck the transmission of ixflation from developed to developing

Qountries.

Some progress has, however, been made on the financing facilities of INF
revised guidelines on the conditionality to be applied to stand-by arrangements
having been introduced in Harch and August 1379, In December 1379, moreowver,
the Pund eased the terzms for repayments under its extended facility.

Iittle progress has been made towards the establishment of a new food
financing facility.

The new interrationsl economip order called for the immediate lessemning of
the debt problem of the developing countries through the cancellation of devt mainly
for least developed countries, and for the regulation of the debt operationa of
developing ~ountries in a multilatersl framework to ensure falirness and equity.
Developed countries did rnot agree to a general cancellation of debtis, bul agreed
in 1975 to an improvement of the corditions of offigial debt in favour of the
least developed countries. This led to the cancellation, or refinancing on highly
concessional terms, of ODA debt ampuniing to more than »US 5 billion. However,
the idea of sstablishing an international framework for debts of develcping
countries kas not been accepted by the developed countries, which contend that
existing institutions, in particular ihe Paris Club and the liorld Bank,
are gquite sufficlent, subject to appropriate modifica+ions such zs the participation
of UHCTAD. The master s3ill remains o be setiled.
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On aid flows, there has been consensus at UNCTAD and other international
bodies on a target for ODA of 0.7 per cent of the GNP of developed countries.
By 1980 it is clear that the target has not been achieved. ODA flows have decreased
both as a percentage of the GNP of donor countries and as a percentage of total
resource Tlows towards developing countries. Under the circumstances, the latter
have had to turn more and more to the international money market for hard loans.
As for the stability and predictability of resource flowe, no action has been
taken apart from the establishmeht by IMF in 1376 of a trust fund for the provlslon
of concessional balance of payments assgistance to developing countries.

Problems of least developed countries

' The least developed countrles were glven special consideration in the
International Development Strategy for the Second United Fations Development
Decade, and the principle of speClal treatment for them in order to raise their
investment and to remove the structural donstraints to their development has
received wide acceptance. The OECD group of countries promised to give 80 per cent
of its ODA to least developed countries on a concessional basis. Other measures,
such as the financing of local costs of aid, were also recommended. Despite these
measures, however, the flow of aid received by the least developed countries has
been inadequate and their performance disappointing. A significant forward step
in efforts to expand assistance flows to these countries was taken by the fifth
session of UNCTAD, which by resolution 122(V) adopted and urged the implementation
of a Comprehensive New Programme of Action in two phases: an Immediate Action
Programme for 1979-1981 and a Substantial New Programme of Action for the 1980s.
In response to this resolution the Ceneral Assembly decided to convene a United
Nations Conference on the Least Developed Countries in 1981, with the objective
of efinalizin:, adopting and supporting the Substantial New Programme of Action
for the 1980s.

In pursuance of resolution 122(V), the General assembly at.its eleventk
speclal session adopted resolutitcn S—11/4, which urged the donor countries to take
urgent steps to implement the comitments undertaken in the Immediate Action
Programne. The replies so.far received from donors do not in general address themselws
clearly to prov1d1ng an immediate boost to the economies of the least developed
countries g® called for by the Immediate Action Programme, nor do they specify the
additional finance %o assist these countries in elaborating the Substantial
Programme of Action for the 19805.. '

1 The UNCTAD Intergovermmental Group on the Least Developed Countries, meeting
] as the second ssssion of the Preparatory Committee for the United Nations Conference
' on Least Developed Countries (Geneva, 9-17 October 1980), lamented the slow
progress s¢ far achlieved in implementing these programmes. In this connexion
O the Oroup of 77 &trongly urged the donors to double, at the earliest possible
j timeé an in any case no later than December 13381, the flow of concessional ODA to
the least develoPed countries. '

The Preparatory_ﬂommittee also monitored progress to date in preparation of
country presentations and programmes for the 1280s requested in accordance with
the provisions of resolution 7 (III) of the Intergovermmental Group, adopted by
the Committee at its first session, whereby the Goverrment of each of the least
developed countries was invited to prepare its programme for the 1980s for review
with aid partners. Technical migsions have been sent to almost all of the least
developed countries to discuss and assist in these preparations, and a number of
United Nations organizations are in tiue process of providing specific inputs to
asgist these countries in their efforts. The Committee, in close consultation
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with the least developed countries, agreed to set a time limit of 1 March 1984
for the submission of country presentations by these countries 10 the Conference
secretariat. The Committee also agreed that the review meetings should be held
between 1 March and mid-June 1981. The Conference is expected to be held in Paris
from 1 to 14 Septenmber 1981, possibly preceded by two days of consultations.

Cther issuss of interest 1o Africa

*

- Energy

Cf all developing countries, African countries were the hardest hit by the
increase in the prices of imports, including ensrgy. The.predicament - of- the note
oil-producing African countries is evidenced by the size of their oill and food
import bill, which in some instances amounts to over half their export earnings
(see the special study in sectim IVB of this Survey). Thus the call of the .
Declaration for the ratiomal use of matural resources is well placed, since it
alsp implies a search for new patterns of resource use and management which are
legs wasteful of key resources such as energy. Some progress is in sight, in the
form of the response to the reguest made of the World Bank to take a greater part
in the diversification and development of energy sources in developing countries,
and in energy-importing developing countries in particular.

Shipping

On shipping, the Programme of Action on the Establishment of a New International
Eoomomin Order called for the implementation of theé code of conduci for liner
conferences and other measures in crder to increase developing countries! share
in world shipping. So far, little progress has been made towards this objective.
Hegotiations on the expansion of the naticnal and multinational merchant marines
of developing countries received new impetus as a reault of UNUTAD resolutions
120(¥) and 121(V}of 3 June 1379, which called, inter alia, for steps to ensure for
developing countries enuitable partieipation in the transport of cargoes generated
by thelr own foreign trade, improvemant of finance for ship acquisition and
negotiations to tackle the question of phasing out open registry. In thkis connexion,
a working group was convened in January 1930, and although it was not able to
reach consensus on these lesues ihere was agreement ag to the adverse effects
of open registry  and the importance of remedying them, Discussicns ars to continue
in the framewoerk of the URCTAD Committee on Shipping.

Transfer of technology

The resclutions on the new international economic order dealt witk three aspects
of the transfer of technology problem: the formulation of an internatiomal cods
of ponduct regulating technology transfer towards developing countriesi the
revision &f the internatiomal conventions on patents and irademarks to take into
accSunt the special needs of developing countries: and the formulation of policies
to aveid or reverse the brain drain from the developing countries to developed
countries, which is viewed as a "“Teverse technology transferW. UNCTAD is currently
negotiating an internationzl code of conduct. HMuch progress has been made on
a draft code; which was expected %o be adopted in §379, but to date negotiations
are still not concluded because of differences between developed and develoPEng
countries concerning the question of restrictive practices.
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The World Intellectual Propertv Organization has been reviging the Industrial
property system, and a draft proposal was submitted io an internaticmal econferenco
early in 138C. Agreement has been reached on the draft, but negctiations are
8till continuing, and are expected to be_ completed by the end of the year. On
the brain drain issue, pumerocus resclutions have been adopted, in particular
at the fifth session of UNCTAD, and contiruing studies are being cerried out on
the probieu. - o : - o

Transnational-corporaéicns

Progress has been made on the formulation of the code of conduct on trans—
national corporations, which ig expegted to contain comprehensive and gengrally
acceptable standards rex&rdlnb the behaviour of transnational corporations and
thelr treztment by home and host Uovernsments, HWith regard to the transfer of
technolqu, the code provides for *the establishment cf a general and universal
legal framework for the aaequate transfer and development of technology with a view
to strengthening the scientific and technological capabilities of all developing
countries, particularly the developing countries of Africa.

‘FecgssaTy conditions for the implementation of the new international
gconomic order Africa and obstacles to progress. ‘

Ae pointed out at the beginnming of this chapter, the efforts made tc ilmplement
the new intermaticmal econcmic order have had very lzwzted resulis though the
progpects for advance seen tetter in some areas thah in others. (f the rmerous
obstacles, the most iuportant has been the lack of poll jcal will in the &evelcped
countries to implement the resolutions on the new oréer. Yinreover, these
resolutions spal;ed out cliearly neither the concept of the new order nor the
§revedures for establishing it.

At this stage wmore specific new international arrangements iin favour of
developing couniries appesar sven more pressing than a2t the beginming of the 1570s.
Henewed eiforts to make pubsitantisl progress towards the new international economic
order are thus essential, THowever, changes of approach and clear definition of
goals, copmitments and time-tables are called for if these efforts are to pucceed » More—
over, It .s 1s important that developing countries should aim Tirst at changing
their own internal economic order, as the basis for changes in the intermational
economic order at large. ' ;
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A. Growth, dorestic savings and fixed cagz.tal fomnm

The GP at constant orices in developing Africa as a tho_e rose by 5 pér cent
in 1979 comarad with 5.4 per cent and 4.9 wer cent in 1977 and 1570 respectively.
This grcr*sh is mach in line mth the average growth rate for the 1970s of 5.2 rer
cent, an’ marginally higher % the average of 4.7 per cent for the L280s. Ewept
for two extrene years namely l“'?S and l.:?o vhaere GIP rose ‘3y 2.7 per cent and
7.2 per cent rasmect:lvely growth has been fairly even arouw 5 per cent per annu.
thile the lower rate in the fomer vear - inplying zero per %mta growth since
the continent’s population grows at 2.7 per cent yearly - is largely a oconsequence
of a lean year in the non-oil-exporting Tast and Central African subregions, the
sharp rise in ithe latter is essentially cdue to the increase in oil revenves in the
o0il exporters.

The above picture, however, mashs wide differences vhen performance is cenidered
in the context of the group classification of African. dﬂvelcpmg comntries inte oil

exporters and non-exporters and by 1970 per capita income grows. 1/

As depicted by table IV, 4.1 the major oil exporters have shwoem the faster
growih throxsout. “Tith average growth rates of 6.0 per cent for the 1%60s and
3.1 per cent for the period 19701979, wir performancs has been well above the
targets set for Both the First and Second Uhited “ations Develosrent Decades. In
1979 their crowth rate was, however, less than average -~ 7.1 ner cent - oring to
the relative world oil glut. The performance of the non-exporters of oil, on the
other hand, is considerably less: the decidedly dowmvard trend in their performance
since the beginning of the 1970s, hottoa-rocking at 0,2 per cent in 1975, has been

1/ Unless otherwise statec, all the tables z&reaemt&:d in this chapter provide
data an 48 African developirgy comntries classified as follows. .

The major oil-exporting countries are. Algeria, Gaban, the Libyan Arab
Jamahiriya and iligeria.

The non-oil exporting countries with:

{a) GDP of less than SUS 100 per capita are: Benin, Burundi. Chad. “timpla
Guinea, Lesotho, :lalawi, lali, the (lger, .xmanda, Samalia, the United Republic of
Tanzania, the Upcer Volta and Zaire,

(b) Gre of $US 100 to under $US 200 per capita ave: Botswana. the Central
African Republic, the Comoros, the Carbia, Renya, .mdagascar, iauritania, Sierra
Ilecne, the Sudan, Tooo, Uganda and the United Republic of Cameroon.

(c) GDP of $US 200 to under SGR 300 per capita are: Angola, Cape verde, Eaypt,
fquatorial Guinea, Ghana, Guinea-Dissau, Liberia, lauritius, Forocco, Mozambique,
Senegal and Swaziland.

() 3P of SUS 308 to wmder U8 404 ner capita are: the Congo, the Ivory Coast,
Sap Toe and Principe, Seychelles, Thnisia and Zarbia.



‘Table IV.A.1l Growth of real GDP in developing Africa

{Percentage per annum)}

1976

1871 1972 1973 1974 . 1975 1977 1878 1979 1970-75 1975-79 1970-79
‘lorth Africa 5.3 5.9 4.8 6.2 8,0 10.2 7.7 6.8 6.2 = 6.0 7.7 6.8
‘lest Africa 8,0 4.9 4.9 8.2 1,8 7.9 6.4 48 6.2 55 6.2 5.9
rentral Africa 3.7 ©1.9 7.9 5.7 -7.8 3.2 =0.7 ~G.4 1.8 2.2 0.9 1.6
East Africa 4.8 H,5 2,9 0.8 ~0p.5 3.0 3.2 3.0 2.2 2.5 2.8 2.7
211 developing Africa 5.9 5.1 L.,7 5,7 2.7 1.2 5.4 4.8 5,0 4.8 5.6 5.2
Hajor oil-exporting countries 7.2 6.5 7.4 1l.4 6.6 13.1 ?‘9 5. 7.1 7.8 8,3 8.1
ton-oil exporting countries 5.4 4.5 3.8 3.3 0.9 4.5 4.1 4.4 3.8 3.5 4,2 3.8
7DP of less than $100 per capita 4,9 3.0 2.1 &0 0,6 2.4 2.6 2.3 2.3 2.9 2.4 2.7
ODP of $100 to under $200 per capita 5.4 1.4 2,2 3.4 - 1,3 3.3 4.8 4.3 2.9 2.7 3.8 3.2
DP of $200 to under $300 per capita 5.2 4.2 5.1 1.0 0.5 5.1 5.9 5.1 5.0 3.0 5.3 4.0
ZDP of $300 to under~§&$0 per capita 4.6 10.5 2.4 7.4 5.6 8.4 3.0 6.3 L.u4 6.1 3.5 5.8

Source: ECA Statistics Division.
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reversed but growth remained ervatic. All ia all, their average grovth rate vas
virtually the sare as in the 1230s (i.e. 3.9 per cent). ZJence most of the growth
was generated in tie imjor oll-exporting ¢rouw and in otiwer relatively rich countries
with per capita incare of 35US 200 or more. In contrast. tie growth of the 26 countries
with ver capita GOP o less than $US 200 sas harely above their rates of ocopulation
growth. In particular, growih in comtxies with per capita income of less than

FUS 100, comprising most of the least developed 2frican countriszg, has besn extremely
disappointing; in six out of nine years their crouvth rates at constant orices were
below the rates of population graeth, In fact their people are as badly off towards
the end of the decade as they were at the beginning. The wnderlying causes of this
poor performance can be traced in large nart to the behaviour and adjustrent efforts
of the industrialized econamies. '

There are clear indications that these disparities bebween e various groups
and income categories are widening seriously. despite the slight inprovement since
1876 in the performence of coumtries with U5 100290 per cenita income.

if account is talien of the ternns of trade effect, the Jdifferences between the
major-oil-exporting and the non-oil-exporting African countries widen even further.
The former group would then grow by an add®itional 2-7 per cent. vhile the latter
would decelerate by half a rercentage point over the 1970s.

Again, the rorth and West African stregions continue to grow systematically
at reasonable average rates, vhile the predicament of the Jast and Central African
subregions persists. Discounting the oil sector, the structure of the economies
of the two regions would bhe very similar, with strong dependence on agriculture for
incame, amployment and foreign trade. Doth are also very omen cconomiss. The
especially poor performance of the latter subregions is a product of unfavourable
prices for their narrow range of exports and the adverse worther conlitions that have
prevailed in much of the region lacely.

Yhat is indeed disturbing is the charn digrarities between the orarth of the
camodity-producing sectars and the services sectors. including the government sector.
As stated before, real GDP of developinc African countries as a vhole registered
during the 1970s an average anmual ¢rowih of 5.2 per cent, Taking the groerth of real
agricultural procuction {a tere 1.7 per cont yearly) and of manufacturing
(6.5 per cent yearly) and using their respective shares (i.e. 31.3 per cent for
agriculture and 16.4 per cent for manufacturing) in GIP shows the startiling fact
that the commodity-producing sectors coniributed together a mere 1.12 nercentage
roints to the ovarail increase in GDP, or less than one guarter of the overall growth.
With commodities, hoth agricultural and manufacturing, forming a much Iargx?r
percentage in consumption, it is evident that the structure of growth is highly
unbalanced with respect to the consumption needs of the population. The position
seens more desperate with regard to non-oil exporting African develoging countries,
where the contribution of commedity production was less than cne-third of the
increrent in GDP, it being of course noted that the share of basic goods for the
lover income grovp is larger. '



TOTAL DEVELOPING AFRICA

18.3

Table IV.A.2. (percentage)
1870 - 1971 1972 1973 197% 1875 1976 1977 1978 1979
lajor oil-exporting countries 28.4 25.9 26.8 26.9 17.7 15.5 20,1 21.4 23.0 25.4%
Hon-oil-exporting countries 15,05 14,5 16.1 15.4 14,5 15.9 16.5 16.0 15.7 16,8
GDP of less than $US 100 per capita 1.9 13.3 15,3 1u.4 12.1 13.1 1.4 12.7 11.2 12.7
" GDP of $100 to under $200 per capita 144 12.6 15.0 15,8 14.6 4.3 12.9 13.1 13,1 14.5
GDP of 5200 to under $300 per capita 12.0 22.0 12.3 il.4 10.7 14.3 i4.0 4.7 15.8 150
GDP of $3C0 to under $400 per capita 28.9 27.5 29.9 27.5 27.2 27.3 28,7 27.8 27.4 2.2
TOTAL DEVELOPING AFRIlA 18.8 17.7  19.2 18,8 15.5 15.8 17.7 17.9 18,2 19.8
Source: ECA Statistics Division.

j Table IV.A.3. Gross fixed capital formation as a proportion of GDP (percentape)
| 13870 1971 1372 1973 1574 1875 15786 1977 1978 1978
dajor oil-exporting countries 02,5 24,1 28,7  30.0  37.3  42.5  H1.§  43.6  43.2  39.3
lon-oil-exporting coumtries ‘16,7 16,9 15.7 15.6 18.0 19,2 18.8 18.7 19.3 19.5
CDP of less than $LS 100 per capita - 18.5 18.0 16.8 16.5 18.0 15.7 15.1 14,6 4.8 1.6
GDP of $100 to under ‘$200 per capita 16.2 16,7 15.5  15.3 17.8  1&.1  16.5 17.9  18.%  18.7
GDE of $200 to under $300 per capita 14.5 13.7 11.8 11.8 14.3 13.1 19.% 20.8 19.9 1%.9
GDP of $300 te under $40C per capita 23,5 24,7 24,0 23.5 25.5 2573 23,0 25.5 25.8 26,1
’ 18.9 19,4 19.8 24.1 26,7 26.5 28.0 27.7 26.6

Source: ECA Statisticsilivision.
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Although the overall performance of the developing African economies taken
as a group during 1970-1979 was generally satisfactory, production composition and
disparities apart, the outlock for the 19808 is disturbing. 2/ According to World
Bank estimates, the annual per capita growth of low-income Africa {obviously
excluding the wajor oil-exporting couniries), which was only 1.6 per cent and
0.2 per cent during the 1960s and 1370s respectively, will be negative on average
in the peried 7980w193§. Given the structure of the African economies, much
¥ill depend on the future performance of the agricultural sector which would also
directly affect the mainly agro-based manufacturing sector. But if the past
performance of this sector is any gulde to the future, the expectations may perhaps
be even plore dismal, Suffice 1t to mention that over the 1970s the growth rate
of this sector was only a meagre 1.7 per cent, compared to 2.7 per cent for tne
19608, with the performance in the lower income African countries much worsge. For
further detalls on this sector see the section on agriculiure.

Tarle 1V.A.2 shows that for developing Africa as a whole the share of domestic
savings in UDP increased from 18.8 per cent in 1970 to 19.8 per cent in 1979,
Although this increase is marginal, the over-all average ratio for the 1970s of
17.8 per .cent is certainiy considerably higher than the average recorded for the
1960, 11.9 per cent, Here again, wide disparities in performance  exist between
the major cil-exporting and non-oil-exporting countries. Whereas the savings
ratics for the latter remalned tarely above 15 per cent during the 1570s, those
for the former dropped sharply from 28.4 per cent in 1970 to 15.%5 per cent *in
1975, but picked up. censiderably to 25.4 per cent in 1979. The deceleratidn in
performance in the first half of the 1370s was due to the enormous expansion in
both public and private consunption in these countries during that period, while the
healthy reversal of this trend is an indication of the determination of these
countries to keep their overheated economies under control, in most cases Qy
adopting avarious packages of stabilization meastres. Consequently, the marginal
propensity to save has dramatically increased from a negative ratio of -C,13
in the first half of the 1970s to a record C.52 during the period of 1975-197%. With
the ratios for non-oil-grporting countries remaining at 0.21 for the comparable
period, the entire inerease (from 0.05 to 0.37) in the marginal propensitv to
save for the whole of developing Africa is attributable to the major oil-exporting
countries. Whereas this situation reflects a success story for the oil exporting
countries, the stagnation in the ratios for *he non—oil-exporiing countries {only
marginally more than the 0.18 recorded for the 1960s) should be a reason for concern
if gelf—reliapce and self-sustainmert are to be achieved. Within tkhis latter
group, countries with per capita income of less than 4US 100 show declining savinge
ration, and this is likely to continue in the future, with the marginal propensities
to save being a mere 0.0Y¥, far less than the averaging savings ratio. The higher
income categories, in contrast, continue to pursue high savings efforts although
the marginal rates of savings were in recent years almost equal t¢ the average which
shows that the average savings ratios wlll continue at same lewvel as in the' past,

2/ (a) IBRD, World Development Heport, 198G, ©.11.

(b) IBRD, Address to the Board of Jovernors by Rébert 3, McHamare, President,
World Bang, 30 September 1980, '




Cross Fixed capital formation increased gubstantially in the whole of developing
Africa and in every income or country group (see tables IV.A-3 and IV.A-5). The
share of Fixed capital formation in GDP in the major oil-exporting countries rose
from 22.5 per cent in 1970 to 42.5 per cent in 1975 and 2%.3 per cent in 1879.
Whereas the former rise is related to the petroleum boom of 1873-75% and the enhanced

efforts to build up the productive capaei?y of these economies, the deceleration in
thie ratio towards the end of the 19705 is seen as a graduai conformation with the
genuine requirements of their OVPF~StPalned econemézes°

Likewise in thes non-cil-exporting gra&p flxed capital formation rose from 16.7
per cent in 1970 to 18.2 per cent and 19.5 per cent in 1975 and 1%79 respectively.
The same pattern is shown by all per capita income groups, except that the dependence
on foreign assistance is greater in countries with per capita incéme of legs than
$U$ 144,

Table IV.A~4 shows how savings and investment are matched in Africa by country
group and income category. The picture is mixed, but two features are conspicuous.
The countries with per capita income of less than $US 200 showed savings gaps through-
out, while countries with per capita income of $US 300 to under $US 400 had surprisingly
small surpluses throughout. All .other groups and categories suffered deficits of
varying magnitudes especially before 1974, It is also worth noting that the savings
gapes experienced by the major oll-exporting countries and also by the whole of
developiag Africa increased at accelerated rates, peaking in 1975 but systematically
ebbed thereafter. The cil-exporting countries have the potential to ceope with the
situation, but the implications for non-oil-exporting Africa are grave, sspecially
for the lesc privileged countries which ran deficits well above the growth of their
economies for most of the pericd. With local resources already stretched to the limit
unler the present institutional set-ups, accelerated development can only be achieved
through successively higher doses of highly concessional foreign assistance. This
will not in fact be possible unless the highest priority is given to putting naticnal
econemiss in order, reforming institutions znd promoting efficiency.

The drop in capital-output ratio (COR) in the non-oil-exporting countries, which
decreased from 5.1 in the first half of the 18705 o 4.6 in the second half, is a
welcome Feature, indicating the success of this group of countries in their endeavour
to utilize existing capacities and make better use of their new.investment.
Unfortunatelv, paucity of data on sectoral distribution of capital formation and
gegtation neriod mskes it difficult to trace this development sectorally. In contrast,
hovever, the major cil-exporting countries have recorded increases in COR, especially,
since 1975, &s have the countries with per capita GDP of less than $US 100. The
continued rise in the COR in the former group is presumably due to the recent tendency
in these countries to undertake large and costly labour-saving proiects and to the
increased attention accorded teo education and health and sanitatien projects, which
norinally have long gestation periods. The unsatisfactory trend in the latter group,
howa7zr, has much to do with the noticeably prolonged execution period of their
projects and other factors related to the structural weaknzsses of thelr :conomiles,

The other satisfactory devalopment is the dramatic decline in the import
elasticity irith respect to GDP of the major oil-exporting countries, from 2.65 in
the first half of the 1870s to ~(.0002 in the period 1975-1879, thanks to the
rationalization of import policy and the stabilization measures sffectively employed



Mokl IV.f.de  Investment/oovin: g p s porosutaxe of GDP

1970 1971 1972 1973 1974 1975 1976 1977 1878 1579
Major oil-exporting countries ~5.9 -1.8 1.8 3.1 20.2 26,9 21.5 22.2 - 20,3 3.9
Non-oil-exporting countries 1.6 2.4 0.4 0,2 a.u 3.3 2.3 3.7 3.6 2.7
GDP of less than $US 100 per capita 2.6 4.8 1.6 2.1 5.9 2.6 0.7 1.9 3.5 1.9
GLP of 3100 to under $200 pep capita 1.7 4.1 0.5 ~0.35 3.1 1.8 3.6 4.8 5.3 4.2
GDP of $200 to under $300 pew capita 2.4 ~8.3 -0.5 0.4 3.6 4.8 5,5 5.9 4.6 5.0
GDP of $300 to under $400 par capita -5.3 -2.9 -6.0 -4.0 -1.7 -2.0 ~5.8 -2.3 -2.1 -1.1
TOTAL DEVELOPING AFRICA ~0.5 0.2 1.0 8.b 1c.4 8.8 0.1 3.4 6.7

1,2

Source: ECA Statistics Division.

Note: WNegative figures imply that saving is more than investment.
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in these countries. Iigeria is a case in point. The other non-eil-exporters have
maintained their import elasticities at around 1.17 over the 1970s desgpite the
increased tempo of capital accumulation in many of the countries in this group, the
import content of which is generally higher thar GDP as a whole. Mary countries in
this group were able to sustain the growth in imports only by drawing down resgerves,
borrowing abroad and accumulating arrears.

There has also been a steady but low expansion in export volume throughout the
1970sfor all country groups, with the exception of the major oil exporters in the
firgt half of the decads, but this has been more than compensated for in the second
half., The performance of non-oil-exporting African countries as a group and that ¢f
those with per capita GDP between 3US 200 and 300 was influenced by the high expansion
of the exports of Egypt (13.4 per cent) and Mauritius (12.6 per cent) during 1875-1979.
If that were excluded, neither the average for non-oil~-exporting Africa nor that for
and of the per capita income groups would exceed 3.7 per cent per annum. As it is
the overall growth rate of exports is, however, still less than the import growth
rate for the same period in a wide spectrum of countries. Although the oil exporters
would at worst be able o cope through theilr accumuylated reserves, the other non-cil-
exporting countries would continue to suffer sericus balance of payments problems.

The behaviour of the external trade sector will be discussed at length in section
IV.F below.

A1l told, the future growth of the developing African economies remains mainly
a function of enhanced zavings and investment efforts, efficiency of use of vesources,
improved performance of agriculture, export growth and import rationalization,
institutional reforms and better economic management.



Table IV.A.5. Maigy economic indicators and parameters by groups of countries in dev&}oplng Afrlca, based on
naticnal accounts at constant prices (&epcentage unless otherwise stated)

GDFP Agri, Manu., Capliltal/ Domestic Harginal Import Export Investment as Import elas-
Croup of countries Pericd  CGrowth Growth Growth Output savings propensity growth growth & proportion ticity with
rate rate rate ratio in GPP L/  to save rate rate of GDP 1/ respect to GDP
Developing 1970-75 4.8 1.7 5.7 u,7 18.8 0 05 9.7 0.7 18.3 S z.02
Africa 1975-79 5.6 1.6 7.5 .8 15.8 2.37 2.8 6.6 26.7 0.50
1870-75 5.2 1.7 £.5 4.6 19.8 0.22 6.6 3.3 26,6 L1.27
ilajor oil-exporting 1970-75 7.8 1.1 10.3 4.2 28,4 -0.13 20.7  -0.04 22.5 2.65
countries 1975-79 £.3 3.2 12.2 4.9 15.5 0.52 - ,002 4.5 k2.5 -(,0002
1870-79 8.1 2.0 1.2 u,3 25.4 0.22 011.6 1.6 38.3 1.36
Non-oil-exporting 1970--75 3.5 2.0 4.9 5.1 15.1 0.21 4,1 2.8 16.7 1.17
countries 1375-79 i, 2 1.2 6.0 4.6 15.9 0.21 4.9 5.6 19.2 1.17
1970-79 3.8 1.6 5.2 h.g 16.8 0.22 b.5 4.0 lg.5 1.18 :
GDP of less than 1970-75 2.8 0.7 3.7 5.8 13.9 0.08 3.1 3.2 16.5 1.07 8
$US 100 per capita 1975-73 2.4 2.3 2.1 5.3 13.1 0.09 2.8 3.7 15.7 1.17 i
187G-73 2.7 1.4 3.0 5.8 12.7 0.08 3.0 3.4 14.6 1.11
ArP of $100 to under 1870-75 2.7 1.8 3.4 6.0 1 4 0,13 2.0 1.9 16.2 0,74
$200 per capita 1975-79 3.8 1.8 £.8 L 14,3 G,l6 5.9 1.2 16.1 1.55
T 1970-79 3.2 1.9 k.G 5.3 4.5 0.15 3.7 1.6 - 18.7 1.186
GoP of 3200 to under 1970-75 3.0 1.7 3.9 5.6 12.0 Q.78 6.2 3.3 14,5 2.07
$300 per capita 1975-79 5.3 0.5 7.8 3.7 143 0.18 .2 19,1 713.1 1.11
T 1970-79 4,0 1.1 5.5 4.5 15.0 0.22 6.1 6.3 15.9 1.53
GDP ~F %300 to under  1870-75 6.1 5.1 7.0 k.0 28.9 0.23 b.1 2.3 23.5 .67
F400 per capita 1975-79 5.5 2.1 6.3 4,7 27.3 0.27 y.7 3.5 25.3 0.85
197079 5.3 3.8 6.7 &3 27.2 . 0.25 .4 2.9 26.1 0.76

Source: ECA Statictics Division.
1/ Periods referred to ere 1970, 1975 arnd 1979,

!
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3. Acriculturs

Production trends 1579-1979

According to TAC nwroduction indices the averac: annuval grostly of aTricultural
mroduction in Africa was 1.4 wor cent for the neriod 12771270, ICA ficures, ! ;
showed an annmual increase of 1.7 per cent over the sy period {table IV.3.1). 3/

The former source gives a srowth over the precwiinc year of 1.7 7er cent in 1879 as
compared with 2.8 sor cant in 1270, vhile the latter gives fi:am': of 2.1 ner cent
and 2.5 mer cent resrectivels v. On 2ither basiz, therefore, the arowth rate was
substanmally loweer in 1279 than in 1277,

Iven rmore disturbing are the vwide dismarities in jerforrance by subrecions. In
1279 as against 1978, Yorth Africa's arricultural value adde’ increase” at constant
arizes hy a mere 1.1 wer cent, while that of st A7rica rose bw 5.1 per cont. Zast
Africa attained a growth rate of only 0.3 per cent, Cc:mpaxed with 2 per cent for
Central Africa. For the 19705 as a whole, the average anmual qrwth rate in
agricultural output was 3.4 per cent for iorth Africa and 1.4 per cent for East and
st Africa, with a necative ¢rowth rate of 0.5 per cent for Central Africa,

since it de"aanas larga},; on the tyee of la,nd available for czultlvatn.m and the mtune
of the measures taken to improve nroductivity. Droucht and socio-political factors
are rost often cited as underlying causes. In addition to these exogencus factors,
however, the sitiationh is also certainly due in part to other Zactors nore closely
related to acricultural policies. swh as the nature of investment programmes in
agriculture am"l incentives to farmars, and the obstacles to labour-intensive farming
created by the land-holdinc system.

As an examiration of the 1872 and 1979 croeth rates for individual countries given
in table IV.B.2 shows,. there are wide dismerities in performance. In 1572 there were
12 countries in developing Africa in which agricultural valve added was negative.
Cf the remaining 38 countries. three resordad orcowth vates of helow 1 wer cent, nine
between 1 and 2 per cent. four between 2 and 3 per cent and six between 2 and 5 per cent,
while 16 showed a rise in outrui of more than 5 per cenl o more. The situstion was
substantially different in 1979, with eicht countrics showing negative gromth rates
and seven a growth rate of 9 to 1 per cent. Fiftcen countries had groeth rates of
1 to 2 per cent, five from 2 to 2 par cent and nine from 2 to 5 por cént. vhile six
countries registered growth rates of 5 per cant or over.

3/ he FAO Index refers to gross output, including the ouzmut of crove, vegetables,
rubber, meat arid so on, but excluding the output of hides and skins, ﬁ.ﬁ‘.‘mrms, huntireg
and forestry products. #TCA estimates are however value-addzd and caloulated at constant
factor cost using single gencral vrice and not sectoral deflators. Thus the differencos
arise fram the different methodologies, coverage and Geflators used.



Table IV.B.1.

4T -

Groetth of real agricultural oubnut (percentage per annuEy)

- n - L7 S S i Eo 2w
2 + {14 Q’? {: .1 e ': p
1971 1972 1973 1974 1975 197¢ 1977 1573 1979 o007 Lo 20
Morth Africa 7.8 6.5 1.0 9.6 3.8 0.7 -2.1 4.7 0.1 5.5 0.4 3.7
West Africa 1.6 2.3 =1.3 4.7 =2.8 2.8 2.4 4.1 5.1 0.3 3.6 L.t
Contral Africa 2.0 0.5 0.5 1.8 5.6 5.7 1.7 0.2 2.0 ~0.3 NG )5
E&St Africa» O,, 4::3 202 "'3.53 “{}al 2»2 2;9 é}ag G%"} 1:}_ lc? :i.-f
Total developing 3.2 2.2 0.2 4.5 -l.4 1.2 1.0 2.5 o1 1.7 1.6 1.7
Africa
Major oil-exporting , o 34 2 4.4 2.5 1.6 3.1 3.5 4.7 L1 3.2 .
countries
Won-oi l-exportin : - - .
comtrics £l 2.7 4.2 1.0 45 2.6 1 .4 2.1 1.7 2.0 1.2 1.¢
G”fﬁg L caplta 1.3 0.8 1.6 1.0 2.1 5.2 1.1 1.5 1.5 0.7 2.3 i.4
100~-20¢ 3.2 1.2 0.9 5.2 -1.7 =0.% %0 1.7 0.3 1.8 1.4 1.%
200-300 0.7 6.4 4.9 1.2 -7.2 -1.5 0.8 3.8 1.4 1.7 0.5 1.1
300-400 8.6 12.1 ~4.0 4.5 7.1 4.0 4.6 5.5 3.5 5.1 2.1 A7

Sourge:” TCA Statistics Division.

Table IV,B.2. Frequency distribution of African countries by growth rates in agricuitural

production reasured by valus added to CDP L0788 and 1979

1875

North Africa
VWest Africa
Central Africa
East Africa

Total developing Africa

1579

Morth Africa
West Africa
Cantral Africa
Bast Africa

Total developing Af rica

ecntiva L O I Z o 3 o 5 and
Bt - belowr 1L Tolog 32 solow 3 helow 5 over
1 % 3
3 1 i 3 9
5 Z 1 1 2
3 3 4 2 2 3
12 ] & 5 15
2 2 1 1
1 5 2 ¢ ¢
; 2 3 1 3
4 4 5 1 2 1
3 7 15 5 3 =

Source: BCA Btatistics TDhvision.



Food production
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For the period 1970 to 1979, the indices of foodd production averaged a growth
rate of 1.5 per cent annually, or considerably lower than the populatlm gqrowth rates
of between 2.5 and 2.8 per cent.
oonsiderably betweon 1578 and 1579, from 3.7 per cent to 1.8 per cent.

Food production growth rates in Africa declined

Since the 1560s, food production has failed to keep up with the rise in demand.

Cereals {wheat, barley, rice), milk and meat have always been in deficit.

The vegion's

self%u{ﬁcmncy ratic 4/ for food deteriorated from 93 per cant for 1962-15%64 to 90

per cent in 1972-1974,

will decline to 81 per cent by 1985,

between 1985 and 1990.5/

TIF this trend continues, the region's food self-sufficiency

The growth in annual demand for the major f%28 con-
modities is estimated at 2 to 9 per cent boetwcen 1972-107)-and. 1985 and 2 to 7_per cont-

This ev*»rh-widenimg‘ gap petween tooa nesds and avarlanilifies

increases the need for imports. draining the already scarce foreicn reserve needed

for capital goods to enhance the nroductive capacity of national coonomies.

To match

these escalating food demands, production needs to double or triple its previous
growthi xate, but in many countries the emphasis is on industrial (or export) crop over

food crops.

The main staples in tropical Africa (maize,

tuners) .,

rice, sorghum, millet, roots and

although margmlly sufficient during normal prox laotion periods, suffer from

chronic fluctuations due to severe weather conditions, drowght, pests and disruption
of production as a result of socic-political preklams. During 1970-1979, production
of most food crops increased by less than 2 per cont ammually. and in 1979, production

was in most cases lower than in 1979,

Table IV.R.3 Food production in Africa
Crexstn rate
Crop 1574 1877 1373 '157¢ 19731973 19701973
: {?rnual average)
. .ZThousand rmetric tons. . srwavs PEY COME. . ucnonoann
theat & 504 5 500 5 920 7 3€3 £.4 1.5
Rice paddy 7 373 7 851 8 £130 3 145 1.4 1.2
Millet 9 427 % 444 10 373 10 185 ~2.1 1.9
Sorghum 3 a85 9 533 10 148 9 672 -4 .6 1.G
Maize 14 227 16§54 18 253 16 209 ~11.2 1.9
Cereals (total) 52 1098 53 668 KO 122 86 735 i 0 5.9
Roots and tubers €/ 252 77 6153 79 094 130 15D 2.2 1.9
Pulses 4 895 4 768 4 853 5 004 1.0 0.3
Cromndnuts in shell 4203 4 604 4 708 5133 a.1 0.8
Sugar {centrifixal, raw) 3125 377 4 903 3 597 -3.2 2.7
Toral meat 4 374 4 213 4 960 5 0% 2.7 1.7
Cows milk (whole. fresh) & 465 7 204 7 453 7 617 2.1 1.8

:

47 B8R ~ Damestic production/utilization x 190,

5/ FRD, The State of Food and Agriculture. 1972, Rome, 1979,

FAC, Fome, Statistics Division, Computer print-out,

27 Moverbor 1879,

oo, 2.

T
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Industrial crop productian

Table IV.B.4 shows that production of cocoa, coffee. sisal, seed, cotton and palm
kemel - inportant exoort Crops which largely affect the forel-:m =xchange positions of
Africin countries ~ vas lower in 1979 than 1870. In the case of sisal the wnfavourable
world price brought about by the cawpetition fram artificial fibres from the early
15608 onwards was the main reason for the drop in production. The spread of coffee
berry disease and political problems in producing countries are among the main reasons
for the drop in the quantity of coffee produced for export dumng the 1970s. 1In 1979,
however, only seed cotton, palm oil and olives showed negative growth rates as agam,:t
1978, while sisal showed a marginal increase.

Table IV.B.4. Industrial crop producticn in Africa

: Growth rate
Crops 1570 1972 1578 1978 T1978<1%79 1970-1879
, {Annual average)
vaoeseoOUSANG TOETIC BONS. o uane cevseenaPBY CENE. s cencosaa

Cocoa bhoans 1 115 843 872 952 9.2 ~1.9
Coffes, green 1 312 1158 1123 1149 1.5 ~1.&
Tea ' . 120 154 198 - 202 2.0 6.0
Sisal . 365 205 138 189 .53 -~7.1
Sced cotton 3810 3 050 3145 3 161 -1.4 ~2.2
Tobaceo {leaves) 166 230 201 213 5.0 2.8
Rhber 215 184 208 218 4.3 0.2
Palm oil 1136 1290 1 274 1 257 =1,3 1.2
Citrus fruits 3 154 3 399 3 349 3 44l 2.8 0.8
Olives 738 1 157 1 475 1 020 -5 3.7
Pineanples . 572 835 345 943 4.0 5.2

22.3 ={),3

Palm kexnels 725 570 579 703

Source: FAQ, Rome, Statistics Division, Computer print-out, 27 November 1979.

Livestock production

The mmber of animals in Africa has been increasing between 1970 and 1975, although
in ¥est Africa the cattle population vas actually loser in 1979 than in 1970, due to
the slbw recovery from the devastating drought of 1973-1974. In 1879 the incroase over
1978 was marginal for many classes of animals, .

Despite the large number of livestock in Africa. shortages of meat and milk
continue to be chronic. 2As indicated in a study conducted by the Internaticonal
Livestock Ceatre for Africa (ILCA), 5/ total meat production per inhabitant from
bovires and sheep and goats x:angr‘*d fram less than 1 to almost 50 kg per anmm. The
per canita average for Africa wasz 8.79 ky per annum.  The annual amount of domestic beef
and veal production per head of cai:tle has heen estimated o range from 10 kg to well
below 19 kgg the average being estimated at 15.92 kg, Tor capita milk production in

k¥

) _@/ Jahorke, Hans. L., "The Livestock scomomy of Africa", Occasional Beonomics
raper, Hu. 5, 1ILCA, Addis Ababa, Harch 1977. -
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Africa varics from less than ane litre per annum (Ghana) to 110.7¢ litres (Botswana).
“Annual milk yields in the majority of African countries range from 100 to 400 litres
per cow. ‘These data indicate the low productivity of African livestock and its
minimal contribution to food production.

Table IV.B.5. Livestock population in Africa

Growth rates
1270 1377 1878 1976 1870-1979 1973--1979
(Annual averaga)
cossasssOSINA H3aG. . v i 00w ssessvveocPRD CONE. cvacsnonce
Cattle 141 151 151 197 154 393 158 312 2.5 1.3
Sheep 125 854 133 332 137 781 138 g§12 1.5 1.2
Goats 128 471 134 875 137 700 139 825 1.5 G.9
Horses 3 506 3 432 3 548 3 hen 1.4 0.3
Asses 10 754 11 193 11 335 11 496 1.4 0.7
Mules 2 058 2 590 2 0s 2 125 1.3 8.3
Camels 11 218 12 178 12 268 12 552 2.4 1.2
Pigs 5 562 5 834 7 192 7 475 3.9 3.5
Poultry 400 122 489 077 500 506 518 548 3.2 2.9

Source: FAO, Rome, Statistics Division. Cowuter print-out, 27 ovember 1979.

Fish production

Fish production in the African continent rcached a peak in 1975 with a total
catch of 4.4 million tons. Production subsequentiy decreased o 1.3 (-2.32 per cent),
4.1 and 4.2 million tons in 1875, 1577 and 1978 respectively.

The inland waters of Africa. vhich cover a total of some 250,000 }ar;'?'; nearly all
support fisheries, in same casos on an intermitront basis derending on water lewels,
and sueply about 40 per cent of fish production in the continent. OFf this percentage,
river fisheries account for sone 34C.000 tons (estimate for 1978) . and this figure
would be much higher if fish caucht in small streams were reported. st of the catch
£rom rivers comes from floodplains, the ten major flood plainsof Africa yielding
about 280,000 tons annually.

The potential of fisheries in the Mrican regicon, although considerable is still
not fully evaluated. Decause of thelr dispersed rnature and freguently isolated
geographical position,; both river and lake fisheries are poorly developed. loreover,
the rivers and lakes are very often shared by several comtries, so that joint
subregional schemes need to be formulatzd for the rational exploitation and management
of fish stocks.



The most irportant bottlenechs in fisheries dovelomment include orocessing,
marketing, stovage and transportation. Coupled with these are the shortage of
trained personnel for operational and managerial positions, the lack of melated
infrastructural develomment, ard the poor traditional technology. Icss of fish
through spollags, and especially insect infestation, is high. Improved processing
by both sratiticnal and modern methods, handling and marketing should recsive mons
attention. Improved road networks would meke a significant contribution to the
axpansion of remote fisheries, in terme both of product distribution and of the
supply of necessary processing equipment and materials.

Forestry production

The major forestry products of the region inclure fuelwood, roundwood. sawnwood,
panel products, puln, paper and paperboard. The eostimated total volume of roundwood
ramovals in the region in 1878 was 373.4 million cubdc metres, 14 per cent of the
world total, but remresenting an increase of only 2 per cent owor the 1777 figqure.

In each of the following 10 cquntries wood ramoval in 1977 sxgeeded 17 million
cubic metres: BW" {13 million ™), Ivory Coast. {A{Jéa million m™) and Nigeria.
(83 million m”) in West Africa. Ethicpia (25 million m7), Merya (16 million m”) .,
Mozambique (11 million e V. Uoanda (20 rdillion m”) and ti“@ United ngubl;v‘ of Tanzania
(40 million w”) in Eastgyn and Scuthern Zfrica: Suden (29 million m”} in lorth Africa;
and Caire (21 million m°) in Central Africa. These are countries which have large
populations and/or a favourable forest rescurces endoament. In the majority of African
countries. total volum: of roundwood removals in 1975 was cither unchanged or
increased only marginally over the 1977 lovel. Gabon(® rer cont), Ivory (oast
(5 per cent) and Liberia (5 per cent) recorded decreascs in total volupe production
in 1978, ¥ flecting the combined effects of the sluggish overscas log marksts of 1977
and measures in the producing countrleu to conserve tirber resources by restricting
axports of uprooessed vnod.

Table IV.1.6. Production of major forest products in the Mfrican region in 1977 and 1873

Zawlogs and Other - Panel Pulp, paper and
Foalvood veneer logg rouryiosd Sanaroog ;-;acmﬁmts:a paperboara
Yeas {raillion m3) {million m} {raillion zf:3) {1 099 ) (1 420 w') {1 000 tﬁm._)
1977 32,6 13.E 8.3 A A00 771 66
1873 335.¢6 i7.5 3.2 B TF 760 580

Souroe:  FRO; R:m:, 1580, Yearbook of Forest Products. 1573,

Table IV.B.6 shows that total production of fuelwood, roundwood, and pulp, paper
and papoerboard in 1978 increased by 2.4 per cent, 2.1 per cent and 2.4 per cent
respectively over 1877. In the case of logs. sawnwood and panel products, there were
decreasas of 3.5, 2.8 and 1.7 per cent regpectively. The decreases in production of
sawnwend and pancl products were due to the decline in sawlogs production, which
adversely affectod raw material supnlies to millis.
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in the vhnle, the reeductdon trorde for dovants o 2frics in 1877-1873 werm
not very encouraging.  There is a clear reed for African countries to improve the
nerformance of thae forcstry subsector: particularly in respoct of producticn of the
varicus woot products trich are so essontial o the attairment of drproved living
stanfards f{'}}: the populations of the region. Efforts to achieve this objective must,
amxxw:rg tane due accovnt of the seyvices of forgsts in protecting the soil, immrov-
irey **‘:mfu},%“uml “‘?"Qx‘i}CL"" ty. and Jqenerally enhancing the quality of the erwirvonment.

"'imzt ‘*xm}f’

The use of such ivouts as improved soods and stock, chemicals, fertilivers. eoteo.
W very limited. Cencrally soeaking, seat imputs v lrported from outside the
continent, and many peesants, particularly those from land-locked and least developed
African countries, canrot afford thom. In view of the high cost involved, these
inputs, esmecially fertilizers, are often used pre-‘:r‘mhnmt?" on cash (export) crops
such as ooffee, cotton, cocoz, tohocco, ate., and littic on food crops. Food crop
yvields arce conscquently very lowr, and since the use of pesticides and other chemicals
is unknown in same areas. post-harvest losses ave hidgh.

To incroasc the us: of fortilizers and pesticides =o as to augment agricultural
oroduction sufficiently to meet, at least in part he growing food demand, Ifrican
countries should coneid:r joint production of furtilizers and pesticides through
subregional arrangements.  The installation of larme-~scale ¢ m'ziml fertiliaers
complexes at country loazl; as in the major industrizl couniries. is generally out of
question for Aflrica, nor and in the near futwr:s, on orounds of cost.

Tabdle IV.E.7. IV.B.€ and TV.B.% show the levels of conmzption of fertilizers

and pesticides by subrz fdon.  Bffective demand for those chomicals is encouraging, and,
az tablc TV.B.9 shows, frica is well ondowed with raw m'z"ﬁrz,wlgs.o

Takle IV.B.7. Phosphat: fortilizer consmmtion in Mrice

Region 15375 /77 18717718

ot Mirics 35 B&: 75 333
Central Africa o835 13 706
East Africa 71 535 I

Sourco . FRO Rome, Fertilizer Yoarbook 1373,

Table IV.B.8. Pesticide and fertilizor nmorts in Africs

a/ itregenous fevellizers

Pesticides (in 600 $US)~ {in retric tons) b/

Pegion 1876 1577 1875777 1871/78

+ Africa ©H2 503 51 803 7L 735 79 122
Central Africa : Z1 62 21323 .21 850 o575
Past Africa 44 301 5 522 103 g1z o5 174

Sourca §_/ FRO. Rooo, ‘52:&:‘%’3 Yormoor 1575
b/ FAD. e, Fortilizer Yeovhook 1979,




Table IV.B.9. Phogphate rock and potash. distribution in Africa

Comtries

Dentities

{million metric tons)

Concentration

(P, 0c)

1. Phosphate rock
Algeria

Angola

Egypt

Madagascar

Malawi

Mali

Mauritania
lorocco

HMozambique
Higeria

Senegal
Seyechelles

Togo

Timisia

Ugania

hited Republic of Tanzania
Upper Volta
Western -Sahara

£ baiwe

2. Potash

Central African PRepublic
Ethiopia

Libyan Arab Jamshiriya
Foroeco

286
600
310
240

1 500
2 500
4 000
25 200
500

(low qrade)

206
250

65

485

26 Q60
4 000
10 400
122%
4 000

10 (X,0)
40~50 {HQG}
1 {x,0)

{32.3% ?2 ﬁs} .
(32 & P, 033
(25 % Pz 05) :[ .
{(low grade)
(32 % B, 05)
(32 ¢ », 05}
(34 % P., 35)
(33 % P, 05)
(low grade)

(34~37.3% 9295)
(25,.3% 9205)

{36% p205)

{30 & PEOS}

(72 % PZQS)

(32 % Py0;)

{32 & PZQS)

{35 % 9295) X
{3% & P205}

240 (camalite, sylvinite)

Source: Provisional estirmates by the Mineral Unit of FCA, 1379,
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mable IV.B.10D. FPotyoleum and natural gas distribution in Africa

Petroleun CHatural gas

Countries (million barrels) (million cu. ft.)

3. Petroleum and natiral gas

Algeria 27 406 105 000
Anagola 1 236G 0
Congo 5 900 -
Egypt E 20D 7 308
Gabon 11 020 7 500
hana 1 -
Libvan Arab Jamzhiri 30 400 27 500
FOTOCCO : - 15
tigeria 15 200 10 050
R 1 758
Ganegal 700 -
Tairc 500 -

Source:  Provisional estimates by the dneral Unis of BCA, 1879,

e of tho frustrating characteristics of African agriculture is the use of
ineffective as opposed to modorn agricultural tools. Soil and climatic conditions,
coupled with the problem of poor roscarch and inndequate foreign exchange. constitute
the major bottlonecks to rapid mechanization of agricultural production in many
countries of the region. aAnimal dravcht methods of cultivetion have recently been
developed in some parts of Africn, but only sporadically and unevenly. There is
considernble interest in such mothods. since by anloying thom the farmer reduces

the heavy physical work and increaszes his productivity. apart from cbtaining a
source of milk, meat and manuwre. lowever, the rapid spread of animal draught in
tropical Africa is restricted by the killer disease tryvponoscniasis, and there is
therefore an urgent needd o intensify regearch on the control md cause of the
disease, and simultaneously to doevelop trymanotolerant breeds of cattle,

Agricultural trade

Tho pattern of trade zhown in table IV.B.11 continues to be dominated by a
small range of primary cormeditics such as coffee, cotton, cocoa, tea, palm oil,
sisal and rubber. Coreals and starchy roots are qrownm largely for domestic consumr
tion. Most of the acricultural oxport trade, both in cereals and tragditional
comedition, 1z with the develoved market cconomies. %here is little intra-African
trade, and it is increasing very slowly. The region often oscillates from a strong
to a weak trade rosition depending on rising or falling cormodity prices in the
extormnal markets an which the continent depends.
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Until the mid-1960s, African export trade wms dominated by agricultural crops
and minerals. &4 decade later. for n few comtries. petrolcum assumed 3 more signi-
ficant role in total exports. African irports, however. have tended to follow the
traditional pattern, aithough in the last two decades the inmportation of food,
mostly cereals and especially wheat has steadily increased to alaming proportions.
Whoreas in the 1960s African countries imported abont 3.5 million tons of wheat
annually. up to 197841979 the figure rose steadily to 12.5 million tong, and is
expceted to rise further to 12.9 million tons in the 19791980 crop year. 7/ In 1979
whoat, vhich is the major cereal imported. cost Africa about $US 2 billion, making
it the largest single Lmported foodstuff item. 8ix countries (Bgypt. Algeria,
Moroceo, Nigeria, Tunisia and faire) accounted for around 85 per cent of these
imports.  Table IV.B.11 shows Zfrican agricultural imports and self-sufficiency ratios
for 1972/1587% (average) and extrapolated to 1985.

Table IV.B 11. Agricultural tr=de indices for Africa, 1973 and 1979 (Base 1569/1%71 - 100)

voar __Import indices * ﬁxpcrt_iﬁﬁices '
Quantity Price Valuve CGuantity Price Value

1. Total agricultural products

1273 39.0 154.2 153.9 134.5 14,6 199.8

1979 292.1 273.5 737.5 77.4 25€.9 215.4

2. Food excluding Fish ' I

1973 115.6 156.4 137.1 103.3 131.2 134.6

1975 217.2 257.8 537.1 71.7 321.2 229.3

3. Crops |

1973 120.2 4.2 185.5 106.3 134.6 1z2:4

1975 200.4 252.1 513.7 79.8 313.1 243.8

%, Careals and cereal prexarations

1873 133.2 152.4 .. 203.6 69.2 157.5 105.9

1975 249.6 245.2 508.7 %2.5 239.8 95.9

5. Beverages excluding cocoa

1973 84.9 136.4% 115.8 , 121.2 131.4 158.5

1672 127.0 233.3 370.5 96 .4 376.5 358.2

&. Livestock and products

1973 100.2 149.2 198.6 120.6 12%.1 157.3

1379 200,90 277.8 520.3 79.8 24%8.6 206 .4

7. Meat and meat preparations

1873 59,0 151.2 153.3 134.9 14B.6 194.8

1979 292.1 273.5 727.5 77.4 256.9 215.4

3. Raw matgrials, excluding fish and forestry products

1973 117.3 136.7 157.9 105.2 135.5 144.8

1575 208.5 232.¢ 436,90 81.2 27.4 179.8

Sowurca: A, Statisticos Division, Rome

1/ Porecast by the lundon-based Wheat Council.



Table IV.B.12. African agricultural import levels and self-sufficiency ratio (SSR)
' {7009 metric wons)

1977107 ~mrage 1235 trend
Canmodi ty “Produc-  Net SSR Produc— Balance nemand  SSR
- ticn fpirts MR Ly % tion imports a,/ T g
Cercals - 42 054 6552 49 259 85 54 030 17 144 72 074 75
theat 5080 1260 9268 55 6577 7497 14 074 47
Rice 4652 1269 5312 739 6357 2224 5081 74
Maizz 11 B95 217 12 189 S8 15 993 [ 037 @07 8l
Millet/ ,
sorghum - . 14732 258 15454 95 18653 2 T4v 21 104 87
Pulses o 4 240 -342 3923 108 5 222 145 5 368 97
Swprs 2893  -40 2798 133 4525 -100 4 125 102
Citrus fruitg 2 226 ~369 1386 161 3110 1 047 2 063 151 -
Bananas 3585 -387 3183 112 - - - -
Meat - 2 952 -185 2807 107 4 291 108 4399 98
Beef and veal 1 704 ~188 1517 112 2 273 29 2 302 99
Mutton/larh 676 ~16 660 102 836 42 878 35
Figh 3278 ~535 2 741 120 4 86 540 4 525 8t
Mk 6238 1603 7853 79 9458 3553 - 12021 70
Fats.and oils - 2 513 =581 . 2 267 129 4 209 53 4262 99
Coffee 1278 -1115 165 775 1423 117, 283 4%
Cocoz 1050 =1 052 8 1235 -1 215 AT
Tea 151 20D LiowES e ~190 gz 332
Cotton 512 ~148 382 156 87 ~125 462 127

T T TRV s S )

Source: FAD, ECDC Renort on Agriculture, Pome,. Jun: 1879.

a/ Imports equal demand minus producticny wher~ oroduction excoeds demand, a
regative sign (-~} procedes the figure, thus indicating cxport potential:; a positive
figure indicates import needs.

Rural institutions and agroont . ~olorm

The main thrust of the efforts umdertalion by meny countries in the regior has
been directed towards implementing the Resolution and Plan of Action of the torld
Conference on Agrarian Reforr. and Rural Dovelcorment. The food problem remains a
basic concemn of naticnal Goverrments. and efforts to ensure food self-sufficiency,
in both quantitative and qualitative terms, are being intensificed, Considering land
a basic resource, many ~ountrigzs have taken reasuwres to rationalize land tenure
systems. More still neec o be doe however,



Some of the principal steps being vroposed and taken by some Covornments to
improve agrarian structures and rurdd institations includz: (a) collectivization of
agricultural oroduction; (b) strengthening of supporting services sueh as aoricultural
cradit and mechanical cultivation; () rohilization of savings in rural arcas:

(@) organization and management of state farms or comercizl fams abandoned by ox-
patrinte large-scale farmers; and (e) establishment of agro-industrial units. 2881~
tirnal measures have been designad to enhance the partisipation of v povulation -
men, wanen and youth -~ in development activities. Atbtamts are alsc being mode to
improve living conditions in rural areas through the provision of essentizl social
infrastructures. Some programmes have ircluded measurcs aimed at halting rueal
pxodus and promoting a more cquitable distribution of national incoms.

Other important roasures boing undertaken include: {(a) dovelogent of under-
ground water reserves and construction of irrigation dams and berrages to combat
drought; (b) irprovoment of seeds and livestock through research and animl breeding;
{c) improverent of distribution nctworks for agricultural inputs: () training of
farmers an@ technical staff. Purthormore, raral oooulations are increasingly hecaming
more actively involved in tiv: dovolopont decision-making, esoecially through farmers’
co~operatives and peasent and other associaticns. Bowever, rural dovelomment is
still Hamwered by lack of tochnicnl knoehowr on B oaxt of the farmers, inefficiont
extension services, lack of 2 notwork of feeder roads. water suwly and transport
facilitics. tle high cost of agricultural inputs and the high interest rates for
agricultural crodit,

Irmediate and long—term prosoocts

The FAO early-wnrning syston indicates that food shortaces and gunerally adverse
conditions in agriculture will continge in 1980/1531. T long-tem growth nrospocts
for African agriculture can b ovaluated wder tvo assumptions, trond-based §/ wnd
normative. 9/

Trend-based prospects indieate thet during *he next b decades, i.e. 19680-2000,
growth in production of 27 crops and livestock prodocitc will be higher, i.c. 2.9
por "cent per annum, 10/ largely xeflscting some rocowyy from the Jepressed agri-
cultural situations of the mid-seventics. Rowever, since wopulation will increasc
at the rate of 3 per cent wer annun, and food demnd 2t e xate of 3.7 poer cent,
during the same period. ouiput mor capita will doclinc. wnd for cereals in particular,
deficits will increasc, with S@%%mgt%f%lcmcy ratios {%%3s) Aecroasing fram 86 mer
cent in 1975 to 70 per cent in 1985 and 41 per cent in 2000, Seli-sufficiency in
respect of meat and milk will also dxcling,

Many more details, all regsindstic, could be given of tho result of a continun-
tion of present trends. However, if stons are takon to imploment the recormendations

8/ Growth rates vhich would orovail in fubiwe of post production trends wers:

to continue and demand is based on trend growth and United iations rediunm population
projections.

9/ Based on rost optimistic but feasible assumptions.

19/ Cawpared to 2.0 per cent during 1963-1575,



of the Regional Food Plan and the Lagos Plan of Zction adopted by the African
comntries in 1978 and 1580 respectively. accelerated growth in food and agriculture
is feasible. "An oxeminaticn of orowth rates based on the normative path, that is;
cn- maximem feasible growth performance, is therefore desirable. Crowth rates for
gross agricultural production under a normative scenario would be 4.1 per cent por
annum during 1580-2000, as copared to 2.8 por cent under the trend-based scenario
and 2 per cent actually achieved during 1963-1375. By commodity groups. the growth
rates under the normative scenario ara as given in tabls IV.B.12.

Table IV.B.13. Production growth rates: Mometive scenario (gross output)

3.963“-19'75 1980~2000
(ner oont)
Cercals 2.0 4.2
Cther food crops 2.C 3.7
Hon-food crops 1.8 4.0
Iivestock 2.0 5.2

Source: FAO, Rome.

To achieve the above results, the value of inputs as a rroportion of the value
of gross output would need to be increased from 11 per cent in 1980 to 13 per cent
in 1850 and 15 por cent in 2000, However, the self-sufficiency ratios for all the
above comodity groups except Yother food crops”, as well as for "all crops and
livastock™, would decrease. Increasing imports of cereals and livestock products
would therefore, e required to moeet growing demand. “imilarly,. for non-food crons,
the exportable swrplus would docreasa,

Table IV.B.19. Zelf-sufficiency ratios in the normative scanarico

1873~-1977 1980 2000
{ver cont)

A1l crops and livestock 108 105 102
Cercals 24 32 78
Other food crops 164 o4 104
Hon-food crops 403 304 2533
Livestock products 33 a2 37

Source: FAO, Tome.



Particularly since the devastating drought of the eaxrly 18793, the seriousness
of the food problem in Africa is fully renlized at all lewsls of government in the
region. All Covermments in Africa now expressly assign high priority to agriculture,
and in particular to food production. &t the intornational lowvel the African
Hinistors of Agriculture, through the Frectown Declaration (1976} . reaffirmed their
intention to fight hunger and malnutrition and reguested FAS, BCL and other relevant
organizations to draw up a Pegional Foold Plan for Africa (AFPLANY) which on imple-
mentation would enable the OAY momber States to be sclf-sufficient in food by 1390.
The plan, which wvas andorsed by the fonth FAD Conforanee of Ministors of Xriculture
(srusha, Septamber 1978) calls for investments totalling about $US 27 billion {(in
1570 prices) during the plan period. PRecontly, the Lagos Assorbly of Heads of State
and Govermment of QAU adopted similar recommendations to increase food prodhaction in
Africa. Concrete responses ars expected in the near future. Givwen the political
will to pursve the recomendations and investment targets in these two documonts
vigorously anough, Africa might yet bocoame much more self-sufficient in food bofore
the end of the coentury.

The immediate aim should bo to reduwe Mfrica’s food inports I 50 per cent by
1885. To achieve this goal, 2 number of policies will have to be pursued so as to
enable African countrics not only to reduwe the region's dependence on other continents
for its food needs ut also to increase the flow of agricultural trade among
countries of the recion, and this will conly be possible if Africn can achieve higher
growth rates in agriculture in the 1980s. ‘any such policies are cutlined in the
Dovelomment Strategy for Africa for the Third United Mations Development Decado
and more concretely in the Iagos Plan of Action. The expension of intra-African
trade in both agricultural ané non-agricultural products, includinge the reduction or
elimination of all customs duties levied by States on intra-Tfrican trade in basic
food comodities produced by African countries (cersals, coffee, pulses; sugar, meat,
maize, fish, oilsccds, rice. wheat, sorghum,Adlliet, oo, vegetable oils, ete..), is
the central feature of the strateqy. The RO Mricwm Coredity Intelligones Sorvies
is also geared towards strengthening the region’s camability to handle increasod
intra~African trade in agricultural products and foodstufis.
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8 Develomont of maﬁafacturiﬁglia§ustny4in Africa

Introduction

Menufacturing in developing Africa is dominated by light industries, which account
for about 68 per cent of total manufacturing value added. Momufacturing output per capiia
is the lowsst among azll developing countries, being only a mere 3US 15.1, and Africa's
relstive share in total world menmufacturing production is leés than 0.8 per cent, compared
with 9 per cent for the developing countries as a wholc. ©Cne third of the African
countries are responsible for 8% per cent of ths maﬁufactﬁriﬁg vazlue added in the contie-
nent with three countries, Egypt, Nigeriz and Ivory Codst, accounting for more than
ope-~third of the totnl. '

African trade in mamfactures is heavily dominated by imports, with exports of
manufoctures growing at 11.5 por cent in 1970-1975 against a 28.95 per cent increase in
imports during the same period. The gdverse terms of trade resulting from the tradie
tionel pattern of interchange have made Africa o net importer of mamufactures, Infraw
African trade in manufacturing amounts to less than 25 per cent of Africa's total exports
of manufactures, and to only 7 per cent of {hépworld ifédémihdaéhﬁfécfures.

“"Mhe International Developmeﬁi'Stfétégymfor the Second United Nations Develoment
Decade targeted an average rate of growth of at least 8 per cent in mznufacturing output
in developing countries as a whole during the 1970s. Other objectives are: (a) promotion
of industry in order to achieve rapid expansion, modernization and diversification of
the economies of developing countries; (b) the expansion of the industries that utilize
local raw materials, supply essential inputs to both agriculiure and other indusiries
and help ineresse export carnings; and (c) the prevention of the smorgence of wwmtilized
capacity in industries sspecially through regional groupings wherever posaible,

Trends and growth targets

For Africa as a whole manufacturing registered a low raite of incresse of 6,7 per
cent in 1979, as comrared to 7.5 per cent, 7.2 per cent and 8,9 per cent in 1978, 1977
and 1976 respéctively. The average ammal rate of growth bhas nevertheless accelerated
in the second half of the docade, from an average of 5.7 per cent during 1970-1975 to
an average of 7.5 per cent during 1975~18979. The annual averaée of 645 pur cent for the
whole decade is still, however, 1.5 per cent below the target set by the strategyy over
the decade, only the 1976=1978 average annual rate of growth of 7.9 per cent came close
to the targel growth rate, At the country level, however, it is perticularly disturb-
ing to note that the only 1l countries, or aboul one~fifth of the African countries,
able to achieve the growih target of 8 per cent throughout the decade were Gabon, Ivory
Coast, Kenyz, Libyan Arab Jamahiriya, Malawi, Mauritius, Nigeria, Rwanda, Seychelles,
Jwaziland and Tunisia. The disappointing performancs in 1879 was reflested by the fact
that only 8 countries mansged to.register. an increasc of 8. per cent and over, as against
14 countries in each of the previous tuc yeors. The reasons for this failure to achieve
the target growth vary between couniries, btut it can be generally stated that the
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continentls poor p@rformange‘;n agticulture and itgyrelatgvg failure to achieve the
decades overall target of a 6 per cent a yeer growsh in total GDP hod & direct
impact on the disappointing growth of mamufecturing inductry, However, this
generalization conceals yide disparities in performance un both per cagiﬁa*iﬁéémé*¥~
and geographical basis, as vell as betwesn oll-producing and non—cil-producing
countries,

Although the growth of manufacturing ouiput in the major oll-exporting
countries seriously deteriorated in 1979, to only 6.1 per cent compared to 9 per
cent in 1978, 11 per cent in 1977 and 23.3 per cent in 1976, over the decade as
2 whole the major cil-exporiing countries were able to achleve an averasge anmual
rate of growth of ll.l per cent, compared tc the ,,4 per cent achieved by the none
vil—exporting countries. The growth of output of oil~exporting countries accew
leratsd zomewhat in the sccond half of the decade to 12,7 per cent comparsd to
1C.4 per cent in the first half. It i3 only in 1979 that the non-oll-exporting
countries have managed to gohieve a higher rote of increase thon the oll-exporting
countries, 7.7 per cent compered to 6,1 per cents

Table IV.C.1 : Growth of monufocturing output (in percentage per annui)

wmw
Mversge anmial rates of

Arnual growth rates growth
1973 1976 1971 1978 1979 1970~ 1975~ 1970~
1975 1979 1979

Werth Africs 6al 1343 9.5 G & J.6 5e 0 9.7 Te1
Uest Africa 12.3 16,9 1.6 Ted 4.1 2.6 B.g 8.7
Central Africa ~13,9 ~l.7 5.2 0.4 3.8 2,1 Ze0 2,0
Baat Africa ~3,0 -4 2.6 Sel Fath GeZ 3.8 del
Total developing Africa 3.5 8.9  Te2 Te5 6.7 Je 1 [ a5
Hajor oilecxzporting .

countries Te 6 23,3 1l.0 9,0 Gal 10,4 1.2 1la1
Non~oil-exporting

countries 2ol 4.7 E.4 Todl 765 446 605 5l
Por capiia GDP of ‘

Less then 3US 100 Cel 0.5  3a3 304 =3ud feB 0.9 2.9
Per capits GDP of ) 4

#US 100 to under FUS206 1.2 Ta5  6s7 8.3 405 3.4 648 19
Per capita GDP of $US200 ‘
4o under $JSI00 49 Geh o Ba1 7ol 9.2 3.9 7.6 5e
Per capita ODF of LUS300 , o

to wuder SUS 400 ~5e5 Tel 1.9 13,5 3.2 7.0 £l £aT

JSource: LECA Statistics Division,
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Classifying the non~oil-—exporting countries according t¢ 1970 per capita income basis
reveals that the low income countries (per capita income less than 3U5 100) did worse
in the second half of the decade than in the first half, average anmual growth rate being
only U.9 per cent, compared to 4.5 per cent in the first half. The growth of the middle—
income groups, with per capita income between $US 100 and 300, cn the other hand, almost
doubled in the second half of the decade. Except for the countries in the middle income
group $US £00-300, mest of the countries in the other income groups performed less well

in 1979.

Classifying the African countries by subregion reveals that North Africa was able
to increase its mamifacturing output marginally, and Central Africe significantly, while
in West Africa and Fast Africa rates of increase declined sericusly from 1978 to 1979.
In terms of total performance over the decade, West Africa was the only subregion which
managed 1o achieve the target growth rate, although North Africa alsc came close, with
a better performance in the second than in the first half of the decades The performance
of Central Africa in contrast was disappointing, at only 2 per cent, followed by East
Africe with 4.3 per cent,

Strategies and policies

The disappointing performance of African mamfacturing industry during the 1970s
can be attributed to mary factors, most important among them the bad performanee of the
agriculiural sector, the smzll sige of the domestic market due to low levels of purchasing
power, lack .of capital, shortages of imported raw materials und skilled manpower, ineffi-
clent management, ineffective central indusirial development and ancillary specialized
institutions, underpricing of industriel products, excessive cost .of production, lack of
repair and maintenance facilities, peor=quality processing and fabrication, small produce
tion units with few economies of scale, inability to adopt technology due to weak absorp—
tive capacity and undeveloped infreastructure, the development of the technology of synthe-
tice and the proteciionist practices of developed countries.

T remedy thie unsgiisfactory situation, Africen couniries resorted during the 1970s
to various industrialization sitrategles and policies with verious changes inm emphasis
and direction during the decade. Vhile some countries resorted to ambitious programmes-
of fuport substitution, others sought to promote expori processing sones and the devew
lopment of exporteoriented, industries., BSome couniries, with high unemployment pressures,
paid more attonticn to establishing employmente~creating industries, while others, such
ns Algeria, Ivory Coast and Tunisia, focing ricing lobowr comto faveurcd hoovy induwniries,
Courtrise liwe Conge, Ghong, Guinen apd ali with dordgant steto-owmed ontorprises
congtantly pursued rehabilitation policies to make the public sector profiteble. Some
countries, like Morocco, Swaziland, Togo and Tunisia resorted in the face of rising
compotition for their industrial producis to an expending poliscy of diversification,
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Most Goveruments of the region actively pursued rehabilitation and promotion policies for
indugtrial growih by estaeblishing promotion boards, central development agencies, ancillary
specialized instituiions and troining centres,

Import substitution was pursued on a virtually continentwwideescale in an effort o
case B&Eance«cf—paymen%% presgurcs and provide employment opportunities. While succeszful
in some countries in creating o sizcable consuser goods sector, it failed in others, as
it led %o the creation of high-cost enterprises, As import substitution policy is mastiy"
dictated by internal demand situation and largely influenced by imported technelogy and
management, it has not produced the desired effect in most iAfrican countries, whose
domestic markets are generclly small, with a low level of effective demand, Thus, most
¥ {the iaport substitution industries suffer from excess cabpacity and are not able to
ahsorb enough of ths ”rawing labour force, dug to inefficient monagement and shortage of
imported raw materials, spere parts and maintenance facilities, Morcover, market imper-
feetions associated with the price system preveailing in some African countrieg have given
local producers of raw matorial insufficient inducement %o market their products to
processing centres.

. t .

As o result of the gencrous concessions granted to import substitution progrommes,
imporis of capitzl goods in most of the countries rose rasber than growth in CDP in real
ternc, Hovever, the exemption of imported raw materials from import duiies hes strained
the balance of poyments encouraging some countries to resort excessively to cepital-intenw
sive technigues, regardless of their ability to adapt tethnology and disregarding their
comparstive advantage'of abundent lobour relative 4o capital. This bas further depressed
the unemployment situation and has discouraged the development of domesiic machine~building
industry. In Mouritonic, sugar production hos cost more in terms of foreign exchange
than importiné refined sugar. Other countrics, however, have had more succcsd with
popital-intensive industry. The Unitsd Republie of Canerocon successfully imports alumins
from Ouinea and exports mamfzciured aluminiwnm products 1o Chad and neighbouring countries,

The wdverse effect of import substitution with high levels of protection con cost
composition is further compoundsd by the uneconornical senle of production. High industrial
priecs sheltered by high tariffe, increased the cost of sgriculiture, thereby further
accontugting rural-urban income uisparities. Indeed, all the savings realized through
1wpor€—°ubst1tut10n programmes hove been. partly offect by the drain on scarce foreign
sxchange, Halewl, in its programme for 13979, realizeu the limitations of iuwport sub-
ztitution progremmes ond resorted to bropgen the export capabllities.

Tiport promoiion or the.es§abli$hmeﬁt of export-oriented industries wae one of the
1zin Africon industrializption strotegies in the 1970s, oanc has enablec some Africen’
sountfice to earn additional incomes and.Foreigu exchange by expleiting th2ir relotive
sbundent labour ond natural rosources to cxpund rrocessing and fabrication., The trend in
10t African couniries hos tharafore shifted towards sn outvard-looking industrinlization
wttern, with heavy concentration on export-processing zones and incentives ond sxport
remiuwns to encourage further processing, This policy has enchblsd some countries, notably
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Algeric, Benin, Ivory Ceast and Tunisia to bresk into some Buropean markeis. However, the
success of this policy has beon hompered by the developnont of synthetics and the general
lack of nroduction and maerkeiing expertiss in Africo. The high rote of effective protec—
tion, sspecilally ageinst labour-intensive products of ceveloping countries, and the quota
restrictions iwmposaed by developsd countries have created instability in vorld merkeis and
considerably hindered the grovth of expori-orienied industrics. In Morocce, for example,
industrial growth slowed from 7.1 por cent in 1977 to 4.1 per cent in real terms in 1978,
inainly due to the gquote restrictionsz Lupored by the Furopcan Comaunity on imported fextile-
goods, anhd the problem is ecvcen wore sericus in the land-locked couniries, with their &
extrenely poor infragtruciure and lindted exploitetion caprocity.

Therefore, most pelicies in the 1970s were directed neinly towards remedying the
provlems arising from awmbitious ilmvord substitution programmes ond the sluggish export
dorkete for the African countries' mrin producis. Loy countries have stresgsel the need
for indigenous industrialisution to onceurage the exponsion of small and mediwiescale -
industries, with their low enpital-lobour rotio and smaller energy recuirements, and to
momote grester wtilization of local skiille and resources. By offering batter credit
faeilitics and tax exemptions, Houritania's new investment c¢ode has successfully stimulated
nrivate investoent in snall ond nediwegized manufceturing enterprises.e Countries whore
foreign~owned onderprisc iz demizent, such o2 the Undted Hepublic of Camcroony have pursued -

policies deslgied to eneosurzge locul ouwzsrerlp of swall ond mediws-sized industries.

The policy of indigenizotion hos been speeded by the policises of regicnalizetion
and locolizstion. Africon coumtriss paid considorable ationtion to thess policies in the
1970s to cope with their resource control ~nl regionsl developnent in an effort to bring
cguality in the ruezl--urboa teras of trode. The Ivory Coost, unier its new investment code
of 1978, egtatlished differonm.ial praomiuns for entorporizes cestablished outside the capital,
Upper Volto encournged indigenisction by zn order issued in 1975 that rogquires all foreign
enternrises 1o open their coylial fo public porticigation up teo 51 per cent in priority
sectors ong urto 3% por onl in other zoctors, ‘
Host mationnl policies in 1+ 7 75 T oot Iop oconcencieng Ln oopder to attraot
foreign capital which could incierss countries' copocity for fuiurs industrialization and
technologicel growth, As foreign investment decisicns cre basically influenced by assesee
ment of profit-maldog potenticls from among = orli-wride choicse of production locations
end effective demand and supnly situstions, this hos led te o war of incentives which
inoviteoly strodins the Afvicsn countiries' belrnce of poymentss. EBupericnoc hes, however,
sacwn thet the invesiument of foreign capltel is o slov process, onl there is therefore an

urgent need 1o open Africon countries’ merkets to each ovher, relux regulations and other
mecsures governing the use of private netional ond foreign cupitel, and undertcke various
forms of long-term industrinl co-opersiicn. 4 stord hos already been sode in this lost
respects for oxemple, Ghani, Ivery Goasi rnd Tege howve built cement clinker plant as a
Joint venturc, while Sierrr Leonc rnd Liberia are prometing infustrial development through
Thoe Hono River Union,
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Renlizing the impact of rising oll costs cn thelr industirial growth, African countries
have instituted various energy conservaotion and developuent policies. Hydro-ocleotirical
production is being develoned in @ number of countries: the United Republic of Camercon, for
instance, with ite huge cluminius smelting plant, has levoted considerable attention fo
hydro-power generation with the aim of doubling installed capacity by 1%80. Other countries
have succeeded in similar efforts to the point vhere they can meet the electricity require-
ments of neighbouring countries: Chena, for example, supplies 92 per cent of the electricity
regudremnents of Benin ard Togo,

There have =lso been continuous changes in the rels of the State regarding the estab-

lishment and management of parasietal institutions and corporations in many Africaen couniries.

In both the United Republic of Tanzanin and Zambia, the rols of the State was expanded in
the late 1960s, ir the former zlong the guidelines laid down in the Arusha Declaration
{1987) and in the letier following the Mulungushi Reform of 1968. Sinilar changes took
rlace during the sarly 1570s in Ethioplsay ladagascar, Somalia and the Suden, covering noct
only instifiudional zspects but alsc the streamlining of decision-making processes and
pricing and employment policics in parastatal govermpent corporations.

Conclusion

The overall performemce of the manufacturing sector in Africa measured against the
global objectives of the International Development Strategy for the Second Unided Nations
Development Decade is indeed far from sziisfactory, despite the efforte that have been
nales, Pirstly, no significant structural change has trken place in this sector. Industry,
which iz gtill in its infuncy, remains largsly undiversified and dominates by light indu-
stries e.ge food, beverages, textiies, footwerr, etc., while maumufecturing is still lavgely
agro-baged. Secondly, industry is etill highly concentrated in cerisin subregions (North
Africa and ¥est Africa) nnd countriss (Algeris, Bgypt, Morocco, Nigeria, Zaire). Out of
53 African couniries listed in the UNCTAD Honlbook {1977 supplement), 22 {comprising 80 per
cent of the continent's populetion and 90 per cent of its ODP) accounted for 97 per cents of
manufacturing output in the mid-1970s,.

With & shere of 15 per cent of the totval GDP, =nd approximately 9 per cent of the
total menufacturing output, of the developing countries, and only 2.3 per cent of the GDP
and o meagra 0.8 per cent of the manufocturing cutpus of the world as a whole, Africa
remaing the least industriclized and leost developed region in the world,
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D. Monctery, fiscsl and price developments

45 table IV.D,1 shows, money supply rose at an average annual rate {simple averagc for
developing Africa as a whole) of 13.6 per cent during 1267-1972. In 1972-1876, this rate
accelerated to 25.8 per cent yvearly to decelorate to 18.7 por cent growth rate yearly in
1876-1979, : ‘ -

Of the 35 countries for which data are provided in table IV.D.1, 33 had an average
annual rate of monetary expansion during 1967-1972 of from 1 to 20 per cent while in the
remaining two countries the range was 20.1 to 50 per cent (see teble IV.D.Z). During 1972-
1976, by contrast, only eight of the 35 countries were in the 1 to Z0 per cent bracket,
while 25 as against 2 countries were in the higher bracket. In 1976-1979, 18 countries out
of 35 were in the 1 to 20 per cent bracket and the remoining 17 in the 20.1 to 50 per cent
bracket.

Table IV.D.l indicates that the maior causc of the expansion in meonev supply during
1967~1972 was the increasc in nct forcign assets held in the banking systen.  The situntion
changed from 1972 onwards, réflecting the sericug deterioration of the balance of payments
of non~oil-exporting Lfrican developing countries. Net forelgn assets rose at the
negligible average annual rate of 3.3 per cent during 1972-1976, and registered n serious
decline of 22.6 per cent vearly during 1976~1979. Obviously, this decline has had a
deflationary effect on money supply. During the pericds 1972-1976 and 19876-1979, deficit
financing expanded enormously, Met claims on the Government rose at an averase annual rate
of 60.4 per cent in 1972-1976 and 65 per cent in 1976~1%79. Similarly, bank credit
extended to the private sector increased substantially from an average annual rate of 6Z.1
per cent in 1%967-1972 to €5.6 ner cent in 1972~1576 and 80 per cent in 1976-1972,

Thus the oxpansion of domestic bank credit extended to both the privats and the public
sectors has been the pajor expansionary foctor since 1972, while the deteriornting nct
foreign assets have played o contractionary role.

As a rvesalt, inter alia, of the relatively mild sverage annual growth of money supply
during the years 1967-1972, coupled with the grewth in real GOP of about 5.6 per cent
yearly, the average annu2l growth of consumer prices in Mfrican non-oll developing countries
was modest, on average between 4 and 5 por cent yearly. But with the zccelerated monetery
expansion during 1977-1976, consumer prices rose at an average nnnual roate of 17 per cont
over the same period. GDP in rcal terms grew during thaese years at an average annual
rate of % per cent.

During the years 1976-1979, despite the e¢ffnorts made by a large number of African
developing countries to curb inflation through 2 series of stabilization measures, which
reduced the rates of monetary expansion to some 18.7 per cent the rate of gonsumer prices
accelaorated to abova 18 per cent as z result of the slow growth of reanl surput (4.8 per cont
yearly) the poor performance of agriculture, and the larce rise in the prices of imports
including oil.

with comsumcr prices increosing during the 1970Gs at an average annual rate of
about 2.7 per cent in the industriclizoed countrles compared to about 15.6 por cent during
the same periced in developing Africa, the competitive position of African exports vis-a-vis
the industrialized countrics detericrated, and with sver-valuesd eurroncics resulted
in widening balance of payments deficits in Rfricn., Prompted by the worsening of inflation,
the Govermments of the industrialized countries have had to abandon traditional demand
management policics oriented towards stimulnting growth, and resort to tight fiscal and
monetary policiles which have adversely affectod Africon experts to these countries. What is
more, the very high rates of consumer prices prevailing in develoring Africa will not only
make it extremely difficult to build up domestic snvings, but could lund to slower growth,
in real terms, of fixed capital formaticn. The detoriorntion in the herms of trade of tho
non-oil-exporting developing African countries means that © larcer prorortion of their



- B -

Table IV.D,1l. Frequency distribution showing changes in varicus monetary asgregates in Developing
MErican countries, 1567-1979,

Mumber of countries with the following percentage increases

Hegative 1 to 20 20.1 to S0 50.1 to 100 100 and over
Money supply growth rate per annpun
1967-1972 (35 countries) 33 2
1972-197¢ {35 countrics) g 25 1
1976-137% (35 countriecs) 2 18 15
1970-1979 {35 countries) = 18 17
Influence on money of:
a) Net forelgn assets
1967-1872 (35 countries) - 10 5 B 5 7
1972-1976 {35 countries) S i 8 3 7
1976-1972 (35 countries) 21 2] 3 1 2
1970-1979 (35 countries) . 19 27 4 2 1
B} Net claims on Government ' _ ‘
19671972 (33 countries) DR RN ¥ ¢! 4 9 4 6
1572~1976 {35 countries) 7 5 B 7 8
1876-1979 (3% countries) & 1 9 10 9
1970-1979 {35 countries) G 2 10 8 g
¢) Cloims on private sector
1967-1972 {35 countries) 2 2 10 15 &
1972-1976 (35 countries) 2 2 8 15 g
1976=-1979 (35 countrics} 1 2 12 9 11
1970~1979 (35 countries) 3 8 .15 <]

Source: Compiled from country data in IMF, International Pinancial Statistics, Val, XXVIIL, No, 2,
February 1975; Ho, 11, November 1875 and Vol. XXXIII, No, 10, Octcber 1980,




Table IV.D.Z. Average annual rates of expansion of money surply and factnrz affecting roney sunnly
as percentages of the total changes in money suoply, 1967-1979 A/

Growth rate of money

supply B/ per annum Peroontage incrense dn monev supply due to

og

Roet foraloan assots Het clalms on Govi. Claims <n privats sector
1967~ 197z~ 1976- 1967~ 1972~ 1276~ 1967~ 1872~ 1876~ 1967~ 1972- 1976~
Country 1972 1976 1979 1972 1976 157% 1972 1976, .. 1979 . 1872 187¢ 1379
ilgeria 19.3 23,5 22.1 1.5 20.1 10,1 28,8  14.9 48,4 101, 98,6 61, 3
Benin 17.0 2..8 13,5 56.2 7.4 -87.9 -11,9 -10,7 -35.4 73,7 120.6  193.1
surundi 3,1 1%.2 30,2 118.6 93,7 33.4 22,1 12,8 48,7 60,1 41,z 74,7
Contral Afcican . ,

Rerublic 8.5 1%.3 11,8 -69.5 28.7 30,2 7ALE B4a.7 6.8 103.1 1a.@ 35.,¢
Chad ¢/ 7.8  20.¢ 18.8 67.1 ~7,4 -48.4 811 45.5 2.4 -6,0 88,3 138,23
Congo 7,8 21,1 9.5 26.9  ~33.2 14,1 7.5 70.9 69,3 67,2 117,1 49,7,
Laypt 6.4 22,2 30.8 -32,3  =39.,5 -=32,2 121.¢ 95.1 13,z 29,0 45,1 35,1
Brhiopia 9,5 15,1 13,9 1%.4 86.6 -50.0 17,5 53.5 S0.,1 86.8 i4.4 123,
Gobon i4,6 €2.5 -2.6 -5 19.4 385.1 ~28.,1 21.3 ~1¢5,% 151,6 68.8 ~158.4
Goambizn 12.8 26,8 4.9 107.8 61,1 -705.9 - 779 3499 9.5 -5502 © 401, 2
Chana 16,0 29,8 46,0 5%.3 ~7 .6 7.0 26.¢ 130.5  1li4,} 73,0 -0.6 10.:
Ivory Coast 5.0 30,1 21.5 1,9 -7.2  =15.5 =5.¢ -4 2 - =105 121,32 113.2 143,1
Kenya 5.5 18.4 24,7 34,6 2.3 23,1 23,5 37 9 2204 5a, 2 59,3 6,3
Libya 36.8 30,2 11.¢ 12,0 12,7 61.0 - 24,6 gl.1 22.3 55,5 276
Madagascar cf 14,0 11.5 12.3 18.5 ~3,& =0.2 15.¢ 65.0 66,9 96,4 5.0 49,5
Malawi 12,5 17.% 12,0 ‘4.3 -85.8 ~119,7 23,4 135.1 6%.0  56,L 68,7 192,k
Mali 6.5 20,6 18,8 -111.,3 =177.4 0.2 247.1 2Z51.5 64 ~£3.0 61,7 54,9
Mauritania 15.6 29,8 2,8 -i1.9 ~15.5 =162,3 =~11.5 29,7 113,92 162,58 134.3 160,9
Mauritius 18,1 32,4 14,3 7.0 15.5 =83,1 ~0,2 39,4 148,85 42,1 56,9 62,2
MOYroooo 11,2 21.0 17.1 28,0 5.6 ~0.8 48,7 46.8 71,2 35.2 48.2 32.1
Niger 10.3 22.7 30,1 18¢8.0 74.6 -2,5 ~61i.,4 =-26,8 -17,1 30,9 82,8 133.9
Higeria 21.4  47.5 12,8 25,2 £9.6 ~-%.1 48,5 0.03 66,7 63,4 36,8 68,7
Rwandan 11.8 32,2 24,4 34.1 7B.2 121,66 105.3 -2.1 —-24,8 27,5 34.3 26.8
Sgnegal 0.3 27.7 14.1 -24.6 ~17.7 -96.8 16,7 19.8 23,7 120.3 106,85 196 .4
Slerra Leone - 12,7 18,9 24,2 126,31 =-73,0 =~21,1 -9.,9 176.5 144,8 26,9 39,5 26,6
Somalia 4.6  23.4 32.8 114.8 3l.4 =12,2 =-27,6 31.8 72.9 50,8 82.9 41.6
Sudan 12,2 27,1 33,4 -66,0 -65.4 ~-15.6 144,7 141,3 87.8 45,2 31.0 41,1
United Republic

of Tanzania 17.7 22,0 25,2 44,9 ~21.4 -16,5 64,0 136.1 106.7 1z.,4 -8.,5 7.8



Table IV.D.2. (cont®d.} Lverace annual rates of expansion of money supply ~nd factors affecting rovey

sunply as percontages of the totsl changes in money supplv, 1967-1979

Growth rotoe of money

sueply b/  per annom Percentage increnses in poney supply dug to
Net forelgn assets HNet claims on govi, Claimes on privote sector

) 1967- 1972~ 1976- 1967~ 1972~ 1976~ 1967~ 1872~ 1976- 1867~ 1972~ 1976~
Country 1972 1976 1979 1872 1976 1979 1972 1876 1979 1272 LEHTE 1975
United Republic of

Caperocn 13.3 24.0 25,2 6.3 -7.8 8,7 13,2 0,1 ~&8,4 97.5 108,45 140,14
Tego 4.8 31.2 21,1 30.9 57.5 ~10.9 37 ~1l6,1  25.5 21,8 73.3 31.6
Tunigin 13,1 21.1 16.4 689.2 a.l 7.8  -10,0 1B.% 20,1 81.5 103.,3 76.8
Ugzndz ¢/ 4.0 30.4 ~20,7 =146 =0.7 4.8 125,92 79,1 46,8 3z2.9 1.8 37,6
Upper Volta 9.4 31.4 15,4 159.4 12.3  =65.2 ~1206.1 ~=8.6 0.5 9.6 119.,7 142.9
Zalre 17.3 32.0 4%.8 9,7 ~Z4.0 0.5 55.7 19,0 107.% 51.6 51.3 37.8
Zambia 15,1 16.2 10.1 =33,2 -59,0  -77.2 12€,5 161.8 268,14 3%.9 83,5 40,4
Simple average for

developing Africa 13.6  25.8 18,7 371 3.3 22,6 32,9  60.4 65,9 £2.1 65.6 80,9

Scurce:r Calculated from countrv date in IMP, Internstional Financial Stdtiﬁtiaﬁ,gVol. XEVIIX, No, 2

February 19753; No. 11, November 1975; vVeol, XEXIII, No. 10, October 1980,

a/ Figures do not add up exactly to one hundred because of the exclusion of some jtems.
b/ Money plus guasi-money,
¢/ Period 1967-1978.

¢
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domastic output will have to be utilized to obtain a given real inflow of imported goods
and services. This diversion will raduce the avallability of real resources to sustain
their development: momentum, et

The rise of inflation in developing Africa has been both dramatic and widespread. The
number of countries recording over 15 per cent increases in their consumer prices was 21
in 1975, 10 in 1976, 12 in 1977 @nd 10 in 1978. In 1979, there were still nine countries -
thogse include Burundi, Ethiopia, Chana, Ivory Coast, Rwanda, Sierra lLocone, Somalia, Sudan
and Zaire - which recorded a risc over 1% per cent in consumer erices. In some countries
the rise of inflation rates has indeed bson extremely large, particularly in 2zire, where
the rapid rates of expansion of the money supply put considerable pressure on prices. The
parallel market for the Zaire currency to which these have given rise is a continuing
problem, desplite a series of large devaluations, mogt recently by 33 and 5 per cent
respectively in January and Augqust 1979%. The rate of inflation in Zalre began to accelerate
in 1972, and by 1974 domestic prices werce rising by about 30 per cent yearly. aAs the supply
situation become more critical, the most comprehensive consumer price index for Kinshasa,
compiled on a basket of 143 products, rose by 42 per cent in 1875 and by nearly double
that rate in each of the next throee vears. In 1979, when the consumer price index rose by
87.4 per cent, the sharpest increase affected housing, followed by clothing and food
products.

In Sierra Leone, substantizl woge and salary increases in 1978 resulted in Government
budget disbursements for personal emcluments, prensions and wages far in excess of those
appropriated in the 1978+1979 egstimates. Salary increases for civil servants ranged from
10 per cent in the higher scales to 25 per cent in the lower scales,; while daily wage rates
were raised by an average of 46 pur cent. The overall increase in expendituxe on personal
gmelwrants after those awards amounted to 17 par cent.

In Bururdi, consumer prices increased at an annual rate of about 7.2 por cent between
1870 and 197G, In 1977 the increase was 6.8 per cent. In 1978 and 1972, however, the rate
of increase accelerated sharply to 23.4 per cent and 25.5 por cent respectively, as a
result of shortages cof supplies of foodstuffs and imported goods.

The substantial wage increases in the private and public sectors in a number of
countries are creating fiscal imbalances. In some countries, the domestic adjustment effort
needs to be complemented by an exchange depreciation in crder to improve the balance of
payments, As it stands, however, many LAfrican countries are not vet convinced of the
wisdom of currency depreciation, fearing that such measures might contribute to accelerating
inflationary tendencies.

Attempts to implement a set of consistent wage, fiscal, monetary and external debt
policies with the objective of increasing domestic savings, reorienting the struocture of
demand and containing inflation are being vigorously pursued by a number of developing
African countries. In Morocco, for instance, fiscal policy is aimed at reducing the rate
of growth of current expenditures and increasing rovenue receipts through both tax reform
and tighter controls, while monetary policy is designed £0o meke periodic adjustment in the
level and structure of interest rates to reflect conditions in financial markets,



In Liberia, an important element of the Government's financial programme include selective
tex increases, the strengthening of fiscal discipline and the nmaintenance of tighter control
of the current and capital budgets, including the yestructwring of public corporations, with
a view to inprove operating and managericsl cfficiconcy and financial performance. In Senegal,
the Government intends to purste an austere budgetary policy, adopt more realistic pricing
policies, reform and improve the financial position of public onterprises and implement a
restrictive and selective credit poliey. In Ecuatorial Guinesn, the Government has adopted

a comprehensive set of measures in the fiscal, monetary and exchange and trade fields which
aim at providing adeguate production incentives, re-establighing financial stabilitv and
permitting a liberalization of tradc and payments systam.

while it is difficult to generalize, it has now bocome increasingly clear that the
financial difficultics and external constraints being experienced by most non-oil-exporting
ofrican countries have assumed geriocus proportions. A& good many financial programmes have
been formulated with the agsistance of the International Monestary Fund., From January 1980
to November 1980, the Fund apnroved stand-by and compensatory financing arrangements
{including extended facility) for fourteen African countries - the Central African Republic,
Pauateorial Guinea, Gabon, Kenya, Liberia, Madagascar, Malawi, Mali, Mauritania, Mauritius,
Moroecco, Senegal, Uganda and the United Republic of Tanzania - as against seven countries
in 1976. The stabilization prograrmes in most of these countries are aimed at curbing
inflationary tendencies and reducing budgetary deficits in order to rectify basic balance
of payments deficits.

In summary, restoration of domestic savings and investment incentives, renewal of
satisfactory productivity gains and efficient allecation of resources reqguire a marked
lowering of inflation rotes. To zchieve these objectives, fiscal and monetary policies will
have to b adiusted accordingly.
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Table IV.D.3, Distribution of African develoning countries bv annual rate of increase
in consumer prices, 1667-1572, 1973-1979,

§

‘ Average
fate of increase . annual
in consumey prices arowth :
in percentage 18671972 . 1873 1674 1975 1976 1977 1578 179
Up to 5 24 3 3 - g 2 2 -
% to less than 10 1l 23 9 o 14 3] 11 1l
10 to less than 15 - 6 5 ! 8 16 10 11
15 to less than 20 ‘ 1 3 13 11 3 3 4 3
20 and over - 1 & 10 7 g 6 &

TOTAL 36 36 36 36 36 36 33 31
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E. Hegource flows and external dobti

fesource flows to developing countrics as a whole

Total net flow of resources to developing countries as a whele rose from
3U8 19.7 Billion in 1970 tn 4US 81.7 villion in 1979, an average annual growth rate of
17.1 per cent at current prices. If deflated by the rise in prices shown by the
composite gross national product (GLP} of DAC member ccuntries {membera of the
Development Assistarce Committee of OF "D}, however, the increase in real terms was
only about 7 per cent {see table IV.DB.1). This increase in net flow of rescurces to
developing countries, substantial as it may seemy is indeed modest 1f acoount is taken
of the seriocus detericoration in the international situation during the 19?Ga which
encrmously increased the foreign exchange requirements of developing countries.
Even more distrubing is the falling share of official development assistance {which
iz largely concesgional), from 44.7 per cent in 1970 to 36.1 per cent in 1979.

The matching rise of the share of non-concessional aid, from 55.3 per cent
to 63.2 per cent, shows the bhardening in terms of external assistance provided to the
develorpding world, which is particularly apparent in the case of assistance extended
by DAC gountries. While, DAC assistance rose from $US 15.6 billien in 1370 1o
$US 73,2 pillion in 1979, an averaze annual rate of expansion of 18.7 per cent, and
its share in net flow of rescurces tc developing countries rose from 73.2 per cent
in 197C to 89.4 per cent in 1979, the share of concessionzl aid (official development
assistance) in the total aid of this group of countries declined from 36.% per cent
in 1370 to 3C.& per cent in 1979. Quite a significant proportion of DAC assmst@nze
is now taking the form of bank lending, private export credifs and direct investment,
and this has substantially increased the external debi servicing burden »f the
developing countries.

The total net flow of resources from OPEC countries to the developing world

rose from a mere U8 0.6 billion in 1370 to oUS 9.8 billion in 1975 and fell sharply
to $US € billion in 1979. The corresponding figures for the share of OPEC countries
in total net flow of resources to the developing countries were 3 per cent in 1370,
17.2 per cent in 1975, and 7.3 per zent in 1979. Likewise, the share of concessional
aid in these resources, wnich was 56.7 per cent in 1970 and £3.7 per cent in 1575,
fell to 71.7 per cent in 1979. ILike the QICD countries, morgover, the OPEC countries
are tending to harden the terms and conditinns of =id.

Ag for the eentrally-planned couniries, their aid to the third world remained
gtagnant at velow U5 1 billion at current prices, and fell subgtantially a% constant
prices. The ghare of such asaistanlce in toial net flow of resource fell from 4.6
per cent in 1970 to 1.8 per cent in 1275 and a mere 1 per cent in 197%9. et flow of
resources from centrally-planned countries, small as it is in absolu'e and relative
terms, is however highly concessional.

Net flow of resources from multilanteral agencies rose from $US 1.8 billion in
1970 to $US 6.3 billion in 1975 and fell again to oUS 4.4 billion in 1279, and the
share of this type of zssistance in tctal net flow of rescurces, which waz 9.1 per
cent in 1970 and rose to 11 per cent in 1975, fell subsitantially to a mere 5 per cent

in 1279.



Tahée IVilm-1. Total net flow of resources t0 developing countrlos, 1970,
1975 and 1979 (net disbursements)

Average anmual Share in itntal flows

£

Values (billions of zrowth rates (perceniage}
Sourse and type U3 dollars) (percentage) :
of resources 1970 1975 1979 1970 - 1979 1970 1975 1979
Total resource flows 9.7 57.1 81.9 171 100 100 100
Official development :
Assistance (0Da) 8.8 24.0 29.6 14,4 A4.T A2.1 36,9
— DAC ®tilateral 2.7 9.8 22.3 16.4 28.9 17.2 27.3
~ OPES bilateral Oud 8.2 44T 3145 2.0 3.1 5.9
— Clentrally planned
countries 0.8 0.9 0.7 ~1.5 4e1  T.6 0,9
— NMultilateral agencies 1.1 3.8 1.9 £.2 5.6 6.7 2.3
~ Others 2/ 0.8 0.3 - - 41 045w
Nbamonnesasxéna; ?lows 10.9  33.1 52.3 159.0 553 57.9 63,9 .
DAC countries 3.9 28.3 80.9 if 12.9 503 48.5 62.2
—~ Direct investment 3.9 10.5 12.9 14.2 19.8 13.4 15.8
- Bank lending 3.0 12,0 19.8 23.2 152 21.0 2349
— Eohd 1en§iing'" 0.3 003 P - Enf) "jc5 wu @
« private export credits 2.1 E 8.5 16.8 10.°7 7.2 10.4
~ Official axport ‘ '
Cre&iﬁs C‘-é ?afq‘ 1»5 20-4 3.0 205 3;?
OPEC bilateral . 0.2 1.6 1.3 3.2 1,0 2.8 1.6
Centrally-planned countriesD.1 0.1 0.1 Ol C.5 0.2 0.1
Multilateral agencies 0.7 2.5 2.2 13.6 345 a3 e,
Others g/ - 0.6 - - - 1:0 -

Sources OECD, Development Assistance Committee, Development Co—operation:
1979 Eevlew, Parzs, 1979 Statistical annex; IMF, INF Survey, July 1380,

4/ Balancing 1tem«
h/ Including offshore bark lending.

It will be rocalled in this connextion that the Strategy for the Second United
Hations Development Decade invited each leveloped country to transfer, annually,
tn the developing couniwies anmaally, in real terms, the eguivalent «f 1 per cent
of its GIP, with $he target for UDA fized a2t 0.7 per cent. Dalta available on net
disbursed CDA as percentage of GEP show that only Denmark, the Netherlands, Norway
and Sweden reached or exceeded this target. In the case of the United States of Americ:
net dishursement of ODA am percentage of ONP, which registered 0.3 per cent in 1370,
declined seriously %o 0.19 per cent by 127%., Teking the CECD countiies as a whole,
the targ@t af. A . per cent of GNP has been slightly exeseded, but the target for 0.7
per-cent in. “the form of fo+cial develcpment assisiance has not been reached. In fact
in 1979 net disbursement of ODA as percentage of GNP was 0,34 per rent.



Where the UPEC countries are concermed, it seems that as a share of GNP
their ald amounted to about 1.28 per cent in 1979, although in the case of the higher
income CFEC cpuntries (Kuwait, Qatar, Saudi Arabia and the United Arab Emirates)
the percentage was much higher being 3.8 per cent in"1979, " o ‘

Resource flows to developins Afrigan countries

”"Rﬁgﬁr%éﬁ net flow of résources %o developing ATrica as a whéle rose from
¢US 3.1 billion in 1370 to 4TS 19 dillicn in 1978 (data for 1979 not yet available},
and Africa's share in total nei resource flows to developing countries as a whole rose
from Eﬁ.? per cent in 1970 %o 23.2 per cent in 1978 {see table IV.E~2). Considering
that Africa’s population is about 14 per cent of the total population of the
developing world, it might seem that Africa’s share in total net récorded flow
of resources is disproportionately high., However, it should be noted that Africa
has the largest nurber of least developed countriesy, and is the continent with the
lowes® ,average per cavita income.

iﬁtshould aled be noted the non-oil-axporting African countries received about
three quarters of the net resource flows to developing Africa. Aid tn the former
group.of co%ntriea increased from U3 2.2 billion in 1970 to LUZ 14.2 billion in
1978, dn average anmual growih rate of 26.2 per cent at current prices or some
15 per'cent dt constant prirnes. However, within this amount, the share of bilateral
and mpftilatér&l ODA declined, while the share of other sources, which are generally
providéd in Rerd térms, incrsased from 26 per cent to over 36 per cent in the ‘same
period. ' ) o '

Table IV. -2. Totdal recorded nét flow of resources to developing Africa 1370-1978
(miliions of Unitcd Statss dollars) ' -

From DAC countries, multi- '
lateral agencies and others 197C 1971 1972 1973 1974 1975 1976 1977 1978
Yet raneints.

¥ajor-oil-sxportere
Bilateral ODA from DAC

counitries 254 252 228 ZpB 189 213 212 170 178
ODA from multiisteral agencies ... s sex et 45 45 Z5 38 43
Cthers ' eee  aea v oa -k T4 1596 2108 2830 4632

Total recorded net flow a54 852 713 7o 945 2154 2345 3038 4259

Ciher develoning countries
Bilateral ODA Trom DAC

countries 1428 1709 9974 2168 2084 2717 2925 3516 4652
0D4 from multilateral agencles - - - - 824 1186 1411 2279 28590
Others 734 1169 961 1112 3058 6970 5342 AA61 6326

Total recorded net flow . co22 2B78 2a3n  3PRO 5933 10873 9678 1256 14168
Developing Africa _
Bilateral 0D4 from DAC

gouniries 1682 1962 2102 2396 2241 2930 3137 3686 4830
0D4 from wmultileteral agerncies - - - - 860 1234 1436 2317 2639
Other : 1396 1308 1445 67T 3769 05863 1450 9281 11558

Total recorded net flow 3078 3760 3547 4073 6879 13027 12023 15284 19027
Of which totsdl frow CPEC

countries - - - - 18483700 2053 1582 1118
Total from DAL and multi-

lateral sgencies 3078 3780 3547 4073 SD6Y 9327 9970 13702 17309

Source: OCECD, op.git,
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As sbown in tabls IV,E.3y the average maturiiy period fell subsiantially from
25,2 years in 1970 to 17.3 years in 1976, and the grace period from 6,6 years to
4,9 vears, while intereat rates rose from 3.7 per cent.to £.4 per cent. Likewige,
percentage grant elemert fell from 46 per cent in 1970 to 25 per cent in 1978 and
the percentage grant element of loans plus grants fell from 54 per cent to 38 per
centa.

Table IV.B.3. Average terms of loan compitmernts and zrant slement of loans
and grants in developing Africa, a/ 1970-1975

1570 1971 1972 1573 1974 1975 1976 1977 1978

Percentage grant element

Vaturity years 25.2 21, 214 20.4 19.5 20,7 19.4 19.0  17.3
Grace yea:{‘& 6.6 * 5'? 8:7 5’6 5.% 5.@ 4-? 4!9
Interest rate 3.7 bed

o

1.5
T ded 4ed 5ed 55 5a6 bud 5.6
9,0

in loans 46,0 19, 38,0 32,0 32.0 31,0 31.0 30.0 25,
Parcentage grant element
of loans plus grants 54.0 52,0 53.0 40,0 43.0 43.0 41.0 40,0 38,0

Source: World Bank, hnmual Eeports, 1978, 1380.

a/ Txcluding North African countries,

External public debt

" The azternal disbursed dedt of the 36 developing.emmmiries rose.from L,US151 billion
in 1970 to an estimated 4US 252 billion in 1978, an average growth rates of 22.2 per
cent yearly. As is shown in table IV.E.4, the six developing regions of the world
displayed significant variations in their respective external public indebtedness,
witk the largest debitor developing resions being latin America and the Caribhean
which owed ,US 84.5 billion in 1972 {or 33.7 per cent of total debt of all the
developing countri@s), the advanced Mediterrsnean countries owing $US 32,5 billion
(13 per cent) and South ésia with ,U3 28.8 billion. Africa, excluding Forth Africa,
owed yUS 21,1 billion in 1975 as compared with aUS 7.1 billion in 1970, corresponding
to an average annual increase of 14.6 per cent yearly, but its share in total indebted-
ness of the developing world fell from 14 per cent in 1970 to 8.3 per cent in 1978,

Table IV.E.S showe the type of debt incurred bty developing Africa as a whole
during the pericd 1970-1975 (the latest information availab32§. Bilateral and
maltilateral ODA increasmed from U5 6.2 billion in 1970 to ¢US 17.8 tillion in 1976
{or an average annual increase of 19.2 per aent). The 1970 figures represenied
about 68.4 per cent of the toilal external indebtedness of develeping Africa, although
by 1976 it fell to 59.2 per cent. The percentage share of dedt owsd to multilateral
institutions actually increased from J1.1 per cent in 1970 to 13.7 per cent in

1976, so0 that the erntire decrease in fthe share of official debt is accounted for by
official bilateral debt, whose share fell from 57.3 per cent in 1970 to 45.5 per

cent in 13976, ’

The declining snare of official debt in total debt was naturally reflected in
an increase in the share of private debt, which increased at an average anmual growth
rate of 27.5 per cent, from 31.6 per cent in 1970 to 40.8 per cent in 1976,
This growih was atiributable to a drastic increase in debt owed to private financial
institutions, which rome from U3 0.4 billion in 1370 to 4US 6.9 billion in 1976,
is+2. at an average annual growih rate of 4%.5 per cent. The share in total
indebiedness of each of the other sources of private lending — suppliera' credits and
others — however, decreased during {his pericd.
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Table IV.E.4. External public debt outstanding, éisbuvsed of developing countries by
region 1970 and 1975-1978 (millions of United -States dollare) ’

Ehore Growth rate

c.o 1872 7 7 per annum
Region and Group o ) : & .. percen~ 1970-1978
of countries 1070 1975 1976 1877 1978 tage percentage
87 non-oll-exporting h

countries
Africa, excluding ) ~ ) :

North Africa - 7087 11 %65 14 461 17 411 21 N77 8,3 14.6
East Asia and Pacific & 3 B0O3 11 268 14 502 16 538 25 339 10.1 - 26e.8
Latin America and the ' ) ) L

Carikhbean 14 453 41 018 52 211 62 558 84 792 33.7 24,8
North Africa and- ' : o C e e ——— e

Middle Bast -~ 7 77z 34i 3 256 11 649 18 946 21 323 8.5  31.8
South Asia 11 848 ' 20 €75 23 190 26 0l 28 8Z& 11.4 i1.8
More advanced Mediter- . : Tt .

ranean countries 5 166 18 231 21 497 25 022 32 537 12,9 25.8
Total non-olil~exporting ‘ ) ST

countries, ;L 44.67%%g 112 413 . 137 5310 166 535 213 554 84.9 21,6
Percentage increase ' o P 9INT 22.3 21.1 26,9 o,

9 oil-exporting countries 5 941 20 515 26 058 34 548 28 091 15,1 26,1
Percentage increase ’ - 15,3 27.0 32.6 _1lo0.3
96 developing countries 50 618 132 9283163 568 201 963 251 985  100.0 2.2
Percentage increase ' o T 20.7 23.7 22,8 15,3
Percentage increase in’ : ]
exports Co=4.1 0.8 LICe 6.1
Source: World Bank, Annual. Reports, 1972, 1877 to 1980, - T

The changing composition of debt has, in turn, influeonced the pattern -and composition
of debt service payments., The share of interest payments on private 4debt increased from 32
per cent in 1970 to 58,4 per cent in 1976, while that of oufficial debt- Fell from 64 per cent
to 41.6 per cent over the same period, since interest rstes on private debt arc generally
higher than on official debt., Total .amount of interest payments, which was $U& 0,3 billion
in 1870, rose to $U5 1 billion in 1976, while the amortization payments increased from
$US 0.6 billion to $Us 1.8 billien. fThe increase in amortization payments to private
financial institutions (by 34,9 per cent per annum during thiz period} is presumably due to
the recent surge in private bank lending to developing countries, usually with shorter
maturity and grace periods. Indecd, ithe total debt service of developing African c¢ountries
increased nzarly three times in abgoliute terms between 1970 (5US 0.9 billion) and 1976
($U8 2.8 billion}, an avazrage annual increase of 27.2 per cent,
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Table IV.E.%. Total debt outstanding (disbursed} of the developing African
countries at vear end and debt zervice pavments by tvpe of debt, 1970 and 1973-1G76
(billions of United States dollars).

Share Growth rate
1976 per annum
. 1370 1973 1974 1975 1976 % 1970-1973
Debt outstanding G,02 19,60 18,88 24,44 30,02 100 .0 22,2
Bilateral official 517 Te5 .92  11.6%5 13,66 45,5 17.6
Multilateral official 1.00 1.98 2.45 1.25 4.7 13.7 26.6
Private {total) 2.85 5,17 Te51 9.54 12,24 40.8 7.5
-~ Suppliers' credit 2.07 2.92 3.456 4.09 4455 15.2 1461
~ Financial ingtitu-
tions 0.4 .66  3.38 4.94 £.93 23,1 49 5
- Gther prlvate 0.37 0.57 0,67 0.54 0.76 2eb 2.8
Total debt service 0,85 1479 2434 239 2.82 100G .0 242
Bilateral official 0.36 0.66 | C.64 070 6.73 25.3 1245
¥ultilateral official .08 Geih O. 19 0.29 - 0,26 9.2 217
Private {total) ‘ 0. d .98  1.51 1.40 1.83 6449 28.3
- Buppliers! credit 0,33 D59 0,68 O.82 1.10 390 241
— Financial inetitu~ .
tions O LWOA 0.23 e G.49 C.63 Sre3 38 .0
- Other private 0.05 0.16 .13 0.09 0.10 3.5 12.3
Of which '
Amortization {total) 0.64 1.35  1.64 1.50 - 1.89 100 .0 18.9
Bllatornl official | 0.26 G50 0,46 D.47 .44 26,7 1047
Multilateral official 0.04 0.07 (.08 .09 o 5.0 14.5
Private {total} Q.34 0,78 1410 Ca9T 1.24 6H.5 24.1
~ Buppliers! credits 0.25 0.50 0,08 0.70 0.44 51.9 25,7
- Financial institu~
tions 0.04 0,16 0.43 0.18 0.24 13.2 34.9
- Uther private 0.05 O.12 0.09 0,04 0,06 3.3 1.9
Interest (total) 0.25 0,51 0.69 $.90 1.01°  160,0 31
Bilateral official 0.19 Q.16 £,17 Q.22 0.25 24.8 13.0
Multilateral official 0.04 0,086 0.1 0.20 C.17 16,58 23,0
Private {total) 0.08 D.20  0.42 0,46 053 58,4 33.5
~ Buppliers’' credits 0,04 000 0.10 0.12 0,18 15.8 22 .8
~ Fipancial institu— :
“tioms 0.02 C.OT 0,28 . 0.31 . 0.38 37.6 64,5
- Otker private 0.02 .04 G4 Caa3 0,03 1.0 T

Sources: - World Bankt World Debt Tables, 1277, 1972, 1979 Bupplemeni; World
Aables various issues.

Table IV.E.6 shows the external public debt service pavments as percentages of
total exports of goods and non—factor services for sach developing African couniry
during the period 1970-1978. This debt service ratio, which gauges the extent
of the amortization preblem, fluctuated widely for most countries during this period,
but increased substantially in such countries as Aigerla, Chad, Gabon, Mali,
Mauritania, Horocco, Sensgal, Togo, Zaire and Zawbia., For developing Africa as =z
whole, the ratio increased from 6.3 per cent in 1370 to 9.5 per cent in 1978,
meanirng that abour 9.5 per cent of the receipis from total exporis of developing Africa
in 1978 bad to bé pre-emptéd fo meet debt charges. With the increasing trend of
private external resourcs flows on hard terms and slow expansion of exports, the
total debt service of developing Africa wmust constiiute a significant propertion
of exporis and widen the difference between gross and net inflows of capital. A
careful re-examination of the terms at which foreign rescurce flows are made available
to African countries 1s therefore called fcr.
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F, Bxternal Trade and Balance of Payments

The development of world trade

World trade =t currént prices rose at an average annual rote of 20,3 per cent
between 1970 and 1979. In volwne terms, however, the annual rate of erpansion
was only 5.9 per cent, which means fthat the average annual rate of increusse in
export~import prices was 13.& per centa

Between 1970 and 1975 foreign trade prices increased al an average annual rate
of 9.8 per cent compared witih 16.7 per cent for the pericd 1970-1975%. In volune
terms, the average annual rate of expansion was 5.1 par cent between 1970 and
1975, accelerating to an average of 6.9 per cent during the second half of the
decade. In value terms, world trade increased by 22.7 per cent and 17.3 per cent
in the firet and second parts of the decade respectively.

In 1979, world trade grew by 5.3 per cent in quantum terms and 25,56 per cent
at current prices. The increase in export-impert prices wes about 19.3 per cent.
Thus the growth in volume of world trade was belew 3he average anmual Tigures for
the perdicd 1975-~197G, while the rate of price incresse vas gbove the averoge.

0il, which vas a commen raw materizcl at the beginning of the decade, has
become of cruclal importance in world trade in recent years. 011 prices ilncreased
about 3C per cent a year betwesn 1970 and 1979, vhile the guantity of oil sexported
grew only at an annusl average rete of Q.5 per cent,

Table IVaF.1l gives some major trade fipures for the industrizl countries, the
cil~gxporting and non-cil—exporting developing countries and the werld as a vwholes

The changes in o0ll mrices brought about sharp changes in relative sghare of world

" trade, While the share of the industrial countriep decressed from 77.1 per cent in

1970 o 71.8 per cent in 1975, with o marginel rise t¢ 77.1 in 1979, the share of
the oil-exporting countries rose from 5 per cent in 1970 to 11 per cent in 1977,

with a slight fall to 10,1 per cent in 197%. The share of the nen-cil-exporting
developing countries in world irade remained stahle ot about 17 per cent fromv397o +6

19794

The industrial ccunirice registeored a trade deficit for all years from 1979
to 1979, with a large deficit of 3US 875 billion in 1979, The oll-exporting countries
increased their trade surplus tc $US 107 billion in 1979, cowing to the increase in
petrolesum pricss,



Teple IV.F,1 : External trade Uy arsa 1970 znd 1975-1973 (value figures in billions of

United States dollars, indices: 1970-200)
Area Iten 1970 1975 1974 1977 1978 1979
Horld ©  Imports in value 296.3  Bl4.1  923.4 1 062.5 1 23.0 1 542.3
Exports in value 232,2  796.6 906,59 1 03C.3 1 193.8 1 507.7
Iuport volume index 100,0  127.0¢ 144.0 152, ¢ 150.0 168,0
Fzport volune index 100,0 129,60 144.0 151.0 158,0 167.0
Inport wnit velue index 00,0 215,00 217.0 2360 260,0 310,0
Export unit valuc index 100,00 218,0  223,0 2AT 0 268.0 320,0
Indugtrial Imports in value 226,0  387.9  678.4 769.7 89C.2 1 141.6
countries Exnorts in valuc 220,00  563.%5  632,9 Ti8.5 861,7 1 086.6
Import volume index 10C.0 0 122,86 140.0 144.0 152.0 163, 0
Export volume index. 10C. ¢ 135.C 149.0 157.0 167.0 177.0
Import unit value index 100,09 213,06 215,80 236,0 260,0 309.0
Bxport unit value index 100.0 191.0 183.0 208,0 235,0 ZT1.0
Terms of trade index 100.0 90,0 90,0 88.0 90,0 88,0
Cil Importe in value 10,8 513 6205 8463 98,2 100.3
exporters Exports in value 18.4 109.8  132,9 145.9 142.1 207 3
Import volume iﬁéexﬁ/ 100.0 213.0 260.0 331.0 331.0 302,0
Tunort voelume index 100, G 95,0 1068.0 1C8.0 105, 0 1050
Import unit value index ens aos boe ava tes soe
Brport unit value index 100.0 629, O 567, 0 T36.0 Ti6,0 1 069.0
Terme of trade index é/ 100.,0 282.0  299,0 311,0 284.0 U710
Norcil Ioports in value 394 168.7  174.5 199,2 33,1 286,2
developing  Exports in value 43,2 113.,0  132.9 157-1 178.1 226,72
countries Import volume index 100, 0 137.C 0 141.0 161,00 16,0 168,0
Exzoort volume indox 100,00 141.,0 159,.0 167,0 LTT7.C 195’0§
Import unit value index 100,06 225.0 #23.0 236,0C 259.0 398.0‘/
Export unit walue index 100,00 183,00 194.0 2250 233, 0 268.Qh/
Termg of trade index 106,0 83,0 B7.0 95,0 30,0 B7.0

Seurce: Dased on detz in INF, Internstionz) Financinl Statistics, September 1979,
August 1976, December 1977 and August 1980,

gj Based on import value index of non-—-oill developing countries,
b/ Centains some estinates.

The non—oll-exporting developing countries had
in 1970, increasing to $U3 5.7 billion in 1975

Taking 197C ae 100, the

o trade deficit of HUS 12,2

and to $US 60 billion

in lg?g o

terms of frade of the oil-exporting countries rose to
1977, declined to 254 in 1978, but recovered agein in 1979 te 347.

biliieon

311 by
Tatiiates for first
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half of 198kahov & large increase, to 470, znd in viey of the letest acvclopmenas the
acéééimgiéé§é’may be even higher. Using the same base year, lhe terms of trade of the
industrisl countries, which stood at 30 in 1973, 1976 and 1973, fell back to 23 in

1979, and are likely to remain at this level in 1930, while those of the non-oileexport-
ing developing countries recorded .. low level of 33 in 1973, recovered to 95 in 1377,
and fell again to 87 in 1979

For the industrial countries, the voluse of exports rose in 1979 ty 6 per cent, ihilc
the volume of imports increascd by 7.2 per cent. For the -oll-exporting couniries,
there was no change in the volwue of exports, but ianporis fell by 1o per cent, while for
the noneoilwexporiing countries both exports and imperts rose, by 10,2 and 3.7 per cent
regpectively, in 1979 compared to 1978. DBetween 1970 ond 1977 the export volu.s of
the indusirial countries increased by 6.5 per cent yearly, compured toc 7.7 and C.5 por
cent for the non~oil-exporting and olleexporting countriss respcectively. The sverage cnnuol
increase in import volume for the period 1970-1979 wuos 13.1 per cewmt for the oil-—export-
ing countries, 5.9 ver cent for the non-oile-exporting qayeloping countries and 5S¢0 per
cent for the industrial countries,

Several factors in the world sconomy (g.g.wélow grovth of outpul, anti-inflation
policies, unomployment, balence~of-payments consldercilons, more deliberate investment
policies by some oll-exporting countries) suggest that the short-term prospzcis of the
warlu,trafe are likely t¢ be less favoursble than in 1979.

Foreign trade of developing Africon countrics

The tain trode figures far the reglon, given in TeblelV,?,2, indicate that toial
exports of developing Africa rose fram 3US 47.3 billion in 1973 to 5US 65,5 billiosn in
1979, The average annual value of exports from the ares increased by over 20 per cont
a yeor between 1970 ond 1979, slost equelling the world export grovth rate, Imborte
grevw by only HUS 626 million from 1978 io 1579, from 3US 55.6 billion to JUS 9.2 billion
at current prices. The average annual grovth of luporis to developing Africa s a vhols
between 1970 and 1979 was 20,5 per cent, vhich is glightly higher thon the orld sverige
in the same 7eriocd. The balance of trade surplus for Africn as & whole in 1979 mmoumtal
to $US 7.4 billion, againgt the previous year's deficiv of JUD 11,2 billion.

~The increase In oll pricss Was the mein reascn for Africa’s larger export sarnings
and iaproved trade balance in 1879, The exports of African oil-exporting couniries rose
by 3US 15.5 billion, from $US 27.% billion in 1473 to 3US 43 billion-in-1979, while their
iuwports registered a small increzse from JUS 26,9 billion to %US 27.7 billion. Thus the
balance of trade of African oil-~exporting countries recorded o large surrlus of SUS 13,0
billion.in 1979, The . share of the major African sil-experdins-countries - in the totnl
exports of developing Africa, which =miounted to 37 per cent in 1370, hod incroased to

645 per cent by 1979.



Teble TY.7.2 ¢ Exports and imports of devcloping Africa, 1970 and 19751979
{value figures in millions of United States dollaors)

1970 1975 1976 1977 1978 19764/
Trade in valus
Develeriy - Alrice
Bxports 12 701 34 2 41 068 48 090 ‘ 47 301 66 625
Imports 11 078 38 812 39 306 48 9238 58 BEQ g 185
Balanos +1 AZ3 ~ 230 41 762 348 =11 255 71 444
b
.,..,.,.Oilr_%a%:gz.?mz_g
lixports 4 749 19 452 24 727 28 81z 27 466 2 990
Imporis 2 951 16 036 17 256 22 718 26 923 27 48
Balance 41 798 +3 416 47 461 + 094 + 543 +1% 242
Norvwoil-exporters ‘ ,
Exports 7952 14 930 16 341 19 278 19 835 23 635
lumports 8 127 22 576 22 G40 26 220 31 6236 31 437
Balance ) , - 175 w7 846 -5 699 -6 942  -11 801 <7 798
Indices {1970=100)
Paveloping Afrios
Unit value of exporis 100 310 327 369 349 551G
Volume of cxports . 100 a7 a9 1103 101 103
Unit value of import 100 223 23 236 259 308
Volume of imports o 160 156 159 187 20 173
Terms of irade ' 100 139 147 156 142 156
Oilmexporter$ﬁf
Unit volue of exporis , 100 517 557 ' 624 608 913
Volusme of exports . 160 T3 Gt 97 o5 94
Unit wvalue of impori 100 223 2 236 759 308
Volume of imnorts C160 204 o6P 374 352 305
Torms of trode 100 732 250 264 235 292
Non--oll-axporiers
Unit valus of exporis C100 187 189 217 206 266
Volume of aexports e 1G0 1G0 109 11z "110 iz
Unit value of inports 100 223 223 236 - 259 305
Volwae of imports 100 1285 122 137 150 1.6
Terms of trade 100 84 85 g2 37 G

Source: Baosed on data in IMF, Internationzl Pinancial Statistics, August 1976, Decembiir
1977, August 1980, ECA estimates for indices of vaolue, wilt value and terms of trode Jror
data ovaileble at ECA,

a/ Bstinatos. 2/ Algerie, Gzbon, Libyan Arab Jamahiriys and Bigeriz. g/ Unit wilu., <o
imports of 21l non-oll=exporting developing countrice as shom in sbovs referred 1I%F sourcoo.




African nonmoil;eiﬁéiiiﬁé*&aﬁﬁ%riQS“increase@¢&h@irmaxgng_@ggn;qgs by 3US 3.8
billion from $US 19.8 billion in 1978 to JUS 23.6 billion in 1979 Treir zmpcrtﬁ_higﬁLy
congirained by foreign exchange shortages; smounted in 1979 to 5US 31.4 5111i0n, or
slightlﬁ less than the 1973 figuie, Their ‘rade deficit fell from the record level of
SUS 19,8 billion in 19?8 $o ®US 7.8 billion in 197%. Hovever, this was #4111 high, as
it has been every year from 1975 to 1979, compered-io.iha modgrate ﬁ£f161+8 of “he period
betveen 1970 and 1974. The voluane of eyporis of the African omlmcxportmn ccun*rles,
which for all the years up t¢ 1976 was lover than in 1970, iacrcased by more than 4 per
gent from 1978 +to 1979, while the unit value of their exports for this group of couniries
increased by about 51 per cent, The volume of imports by thsse couniries was 13 per cont
lower in 1979 than in 1978, while their terms of trode improved in 1979 comparcd to the
previcus year, reaching a peak of 298 (1970=100). For the non-cil-exporting African
countries the velume of exporis ross by 2 per cent and the volume of iuports fell by 16
per cent bebween 1978 and 1979, while the unit valune of thelr exports increased by sbout
18 per cemt and their terms of trade elightly deteriorated from 37 to B8 (1970=100).

For developing Africa as o vwhole, the volume Pf exports rogse about £ per cent in
197%, while the volumc of iuports decreassd 1% per cartu The undt value of sxports and
terms of trade were highsr by 8 per cent and 17 per cent respeotively in 1979 compared
to 1978, )

The proportion of africa's exporis and 1mwcrt$ in these f LRe developing vorld as o
vhole dotressed during the 1970s, a~ .0 “i- performoonos 4n tﬁbeeurespects within the subw
groups of cil-exporting and non-oil-exporting developing countriss. The doclining trend

of the export perfoermance of non—cileexporting African countries comp&riﬁg to nop—oil-
exporting develcping osuntries 25 a whole is shown in Table IV.F. 3
TABLE TV.F. 1 ¢ Africa’s shore 3n cxport trade of non—oil-cuiporting developing countries
{(value figures in billion of United Suates dollars)

_ 1376 1975 1976 1977 1978 1979
Non—oil-gxporting African countries 2.0 14.G 1£.3 19,3 19,8 235
Non-oil-exporting develcoping couvniries A%.2  113,0 132.9 1571 178,1 226,2
Africa’s share (per cent) 18.5 1342 1263 1243 11.1 104

Souroe  Tobles [V.F.1 and 2.

Mereover, the exports of the region are highly concentrated, and the degree of concene~
tration has increesed, only 12 coumtries accounting for 30,2 per cent of total exports in
1978 and for 83.5 per <ent in 187%. The figures Tor trading in the major African export
commodities by these 17 countries are given in Table IV, Tyds 777



Table IV.F 4 3
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Exports and inmports of the 12 mogt imporiant cxporting countries of devee -

loping Africa 1975-197% (millions of United States dollars)

. Madn
- 1970 1975 1976 1977 1578 1979 Produet
Ex-orts |
Algeria 1808 4 63 5 201 5 928 & 347 8 198 Crude oil
Beypt 762 1 402 1528 1 708 1737 1 840 Cotton
Gabon 121 943 1139 1342 1 107 1 729 , Crude oil
“hana 458 807 828 962 1 0002 900Y Gocoa
Ivory Coast 469 1 181 1 631 2 157 2 322 2 814  Coffes
Kenya 305 647 825 1 194 1 023 1 050 Coffece
Libyan Arab
Jomahiriya 2 387 6 g2 8 306 g 761 9 303 15 236  Crude oil
Horogco 488 1 543 1 261 1 30% 1 508 1 273  Phosphates
Nigeria 1240 7776 10 085 11 780 10 509 17 827  Crude oil
Tunisia 182 BeA 788 929 1126 1 766 Crude oil
Zairo 142 865 904 988 925 1 323 , Copper
Hanbia 1 001 810 1 036 893 817 1 370¥ Coppar
“otal 9 134 27 563 33 522 38 945 37 924b/ 55 666p/
froportion of
region’s exporis
{percentage) T1.9 Bo.2 81,6 81.0 A0, 2 83.5
Lpoorts
Algeria 1257 6 008 5 339 7 125 8 530 8 100
Bavpt 736 393 3 807 1 816 & 727 3837
Gabon 80 345 502 ?1§ 6lgﬁ/ 569
Chana 411 791 B4z 1 023 1 0C 90
Ivory Coast 333 0 1 127 1 296 1 756 2 326 2 291
Kenya A4q2 987 972 1 285 1 711 1 637
ibyan Arab Jamehiriyas 5% 3 542 3212 3 782 4 603 B 238
Moroceo A 2 56T 2 618 3159 2 970 3678
Higeris 1059 & 041 8 213 1L 095 13 173 10 841
Tunisia 306 1 424 1 529 1 825 2 1% 2 830
Zaire 533 505 665 609 589 597
Zesbia 521138 798 828 748 Goo=
Total 7055 28909 29796 3B 059 45132 b/ 44 638 b/
Proportion of region's
__ imporis (percentaze) £3,7 1449 75653 7.5 77 el N

Dourea:

1¥P, International Financial Statistics, Vol XXVIII,

Vol, XXXIIT, Kool (fugust 1980}, gxcept for ECA cstinatsn,

2/ Order of magnitude esilietes only
g/ Conteins some egtimutes.

No.8 (August 1975),
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The role of oil in Africa's export trade is obviously wore sigmificant then in the exports
of the developing world as o whole. The share of these 12 countries in the total import
trade of Africon ccuntries iz less thon their share in develceping Africe's total exporis,
and decremsed from T7.8 per cent in 1977 to 75.4 per cent in 1979. These divergent export-
import shares are cvidence of the increasing trade deficit of the least dovelcped and

other non=oilw-exporting African couwntries.

Trade within Africa continued to ve very lov zs o proporticn of the region's total
trade, and is indeed declining; having fallen from 5u6 per cent of Africa's total exports
in 1375 to 3.8 per cent in 1979,

Yerious asctivities have been undertaken during the pericd under review in an effort
to reverse this trend. In Central Africs, the Central Bonk of Zaire and the "Bangue
Centrale <es Elats de 1'Afrigue Centrele, which covers the Central African Republic, Chad,
Congo, Gabon and the United Republic of Camercon, signed ecrly in 1973 an agreement
egtablishing the Centrol Africin Clearing House.

In Bastern and Southurn Africa, the Intergovernmental Negotiating Team on the
propoeged traaty for the estallishment of a preferential trode arsa for the States of
the subregion has adopted a proioccol on clearing and paynents arrangements, The team
has also completed negotintions on and adopted o draft trecty, with twelve protocels
(including that mentioned &%GVU), for submission to Governmonts, BEfforts eredso being
to establish 2 development bank for the subregion, as called for by the proposed

¥

v“r

\,.L
tre

f)

The Lages Flan of Acticon places particular emphasis on expanding intra-African trade
through o conprehensive long~term programmes of cconomnlie co-operation among African
countries, covering food wad agricultural raw materials, ainerals, industry, transport
end companications, sclence nnd technology, manpover development, etoc, The Plan also
calls for the cetablishment of preferontizl trade arens and the elinination of non—tariff
barrierz by the ond of 1984,

A mesting held ot Addis Aboba in 1979 atcepted the principle of establishing a glebal
gystem of trade preforences, ond sitressed that priority cotion irn that regerd should
begin by sirengthening, estoblishing aad linking up preferential arrangocments at subregional
and reglonai levels s ab Integrol part of the system, ’

The African roglon conmtimucs to encounter an over-all deficit in its trade with the
other developing countries, increasing since 1979, in chbsolute terms, to BUS 790 million
(See Table IV,‘fﬁ) Afries elso romains basically an cporter of pricary producis, and
its recurring trade deficit revecls its position as the least developed among the develope
ing regions, despite the foct that its trode vith the other doveloping regions accounted
for 12.4% por cent of its total trade in 1979, compzred to 2.52 per coent for intra~African

“iz‘flﬂ'fi‘.



The direction of Africa's trade, as shown in Tebles IV, w5 and 6, iz besed on data
from ths United Nations Statistical Office, which slightly differ from the corresponding
I#F deta. The shors of the developed countries in total Africean exports rose from 71.9
per cent in 1975 to 84.5 per cent in 19?93 while the shares of the other groups of
countries (oil-eurporting and non-oileexvorting developing countriesy cenirally planned
coonomies) decrcaseds One of the major reazons for this increased dependence of Africa's
exports on developed economics is that Africa’s export structure is based, as noted above,
ori o spall musber of primery commoditics.

Pable IV.F5K i Africa's trade vith the other developning regions (millions of United
States Dollars)

¥xnorts 1o Imports from

Region 1976 1977 1978 1975 1976 1977 1978 1979
Developing Asin G411 936 994 1 287 3 260 3631 4 193 4 7oL
Middle Eust 523 636 551 811 1 659 1 319 1 762 2 23
Other Asiz 38 3130 343 X3 1 801 Z 112 2 431 & 467
Developing
Aacrica ¢ 906 3563 3099 4 213 1413 1 346 1 419 1 593
Infta 641 013 ST 778 644 890 &89 G313
Doveloping

Coeania Z 4 3 3 O O 0 O
A1l dovelopling ‘

markel scononios 5 BEL A 599 5 9ir 7 868 5 085 T 073 T 448 4 658

Source: United Nations Monthly Bulletin of Biatistics, July 1980.

Notes Africels frade {lsurss cxelude theose of Zisbobwe,
4 v h—— 2%

The value of Africa's exports Sco cenmtrally plemned cconomiss has decreased since
1975, mainly becaus¢ of less cxports Irom Algeria, Bgypit and Nigeria to the USER. The
shares of developed econcuilss, developing countrios and centrally plenned ecconomies in
Africats imports wers stoble botiueen 1975 and 1979 at sbout 30 14 and 6 per cent respso-
tively. Comparing 1979 to 1970, the proportion of Africa's imports from the centrally
planned sconcmiee decreasow, but this wvas offset by riees irn the share of imports from the
developed economics, The direction of Africo's external trade ia shown in Table IV.HEgb.
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Exports by destinetion and imports by origin of developing africs

1970, 1975-1979 (billion of United States dollers)

s ) 1970 2975 1976 1977 1978 1979
JExﬁért$~tb
World o/ 12,3 3.0 41e 478 LAsl 63,2
Developed marked cconomics 1C.1 26,5 235 39,0 3.2 5led
CPEC countriocs 1.2 0.6 O. 4 Cud 0.5 Ca T
Other dwveleping countrics fed Se? 6o 2 Sl Y
Centrally planned cconomios 0.3 2y 3 1.9 1.3 1.7 1.7
Devoloping Africa 0,7 1.9 1.7 2.0 1.3 2ed}

Export velne indux numbers (197Q:108)
World 166 276 337 389 359 434
Developed markoet cconomies 100 267 33z 3834 356 599
Developing countrics 100 417 A67 567 492 658
Contrally planned aconomiocs 100 256 211 200 189 139
Devoloping Africe 100 271 2A3 284 257 343
Importcd from
Herldg/ 12,0 41,0 4246 52,5 5Ts5 _ 62.8
Developed morket cconomics 9,2 ar. 5 32 42,3 4642 0.0
QPEC countries 1e5 1.5 1.8 1.5 1.8 2.4
Other developing countrics Aa? Aa? H 3 54T 6s3
Centrally planned sconomies 1,2 265 2a5 3al 368 4o
Import value index numbers (1970=100)

World 100 w2 355 438 479 523
Developod market economics 100 271 285 353 345 417
Developing countries 100 407 A00 473 500 580
Centrally planned sconomies 100 208 208 758 317 342

Source:
Vol, XXXIV, No.T, July 1980,

Unitsd Notlone Monthiy Bullctin of Statistics, Vol. XXVIL, No,%, Juno 1973,

' g/ Totel includes special catogery exports whose destinations could not be detormined.

gf Compononts moy not ndd fo totols bocausc of rounding.

Table IV,F.7 shows that wholosals prices for most of the mojor cxport commoditics of the

rogions, including crudce oil, rosc fairly consistently over tho post decadc.

1979 then in 1978,

coffee, copper, cotton and crude phosphate are
of cocoa and groundmits have follen agoine 1t
African countries in value terms arce likely to

oil-cxporting countries will be substantislly highor, in 1980 than in 1979.

are shown in Table IV.F.3,

However, prices
for some commoditics, such zg cocon, groundmute, tea, rise and mengancse ore, werc lowcr in

Wholesale prices from Jomuary to June 1980 show some further iner
the majority of inportant oxport commoditics of African countrics,.

vy £
088¢ 1ar

The priccg of crude oil,
higher in 1980 than in 1979, but the prices
ig expectoed thot exports of non-oil-exporting
be semewhat higher, while cxport enrnings of
Relevant datn
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Poble IV,F.7 3 Hholesalo prises of selected commodities 1975-1950 (1975=100, based on
Unitad gtatbv dolzer)

e

Exports . Indices
1975 ¢/ 1970 1875 1976 1977 13718 1979 Jan.~June 198’
T35 12,1 100 105.7 116.5 117,00  164.7 26446
224 69.7 100 197°.9 316.1 213,9  233.9  233.1
176 43,9 100 160.7 30%9.d  2kied  229.,4 205,1
164 114.9 100 113.9 106.4 110,86  161.C o/ 188.7

Crucde oil 2/ g
Coffes (all coffee-New York) 1
1
1

e

Cocon bemng o

Copper Q/

Cotten L/ ”;/ 929 Sl.d 100 125,83 124.8  12l.3  131.77 14d.2
Phosphate rock 1171 16.4 100 83,3 AT A3 2 6Ga1 6.8
wood and timber 458 55a 0 100 101,00 92.6  122,2 Z03.7 222.4
Iron ore of 553 66.8 100 96.0  34.7  83.0  102,8  112,5
Sugar b/ o/ 528 27,8 100 5.3 4d.1l 48,8 59.0  SB,7
Grouvndnuts ond cil 330 4B.4 100 92,0 112.9  135.8 1163  96.9
Ten {average cuction-London) 132 79,5 100 112.0 194,00  159.1 157.0 166,9
Diasonds of 23 Cun 100 116.0 12720 cae “so aes
Citrus fruit ¢/ 183 ces 100 112.0 111,0  130.0 ... -
Tobaoco af 2 7.1 100 101.9 11C.9 115,35 12,8 .135.6
Cobalt of 104 e 100 150.0 143.0 .. can ‘oo
Hine of D151 eae 100 198,0 109.0 ... cae can
Rubber (all origins-New York) 104 7C.6 100 132.4 139.1 167.2 214.7 246.7
Monganese ore of . 111 39,5 100 105.2 107.4  103.1 100,00  100.0
Palm nuts end kernele— g/) 165 53,1 100 103.0 141.7  157.9 197.0  160.0
Uolm and palm kernels oil™ )

0live ¢il gf 101 ... 100 © 65,0 61.0 6.0 .. vou
Rice b/ o/ T0 42,5 100 719 71.3 98,3 91,6  116.4
Sosame sceds T ana 100 92,0 94.0 108,0 sas P
Sierl af 91 26.2 100 80.83  88.4  84.4  121.7 148.2
Tin {21 origine - London) GO 3945 100 111.3 157.5  187.4  225.5  251.2
Zinc ﬁjq 70 39.8 100 93,5 T9.5  T9.4  92.8  100.0
Bananas— 22 6769 100 109.6 111.1  117.C  132.9 158,313
Lead af 33 748 100 109.2 150.1  159.8  291.6 2387

Scurce:  Based on statistical data avallable at ECA and in INF, International
Pinaucial Statistics, Vol, X, No,12, Decomber 1977, Vol. XXXITI. No,8 {Aupgust 1930}

ﬂ/ Based on one quotaticne
uf Bagod on more then one quotation.
cf Average reslisned price of exports,
1/ Comtains estiustes.
Exports of developing Africa 1979 in wvalue (milzicns of United States Dollars).
Based on more than one quotation sxcept 1970

f:_,L

el



Table IV Fo8 : TIMF and BCA indices. of wholesale and export prices 1975~1930

First helf of

1970 1975 1976 1917 1978 1979 - -- 1986
Wholesale pricgs,“IMF”%(' 5T.4 . 100 112.2 137.1 1:8,8 149.4 1656
Wholesale prices, ECA b/ 52,8 100 11844 151.5 133.3 152,3 160.6
Unit value of exports ¢/ 53,5 100 101.0 116.,0 120.,9 142,% vos

‘Source: Bascd on data available at ECA end IMF, Internationsl Financilol Statistics,
Vol., XXX, No.1l2, December 1977; Vol., XXXIII, No.3, August 1950,

' 2/:Index of 30 commodities/excluding crude oil/
p/ Index of 27 commodities/excluding crude oil/weighted by 1975 export value,

2/ Exports from non—oil—exporting countriecs of developing Africa.

Balance. of payments

" Table IV.Fa9 gives'SOme information and estimates on the balance of poyments {for the
developing countries of Africa, classified into major oil-exporting countries ond non-—oil-
cxporting countries, '

- The mgjor. oil=gc¥porting.countries.-had-a-defickt--on-goods- emd services account of $US 1.4
billion in 1975, and & surplus of $US 1.3 billion in 1976. A surplus recurrcd in 1977, on
a mich reduced scale of S 0.4 billionm, 1n 1978 the four-major oil-—exporting countries in
Africg roached_a_recoord deficit of $US 4.8  billion, but a sharp reversal toox pldoe in
1679, with a high current account surplus of $US 7.4 billion, meinly becuuse of the risc in
the real prices of oil and in the volume of imports. These movenents, accompanied by a net
capital inflowr in all years shovn, led to reserves being built up in 1976, 1977 ond sub-
stantially in 1979

The non=oil-exporting countries in Africa registered a large deficit on goods and
services in all the yecars covered in *the tables The deficit in 1979 was cbout SUS 10.7
" billion, compared with $US 10 billion in 1978 and $US 8.9 billion in 197% In 1979 the
deficlit was covered by a net inflov of nrivate transfers of IUS 0.6 billion, official
transfers and grants of $US 2,4 billion and net capital inflovr of $US 7.5 billion, and o

reduction in the reserves held by this group.

The heavy dependence of the non-oil-exporting Africrn countries on oftficial transfors
and grants and on high net capitol inflow has continued, According to estimates by INE
(World Economic Outlook, May 1980), the deficit on current account of non—oil-exporting
countries is expeciod to become larger in 1980, and the prospects for the 19808 ore indecd
very bleak.

N
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Table IVLF,G @

Balence of psyments of developing Africa, 1970 and 1975=1979

(millione of United States dollars)

1976 1975 1976 1977 1978 S
Ma jor ailmgxporéing cauntrieshf
Goods and serviees (net) ‘ 3 -1 520 1 304 407 -4 752 7 351
Private transfers (net) 218 ~26 -53 302 530 ~702
Officicl trensfers and grants (net) =16 ~15¢ ~109 -85 -6 =175
Copital (net) 562 509 633 1139 3 628 2 340
Reserves ond reloted iiems ~114 1 650 =1 341 -557 2 A6 b6 142
Brrors and omissions ~23 ~}65 ~134 ~5 572 =2 649
Non-oil-exporting

developing countries
Goods and services {net) -1 594 -8B 543 <7 116 -7 837 ~10 023 =30 705
Frivote transfers (net) ~228 271 150 218 479 639
Official transfers and grante {(net) 99Cc 1 700 o/ 1 gosn/ 2 1299/ 2 12;"/ 2 4160
Capital (net) 1232 6 ;9&~ 5 481~ & 081 7 014 7 46
Reserves and related items ~314 T46 356 ~133 632 1
EBrrere and omissions ~B5 ~770 ~311 -39 -227 ~106
Sources IMF, International Fimanciol Statistios, Vol. XXX, Hoel2, December 1977

Vola XXKXIIT, Nolo3, August 1950 and Vol XXILT, Ho.10y October 1580, IMF, World Ecenam;_
Qutlook, May 1980 and ECA estimates for countries ond years not covereds

g/ Rough egtimates'Only.

R/ Algeric, Gabon, DLibyan Arcb Jumohiriya and Nigeriow

g/ Includes loons for balance of poyments,
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" G, Trends and structures in social development in Africa

1. Introduction

In the 1878/1979 survey of economic and social conditions in Africall/a special gt v
on economic growth. employment, incorwe distribution and mass poverty in African develer e
countries was published. jfter reviowing the economic developments in the ECA region
during the pnst twe docades, the study discussod the concept of social dustice and inees.
distribution and presented detailed analysis of the distribution of incomes and cstimace:s
of mass poverty in the ECA rogion and some major policy issues. It then went onto review
the approaches to social justice developzd within tho United Nations Family, and the
approaches taken in the national development plans of many ECA member countries to
employment promotion and the eradication of mass poverty.

The 19?&{;977 survcy of economic and soclial conditions in Africal%fgava~ﬁn‘overview
of educational and cmplcyment problems in the African region. If discussed the interacticn
between the schooling and the lahour market, paying particular attention to the examinatior
system, with its backwash effedt on the content and structure of lower-level schooline,
and to the relaticnship between rewerds in the labour market and the paper:cualificatione
of job applicawts. It alsco presented a number of fase studies of African experience with
such policies as increasad provision for nonfoymal education, rostricted post-primary.
enrolments in the formal system, 2 new systems of “basic” cducation at the primary level.
vocational programmes a2t the secondary levels, changés in the czamination svsten.
curriculum reforms of all kinds, national service schemes, locsening of hiring standards,
and incomes policies.

In this short review an attempt is made to discuss in brief a2 number of issues;
i.¢. namely health, human resourcaes developrment; ‘urban poverty and housing, the staotus of
women, ycuth unemployment and the problems of refugees and the disabled.

Puring the 1950s ceclonialism was challenged on all fronts by emerging nationalism.
which threatened existing political systems and traditicnal .conomies, as well as the
very fabric of society. During the 1560s concrete cxpression was given to the nationalissic
fervour by the granting of independence to many African countries., Unfortunately,
independence hes not led to the rapid attainment of the good life promised by the early
naticnalists, as the 1970s were characterized by o variety of serious economic and social
problems. i’

Governments have assumed o leading role in pursuing the progress of planned economic
development in post<indesendence Africa, and tho financial, manpower and natural rosovreoar
of the continent have ke:n severely taxed. In response to the various problems of thc
continent, a meeting in 1979 of Covernments in Monrovia and later of Heads of State and
Government in Lagos deciled on a Plan of Action which ¢alled specifically for (a) attainmons
of self-sufficiency in fsod production through the adaptation of appropriate technology to
the production, storage, protection and distribution of agricuitural praduchs s

13/ E/CN.14/743 Pex: I, 10 March 1980.

12;‘( E/CN,14/690 Prr . I, 1978,
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(b) increase of Africa's share in world industrial output through individual country
efforts and subregional co-operation; {c) better utilization of Africa‘’s human resoureces:
(d) expansion of continental transportation and comrunication; (e) adaptation of science
and technology to all areas of economic develepment; (f) protection of the environment;
and {g)} greater participation of women in the development effort.13/ The social implica-
tions of this line of action by African Governments present a clear challenge to the
successful implementation of the economic targets set.

2. The African social situation

The social situation of African countries is not readily grasped by consideration of
GNP figures alone. The achlevements and shortfalls of the 19705 can be assessed, and the
prospects for the 1980s analyvsed, by reference to the major indicators presented hereunder.

(a) Health

African 5tates are fighting a constant battle against malnutrition, disease and ill=-
health. Statistics shows that in 1878 the overall doctor/population ratie in developing
Africa was 1:6,500, This is a distinct improvement on the ratio in 1870, which was
1:10,000. However, thers are very wide differences among subregions and among individual
countries. The ratie in 1978 was less than 2,000 persons per doctor only in Egypt, the
Libyan Arab Jamahiriyva and Mauritius. Tt was more than 10,000 persons per doctor in Moroeco
and the Sudan in North Afrieca, in 13 countries in West Africa, in eight countries in
Central Africa, and in ten countrics in East Africa. The figures noted for Benin, Mali,
the Niger and the Upper Volta in West Africa; Buxundi, Chad, Egquatorial Guinea and Rwanda
in Central Africa: and Ethiopia and Malawi in East Africa are particularly high: in each
country there were more than 30,000 persons per doctor.

In view of the low levels of par capita income and abundant supplies of unskilled
labour, African countries, with their limited financial rescurces and the need to spread
medical services as widely as possible,might be expected to stress proventive rather than
curative measures within their health programmes, and that labour-intensive rather than
capital~intensive techniques would he employed. On the contrary,; the health systems in
Africa typically cater for a small urban elite, stress curative rather than preventive
medicine, and favour capital-intunsive construction technigues with highly skilled doctors
rather than simple «linics with a fow doctors and many medical auxiliaries. However,
efforts are being made to change this situation, Preventive rather than curative hoalth
services have been emphasized in recent policy statements on health, and, besides clean
water, programmes cover sewerado schemas, vaccinations, health education and campaigns to
make people more aware of proper nutrition.

One positive trend is that nurses and medium-level para-medical staff are now being
trained on a large scale in order to reach the rural people. However, cven vith such
afforts, peopnle in the countryside have to travel long distances to reach a health post
and ambulances are not available in casces of emcruency.

13/ Document E/CN.14/781, Plan of Action for the Implementation of the Monrovia
Strategy for Economic Development of Africa.
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Family planning has also come to be more widely emphasized in health policies, and
infants and mothers are being given increasing care to cut down mortality rates. While
the general mortality rate in Africa has been declining, and birth rate remains high, with
the result that the continent is experiencing something of a population explosion. The
resultant high proportion of young people means a high dependency ratio, which limits the
wealth=generating capacity of the labour forces.

According to the recommendations of the Third Conference of African Ministers of
Social Affairs held in Addis Ababa in October 1980, Governments should give priority to
formulating, elaborating and implementing population and family policiecs appropriate for
the realities of their own countries so as to reduce the dependency ratio over time, strike
a balance between population and resources, and reduce the burden of excessive child birth
on women, thus making it poszible for women to participate effectively in general develop-
ment efforts.

They should alse organise and strengthen their national health systems, improving
community health through primary health care as defined by the Alma Ata Conference, the
objeetive being "Health for all by the year 2000", and pav special attention to the risk
groups, namely mothers and childron, by strossing pre-natal and post-natal supervision of
mothers, family life education and responsible parenthood =0 as to enable parents to make
informed decisions about the number of children they want and can afford, and sducation in
nutrition, with particular reference to the nutritional remquirements of children.

(b} Human rescurces development - education.

Expenditurcs on education and training, improvoment of health and research contribute
to productivity by raising the cuality of the population, and these outlays viéld a
continuing stream of returns in the future. Educatlon absorbs the greatest share of most
recurrent expenditurcs of African Govermnments, occupies the time and activities of the
greatest number of adults and children, and carries the greatest psychological burden of
development aspirations,

Empirical data show that illiteracy rate in &frica is very high. According to the
iUnited Nations report on the world sociasl situation, on average closc to 70 per cent of the
adult population in Africa are illiterate, compared to an average of around 5 per cent for
the more developed regions. A literate labour force has a bettocr absorption capacity and
can therefore contribute more cffectively to productivity and cconomic growth of a nation
than would an illiterate labour forca., African Govermments must therefore make a massive
effort to eradicate illiteracy.

Hore than 20 per cent of all cducational excenditure in Africa, and almost 10 per cent
of governmental recurrent expenditurc, are allocated to primary education. Nevertheless,
as can be secn from table IV.G.1, primary school enrolment rates in Africa are the lowest
in the world, even though, according to more recent data, they reached 60 per cent in 1877,

Table IV.G.1. World schocl enrolment rabtes - 1972-19713 (percentage of eligible children)

Region Brimary Sceondary School igher Education -
North America 98 82 44.5

Europe and USSR 97 64 1€.7

Geeanla 95 60 15

Latin America 75 35 5

Asia 55 30 4.7

Africa 40 15 13

Sourcer Michael P. Todaro, geonemiss £0r 2 Developing World, Longman, London, 1977, p, 7258,



Some of the basic problems which mean that primary education is often out of tune with
the resl needs of society are:

(a) Over 70 per cent of the children in Africa live and attend schoel in rural areas;

{t} Over 80 per cent of these children are likely to spend their lives earning a
living either directly from the land or from unskilled paid employment in rural
areass. Yot primary schools spend very little time giving these students the
knowledge, skills and new ideas necessary to function efficiently in their rural
environmenrt (e.qg. farming practices and management, hyglene, nutrition, community
developmant, etc.);

(¢} Primary schools typically attempt to prepare students for sccondary school, with
training in literacy, numeracy and foreion languages recelving highest priority.
The training, moreover, usually consists of recitation and repetition rather than
thinking and prchlem-solving, which are more relevant to post-school life,

Educational curricula at both the first and sccond levels are hazavily biased towards
the arts, and lack vocational and tochnical content,. with the result that children leave
school with little or nc practical skills. As table IV.G.2 shows, the secondary level pupil/
teacher ratic is extremely high in Africa, and the percentage of female students is lower
than it should be in 2z society where, as discussed in section 2(b) below, major efforts need
to be made teo improve the status of women., Furthermore, the total enrolment at the second

Table IV.C.2. Second level aducation ratioc - A compariscon of Africa with the more developed
and other less devaloped regions

Percent enrollaed

Region Male Female Pupil/teacher ratio
World 55 46 50

More developed 84 35 ) 27

Less developed 42 18 &3
Africa 30 34 111

Northern 42 23 -

Western 29 16 -

Eastern 33 20 -

Middls 52 26 -

Southern 74 T -

Source: Population Reference Bureau Inc. World's Children Data Sheet 1979,

level im Africa iz not high., To make the situation worse, secondary school students, who
are not all accommodated in the hicher levels of education, in many cases join the ranks
nf the rural or 'urben uncmployed or underemployed.
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Most African universitics have boen modelled in struceture and content upon older
institutions in the industrialized societies, and "oxcellence” continues to be measured
in terms of international academic standards rather than contribitions to national develop-
ment. From the latter standpoint, the immediate rogulrements may ¢all for emphasis on
vogational and technical training and adult education, rather than on a greatly expanded
system of formal education.

The growth of education has been extremely rapid, with emphasis on sccondary and higher

education.

The annual growth rates in enrolments since 1970 were 7.2 per cent for primary

education, 9.8 per cent for secondary education and 1l.1 per cent for higher ¢ducation.
Recently, Governments have been finding it more and more difficult to continue to finance
the education budget and maintain past rates of expansion. In 1978, very rough estimates
indicate that there were approximatcly 50 million primary school pupils in developing
Africa and a further 9.5 million students at Secondary schools, There were also about
900,000 in higher education. '

The Third Genference of African Ministers of Social Affairs, meeting at Addis hbaba
in Qctober 1980, recommended that Goveornments should:

{a)
(b}
{c)
@

()

{£)
(g}

)

Mobilize 21l available resourcoes, material and human, to eradicate illiteracy
among adults within as short a time as possible:

Prepare reading materials and make them available to neo-literates via such ,
mechanisms as community libraries and centres. These materials should deal with
problems of 1life in general and impart knowledge and skill on such matters as
health, family life, production, etc.;

Make increasod efforts to assure the universalization of oprpertunities for
education for all children regardless of sex; religion,ethic affiliation and
place of residencer -

Make special efforts to reform curricular content at the first and socond levels
of education with 2 view to increasing their vocationzl and technical content and

making them more relevant to local needs and circumstances)

Create an orientation system which will make it posszible to direct children and
youth into vocational streams in linge with their interests and aptitudes;

Give greater prominence at the higher level te scilence and technology:

Attach due importance to the teaching of African history, culture and civilization
so that young Africans continue to feel an attachment to auvthentic African wvalues
and thus find & bebtter ground for mutual comprchension and understanding.

Urban poverty and housing

Because poverty manifests itself in many ways, drawing the poverty line or using
minimum standards to measure poverty has become difficult. As a result, poverty standards
which apply in some countries are inapplicable in others.
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Rapid urbanization, industrialization and rising living standards in Africa have brought
about a number of acute problems such ag urban congestion, traffic difficulties, inadequate
housing conditions, an inappropriate distribution of infrastructure and educaticonal facilities
health threats like malnutrition, and contaminated water supply and lack of access to social
seyvices.

In the African c¢ontext, some argue that rapid urban growth and urban underemployment
are primarily a political rather than an econoric preblem, since the new migrants to the
urban areas feel uprooted, isclated, disappointed, disillusioned and frustrated, and thus
constitute a potentially explosive source of social, and ultimately political, unrest.

Howevaer that may bg, the problem is opne which, on social grounds alone, calls for urgent
remedies. Alleviation of the misery of sguatter settlements and the provision of adeguate
housing, infrastructure, services of all kinds and employment oppertunities in African cities
require, and given proiected levels of population growth will for the foreseeable future
continue to require, masgsive injections of funds, both national and international, Hor
indeed is the problem in essence a purely urban one. Its ultimate solution ¢alle not only
measures such as those described above, but for planning of population distridbution and
decentralization of industrial and other facilitles on a nation-wide scale.

{d} The status of women

The division of labour that has linked womgn’s biological role in reproduction to the
social responsibility of nurturing and socializing futurc generations is often taken for
granted,  But the exclusion of women, the majority of the populations of the developing
world, from the advanced sectors of commercial preduction denresses the wage that workers
can command in the marginally productive industries and services.

Women's subordination can be seen in the following three areas. 2As housewives and
mothers, they are the subordinates of men on the domestic scono, liable to dismissal without
compensation and lacking the means of regulating their hours of work or controlling their
incomes. They are subordinates in sex-segregated jobs with discriminatory wages, and male
workerzs may, through fear of losing the szrvices women provide for them, as well as of
competing with them in the job market, join with employers in supporting the exclusion of
women from jobs or in establishing lower pav scales for them, As workers, women are usually
excluded from the higher levels of management in private and governmental enterprises, and
maust depend on decision-making controlled by male ¢lites who determineg the allocation of
private and public capital and who often tord to give low priority to social nceds.

Traditional values, social attitudes and teboos affect the right of women and relegate
them to low status occcupations. To remedy this situation, African Govermnments and
educational institutions should seck to change present attitudes towards the place of
women in socliety and take concrete maeasures toe chanage the status. In particular, they
should increase their efforts to achieve eguality of educntional opportunities for the sexes,
and take immediate measures to abolish both de jure and de facto diseriminatory policies
and practices in employment, wages and conditions of work. Since early marriage and
adolescent maternity cause a whole range of social, physieal and psychological and other
digabilities, the legal age at marriage should be raised significantly, and adequate family-
life sducation and related services he made available to young people in both urban and
rural areas,
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In order to enhance the quality of their contribution to development and improve
their productivity, women should be given opportunities for nen~formal education in such
areas as agriculture, animal husbandry, home management, etc., Governments should astablish
a network of creches, day-care centres, etc. to enable them to participate in wage-earning
ocgupations in the formal sector.

To ensure the full participation of women in development activities, family duties
should be alleviated by giving them access to and training in the use of technologically
appropriate labour-saving devices, and a certain percentage of places in established bodies
and in planning and exscution services should be reserved for women.

{g) Youth unemnlovment

Youth unemployment gives rize to sericus problems, beth for the youth themgelves and
for soclety at large. Apart from causing such problems as delinguency, drug addiction and
alcoholism, it represents a serious wastage of human resources. Young people who drop out
of the school system are not equipped with skills that would enable them to engage in
productive activities, and most African economies do not have the capacity to train and
deploy such youths in productive employment in any major way.

The 1980 Social Development Ministerial Conference suggested that African Governments
should create a network of gkill and vocationzl training facilities in orxder to prepare
out=of-school boys and girls for productive employment in appropriate sectors of the national
economy, create opportunities, through evening institutes in urban areas and through
correspondence education for those who live and work in remote areas, for continuing
education. for boys and girls who have left school prematurely, and consider establishing
national youth service programmes where they do not ezist and strengthening those which arc
already in existence with a view to tapping the energy of boys and girls for development
purposes.

{i} The problems of refugees

It is repeatedly mentioned chal the major causc for rofugeeism is political. while
this is ecertainly true, the refucee problen nevertheless has an undeniable social impact,

Whan refugees arrive in a country of asylum, thoy ars generally destitute, having had
to leave behind thely tools, livestock and other belengings: the only thing they still
retain is thelr "know-how'.  vhey are usually prepared to take what is given to them, and
since they have been upreocoted, they have broken with their traditions which, in some cases,
may have been an cbstacle to the adoption of new methods,

On tha other hand, refugees represent a manpower drain for the country of origin and
a burden for the receiving country. Since it is usually the able-bodied and the aspiring
who take the radical step of lecaving their country of birth, the loss to that in human
rescurce terms can be considerable. ©On the other side of the coin, as most countries in
Africa suffer from problems of unemployment and underemplovment, new and unexpectad
arrivals can further aggrzvate existing problems. Member States are therefore urged:



(a) To intensify their efforts to decrease the economic, social and other conditions
that tend to serve as push factors for refugees and displaced persons;

{b} - To intensify collective efforts to forceo ragist and expansionist regimes to make

" radical changes in their policies to African populatiens and to dosist forth with
from cormitting aggression against their neighbours, especially the front-line
States in Southern Africa;

L{g} To extend ald to the front~-line States in conformity with the relevant decislons
of OAU so that thoy can effectively discharge thoeir responsibility to the national
lireration movements, and to provide adequate care to victims of the apartheid
reging;

{4} Teo recognize the peaceful and humanitarian nature of granting asylum and abide
strictly by the provisions of article 3 of the 00U Convention.

{g} . The probiems of the disabled

The disabled comprise a substantial proportion of Africa’s population; it is estimated
that more than 45 million perscons in Africa suffer from some form of disability. Popular
prejudice reinforeed by supcrstition as to the causes of disability consigns the disabled
to social and economic cold storage. Although experience has shown that most dissbilities
are praventable, and surgical and cccupaticnal rehabilitation can enable the disabled to i
function adequately as productive and self-supporting rembers of scciety, cfforts in these !
-apeas are generally accorded low priority. Thus the disabled, by and large, remain a burden ,
to society and at the same time society is deprived of their contribution. Hence, :
aceording to the recommendations of the Regional Seminar of the Internaticnal Year of ;
Disabled Persons, Africa should pay particular attenticon tc and take concerted action in ;
the field of disability prevention and.the rehabilitation of the disebled. Govermments must t
pay special attention to the prevention of certain forms of disability, partiecularly theose )
which are caused by sccial neglect, Budgetary allocations fnr preventive and curative i
measures should be regarded as an investment in the davelepmant of human rosources. Since
one factor common to west casos of disabllity is soclal neglect orising from ignorance on
the part of the victime, thelr fomilies and the commyrity in general, States should seck
to ¢liminate this ignorance through mass eduoation prograrmmes using inncvative means of
communication, Some form of prefesrential treatwent should be given to the disabled to
afford them batter zccess to scoial services and epable them to be inteorzted in their
community. In order to reach the rural people vho arc often the rost neglected, sccid-
medical sorvices should be decentralized so as to reach arcas vwhoere they do not yet exist,
and mobile units should be set up with suitable means of transport in line with the
country's possibilities. :

Iegislative and administrative roforms should be carried oubt as o matter of urgency
toe bring national institutions inte line with the two General Assembly declarations on the
rights of the disabled and retarded persons, and non-governmental crganizations should be
astablished for the disabled so that thay can effectively narticipate in the planninag and
implenentation of activitices which relate directly to them.

3. Congclusion . . :
The core problems of widespread poverty, growing ineguality, repid population growth,

and rising unomployment. all find their origing in the stagnation of ecconomic life in rural
areas, in which the majority (70 - 80 per cent} of Africa‘s population lives,

FRETEY



Rural development, while dependent primarily on increasing the agricultural productivity
of small farmers, implies much more., It oncompasses improvement in levels of living,
including income, cmployment. cducation, health and nutrition, housing and a variety of
social services, and involves dacreasing the inegualities in rural income distribution and
the urban -~ rural imbalance in incomes and cconomic opportunities. It also calls for changes
in the rural institutions that control production (c.g. banks, money-lenders, seed and
fertilizer distributors, etc.) supporting government services {technical and educational
extension services, public credit agencies, storage and marketing facilities, rural transport
and feeder roads, ete.), and government pricing policies with regard to both inputs and

cutputs.

Unless the African countrics meke gtrong efforts to improve thelr living conditions in
the 1980s, the present situvation of persistent low levels of living with the characteristics
of absolute poverty, lovw per capita incomes, low rates of economic growth, high unemployment,
low consumption levels, poor health services, high death rates, high birth rates, refugee
problems, vulnerability to and dependence on foreign economies, and limited freedom to
¢hoose between variables that satisfy human wants, is likely te continue. Improvement in
the guality of the human factor is as essential as investment in physical capitsl, and
advances in knowledge and the diffusion of new idess and objectives are necessary to remove
economic backwardness snd instill the abilities and motlvations that are more favourable
to economic achievement, While investment in material capital may indirectly achieve some
lessening of economic backwardness, the direct and more declsive means is through investment
in human beings, as both the means and the end of development.
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H. Demographic trends and policies

1. Introduction

During the third quarter of the twentieth century, increased interest has
been evinced in the relationship between population trends and sociow-economic
development. The various analytical approaches to this relationship hold that
increasing income leads to Increasing population growth raves, and that per capita
income falls as long as population growth exceeds income growth, resulting in the
low-level equilibrium trap. Although the assumptions implicit in the various modéls
have been criticized, they reawakened economists to the demographic factor as a .
policy variable, alerted those concerned with development to the importance of ‘
-growth rates as well-as absolute size of populations, and contributed significantly
to the view that extremely rapid population growth rates exacerbate development .
problems. Over the vears, demographic research has revealed that favtlliﬁy is the
crlt;cal facter in the rapid growth of the total population.

The notion that rapid population growth rates could jeopardize national daﬁelqp-_
ment objectives is not, however, widely accepted in Afrjeca, and fertility control .
is nowhere assigned high priority. Official policy emphasizes increasing the pace
of national growth rather than taking care of a growing ponulation, although the
increasing urbanization in the various African countries is creating problems of
providing adequate housing, sanitation and other essential services. This attitude
¢n the part of African Governments stems from lack of adequate knowledge of the
pertinent demographic znd socio~economic indicators.

Prior to the attaimment of political independence. information on population
for all but a few African countries was based on unreliable estimates. The scanty
data available at the time on the population cheracteristics of the countries were
derived largely from colonial head counts designed for estimation of available labour
force and taxable persons. On acceding to independence in the 1960s, therefore, many
countries undertock sample surveys to c¢btain acceptable demographic indices for
planning their economies. Nevertheless, demographic data in Africa remained scanty,
inadequate and inaccurate,

The African census programme began in 1971 by providing assistance to certain
African countries which had not been able to participate in the 1970 censuses owing
to lack of experience and financial resources. A total of 22 countries were initially
given such assistance by the United Nations, through the regional advisory services
of the ECA secretariat, in such arsas es cartography, erganizetion of the census,
data processing, sampling and population stavristics. The programme was successful,
and information on the demographic situation in African countries improved considerably

during the 197Cs.

It may be recalled that at its eighth session, held in 1973, the Conference of
African Statisticians recommended that as a sequel to the African census programme,
an African Household Survey Capability Programme should be launched to collect
integrated demographic, social and economic data. The World Population Conference
(Bucharest, 1978} recommended that all countries should establish continuing
capability for taking household sample surveys and a long-term plan for regular
collection of statistics on various demeographic and intervelated socio~-economic
variables. Among the most notable of these survays ic the World Fertility Survey
(WrsS), in which 11 African countries have so far participated.

- sewm ]



The main purpose of this section is to examine the levels, patterns, deter-
minants and trends in the components of population growth in Africa as estimated
from all the aforementioned sources during the 1970s and projected through the
year 2000, The question the section secks to answer is whether in the light of
contemporary knowledge of population policies in these countries, there are any
prospects for a breakthrough leading to a decline in the population growth rates
cbserved in these countries during the 1970s. :

2. Population growth and distribution

From the available estimates, the population of Africa grew from 275.million
in 1960 to u70 million in 1980, and by the year 2000 it will be about 528 million
{table IV.H.1)., Relative to corresponding estimates for the whole world, the
proportion of African population was 9.1 per cent in 1960, 10,6 per cent in 1380,
and will be 13.4 per cent by the year 2000,

The African population has been growing faster than that of tha entire developing
world during the periods 1955 to 1960 and 1975 to 1980, and is projected to continue
doing so during the period 1995 to 2000. ©On the other hand, the rate of urbanization
in Africa has been the lowest in the entire developing world (table IV.H.3). From
a level of less than 20 per cent in 1960, the African continent was less than 30
per cent urbanized in 1880 and by the year 2000, when more than half of the world's
population is expected to live in urban agglomerations, the corresponding estimate
for Africa is still less than that for the developing world as a whole (table IV.H.3}).
In other words, the bulk of African populations lived in rural areas during the
period 1960-1980, and will still do so by the year 2000.

The available estimates, however, indicate that there are considerable variations
in total population size, associated growth rates and urbanization levels in the
different subregions. The eviden:e suggests an increasing disparity between the
population size of the five subregions in 1960, 1980 and 2000, the West and Eastern
growing faster than the North, Central and Southern subregions. In that these two
subregions contain more countries than the others, this trend is understandable.

The observed variations in growth rates between the subregions as at 1850, which had
decreased by 1980, will rise again considerably by the year 2000 (table IV.H.l). On

the other hand, the marked subregional variation in estimated urbanization levels

for 1860, which had declined by about 3% per cent as at 1980, is expected to continue

to decline at the same rate up to the year 2000 {(table IV.H.3). Taken together,

these differential population growth and urbanization rates account for the differential
distribution of countries within the continent and the subregions by population size
during the 1960 to 2000 period (table IV.H.S).

3. Components of growth

A pertinent question to raise at this point is what are the components of the
estimated differentials in the aforementioned population size, population growth
and urbanization rates in Africa and its subregions during the period 1960 to 200C.

Available estimates (tables IV.H.2 and 3) indicate that the African contiment
around 1960 had the highest estimated crude birth rate (CBR}, crude death rate {(CDR),
and infant mortality rate (IMR) and the lowest life expenctancy at birth in the world.



Here also in the different subregions, there were considerable differences in the
components of growth. The estimates around 1960 indicate that the countries within
each of the five subregions were more homogeneous with respect tc the CBR than the
CDR levels. The range of the CBR for the North subregion was 4 (Egypt) to 50.8
(Algeria) during the 1855 to 60 period.li/ The corresponding values for the West
subregion were 41.3 (Guinea Bissau) and 52.4 (Higer): for the Central 32.7 (Gabon)
and 49.5 (Angela): for the Pastern 43.8 (Mauritius) and 53.3 (Malawi); and for the
Southern 39.2 (Scuth Africa) and %9.7 {Botswana). In the case of the CDR, the ranges
were: North 19.9 {(Egypt and Libya) to 25 (Sudan); West 15.5 (Cape Verde) to 33.1
{Guinea Bissau), Central - 24.7 {(Zaire) to 31.9 {4ngola): Eastern 11.1 (Mauritius)
to 29.1 {Ethiopial: Southern 16 (South Africa) to 28.4% (Swaziland).

The factors advanced as causes of these fertility variations by subregion in
Africa in the 1860s include differences in traditional attitudes to marriage and
birth of children, as well as cultural/environmental factors affecting the incidence
of sterility, sub-fecundity and pregnancy wastage, a life of hard labour, decline in
polygamy, declining mortality, nomadism, the incidence of marital instability and
venereal diseases, pericdic absence of marriage partners, ete,

Generalization regarding the observed mortality variations by subregions in
Africa during the 1960s is obviously risky, in view of The great diversity of climate,
culture, technolegy, level of economic development and other health-related factors
in the varicus subregions., These include the wide scatter of settlements and the
lack of transport and communications facilities, which impede the development of
health services, especially among the nomadic dnd semi-nomadic populations in the
Horth Africa subregion. In areas of hiph population density such as the rapidly
growing cities, on the other hand, economic difficulties connected with population
pressure on the land impede the attaimment of satisfactory health conditions. The
difficulty of healthy development of urban communities is further increased by the
instability of the urban population. The system of migrant labour and its variants
of “'temporary urbanization” in parts of the Horth, Hest, Bastern and Southern
subregions has deleterious effects on the population by upsetting the demographic
equilibrium of the areas of origin. These and other factors accounted for the
estimated mortality variation in the various subregions during the 1%960s.

For the 197C0s, the (BR levels per country were still fairly homogeneous within
the five subregions. Obviously the factors accounting for the subregional variations
in both vital rates during the 1960s were still operative during the 1870s, although
perhzps to a lesser degree. On the other hand, the CDR levels for the countries
within the subregions were still very hetercgeneous, as they were in the 1980s.

By the period 1995-2000, the projected CBR and CDR levels will differ markedly
between the subregions relative to the 1955-1960 and 19751980 periods., Howsver,
being projected estimates, these vital rates cannot ba used to infer tremds for the

14/ VWorld population trends and prospects by countyry 1950-2000, Summary report
of the 1978 assessment (United Nations, 197%), ST/ESA/SLR.R/33),




~whole centinant, the subwerfons, ox the indi-idual countries, since they derive
from the assumption that the gross reproduction rate (GRR)} in the countries observed
around 1975 will remain constant through the period 1980/1985. declining thereafter
over a S0-year transiiion pwwicd to the replacement level of unity,

¥, Effect of growth paclern ¢n age structure

As a result of the interplay of fertility and mortality, the population base of
Africa and that of its subregions remained young during the two decades 1960-1980,
and will remain so up to the year 2000. In 1960 the combined proportion of the
populaticn aged 0-14 and 85+ was about 46 per cent for all Africa; it increased to
48 per cant by 1380, and Ly the year 2000 will have declined arain only to the 1960
level. The corresponding estimates for the world as a whole are 42, 41 and 38 per
cent respectively, and for the less developed nations 45, 43 and 39 per cent
respectively. In other words, whereas the non-working proportion of the population
for the whole world and the developing countries shows some decline during the four
decades 13860-2000s, that for Africa appear to be stable at zround the 47 per cent
level (tadble IV.H.U),

A major concequence of the persisting high youthful character of the African
populaticn is the asscclated high despendency burden, estimated for all Africa at
87, 92 and 3848 in 1960, 1980 and 2000 respectively. The corresponding estimates for
the whole world are 73, 69 and 61, and for the developing countries 81, 76 and 64.
Up to the end of the present century, therefore, Africa will have an ever-increasing
number of mouths te feed in proportion to the hands available to share in preduction.

The youthful character and hiph dependency ratic for Africa are further high-
lighted by median age estimates of 18, 18 and 19 for 1960, 1980 and 2000, as compared
to corresponding estimates of 23, 23 and 25 for the whole worlid and 20, 20 and 23
for the developing countries. Within the five suhregions, the non-working population
proportions, the dependency burden and mean age do not exhibit any marked variation
during the psriod 1850-1980. By the year 2000, however, all three indicators of the
youthful age styucture re projecicd to reveal marked varistions by subregion.

A recent work contains - dotalled overview of the consequences of a young base
populaticn, not only for Africo but for all such population 15/. It is noted that
the problems of the cbserved and projected populaticn base for Africa do not only
affect the dependency burden, but also have cost implications for education,
employment, provision of housing and urban planning, as well as other related social
engineerinrg rrogrames, and the socio-economic development problems faced by African
Governments are compounded by this young population base.

5.  FPuture prospects and policies

As was noted above, trends in population growth components cannct be inferved
from the vit=1 watec series because of the underlying assumptions regarding the more
critical o ¥ = tus components - fertility., Despite this difficulty, it is apparent

ra—

_15/Rapid peoiinticn growth |, consequences and palicy implications (John Hopkins
Press, 1871), Chapters 1, 3, &, 6-17.
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that the population of all the countries of Africs, of its subreglons and the entire
continent will still be growing al a repid cate oy the year 200¢, and. that population
densities &5 well as urbanization levels will increase. How ver, the pattern of
population distribution chsawved within the submegions in the 1980s and 1370s will
continue., On the other hand, the homegeneity In CBR lavels within the subregions

is projected to disappear by The vear 2000, Like the CDR, the twc series of estimated
vital rates will at wnat time exhibit u@ﬁ&ldewabla hetercgensity between the
gubregions. In oprder to spsoulate on the ideal population policy for these countries
consistent with these proijzcted demographic indicaters duviag the last quarter of
this century, it is recessavy Tirst to overviéw the prevalling rovernment perceptions
and policies remerding fertility lasvels in these countries.

Based on the wosti up~to-date information available a*t the time of this analysis,
of the 43 countries vith pertinent data, aboutr 22 (i.e. 51 per cent) do not exXpress
any desire to intervene to change the prevalling Ffertility level. On the other hand
12 per cent Tecl that the prevailing fortility level is too high, while 7 per cent
feel that il iz *oe low. ¥hereas only 2 per cent feel the prevailing level should
be maintainad, about 7 per cent desire an incraase in the prevalling fertility levsl,
and 21 per cent 2xpress a desire for & reduction in the prevailing fertility level.

Among the Z2 countries advocating no intervention to change the prevailing
fertility level, 7 hove estimated annu«l growth rates of at least 3 per cent for the
period 1980-1928%, while in the remainineg 15, the growth rate is in the range of 2.5 -
2.9 per cent. OF the three countries »sserting that their preveiling fertility
level is too low, the United Republic of Cameroon has an evfimated annual growth
rate 1980-1985 of 2.4 per cent. the Central African Republic 2.5 per cent and the
Ivory Coast 3.1 par cont. Although these growth raves are projected rather than
observed estimates, i: vould 2ppear that contemparary government perceptions and
policies regarding feffiilLy levels in Atrican countries bear little or no relation-
ship to the prevailing demcgranhic reaiicies. . s

‘At the beginning of this section, reference was made to govermment priorities.
Where population is 2oncorned, it is pertinent to note that African countries regard
reducxng mortality and worbidity rates as the most Important goal, helleving that
socio-economic chirges in the course of development will ultimetely reduce fertility
rates Tuey 4lign Foous actenti.on on integrated raral/urban deveiopweﬂt schemes to
stem the ever-increasiss ruweal/urban drift, These actiens and/or inactions, though
necessary, are not sufficient, given the foregoing observations concerning their
fertility, mortality and pepulaticon grewth rates and the depordency hurden. The
question thon iz whet =2iltermativs policies aimed at influencing population variables

in these countries should he pursued.

A recent study noted ~hat some of the key factors accounting for the observed
spatial and subregional wvariations In the fertility levels in African countries
include reduced irfant moritality rates and subsistence agriculture, a more egalitarlan
income distributiorn, =nd znwreage& 13€eracy and urbanization. lﬁj Hith respect to

15/ '"Regressica snalysis of factors affecting spatial and subregional differential
fertil ty ir Africa'. Paper presanived at the UNECA. A Expert Group leeting on Tertility
and Mortality levels, patterns and tvronds in Afpica s and thelr policy implications,
Monrovia, 26 November - 1 Docember 19793




mortality, another recent study has also revealed that with increasing proportions

of the population engaged in urban industrial employment, there will be a corresponding
decrease in the death rate. 17/ A more egalitarian income.distribution, along with
increased literacy, will also contribute to marked declines in the CDR levels. Since
infant moptality is positively and significantly related to the CDR, one of the

major tools for. effecting further declines in the CDR levels for these countries’ is

to embark on socic-economic policies that will cause drastic reductions in infant
mortality rates.

6. Summary

Contemporary research has revealed that fertility is the most critical compenent
accounting for the observed rapid population growth in developing countries, but
African countries have yet to embark on fertility control measures, although the-
available estimates indicate that the population in these countries is growing at
a faster rate than anywhere else. The problem of forecasting trends in the components
of gsuch growth has alsco been highlighted. Accordingly, the task of ascertaining the
best possible strategy for curbing such growth rates is indeed a difficult one. The
socio-economic factors suggested here for influencing the two critical components of
population growth, though not exhaustive, should constitute the minimum prerequisite
of an effective population policy for these countries.

Table IV.H.1. Estimates of mid-year population and growth rates for Africa and
its subregions, 1960 to 2000 EaE

Mid-year population estimate Annual growth rate
{in millions) (per cent)
. 1955 1875 1985 to

Regions 1860 | %986 ‘ .2000.. to 6O to 80 5000
Horld T 3026.5(100.0) 4415.0(100.0) £189,4(100.0) 1.8 1.8 1.6
Developing

o tiome 2081,6(69.0) 3284.3(74.4) 4927.0(79.5) 2.3 2.2 1.8
Africa 274.8(9.1) 469.4{10.6) 828.1(13.4) 2.4 2.4 2.6
North Africa 55.2(23.7%  108.7(23. z}af 183.7¢22.2% 2.3 2.9 2.3
West Africa ?gﬁ?(za,?}af 1u;.0(30,e}— 261.4(31.6)8 2.6 3.1 3.0
Central Africa  34.5(12.6)% 53.1(11.3)% 86.1¢10.00 1.9 2.6 2.1
Eastern Africa  76.5(%7. a}aj 132.6028.5Y% auz.e(20.3¥ a2 2.9 2.9
Southern Africa lg.ﬁ(?~i}“ 33.0(7. G)a{ 5@.6{6.5}§/ 2.3 2.8 2.2

Sources: World Population and its age-sex composition by country; 1950-2000 Demecgraphic
estimation as assessed in 1978 (United Hations ESA/P/WP.65, 2 Jan. 1880), World population
trends and prospects by country, 1950-2000: Summary report of the 1978 assessment (United
Hations ST/ESA/SER,R/33}, New York, 1379,

N.B. a/ As per cent of all Africa.
17/ "Mortality differentials and their correlates in Africa”, paper presented at the

the WHO meeting on socio-economic determinants and consequences of mortality {Mewxico City,
19-25 June 1979).
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Table IV.H.2., Estimates of vital rates for Africa and 1ts
subreg}cms9 1960G-2000

Crude birth rate Crude death rate

Regions (Per 1000 Population} (Per 1000 Population)
1955 to 60 1975 to 80 1995 to 2000 1955 to 60 1975 to 80 1935 to 2000
Horld ' 35.3 28.9 23.8 16.1 1.3 8.7
Be;:iggizg 41,5 33.6 26.2 o 19.3 12.2 8.3
Africa 4§.0 46.0 36.9 4.6 17.1 10.6
North Africa 45,7 u2.6 31.5 21.5. SER- 8.4
West Africa 50.3 49.0 41.0 27.0° 18.8 11
Central Africa  146.6 45,1 33.3 27.1 9.6 12.0
East Africa 48,8 47.6 38.8 25.5 . 18.3 1l.u
South Africa. .. 33.9 - 38.6 28.9 ~~  17.0  1l.0 7.1

Source: World population trends and prospects by country, 18950-2000: C
Summary report of the 1378 assessment (United Natlons, ST/ESA/SER.R. R/33 ), Mew York,

1979,

Table IV,H.3, Estimates of life expectancy at birth, infant mortality
-rate and uprbanization level Topr AIrica and 1ts supregions,
1860-2000

Infant mortality

L%?i expec§an;y it bizth rate per Perbcent'
Regions years), both sexes Livebirths urban |

1955/60  1975/80  1995/2000 1968 1975 1960 1980 2000
World 50.3 57.5 64.5 . - - 33,9 41.3 51,3
Developing nations 45,9 55.2 3.1 - - 22.0 30.8  43.8
Africa 33.9 ug.8 57.9 137 us . 18,1 28,8 HZ.5.
North Africa 4.1 53.9 62.7 133 135 29,8 43.8 58.0
West Africa 37.0  46.3 56.0 163 151 .  13.5 22.3  35.9
Central Africa 37,1 us.1 55.0 13 171 18.1 344 51.6
East Africa 8.7  u7.2 56.6 133 135 7.5 17.1 17.6

South Africa ha.g 58.9 66.7 11 131 8.7 4G.5 57.9

Source: As for table IV.H.2.
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Table IV.H.4. Botimatec of the age steurtura-{by broa’ ass grouns) for Africa and its

supregions; 15602000 .

Y - 4 i .
Vears/broad age prousc {por cent)

. 16750 1o RN
REGTONS - - _—
* $ ~+ - + 4 L ,_?-"+
-1l 155k 55 D14 1554 &0 Dt 158554 G
. darld 37,8 577 sz 354 531 s 30 S0 S
> a - - E o y - -~ ~ ™~
Developing Hations £1.9 = e 3.7 Foel oS 369 ?éxw ZA.T Lot
Africa 3.4 E2,.5 Z.0 !A.“ .1 32 b2e3 el 23
. North Africa 43.3 5345 Z.2 0 43.2 0 53.4 2.3 35,4 57,8 3.3
Yest Africa Lb 5 579 2.G L6 4 51,0 2.5 5.1 571 2e3
Central Africa 42.0  Bhl7 3.2 4345 23 3.2 23 GG 32
East Airica zt-.,;é 33!4 2-3 ‘&E}f’x" i}lﬂﬂ 2-9 ‘ﬂ“‘“q 52‘7 3-2
. ol o - e
South Africa 405 B0 La? Lral G360 el 7.1 SGeZ 4G
Source: As for table IV,.H.Z,.
Table IV.H.5. Distribution of number of cauntrxeg by population size in Africa and itg
subregions, 16C3-2000
Hiader of countriss/oomlation size (nillions)
; Jnder 3 n_1f X SOs T/ ﬁ~+
~REGIQ§S rEe 2 ¢.:@. L P . s} Q 1
million million Million million cizes
. . 1630
to
1550 1980 2070 1962 1990 22230 16590 2000

1600 1580 2000 1660 1930 20090 !

Africa a5 30 21 © 15 21 3 S 7 2 2 / 43 55
Horth A‘rlca z 2 I 37 1 e 1 3 i - i 3 ) 7
Hest t 14 G 501 7 5 - - 1 1 1 1 15 17
Cential " 8 5 5 1 & 3 1 1 - - - i B G
Bast i ST 5 = o 515 3 5 - - 1 LA
South " 5 & 24 - 1 - b - i - 1 = 5

Source: As for table [VeHe .
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I. Transport and communicatinng infragtructurs

1. Introduction

By resolution 2971{XIII} of 26 February 1977, the fowrth meeting of the ECA
Confersence of Ministers recommended that the international commurmity should proclaim
a transport and comminications decade in Africa during the years 1378-1388.
Bubsequently, at the recommendation of the Iconomie and Social Council in
resolution 2097 (LXIII} of 29 July 1977, the Ceneral Assembly, bv resolution 32/16n0
of 19 December 1977, endorsed the =Ci recommendation and proclaimed the Decade.
These resolutions recommended & global strategy for the development of transpori
and communications for the entire region, with emphasis on harmonization,
go~ordination, modernization and development, and Turther recommended that ithe
technical and Tinancial rescurces necessary for this purpose should be mobilized
on an international scale.

The Decade aime at independence, self-reliance and international co-operation
among African couniries in all the fields and modes of iransport and communications

by
{a) Promoting an integrated transport and commurnications infrastructure to
inerease intra-African trades; .

(b} Enhancing the co-ordination and improvement of the various transport systemsi
{c} OCpening up the land-locked countries and isolated vegions of Africas

(4} Harmonizing mational regulations to reduce physical and other barriers
to the movement of persons and goovds,; and standardizing network and
equipment, researeh and dissemination of technigues suitable to Africa;

fe} Promotion of ifrican industry in the Tield of trapspori and communicaiions
equivment and components, to achieve which technical and firancizl
resources nust be mobiliged during the Decade for the modernization and
development of transport and commurpications infrastructures in Africa.

The ECA programme under this basic sitrategy covers the Tellowing subsectors:
éa road transpert; {(b) water tramsport; (c) air transport: (d) railway transport
e) multimodal transport; () pipeline *ransport; and (g) communications, including
telecomnunications, radio; television and postal services.

2. Road $ransport

Africa's rcad network consisgts mainly of gravel an? earth roads. Both types
are guenmbered ¥ith physical and non-physical barriers to free movementi of perscons
and goods, with resultant delays o traffie anrnd consegueni high itransporit costs.
There are very few all-weather roads permitting year—round movement of traffic
between African countries. The infrastructure is inadequate and the general conditions
of the network of both paved and unpaved roade in most countries are unssiisfactory
as a result of poor, inadeguate and irvegular maintenance ceriving in pari from
limited financial regources, equipment and number and gquality of techniciang. The
programne of five major trans-African highways initiated bv ZCi to interconneet
major parts of the continent — the Mombasa-Lagoe Trans-african Highway, the
Dakar-N'Djamena Trans-Sahelian Highway, the Ilagos-Rouakohott Trans-West African
Highway, the Cairo-Gaborone Trans-Iast African Highway and the alglers-iagos
Trana-Sahars Road — is now an integral part of the Decade. These highways consist
of about 31,519 km of primary and 43,066 km of secondary network and are of interest
to about 41 African ccuntries. In addition, four other major nighways are planned
that would provide a primary highway network covering the entire continent. These are:
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Biera-Lobito; Tripoli=Windhoex; Massawa~E'Djamena and Houakchott—-{aire. Any country
not covered by cne of these hsghways would be linked fo fthe system by leeder
roads ‘of adequate standard.

.

The total length of the o@ wnter—State liuks is estimated at about 104,300 km,
of which 45,600 km (44 per cent) are paved, 16,30C km {16 per cent) are gravel
and 81,830 km (40 per cent) are partiallynmprmved and unimproved earth tracks
and trails.

The programme of rToad infrastructure is designed to Tacilitste transit
on existing entercountry links by simplification of border-crossing formalivies,
adoption of bilaterzl reciprécal arrangements on vehicle movements, strict control
of unofficial tolls and adequate maintenance of infrastructure. It will also
harmonize snd standardize the varicds national regulatory coces, road 51én&/510nals
and axle load limits. Accordingly, a sufficlent number of appropriate natlonal/
muliinational ftraining feecilities will be developed t0 meet the urgent need of
trained personnel at all levels of highway planming, construction, maintenance and
administration and of road transport, while national capabilities in rural road
planning, construction and waintepance, have algo to be developed.

X Maritime transport

The &fxlcgg region. congists. of - 50 independent countries, seven of which w Cape
Verde, Comoros, Bquatorial Guinea, Madagascar, Mauritius, 3ac Tome and Principe
and Sevchelles — sre islands and 13 have no direct ac ess to the sea. HNine of
the countrieg lie on the Hast African seaboard and 18 are on the west coast. Five
of the land-locked countries, the Central African Hepublic, Chad, Mali, the Niger
and the Upper Volta, use ports on the west coast, while seven, Purundi, Malawi,
Rwanda, Swaziland, Uganda and Zimbabwe, use east coast portis, and Zaire and Zawmbia
use ports on both coastlines., DBotswana and Lesotho are served by Scuth African ports,

About 25 per .cent of Africa's infternational itrade is carried by sea, and up
to 97.5 per cent of this is aarried by forelgn vessels, leavins only 2.% per cent
to African-owned vessels. Ulobal stalistics also reveal that Africa owns only
C.7 per cent of total world mercéant Tleet capacity, compared t0 its share of
13.7 per cent of world maritime trade traffi- ia 1275 Iy 1978, Africa's o-ean-
going merchant fleet was about & million tonnes deadweight, (awt) involving some
298 units, out of a total world tonnage of €41 million *onnes dwt or the developing
pountries’ share of about 51 million fonnes dwi.

Non-African liner conferences have divided up the conlinent among themselves,
exarcise near-monopoly powers in fixing freight rates for variocus products and
unilaterally determine transport conditiorns without proper consuliaztions with
African shippers and countries, UHCTAD has prepared a Code of Conduct for Liner
Conferences, designed to enable developing couniries to carry 40 per cent each of
their import and export freight by their own vessels while leaving the resi {o third
countriss, but it faces stiff cpposition from the developed maritime couniries.
Africa and other develcping couniries need to build up adequate shipping capacity
and qualified and experienced technicel and managerial personmel %0 operate armd
manage thelr shipping services.

Most shipping companies in sub-Saharan Africa are rela%tively small, operating
from one to a maximum of about five vessels. In view of their small size and
limited financial rescurces, coupled with adverse conference line gractices, their
management structure is usually very simple and in nost cases devoid of expertise
and management skills in shipping. Thus, 1t ie ounly natural that most of them



ingur financial logses and must depend on national subsidies for their existence.

In addition, there are only a few good facilities within the region for training
technical and profeseional personnel in shippirng management and operationa, with

the result that companies find it difficult to train their staff sr recruit

quaglified and competent staff within Lfrica. I+ is now apparent that only cowoperation
among African fleet cperators with rempect to fleet purchases and training and to
traffic poeling and Tleet scheduliny will enable them to maintain and eventually
improve thelir situation.

The African coastline contalns mere than 80 seaporis, of which some 49 are
major interrational porits. UOnly a few of these porits are efficientlv managed and
operated, while most suffer from serious deficiencies in one or severzl aspects
of their operations. The followlng ports provide services to the lard-locked
and semi~land-locked countries:

~ In West Africa: Dakar, Abidjan, Lomé, Cotonou and Port Harcourt, which
gerve Chad, Mali, the Niger and the Upper Voltaj

— In Central Africa: Douala, FPolnte Noire anpd Lebito which serve the Central
African FRepublic,; Zsire and Zgmbiaj

~. In Last Africa: Mombasa, Dar-es-3alaam, Nacala, Beira and Hapute, which
serve Botawana, Malawi, Pwanda, Swazilard, Ugarnda, Zambia and the eastern
part of Zgire.

The activities planned for improving paritime transport in Africa during the
Trangport and Comfiunizations Decade inciude development and improvement of African
ports and their hanagement; special attention t¢ the maritime needs of the least
developed ard land-lccked countries; establishment of regienalfsubregional maritime
training centrss; ocreation of regional/subregienal shipping companies ito take
advantage of the economies of scals, etc.; encouragement of the develrpment of
natienal/regional shipping lines and discouragement of open registry practices;
adopition of initernational maritime conventions negotiated under the auspices of
UNCTAD and IMCU; and control and prevention of marine poilition.

4. Air transgport

In 1977, African zir transoort represented only % per cent and 3.3 per cent
of world internaitional pessenger and freight traffic, respectively. The proteciivnist
policies -adopted by most African 3tates are reflected in thelr reluctance to grani
air traffic rights of a purely commercial mature {rishts of the fifth freedom of
the air or cabotage, i.e. inter-mediate hopping), except in a very restrictive way
in bilateral agreements beiween two States. This practice, designed primarily to
benefit individual naticnal airlinss, has the counter—effect of intenzifying the
meost profitable, nigh-dénsity routes, such as the north-scuth axis to the detriment
of the new eust-west lines which urgentiv require development and for which the
airlines rerfuse to assume responsibility in view of fhe probable initial losses
invelved.

The African Airlines Association (AFR&4A) is working towards pooling arrangemente
in the area of traffic, mzintenance, irzining and exchange of manpower resources
among African nationsl zirlines while the African Civil Aviaetion Commission (AFCAC)
is pursuing a similar objective in encouraging the formation of multinational
zirlines, atandardizing airport Tacilities ard improving air navigation systems
in Africa. A1 present, the digtribution of ailr routes in Africe 1s very poor,
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in that while moust African countries are linked daily %o Iurvpe, Asia, the Middle
Bast and North America, there are very few and irregular weekly links between most
African countries. Land-locked countries that have no national airlines of their
own suffer must from irregular air connexions. AT the moment, lesa than 50 per
cent of the air navigational and other facilities reguired under ICAD regulations
in Africa have been constructed.

Several activities are snvisaged and planned for improving alr transport in
Africa during the Decade, among which are the folliowing:

{a} promotion of better use of air transport facilities and sequipment by African
countries through traffic and equipment pooling; peoling anéfﬁr establishment
of joint training, overhaul and maintenace facilities; personnel and :
standardization of training and licensing reguirements; liberalization
of traffic rights among African States; and joint provision and operation
uf air navigation facilities, where appropriate;

‘(b) promotion of the formation of multinaticnal airlines;

(¢) harmonization of domestic, intra-African and international air services
where feasible; and

(4) development of iptra~ifrican air freight and mail services.

S Rallway transpori

411 but 11 {(Furundi, the Central African Republic, Chad, [yuatorial Guinea, the
Gambia, Guinsa 3issau, Lesothe the Libyan Arab Jamahiriya, the Higer, Bwanda and
Somalia) of the AfriBan countries have railways nust of were designed a very long time
age to serve specific enclave activities or to supplement the surface trangspurt systen.

The Alrican rallway network density is very low Tor a total land area about 29
million km™, there age only GC,70& km of track, which gives an average density of about
2470 km per 1,000 km“. The railway network is made up of several short, independent
national systems of various gauges and different technical specifications, and as &
resulid only few of them are inter-nonnected.

There are a total of nine gauges of the African railway network, but only three
are widespread:; the pormal Huropean gauge 1.435 m (11.743 km or 14.5 per cent of
the network; the standard African gauge 1.067 wm {49,473 km about 61.3 per cent)}, and
the metriec gauge 1.000 m (15,473 km or 19.2 per cent). The normal Furopean track
gauge is used in North Africa {(Moroccco and Egypt), while the standard Union of african
Railways (UAR) track gauge is in use in nmost parts of Africa {Ghana, Nigeria, Sudan,.
United Republic eof Tanzania, Zaire and Zambia) and tie metric gauge is used in must of
the West African railways (United Republic of Camervon, Senegal, the Ivory Coasti, ﬁali,
the Upper Volta, Guinea) as well as in three Sast African countries {Kenya, Uganda and
the United Republic of Tanzania).

From a technical standpoint, the adoption of the 1.067 n standard gauge for
the entire African network could facilitate intercormexion of tne system., Ab |
pregent, only the southern African system (1.067 m) is well linked up but, glven
the Tact that the Tazara line has the same gauge, interconnection with the Zast
African systen is feasible and would bring Malawil; Mozambique, Swaziland, Zambia
and Zimbabwe into one system,



Scme 23 of the 35 networks have now adopted the standard 1.067 m gauge and :
those with different gauges, including ithe enclave or mining raillways, are widely
dispersed in the regicn. In view of the slight variation in gauges, Lowever, most
of the railways scuth of the Sahara can be interlinked without major technical problems.
Two main braking systems are employed on the African railway network: the vacuum
brake used on the North African nelwork and the comprassed air system used in
the ¥West, Central and EBast African railways. Bxcept for the Congo—Ccean line,
all *the networks cazn Use the UAR siandard gauge (1.067 m) rolling stock.

Onlv 6,500 km of the 80,706 ko of the African railway network, or 8 per cent,
is electrified and this is limited to urban and suburban high traffic density
sectors of only five networks, thoese of Llgeria, Lgypt, Moroceco, Zaire and South
ifrica. Speeds on most African railwavs, sxcept in Horth Africa, are wvery low,
averaging 40 and 3C km per hour for passengers and goods irains respectively,
with resultant low utilization of rolling =stock and low profit margins. The low
permissivle axle loads end zpecd are determined by the poor vertical and horizontal
alignments of most African railways, rather than solely by inadequate motive power.

Te meet the increased traffic demand, African Eallwawvs would need:

(a} Treos renevwal; realignment of route to avold sharp and steep curveiuress
changs of itrack eguipment; welding of the rails to reduce wear and tear
on rolling stock; and modernizaiion of signalling systems;

(b) Development of managerisl and planning skills tnrcugh regional uramning
prograimmes and centress . ]

), tandardization of eguipment and co-~ordination of regulations and
practicess '

(d) sgtablishment of traffic exciange voints beitween adjacent railways and
interface points with otner modes of transport;

{e) Extension of existing railvave %o serve land-locked countries or other
remote arsas, as Well as ¢ interconnect wiith other railways;

(f) tonstruction of a trans-African railway network. L.

b Inland water transpors

¥Most of the major rivers and lakes which offer potential for mavipgation are
internaticonal iz character, in that ithey oross or bDorder several countries. Any
large-scale development of the inland waters for any usge, including transport,
is likely to affect the total water volume ard downstream cperations, and must
therefore be based on co-operative progracmes smong the naticns concerned.

The principal rivers and lakes which warrans prioritv during this periocd
include: (a) Rivers: the File, the Higer, the Cambia, ths Zanberi, tke Volta, the
Mans and the Conge/Zaire; and (b) lakes: Chad, Tanganika, Malawi, Victoria,
Xivua and Kariba. Action should be 'uxiertaken at both national and subregicnal
ilevels, and, for those rivers and lakes which already have standing authorities
pember States will need assistance in strengthening co-~operation and joint expleitation
of the variocus potentials offered by the rivers and lakes, and the development of
transport facilities and services on the navigable watsrs,

Te Pipeline transgport

The use of pipelines as a mode of itransport is not widespread in Africa,
altkough there are pipelines in Algeria, Hgypu. Kenva, Libyan Areb Jamshiriya,
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¥orecco, Tunisia and Zaire. Compared o other modes of trdnsport, pipelines
provide a cheap and efficient means of transpori for very large velumes of ligulds,
slurry and gas over long land distances. '

In view of ihe already high and ever rising cost of {petroleum) fuels ard
the major efforts now being made in petroleum exploration and production in Africa,
the prospects of pipeline transport are very good and should be actively onecouraged.

g, Telegommunications, broadcastin: and postal services

The main deficlencies of national communication services, particularly in the
gub~Saharan countries of the region, are inadequate physical [acilities, shortage
of skilled manpower and the absence of squipnent manufacturling capsbilities,

The main gongtraints to adeguate growth of the mational communicetion systems,
apart from unskilled managementy .are limited resources and the imadequate funding
whick results from the relatively low prierity natioral planning agencies usually
assign te communications network development, eapecially broadcasting and postal
services. The estimated average mnational invesiment as a percentage of GDP
reguired tc generate rapid growth {asauming avellabllity of adequate trained manpower,
including skilled managers) up to levels within the average range of intermational
norms is of the order of 1 or £ per cenl, 25 compared to the present average of
less than one twentieth of one per cent,

Currentlv a substantial number of copptries irn the region are concernsed, in
their development activities 1in the telocommunication secior, with the construction
of a frameworx of trunk circults includipng thase forming part of the Pan-African
Telecommunications Hetwork (Pﬁﬁﬁ?TEL)- Efforts are also being made to improve and
expand existing local networks and switching svstems and these should improve the
present unsatisfaciory peteteration of telephopes from the present range of 0.1-6,5
per cenit of the population compared 3o the world average of 14,5,

UNESCU, UPU, ITU and ECA are all ready, on resguest, to amsist in the review
of existing naticnal plans, offer advice on inprovements and implermentation, wrovide
inpuis 0 ihe proposed regional commumication dewvelopment plan for the Desads and
undertake field wmissions sn request to assist in the preparation, and advice on
the implementation, of national plans in the three pripncipal communications sgubsectors,
The major objective, however, must be o interconnect the natiocnal telecommunication
networks by compleving the Pan-African Telecommunications Fetworx so that bty the
end of the Decade subscribers in Afriva can have direct and automatic commurnications,
This implies that, for the services coifered to be of a high and savisfactory level,
African telecommunications networks, both nmational and regional, must function
vell and be properly maintailned.

For the Transport and Communications Decade, the following activiiies are
envisaged:

{a) Telecommunications

= Improvement and expansion of nationral metwork, with iwtervonnexion;

~ Interconnexion of the capitals of the African countries in the
telecomnunications network and harcmonization of tariff systems and
international accouniing procedures in Africa;
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- Desvelopment of ﬁeiecbmmﬂniqazionﬁ arnd electrehﬁcskinduszry in
Africa including measures to mset manpower needs at all levels of

skills {this is also relevant to the development of radic and television
services).

{b) Postal services

e

Development of the infrasturcture of postal services in both urban
and rural areas; introduction of rural mail services and multinational
transit cenires and measures to meeti manpower needs ¢ver ithe Decade; .

(c) Radio and television serviges ::;

Improvement and expansion of breadcasting infrastructure to assist in
social and economic development efforts, particularly in rural

communities, with facilities for exchange of programmes and a multi-~
national satellits communication system,
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THE WORLD: ERERGY SITUATION IN AN AFRICAN PERSPECTIVE
I. INTRODUCTION

The increased price of oil may not be solely responsible for the bulk of the aconcmic
and development problems in Africa today. but it is certainly one of their major causcs.
of course, many of these preblems are z product of colenial policies, and predate
independence. A share of the blame must alse bs attached to unscrupulous national
Governmcnts. PRut whatever their origin the fact remains that these problems have reachnd
alarming proportions, manifest in slow growth [povertv), inflation, balance of payments
problems, ete. As far back as the early 1070s, determined efforts were made to rectify pye
gituaticn both by attracting additicrnal international support and by strengthening regionzl
and multiregional co-operation. Major bonefits were expected to result from restructuring
of the world economic svstem {in trade, finance and technoloay) in a manner that would serve
the strategic and long-term objectives of the developing countries, includinc those of
A‘frlcas However, before a full understanding betweoen developed and develoning countries
was reached as to what exactly this would involve, the world economy suffercd a modost
recession. Aiﬁhaagh it recovered rapidly, in 1970 thc economic climate changed: there
was high inflation in several countrics and prices of crains and carital goods rose
conszderahiy.t The &onetary system had already kecn weakened whon the dollar was divorced
from gold in August 1971. By 1973 the Bretton Woods system was in almost complete dis~
array, with many of the postwar rules for oxchange rate manaééaeﬁa abandoned. Hajor
developed countries had to cope simultaneously with problems of inflation, unemnlovmont
and the balance of payments and their domestic restraints were holding back 1ntornationa3
trade. ‘

Thus the .encrgy problems could not have come at worse time for the world, and for
Africa in Q&rthUl&r. The guadrupling of the price of crude oil in 1973-1974 (and subse=
quent price increascs in 197£-1980) gave a substantial shock to the world economv and
aggravated developing Africa‘s already procarious position. The OPEC group found themselves
with large financial surpluses (which they cannot immediately invest internally because of
their limited absorptive capacity}. while oil-importing countries, developed and developing
alike, suffered sudden deterioration in thelr balance of payments. The results wore
significant in the industrialized countries, and - together with the cffects of other priec
increases and of global reccssion - even more so in parts of the developing world., Afriecan
non-oil-exporting countrics have been among the most seriousliv affected, both directly,
through the increase in their oil bill, and indircetly, from the comnlications triggercd
in the commodity (raw material or finished) and money markots,

Although the developed countries and a limited number of the develoring countrics
adjusted to the new situation and have managed to maintain their arowth momentum and imnort
demand, the years since 1974 have seen a marked slow-down in many developing countries,

This was most apparent in the leust developed countrices of Africa, which, with oxports
stagnating and per capita incomes increasing only narginally, lost their develorment romentus
ana ended the 1870s with massive debt and payments oblications,

;;M""j



The sutlook is one of even costlier energyv, with little prospect of substantial
cil discoveries. This is happening at a time when oil demand is increasing verv fast in
non=oil-cxporting African countries, at a rate well »bove their GDP growth rate. The
strong pressures on these countries to incremse their consumption of cormmercial ensray
include industrialization, population growth, urbanization, modernization of agriculture,
davelopment of transrort facilities, riging income lavels and soarcity of traditional
fusls such as fircwood and agricultural wastes, and the outleook in terms of encrygy rosource
potential to meect thHese increasing demands is far from reaéauringg Over and above, the
chnergy problems and the consuing macroeconomic disrurctions - inflation, unemplovment and
recession ~ looms a worsening food problem in the devcloping countries, especially in sub-
Saharan Africa. Food production in all the developing countries rosc by about 2.5 per cent
annually betwesn 1850-1975, but demand for food arew by well over 3 per cent a year with
wising incomes and populations. As o result, the developing countries have rapidly
increased thelr imports of cereals. from [0 million tons irn 1260-1961 to over 50 million
tons in the early 1970s and nearly 30 million by 1978-1879, The situation in non-oil-
exporting developing African countries is even morc serious. Given the prevailing economic
climate, it ls extiemely difficult for thoe exports of these countries, with pregsent level
of aid, to pav simultanecusly for thelr oil and food imports. For the least developed
African countries, the food bill has throughout the 1970s been even higher then the oil
bill, It is also worth noting that the agricultural growth rate for non-oll-cxporting
developing Africa as a whole has beon muth slower than that of populaticn during the last
two decades.

The sbove developments have serious implications for the workine of the internaticnal
economic systelh. Gilven the structure of production and trade patterns of the non-oil-
exporting developing African eoonomiece, the implications for them arae not far short of
disastrous. Among the essential reguisites for the orderly functioning of the international
economic system ara commodity/price and geograrhical kalances - indeed this is in
gascnce what the North-South dialogus is all about - and the develspment in oil prices
have led to serious disruption of these balanges. One of the most oritical diseguilibrating
-factors in the’ ccenomies of developing African countries today has been brought about by
the shifting relations in the prices of oil, manufactures and non~oil primary cormodities
exported. A triangular bzalance has to be achieved if the internntional order is to maintain
stability and evsn nominal economic gruwth is te be maintainad in the developing countrics.
Any attempt to assess the impact of the oill prics on develoning economiss in general, and
devaloping economnies in Africa in- paxzicular, must be preceded by a review of the problem
in the wider perspective. This perspoctive is that the dovelopad couniries export meanufac—
tures to the IPEC countries ana import their oil, while the OPEC countries, on the othor
hand, depcend, for both consumer and capital goods, mainly on the developed countries, and
also generally invest Lholr surplus earnings in thess countries, Thera is thus an
equilibrating machinery which over a pericd enables the developad mountrics to absorb
the shock of increases in the price of oil. The non-oil devoloring African countrigs, on
the other hand, export very little to thce OPEC countries. and thelr il bill thcrefore has
to be pald out of their earnings from exports to the developed countries. Even before the
oil price increases, the weak primary cormmodity producing structure ¢f develorning countrie
aspecially in Africa, courled with their increasing need for consumcr and capital gcods a
for food imports, made it increasingly difficult for them to balance their trade with the
developed countries, In addition to this trade gap with the developed countries, thay now

I
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have an additional trade gap with the OPEC member States. Horeover, rising price of
developed country manufactures is at the same time addipg to thelr import bill vis-a-vis
the developed countries. Tha OPEC countries have so far not transferrcd significant part
of their surplus earnings to promote capital formation in developing countries.

‘In the OECD countries the oil price rise in 1973-1974 was gradually absorbed, over the
fiveyears from 1973 to 1978, by sxpanding exports, raising the price of manufactures and
by contracting output so as to reduce demand for oil. The OPEC countries rasponded by raising
oil prices again in 1978-1898C, and the effect of this increase has not yet been absorbed.

The surpluses that the OPEC countrics accumulato flow back substantially to the
developed countries, in short-term or long-term investments. There is thus over a period
ne basic balance of payments problem to hinder the economic activities of the developed
countries, though intermittent dislocation of the terms of trade and inflation do affect
their general economic outlock.

Por the develoving countries in general and the developing Afriean countries in
particular, however, the impact is disastrous, as there is no twec-way flow of export and
import with the OPEC countries through which, either by trading goods or by transfer of
cash surplus, they can come to eguilibrium over a period. Morsover, they are losing their
struggle to balance their exports and imports on these two fronts at the same time. On the
one hand thelr deficits with OPEC countries are sharply increasing, a3 the increased oil
bill can not be paid for by corresponding exports which the OPEC countries want but which
the developing countries especially in Africa do not produce. In additien, the rise in
price of manufactures also hits the non-oil-exporting developing African countries, as
they are importers of manufactures from the developed countries while at the same time
the demand for their commodities is stagnant, or often controcting, and is in any case
fairly elastic to prices. Their deficit with the developed countries thorefore also
continues to increase.

The double impact con the non-oil~exporting African countries of che rising prices of
cil and manufactures has slowed down their per capita consumption growth rate, and often
reduced it, desplte its alrveady low level, with a concomitant reduction in the material
welfare of the population, The rate of domestically financed capital formation is dwindling
fast, and given the prospect of increasingly unfaveourable aid terms, the date at which the
non-oil-exporting developing African countries can home to attain their vital obijective
of self-sustained growth will have to be put off to an uncertain and unacceptably distant
horizon. The international community thercfore has to find an answer to this two-fronted
attack on the trade-gap that the non—oll-eXporting developing African countrizs are facing
with increasing severity.

It is not the intention here, however, to propose any golutions to the energy problem
and related issues. Rather solutions already followed or proposed by various institutions
and bodies will be highlighted.

Chapter II presents the oil problem in its jnternational setting, examining the impact of
the eneryy situation on the world economy and assessing the future energy position, Chapter
III discusses the impact of the situation on nen—oil-exporting African countries and the
available and prospective enerqy resources of Africa, while chapter IV highlights the
pelicies being propounded and the proposals for solutions under consideration.
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II. THE OIL PROBLEM IN AN INTERNATIONAL SETTING

1/

R. Nominal and real prices of crude oil~

Between 1954 and 1970, the nominal price of crude oil declined at an average annual
rate of about 1-2 per cent: in real terms (i.e. nominal crude oil price divided by the . ...
CECD export price of manufactures) the decline was larger, being about 3-4 per cent vearly.

Cheap coil contributed to the accelerated growth of real output realized during the two
postewar decades. However, it was not without side effects, including capital intensiveness,
the use of inappropriate technologies and factor mixes in developing countries, and the slow
development of alternative sources of energy. With rapidly growing energy recuirements,
there was widespread replacement of coal by oil, and many countries begcame increasingly.
dependent on oil imports from OPEC countries.

The pericd of cheap oil prices ended in the 1970s, when the average nominal producer
price of crude oil rose from about 505 U per barrel in 1370 to about SUS 31 by May 1988, an
increase of 15.5 times, representing an average annual rate of increase of about 31.5 per
cent, or sbout 15,7 per cent in real price {1980 prices). If 19250 is taken as the base vear,
the increase in real prices of crude oll was about 4.3 per cent vearly {or 9.¢ rer cent in
nominal prices), and the rise in crude oil prices in the 1970s thus more than rectified the
deterioration of the terms of trade of oil during the vears 1950 to 1870. The increase in
crude oil prices in the 1970s was largely concentrated in two periods, 1973-1674 when prices
guadrupled and 1978-1980 when prices more than doubled. The immediate ¢ffect of the first
increase was accentuated by production cutbacks and embargos imposed in 1973 and 1974,
Between 1974 and 1978 crude oll prices remained largely unchanged, although a two-tier
pricing system emerged. ) )

The final prices of <il to tho consumers rose much less sharvly than the price of crude
oil paid to the producers, since substantial value-added and tax components which were
specific rather than ad valorem did not change., This limited the demand response of final
uscrs to higher oll price. 1In recent years, however, there has heen cevidence in developed
countries of crude oil price rises being shiftoed to the firal users, and although such
adjustments in the final price are not yvet complete or automatic, oil conscrvation measures
are being put into practice. -The same trend is apparent in manv African developing countries.

gince 1973 energy consumption in OECD countries, which in the 1960s and early 1970s
matched the rate of increase of real GNP, has grown at a slower rate, indicating a
substantial energy saving.

1/ OECD, Economic Qutlook, 27 July 1980, p. 170,
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B, The impact of the rise in oll prices on the world economy

The sharp rise in oil price in the 1970g represents a substantial terms of trade
deteriocration to the oil-importing countries, and a substantial gain to oil-exporting
countries. For the OFCD area as a whole, the termn of trade loss is estimated to be
equivalent to arcund 4 per cent of GNP. TFor non-oil-exporting developing African countries
the loss is also equal to about 4 per cent of GDP. With the price elasticity of demand
for oil being inelastic. in the short run, the increase in net oil import costs has been
gubstantial, even though total oil demand has declined due to the resultant reduction in
GNP growth., Indeed, olil-importing countries have faced twe effects of the rise of oil
prices; {a} an immcdiate loss of real income, egual to the increased cost of oll, which
is transferred te the oll-exporting countries, and (b) a deflationary impact resulting from
the increased transfers abroad following oil price rises. 8Since the increased oil revenues
obtained by the oil-exmorting countries are not immediately fully spent or recycled, there
has been an output loss. Faced with soaring balance of payment deficits, many countries
resorted to deflationary and restrictive measures.

"The total real income loss is a combination of the terms of trade loss and the output
loss. 1In principle, the first =ffect, the terms of trade loss, is easily caleulable, being
eguivalent to the increase in the net oil import kBill. In the longer run increased energy
conservation and indigenous proeduction does reduce its impact,

The size of the second effect, the output loss, which further reduces real income, is
1lsss easy to quantify becanse it depends on the reaction of economic agents in each country
to tha oll price rise, The initial income logs is known and an assoclated demand reduction,
arising because CPEC countrics de not immediately respand all their revenues, may be estimated.
It is known that such an exogencus demand shoci ceould have multiplier effect on ocutput over
a period of time, However, the 1973-1974 experience showed that other offsetting behaviours
may be important in altering the timing and even the ultimate size of the deflationary impact.
For sconomic agents may react to the secondary loss of income following the withdrawal of
demand by borrowing in crder to sustain expenditure, the extent to which behaviour may change
is partly a matter of conjuncture.® 2/

The 1973~1974 fourfold rise in oil prices increased the QECD countries' net oll import
bill from around $U8 3% billion in 1973 to over SU5 100 billior in 1974. Before the
substantial rise in oll prices a slowdown in econcmic activity, was taking place in this
group of countries from the 8.5 per cent annual rate obtained in the first half of 1973.
To counteract the ascelerated inflation and the rise in oil prices, contractionary and
restrictive policies were suparimposcd on these developments, culminating in the sharpest
rocession of the port-war period. GNP declined continuously for one and half years, from
the beginning of 1274 to the middle of 1975, combined with double-digit inflation. How
much of this contraction in GNP was caused by the oil price increase alone is difficult to
say. Certainly, it ig unfalr to the cil-exporting countries fo blame them for the entire
recession. Concomitautly, there was sharp reduction-in investment spending and stocks and
a considerable rise in wages and savings, combined with depressed consumption. No doubt,
however, the sharp increase in their net oil import bill widened the balance of payments
deficits and encouraged the rastrictive policies pursued in the OECD countries.

3/ Ibid.



A5 stated earlier, the olil price increase was gradually absorbed, and recovery resulted
from increased private consumption, reduced saving ratio, renewed stockbuilding and dis-
cretionary expansive measures adopted by many OECD countries.

The rise of prices of imported oil by 130 per cent between the end of 1978 and June
1980 increased the OECD countries’ nmet oil import bill from around $U8 140 billion in 1978
to an annual rate of about $US 290 billion by the spring of 1980. Like the oil price
increzase in 1973, the rise during 1979 and carly 1980 cccurred at a time when growth in
QECD countries was slowing dewn after a pericd of moderate growth rates in 1876 and 1978,

According to the OECD analysisé/ the deflationary impact {or cutput less) on the OECD
economy was duc to the fact that increased oil revenues were not immediately and fully
re-spent by the OPEC countries or borrowed and spent by others. It will be recalled that
the total real income loss is a combination of the terms of trade loss and the ocutput losgs,

Whethor there is a shift in the terms of trade against tho developed countriss depends
on the base year considered; it is a loss if the base year is 1970 but it is a gain if
the base is shifted to the 1940s or so. The prices of OECD manufacturad exports are rising-——
over time, and the terms of trade are shifting in their favour in the long run. '

Table T.2.1. shows OPEC revenucs and cash surpluses [current and cumulative) for 1973-
1980, Alrmest 508 730.1 billion of the total SUF 731 cumulative cash surplus of SFEC for
the years 1973 to 1979 were invested in the United States of America, the United XKingdom
of Great Britain and Northern Ireland other countries and international organigations., 1In
nther words, the ontire cash surplus was invested almost at the same time and almost to the
same amount. What Is also important to note is that out of the total cumulative surplus
of U8 231 billion, $US 1032.4 billion, or 44.8 per cent, were invested in the twe countries
namad above. Ho data are available or investment in doveloping African countries. However,
indications are that only a small fraction was recycled to developing countries, in
particular to non-gil-exporting developing African countries.

Table I.2.1, OPEC revenues and cash surpluses, 1973-1980 {($UE billion)

1873 1974 1975 1976 1277 1878 1979 a/ 1980 b/

Exports ‘ - 4z 116 107 132 145 146 212 306
Imports 21 39 58 653 =4 104 10z 138
Net services and transfers -1i4 - =17 =22 =28 -32 ~37 =43 -54
Current surplus 8 59 27 36 48 5 67 114
Cumnlative surplus &7 G4 130 159 1G4 231 245

Estimated cash surplus

Invested in: 57.0 35T 37,7 33.5 13,4 53.8
United States of America 1.6 8.8 12.0 9.1 1.3 8.9
United Kingdem of Great :
Britain and MNorthern Ircland 71,0 4.3 4.5 3.8 ~1.8 17.2
Other countries 20.2 17.4 8.7 20.3 13.4 28,1
International organizations 3.5 4.0 2.0 0.3 0.1 ~0.4
57.0 92,2 122.4 162.2 176.3 34,1

Cumulative investment

Source: Bank of @ngland Quarterly Bulletin amd Federal Reserve Bulletin.

a/ FEstimates. b/ Forecasts.

3/ Ibtd,



These cash surpluses were nearly all invested in banks and capital assets in the
OECD area, with & third invested in Euro-currency markets. Some of those funds were lent
to non-oile-exporting developing African countries at high inteorest rates. On the
basis of past experience, it seems that recyeling of such large-scale funds could continue
in the future for the OFECD countries. For the developing countries, the prospects are
bleak, owing to the slowness of the oil-exporting countries and the developed countries
in transferring or recycling part of the surplus to develospment activities in these
countries. In addition the mounting external indebtedness thus incurred affects their
abilities to borrow funds from banks. '

Thus it can be concluded that, in terms of the output loss resulting from the fact
that increased oil revenues are not immediately and fully re-spent by the OPEC countries
or borrowed and spent by othcrs, the impact on the OECD countrics was negligible indoced.
This is why the real income loss {i.e. combination of the torms of trade loss and the
gutput losgs) is estimated at about 4 per cent of the GNP of OECD countries.

C. The world outlook for commercial ensrgy

According to World RBank projectionsﬁz of fature demand for and supely of primary
energy {ccal and lignite, crude petroleum. natural gas and naturel gag liguid, hydro and
nuclear electricity, owpressed in barrels a day of oil eguivalent} up to the wvear 1990
{1976 as base vear), total world production will oxpand at an average annuzl rate of 3.8
per cent, while world consumption will rise at an average annuwal rate'of 4.1 per cent
yearly {table I.Z.Z). The comparable rates for the yoars 1960 to 1976 were 4.5 per cent
yvearly for both producticn and consumption. Thus the international primary energy halance
is projected to be tight, with damand cxceeding supply and resultant risinag prices.

Obvicusly, projections depend on the assumptions made about the factors affecting
demand and supply, such as economic growth, resource availabilities, prices, demand and
supply response to changes in income and prices, political and environmental factors and
conservaticon measures. Among the mator assumptions made are that energy prices in real
terms will remain constant. and that gross domestic product in doveloping sountries as a
group will increase in real terms by 5.2 per cont vearly Aduring the period 1975-198%, and
by 5.6 per cent for the period 1985-19%90. GDP in all industrial countries is assumed to
grow at an average annual rate of 4.2 per cont during the 1%80s. The growth of energy
consumption in developing countries, which slowed down to an average of about 5 ner cent
vearly during the peried 1973-1976, is projectad to crow at 6.1 per cent yearly, and
production to rise by 4.8 per cont yearly, during the yecars 1876-1950. The projected
higher growth rate of energy consumption in daveloning countries is due to their projected
higher rate of growth in real gross domestic production as compared with the industrialized
countries., At the same time, thelr electricity consumption is projected te expand faster,
and their share in total energy consumption, which rose from 16 per cent in 1960 to °6 per
cent in 1976 will continue to increase in future. In addition, commercial energy is
assumed to substitute increasingly for non-commarcial energy. ConsSeguently, the share
of developing countries in world cnergy consumption is projected to rise from 13.8 nor cent
in 1976 to 18.3 per cent in 199C. Developing countrics as 2 group are projected to remain
net exporters of energy, but the oil-importing developing countries arc projected to import
larger volumes of energy from abroad.

-

4/ World Development Reoport, 197%, pp. 35-43,
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These projections, limited.as thay are by -the asoumptions made, arc useful in so far
as they illustrate the broad order of magnitude of the problems to be faced and the changes
in policies needed. If sustained cfforts arc made to increase production of beoth oil and
non-oil energy and to restrain demand through conservation and pricing measures, the
increase in real prices of encrgy in the noxt decade will be contained. Depending on the
rate of world inflation and the rise in price of manufactured goods in the industrial
countries, the increase in current prices of. energy will be larger than in real terms.
There are of course other factors, such as the usc of oil subsgtitutes, particulariy coal
and nuclear power and shale oils, tar sands and solar encrgy: the three latter sources of
energy arce, however, not included in the World Bank projections.

The effect of conservation measures should not be underestimated. The gharp and
substantial rise in encrgy prices has indecd encouraged not only conservation. but also
exploration and development of substitutes. Prior to the 1972 increase, energy consumption
in the industrial countries rosc at about the same rates of increasce in GDP, hut betwacn
1973 and 1979 encergy use in OECD countries expanded by 7 per gent only while real GNP
rose by about 17 per cent, which implies a reduction of energy use por unit of GNP of
about 9 per cent. It scems from the projections made by the Vorld Bank that elasticity
of consumption with resmect o G aNDP growth, which amcunted during the years 1960-1976
te 1.14 for developing countries, 0,84 for 1ndusﬁrlallvud countries, 1.192 for' capital=-
surplus ¢il exporters and 0.63 for centrally—planned economies, is estimated to decline
to 1.1 for developing countries and.0.79 for industrialized countries, and to increase
to 1.56 for capital surplus oil countries and 1.10 for centrally-slanned cconomies.

Production and consumption of cormercial primary encrgy are uncvenly distributed
between developing and inﬁuétrializedAcbdﬁtries {see table 1L.2.2),. In 1974, developing
countries, including capital-gurplus oll exporters, accourted for 33.6 per cent of world
production and a mere 13.8 per cent &f world congumption, with net cil importing countries
accounting for 5.1 per cent of world' production aﬁd‘g,g per cent of consumption, as
compared wWith 28,5 and 3.9 per cent rospectively foe net oll-exporting countries,

The- industrialized countries account for 36.6 per cent of world productinn and
54.9 per cent of consumption, 2s compared with 29,8 and 27.1 per cent respectively for
the centrally-planned sconcmies., Thus the total for the developed countries together
is about 66.4 per cent of world productiom and 82 per cernt of world consumption.
Since the population of the industrialized countries -accounts in 1976 for a mere 16,2
per cent of world pepulation, as conp&red with 52,2 per cent in the developing countries,
it seems that per caglta cmnsumptisn in phe~¢n&n@tx1aimmedfﬂ0ﬂntrm s iIn 1976 was about
13 to 14 times, and pér capita productiofh 3.5 tlmes, that in the #roping countries.

The share of develeoping African countries in world production was about 5,7 por cent,
while their share in world consumption is 1.7 per cent. With the share of developing African
countries in world population of about 9.5 per cent, it is evident that per capita produc-
tion and consumption in African devakoplng countries are below the average for the developing

countries as a group, being abeout 98 per cent of per sap;ta production and some 90 per cent
of per capita consumption.

A profile of Africa's projected net requirements of primary energy, together with
tentative estimates of investment reguirements of primary energy by 1990 will be given in
chapter 1II.
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Table T.2.2 : The world commercial Lrimary- energy balances, 1360~1990

Million barrels a

day of 11 equivalent (MRD)

L

Average annual percentage growth rate

1976

1990

—

1960—19?6 1976~1990
Eraductidn .Cpnaumption, Froduction Consumption Produc~ Consump-~  Produc— Consumpe
% of x % -of v % oof % of tion tion tion tion
MBD ~ totsl MBD _ total MBD _total IBD total
Developing ccuntrieaﬁ/ 26,5 20,9 16.8 13,2  51.3 239 8.4 1743 6.7 6.7 4.8 6.1
{fict cil~exporting countries) (20.0) (15.8) { 4.2) (3.3) (32.8)} (15 3) { 9.9) { 4e5) (7.2) (6,9) (3.6) (6,3)
(Net oil=impertirs countries) ( 6.5) ( 5.1) {12.6) {9.9) (18.5) ( 8 (28,5) {12.8) (5.2) (6.7) {1.8) (6,0)
Industrialized countries: 46.5 3646 69.8 5449  T0.7 13,7 49,5 246 4,1 3.0 3.3
Capital surplus oil exporters 16.1 1247 08 Cuf 2545 23 1.0 1C.7 13.9 3.3 7.8
Centrally planncd economies 379 29.8 Med 2T«l 6647 6de 3 29,0 bed 43 4.1 de6
Bankters and others i - 5.; 48 a6e Te0 2.7
Total 127.0¢ 10C.0  127.1 100,0 214.2 100.0 221.,7 100.0 4.5 a5 3,8 4al
0f which developing Africa Te2 . 5.? 22 IeT  45.6% 4eTH 1.1 545 14,1% 5, 5%
. : L B 6% 50 3%% 1. 2% G ) %%
* 1960=1976 growth rates *k 1970~19?8'growth rgtas 5,83
(pest trend sccnario) (seoond scenarlo) 6445

Sources

World Bank, World Development Report, 1979, August 1979, p.35.

the United Notions Publication World Ernergy Supplies: (&@verai issues),

The source for the figurce given for developing Africa ie

_/ Here, as throughout this report, the group cf "developing countrices” excludes only the caplthinsurplus members of the Crgenization

of Petroleum Bxporting Countries.

Higerie and Venezuela - are included in those for developing countries.

Hotes

electricity, expressed in barrels a day of oil equdvalent,

Thus, the cnergy balances of other OPEC members - Algeria, Ecuedor, Gabon, Indonesiaz, Iran, Iraqg,

Primary energy here refers ¢ coal and lignite, crude petroleum, naturcl ges and natural gas liquids, hydro and nuclear
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III. THE OIL PROBLEM IM AN AFRICAN SETTING

A., Thé impact of 0il prices on non-cil-exporting African countrics

It should be stated that the real income loss to the non-olil-exporting developing
African countries resulting from the rise in oil prices is estimated at around £ per cent
of their GDP. Given thaelr low per capita incowe, this iz more serious than the similar
estimate for the CECD group. For cne thing, it is being paid for in foreign exchango
which is already extremely scarce and is crucial for fixed capital formation. Moreover,
to compensate for the increased oll »rices by exports is a tremendous task compared to
that of the OECD countries, since in developing African countries, the range cof preduction
is restricted, most cof the cutput is in the form of consumer gocds for local use, and
capital goods for fixed capital formation and alsc some ¢ggential congsumer goods have to
be imported ‘against foreign exchange.

The dipect impact of higher o©il prices on non-oll-exporting developing African
countries has been substantial., Their cil import bill rose from $US 0.8 billion in 1973
to about SUS 7,4 billion in 1980, an average annual rata of growth of about 37 per cent.
As a proportion of total export proceeds, the oil import bill roqe from some 8.2 per cent
in 1973 to 29 2 per cent in 1980, when it was equivalent to 25.5 per cent of expenditure
on imports, 5.1 pur cent of GDP, and 27.4 per cent of !ixe&'capital fomzt;pn as cm&ngx@d wit
7.8 per zent in 1973 {5ee table I.7.3}

An cven mowe striking illustration of thosé ecuntries’ situation is that if the
food import Bill iz added to the oil import bill, the two ltems taken together account for
about 53 per eent of their export proceads., If the debt service on the outstanding
external public debt of the nonwoil-exporting African developing countries - estimated
at about $US 2 billion yearly - were taken also into comsideration, the proportion would
rise to some €1l per cent.

Between 1973 and 1980 the ¢il import bill rose by about $US 6.6 billion, the food
import bill by SUS 4.1 billion snnd debt service on external public debt by abeut SUS 0.3
billion, a total increase of about SUS 11.2 billien, During the same pericd total recorded
net flow of resources to non-oil-exporting develeping African countries rose by Foughly
the same amount, $US 11.4 billion. ‘ '

All the above developments aro reflected in the balance of payments of ncnnoll-exportlng
developing African countries {table I.”.4)}. After recording small surpluses in 19723 and
1974, the balance of trade thorgafter recistered substantial deficits. The deficit in the
balance on current account, whish amounted in 1973 to SUS 1.9 billicon, soared to $UE 8.5
billion by 1972, and tho projedtion for 1680 is for a deficit of $US 10.1 billion., Net
official transfers and c¢apitel inflows recorded in the balance of oayments statistics
vose from 3035 2.4 billion in 1973 to 3US B.7 billion in 1%80. whilc these inflows no
doubt helped finance the mounting deficits, the decline in the share of net official
transfers, which are on soft torms, and the rise in the share of net cavital inflow, which
is generally on hard market terms, is most disturbing. The share of net officidl transfers
fell from 4¢ per cent in 1973 to a mere 28.7 poer cent in 1979 and 1980. Wwith an insufficient
inflow of foreign exchangs resources, non-oil-exporting developing African countrics have
been obliged to draw down their limited foreiqn exchange reserves to mect their. oil bills.



Table 1,2.3, ©il and food import bills of nen=oil-exporting Africen developing countries (308 billicn)

1973 1974 1978 1979 1980
0il import bill 0.8 2.0 2.9 4.5 a/ 7.4 af
Exports (goods) 9.8 14,1 18.2 21.7 25.3 b/
Imports (goods) 14,0 16.0 21.0 24,3 29.0
GDF 4.3 7.4 13z2.4 138.7 145.3 g/
Pixed capital formation 10,2 12.9 26,4 26,7 27.0 b/
Oil import Bill as percentage of:

Exports 8,2 14. % 15.9 20,7 w9.2
Imports 5.7 12,5 13.8 18.5 25,58
ahe 1.2 2.6 a2 3. 5.1
Fizxed capital formation 7.8 15,5 11.0 16, 27 .4
Food imports ball 1.9 3.5 &2 5.0 6.0
A% percentage of:

Zxports 18.4 24,8 22.1 23.0 23.7
Imports 13.¢ 2L.9 20,0 20.6 20.7
GLP . 3.0 1.5 3,2 3.6 4.1
Fixed capital formatlon 18,6 27,1 15.9 18,7 BzeR

- 2curce: ECA, Stotistice Division and IMF, Werld Ecopomic Cutlook, May 1980

a/ Estimates based on oil prices of 1979 and 1980 and nil import wolume of 1978 assumed to
increase at 3,4 per cent yearly, the trend between 1970-197%,

b/ Extrapclated on basis of 1978/1279 growth.
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Table I.2.4. Non-oil-exporting developing African countries: balance of payments summaries, 19?3~1980§/ \
{(5Us billion)

1973 1974 1975 1976 18%7 1873 187 13890

Exports {f.o.b,)

3.8 14.1 13.3 14,9 17.3 18,2 21,7 25.3
Imports (f£.0.b.) -9,%  ~34.0 0 ~16,0  ~16.3 =1B. 8  =21,0 ~24.3  ~29.0
Trade balance 0.5 0.1 -2.7 ~1.4 -1.4 -2.6 ~2.0 ~2.7
Net services and private transfers A ~3,4 ~3.9 =4.7 ~5,0 ~5.5 -5.8 -6, 6
Balance on current account -1.9 -3.2 -6,5 ~6.1 -6.4 -8.3 -8.5 -10.1
Net official transfers 1.1 1.4 1.7 1.9 2.1 2.1 2.4 2.5
et capital inflows b/ 1.3 2.1 4.2 .1 5.8 5.7 £,0 6.2
Overall balance 0.5 0.3 ~(.6 -0.1 G.5 ~0.8 ~0,1 -1,

Source: World Bconcmig Cutlock, A Survey by the Staff of the Intcornational Monetary Fund,
Washington D.C,, May 1980.

- g&l =

2/ excluding Egypt,

b/ Includes SDR allocations,
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Table I.2.5 shows the fotal recorded net flow of resources to non-oil-exporting African
developing countyies. There are wide discrepancies between this flow as recorded in thcir
balance of paymen:s estifiates and as stated by OECD. There may be some differences in
timing, definition and coverage, wue, tuc dlfrerences ave still large enough to merit
examination in ¢ future study. According to GECD, the net flow rose between 1270 and 1278
from $US 2.2 billior to $US 14.2 Hillion, an. average annual rate of expansion of about
26 per cent at current prices, or arouud 10 per cent at constant prices, It is a matter
for concern that official flows of rescurces from QPEC countries and Arab/OPEC multilateral
institutions to pon-oil-zyooriing African countrieg have systematically declined at current
prices since i575. for ren-oil-cxporting African countries {(other than Egypt), official
flows have dropped fren o peak of SUS 871 willion in 1974 to $US 728 million dn 1978. At
constant prices, assawing & rate of inflation of some 1% per cent yearly, the decline was
about 20 per cent vearly. In recent vears official flows have financed less than 10 per
cent of the current oil ipTort Lill. ’

The direct im-eol on non-oll-oxporting African developing courtries of the second
increase in oll prices (1%78-1580) is likely to be much more severe than that of the first
increase: their oil irport bill is projected to rise by $US 2.9 billicn compared with »
rise of $US 1.2 billion hotwaon 1973 and 1974, Their efforts to cope with this increase
will be further hinderod by the fact that during 1980 there was alsc a serious deterioration
in food production dog to the drought in the West, Central and East African subregions, as
well as by the advorse impact on African exports of the sluggish growth of output in the
O8CD countries and the lower abscrptive capacity of the OPEC countries., The long-term
external puklic delt of non-oll-exporting developing African countries rose sharply during
the 1970s to scme U8 32 billion in 1979, and is projected to reach $US 36-37 billion in
1980. 5/ In recent years many African countries have been facing seriocus debt servicing
rroblems which will limit their future ability to raise additional resources from world
markets,

While the CHCD couritries wers able to adiust to the hicher deficits fairly rapidly,
the non-oil-exporting deygloping African _cuntries have not been able to do so. The succcss
of the OECD couvntri:s was achicved thirough znergy conservation, increased investment in
energy producticon and consunuol.oi o0 2 oopanded crgoviés akuvoad, particularly to the maior -

2

oil-exporting countrizz, and they will cbviously be in a position to continue to make such
adjustrents in an ordaerly and grzdual fashion, thanks to their enormous technological and
financial rescurces. For ihe nencolai-oxporting developing African countries, on the other
hard, the adjusimenc to the recent price incrpases is likely to be slow and extremely
difficuly, «r LU wao in o peo .. wol only is the increase in the oll bill larger than
that of 1%73-1974; me2t of thase countries are also acvtempting to attain higher growth rates
in real outprt througa erxpanded fized capital formation. This is straining thelr kalancs
of payments positicon, wsoecially as resort is made to deficit financing, The sharp rige

in general prices, in turn, has led to large wage increasss and widening budoetary deficits.
With accelerzliasd inflatizn and *he fall in export prices, the possibilities of raising
revenusz throurh tazsr {tLil. Lo Lovied mostly on export and import commodities) become
extremely limitod,

5/ IMF, UWorld Decononlc Cutleook, “av 1980, p. 62.




Takle I.2.5, Totnl recorded net flow of resources to non—-cil-exporting devel

1970-1978 (3uS million)

oping African countrics,

1978

1970 1971  187- 1973 . 1974 1975 1976 1977
Bilateral ODA frem DAC countries 1 428 1 708 1874 2 168 2 051 4 717 2 9IS 3 516 4 652
ODA from multilnteral agencies®* 824 i 186 1 411 7 279 Z 580
Others 794 1 169 961 1 112 058 & 870 5 342 6 46L 6 9u6
Trtal recorded net flow 222 2878 2 B3 3 éBO 933 10 873 9 678 12 256 14 168
Of which total official flow of
roscurces from OPEC countries
and Arab/OPEC multilateral
institutions: 730 3 796 2 466 2 707 2 007 i
x | V l H
of which: N
Egypt net receipts 859 2 938 1 555 1 235 1 279 !
-  Other African countries 871 858 911 772 728
Source: OECD, Dovelopment Assistance Committee, Development Co-cperation, 1974 Review, Paris, 1974 » -
Statistical Annex, pp. '62-267; 1978 Review, Paris, 1878, pp, 230-271; and 1979 Reyiew, Paris, 1979, ‘ o7 .

rp. 240-279,

* TFrom 1970 to 1973, 0DA from DAC countries and from multilatera) agencies were combined,
distinction was made between the two items, ‘

No



The strain on the budget and the balance of payments makes investment in the producticn
and use of traditicnal and alternative sources of encrgy referred te in chapter IT - which
are enormous - extremely difficult. Some non-oil-exporting African doveloplng countries nro,
however, doing their utmost to build additional hrdre-eloctric power capacity. Many
countries- are also attempting to raise oil pric.s te the level of world markets, which is
an essential prerequisite for successful conservation. However, they face a number of major
obstacles, among them over-valued currancies which they arc unable to devalue for fear of
ensuing- inflationary tendencies. However, it is essential that continued efforts be made
to conserve the use of oil through price increases. In nen—-cil-oxporting developing African
countries, morsever, industry and transport are the major consumers of energy, and thus it
is impossible to reduce consumption without constraining the lavel of these activities.

Thus these countries are facing serious vroblems in achieving orderly adjustment to the
increased cost of oil imports,

In his address entitled "Energy and the world cconomy: o medium-term perspoctive™, &
Mr. I. de Larosiére, Managing Director of IMF, rightly stztod that "The magnitude of the
financing requirements and the complexity of the adjustment problem faced by many sountries
has presented us with a number of challenges: (1) to help provide the amounts and type of
resources that may be needed over the coming years, {iil) to help members carry nut neccssary
adjustment programmes, and (iii) to aid surplus countries with their problems of manacing
international reserves in a world of floating exchaonge rates.

- The Fund stands ready to assume an incrcasing role in each of these areas. The tvpe
of financing needed, and the adjustment process that financing supports, are closely linked.
The nature of the interwined role in adjustment and financing that the Fund will play in
the pericd ahead is still under discussion, and has not yet been fully elaborated. But
certain crucial elements arc already clear. 7o begin with, in view of the size of the
current deficits and of the difficulties that may arise in private intcrmediation, the Fund
must be prepared, when necessary, to lend in larger amounts than in the past. BAlso, the
structural problems faced by many countries may recuire thot adjustment take place over a
longer period than has been typical in the fremework of T'und prograrmés in the past,
Furthar, lending by the Fund must reflect in practice the sort of flexibility with an
awareness of the circumstances cof membhers, tha* 1s called for in the Fond's current guide-
lines on conditionality,”

Resources are indeed urgeontlv noecded to help the non-oll-cxporting Afriean developing
countries caryy out the necgssary structural adjustments - including investment in encowgy ~
in an orderly manner. Obviously much moroe is reguired, {or much longor seriods and with
greater flexibility than in the past, %o solve the structural preblems they face. Although
the basic components of the adjustment process arc widely vecognized, the seirit of
accommodation that could lead to the implementation of cffective policiss to remedy the
sitvation of the non-oil-exporting developing countries apponrs to boe lacking in the deonor
countries and institutions. International financing institutions could make an important
contribution by allowing developing countries much easier terms for borr-ving and by
making available to them a larger share of the surplus funds flowing bnck from the OPRC
countries,

8/ IMF Survéy, 3 Junc 1980,
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B. Energy resources, uses and prospects in develcping African countries

1. HNatural eneXxgy resourcas

BAfrica’s share of known rescrves of natural energy resources, defined as commercial
energy entering into international trode. ie estimated at about 8.€ por cent of world proven
oil reserves, 8.5 per cent of world proven gas reserves, a 0.03 per cent of world heavy oil
reserves, 3.1 per cent of world oil shale reservas, 1.1 rer cart of world coal geoclogical
resaurces, and 1 per cent of world techrically and economically roecoverable coal reserves.
In world hydroelectricity potential the share of Africa is substantial, being about 19,. par
cent, 7/ only a small fraction of which is presently tapped. Jfricen developing countries
also possess nearly 25 per cent of world uvraniunm resources. '

These resources, medest as they are for a contipnent having 9.5 per cent of world
population, are not evenly distributed betwesn subreaions and countries., Potroleum depsits
are mainly concentrated in Horth Africa, water resources in Central Africz, geothermal
potential ¢long the whole length of tha Rift Valley in East aAfrica, and coal deposgits in thc
Southern and South-£astern regions. ©On the other hand, West Africa seems to be the least
well-endowed region in terms of commercial energy rescurces. Only radicactive ores scem to
be better distributed, with the greatest pntcntlaz lying in Scuthern Afrlca.

Africa possesses an approcieble potential in alternative and renewnble energy resources:
as the only continent straddling the egquator, it has sunshine all the year round, generally
very intense, and above latitude 8°W and below latitude 895 the insclamtionperiods are long.
Wind pewer, although not capable of cxploitatinn in everv rogion of the continent, cculd bo
very useful at least as o standby if not o standing energy source. Resources in the form of
lingneous fuels are concentrated in the eguatorial and tropical zones. Economically
exploitable geothermal rosources are Jound along the whole longth of the Great Rift in East
Africa and in other regilons of recent volcanis activity. For ceastal nAfrican countries tho
energy of the thermal gradient of tropical seas might provide a useful standby scurce of
energy. The energy available from sandbars siong the whole of the West African coast from
sea swall, sea currents and tides, conld also mect some needs, and in addition Africa could
if necessary work up nen-traditlonl scurces of nyceocarscas. gf

The classification of -6 developing Africar countries included in o recent World Ba
Study 9,° according to the share ol aet oil imports in commercinl eneray demand reveals th%t
only seven countries, namcly, Algeria, pagole, Cengr, Caborn, Libyan Arab Jamahiriya,Nigeria &
Zaire are net cil exportors. The remaining 39 African develeping countries are net oil
importers. For one country, Zimbabwe, ret oil imporiks represent .5 per cent or less of it
total energy demand; Botswana, Mogprmmbicue and Zambia import botweon D6 and 50 per cont o7 .
their total demand; Burundi, Ghana, Malowl and Rwanda import bofween 51 and 75 per cont of
their commercial energy recuirewents, while the romaining thirtv-one countries, or 85 per
cent of the total number of Africen doveloping countrics irctuded in the World Bank Study,

1/ World Bank, Ener in the Dewveleping Countries, Report Neo, 3076, July 1880,
/4 ay ping = ¥
annex 1, pp. 83-91.

8/ OMU/ECH "Pospibility of Co-oreration in the Fiold of Energy in Africa" document
preparﬁd for the Joint CAU/ECA Heeting of African Exports on Encrgy, addis dbaba, 7428
March, 1980, pp. 4~5

9/ World Bank, Energy in the Develcping Countries, Report No. 3076, July 1980, nace
table 2.
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imgart more than 76 and up to 100 per cent «<I their commercial eneroy requirements. What
is more disturbing is that of these thirty-one African developing countries heavily or
completely reliant on imports of commercial energy demand, 29 countries face acﬁu§§ or
potential fuelwood problems, These are Benin, Cape Verde, Central African Republic, Chad,
Comoros, Touatorial Guinea, Ethiopia, the Gambia, Guinea-Bissau, Kenya, iesotho, Liberia,
tizdagascar, Mall, Mauritania, Morocco, the Niger, Sac Tome and Principe, Sensgal, Sierra
Leone, Somalla, Sudan, Swaziland, Togo, Uganda, United Eepublic of Cameroon, United Republic
of Tanzania and Upper Volta. Of these 1% countries; 15 are least developed countries with
relatively limited financial resources to cover the hHeavy or comnlete reliance on net
imports of commercial energy tc meet their domestic demand. These are Benin, Cape Verde,
Central African Republic, Chad, Comoros. Ethiopia, the Garbia, Guinesn, Lesotho, Mali, the
Niger, Sao Tome and Frincipe, Somalia, Sufan, Uganda: United Republic of Tanzania and

Uppcr Volta. Four other developing African countries members of ECA which were not covered
in the World Bank classification - Djibouti, Egypt, Seychellcs and Tunisia ~ vary in
situation with regard to the share of nel imports of oil in satisfying domestic demand for

commezrcial eneray.

e ﬁvallabllltlLS and useg of yrlha?y energy

2& shown in table I.2.6, production of primarv energy, defined as including coal and
lignite, crude petroleum, natural gas and natural gas liquids, hydro and nuclear electricity,
in African developing countries rose from & mere 0.4€ million barrels per day of oil
equivalent in 1950 (8% por cent of which was coal and lignite and only 11 per cent crude
petroleum and natural gas liguids) to 0.88 million barrels in 1960 (67.8 per cent of which
was coal and lionite and 31 per cent crude petroleum and natural gas liquids). The
remaining 1.2 per cent of production of primary energy in 1960 was composed of hydro
electricity,

. Duxlnq the 1960s production of primary energy rose subgtantially, amounting by 1970 to
6.80 million barrels per day of oil eguivalent of which 5,99 million (86.7 per cent) was
crude petrolesum and natural gas liguids, while the vroduction of coal and lignite rose
marginally to 0.80 million barrels per day and its share in total production fell substan-
‘tialky to 11.8 per cent. 1In 1978, production rose to 7.48 million barrels a day, crude
petroletn declined marginally to 5.74 nillion barrels per dav (76.9 per cent of the total),
while production of coal and lignite rose te 1.28 million barrels per day or 17.2 per cent
of the total. Production of natural oas, hydro and nuclear slectricity rose and their
conbined share recorded 5.9 per cent of the total.

It is thus apparent that the structure of output changed drastically during the 1960s,
with crude petroleum dominating production. This trend was reversad during the 1970s, with
a gradudl shift towards coal and lignite and hydroelectricity, probably as a result of oil
price movements and the restrictive poliey of petroleum producers.

Aﬂothax imrortant development was the acceleration of the average annual growth rate of
tetal” greductlon from €.7 por cent during the 19508 to 22.7 per cent during the 1960s,
followed in the 15705 by a substantial deceleration to a rere 1.2 per cent vearly. This
decrease is entirely attributable to the fall in production of crude petroleum and natural
gas liquids. The growth rates of the other sources of energy, including coal and lignites,
natural gas and hydro-nuclear clectricity, accelerated substantially., The vide discrepancy
between the medium~term (since 197C) and long~toerm (since 1960) development in production
makes the extrapolation of past trends (or forecasts) to be attempted in the next section
extremely hazardous.

-



Table T.2.6, * Availabilitics ond Uses

of Commerciel Eneragy in Developing African Countries 1950-16978 (Quantities in million barrels per

day of oil eguivalent)

1950 1860 1670 1918
Average Average Average  Average
annuel annual anrunl anntal
growth growth growth growth
% of % of rate % of rate % oof rate rate
MBD total MEBD total 1950=60 MED total 196070 MBD total 1970=-78 196076
Total oroduction 0,46 100.0 (.88 100.0 5.7 6.8C 100,0 2247 T.48 100.0 1.2 14.1
Coal & lignite Oedi 1 89,1  C.59 67,8 3.8 0,80 11.8 3.2 1.28 17,2 6.0 4.2
Crude petroleum &
Natural gos liguids G 5 10.9 .27 310 16.7 5.89 86,7 35.6 514 76.9 ~0a 3 20.8
Natural gas - - - 0, 06 0. G 15.8 04 36 4a8 2541 17.6
Hydro muclser alectri- »
ity - 0,01 1e2 0. 04 0.6 T2 0.08 1.1 5.1 9.0 %
Imports 0.23 Cuitl Bed Cu 16 11.4 6.6 1.0C 365 Bed 1
Total avellabillitics 0,59 1.29 bod 7«56 19.4 8,48 1.5 11.3
Tot.l conswnption U856 . 100.0 Cegd 1000 Bl 1448 100.0 deT 2ed}d) 100,.0 o 545
Sclid fuels 0. 38 6749 C.59 6248 43 0.80 54.8 3.3 1,16 475 4.8 3.9
Liquid fuel 0, 18 iz, C.32 3642 6.5 0. 60 41e1 5.9 1.08 L5463 Teb 6.9
Natural ges - - - 0,02 1.4 - Ga 12 49 251 -
Hydro-nuclear ¢lectiri-
city - .01 1,0 - 0. 04 2a Tel 0. 08 3.3 F.0 9.0
Bxports includine -
bunkers 0,12 0.34 11.0 5498 33.0 5486 0,2 13,5
Total conswnpticn &
expopt IS Q. 65 Le 28 7'33«6 80 30
Apparent incr, +0, 01 +0,01 +0410 +(al8
Totel uscs 0. 69 129 Bud 7456 1944 8.48 1.5 11.3

. e B

Source: UN publication World Encrgy Supplics 1950-74; 1973~78.
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The average annual growth rates of imports followed a similar pattern over the same
period, accelerating from 5.2 per cent in the 1950s to 6.6 per cent in 1960s, and then
falling again to 3.5 per cent in the 1370z,

Important structural changes also took place in nrimary en&;qy.consump§ion in African
developing countries. The share of solid fuels (i.e. coal and llqnltg), which supplied two
thirds of consumption in the 1950s and early 1960s, fell by 1878 to little less than half
‘of total consumption. On the other hand, the share of 1ligquid fuels (crude petroleum and
natural gas liguids), which accounted for about onz third in the 19505, rose to”over 44
per cent, and the share of natural gas and hydroelectricity together to some 2.7 per cent,
by 1978.

The average ammual growth rate of total consurmption of primary en?zgy in African
developing countries, which was around 5.3 per cent in the 19%0s, declined to %;? per cent
yearly in the 1960s and accelerated to 6.4 per cent yvearly during the 1970s, w;t@ an average
annual growth rate of 5.5 per cent for the years 1360 to 1876. Thus the eléstlcmty of
growth of consumption with regard to GDP growth in real terme, which was 1 in the 1960s,
rose to 1.33 in the 1970s, with an average of 1.2 for the period 1960 to 1976,

This high elasticity of primary energy consumptien with regnact to GDN)F growt§ in
African develeping countries, compared with 0.8 in industrialized countries ?“& 1.1 in the
developing countries as a whole, is due to the fact that on a per capita ?asla energy
consumption in African developing countries amounts Lo 280 kg, compared with a world‘averace
of 1,411, and averages of 4,326 for industrialized countries and 305 for the developing
countries as a whole. This pattern is likely to continue.

The volume of exports of primary energy of African developing countries, which
increased at an average annual rate of 11 wer cent during the 1550s and acceierated to
33 per cent in the 1960s, declined to a negative value of ~0.M por cent yvearly in the 1870s.
Of the total availabilities or uses of primarvy energy in 1878, imports accounted for about
11.8 per cent and exports accounted for 69.1 per cent. Thus domestic consumption acc?unts
for some 30.9 per cent of total output of primary cnersgy in African develoning countries,

3. Energy prospectsid/and preliminary investment reculrements

The data for the developing African countries given in table I.2.2 reveal that during
the years 1960-1%976 production of primary energy in these countries as a group rose at an
average annual rate of 14.1 per cent while consumption rose at 5.5 per cent. The provisional
extrapolation of these growth rates by the ECA secretarizt to the pericd 1976-1990 would
suggest, as a first scenaric {i.e. historical}, that production would reach in 1990, 45.6
million barrels z day of oil equivalent or some 21.3 per cent of projected world production.
This of gourse presumes madior oil strikes during this porieod, otherwise, it is infeasible
given the present volume of proven resources. At the same time the projected consumpticn
of African developing countries would reach 4.7 million barrels a day {compared with 2.2
million barrels a day in 1976} or 2.1 per cent of projected vworld consurption. Under this
scenario the increase in consumption will therefors be 2.3 millicon barrels a day.

%g/ A recent ECA study entitled "Perspectives of the African kegion in the 198Gs and
Policy Implicationg” (document No. E/CN.14/DPED.1/7, 27 Januvarv 198G, Addis Ababa) attempted
some projections of energy requirements of developing Africa for the 1280s under different
assumptions., A historical trend projects growth rates for the energy sector of 5.9 per cent
and €.l per cent for the periods 1980-1985 and 19851590, with faster growth in the oil
eyporters. Overall African region was recuired to aim at 8 per cent growth in energy for

198Ds, A -plaaned gcenario targeting 7 per cent growth in GDP forecasts growth rates of 7.8
and 8 per cent in energy sector for the respective periods.
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The above scenario suffers from seriocus reservations. While it is true that the
average annual growth rate of preduction of primary eneray was - 14.1 per cent during the
years 1960-1976, yet as stated in table ¥.2.1 the rate of growth of energy production in
African developing countries fell to a mere 1.2 per cent vearly during the 1970s. More-
over, the growth rates of consumption, which amounted during the pericd 1560-1976 to
5.5 as compared with 6.4 per cent vearly during the yvears 1970-19786, give an clasticity
of consumption with regpect to GDP growth of 1.17 for 1260~ 1976 compared with an clasticity
of 1.33 for the 1970s,

A second scenario based on the extrapolation of the short-term trend since 1970 was
theraefore attempted. This predicts that production in developing African countries will
reach 8.6 million barrels a dav of oll equivalent by 1990 1f production expands at an
average annual rate of 1.2 per cent, while ¢onsumption will reach 5.3 million bharrels
{an increase of 3.1 million barrels a day). #t this modest rate of expansion in cutput,
and with a higher annual growth rate of consumption {6.4 per cent), African developing
countries as a group would have a surplus of output over consumption of 3.3 million barrels
a2 day, against a surplus of 5 million barrels in 1976. This would imply a decline in
export growth rates of primary energy by 3 per cent yearly up to 158C,

Obvicusly, an average annual growth rate of consumption of 6.4 per cent with an
elasticity of consumption with respect to GDP of 1.33 implies an average annual growth
rate of GDP of 4.8 per cent, which is the growth rate obtained in African developing
countries during the period 1270-1978, "If & per cent growth rate of GDP is assumed the
demand for primary energy with the assumed elasticity of 1.32 would grow annually by 7.98
per cent yearly to record 6.4 million barrels a day of oil eguivalent in 19390 or an increase
of 4.2 million barrels over 1976; assuming an ela§ticity of 1.1 the growth rate of demand
would decline to 6.6 per cent. Under this assumptien consumption in 1990 will reach 5.4
million barrels a day or an increase of 3.2 million barrels a day over the level of 19276.
Thus the increase in consumpticon of African developing countries between 1976 and 1990 will
range between 2.2 millicon barrels a dav under the first scenario te 3.1 million barrels a
day under the second scenario to 3.2 milliepn barrels a day undcr the third scenario.

Investment reguirements per barrel of oil equivalent a day of installed capacity very
from region to region and from country te country and even from ficld to field. According
to the World Bank 11/ estimates capital costs range frowm §& 7,000 to £ 8,000 per barrel a
day of installed capacity at 1377 constant prices. If wo assume that average development
cost per barrel a day of installed capacity to be § 7,500 then total investment reguire~
ments by 1990 will range from § 18.75 billion under the first scenaric to $ 23.25 billion
under the second scenario and to § “4.00 billion under the third scenario. The correspondine
yearly investment reguircments over the fourteen vears period will thus amount te $ 1.34
billion, $ 1.66 billicn and $ 1.71 billion. All these preliminary cstimates are at 1977
constant prices.

11/ 1IBRD, Petroleum and Gas in Hop-OPEC Developing Countries: 1976-1985, World Bank
Staff Werking Paper Mo. 289, April 19782, o, &,
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The tentative energy investment requirements of non~oll-exporting developing African
countries according to the histerical trend scenario will range between § 10 billion and
$ 12 billion, with vearly investment needs ranging between $ 700 million and $1 billion at

el
constant 1980 prices, If estimates are made on the basis of the short-term trend scenario

{1970~-1978} the total required investment will be between $14 - 16 billion or between 3$1-7.
piliion yearly - at constant 1980 prices. These €igures are telling of the enormity of.

investment requirement just to achleve gelf-sufficieney in energy,



IV. . SOLUTIONS AND PROPOSALS UNDER CONSIDERATION

A, Introduction

It is guite clear from the above analysis that the increase in oil prices resulted from
the substantial and continuocus rise in consumption, particularly in the industrial countries.
Although production has kept pace with consumption in the past, the futurc encray market is
projected to ba tight, with inevitable rise in pzic&s: Undoubtedly the cheap oil béfore
1973, although it contributed to growth in the world as = whole, &t the same time encouraged
wagte and capital-intensiveness .and, discouraged conservation and the development of
alternative sources of energy. Logleally, higher oll oriess are morc compatible with the
necessary transformation. It is unfalr thorcefore to blame the oll-exporting countries for
the rise in oil prices in response to world supply and demend, both present and potantial.

However, during the period of adjustment the substantial rise in il prices has had a
scrious impact on the economies of the non~oll-exporting developing countries. Thelr balangc
of pavments deterlorated seriocusly, and with continuously growing food shortage they are
faving dim prospects resulting from the severe restrictions imposed on resources needed for
fixed capital formation. Thelr already deteriorating agricultural vroduction is also
expected to suffer further from the restrictions on fuel and power now widely applied in
these countries, The fact that the developed countries have adjusted fairly guickly -
through expanded exports, restricted imports and conservation - follows from the flexibili-
tigs and substantial resources availzble in their econowdces, their success in mobkilizing
the surplus rescurces of OPEC countries and the possibilitics created by the development
needs of OPEC group. For the non-oil-ewporting developing countries to adjust will bhe a
much longer, more complex and more arducus process as it will require import substitution,
expansion of exports in a world of incrcased trade restrictions and development of alternatiw
sources of energy, all of which are extremely costly to undertake. Self-sufficicney in
gnergy alone, as the proliminary estimates indicate, is already a prohibitive entornrise
without substantial external assistance.

The amount of fimancing reeulred v the non-cil-exporting African countries ls encrmous.
Vast quantities of furds are needed not only to finance the capital formation required for
import substitution, including oil and other gources of encrqgy, but also to promote exports
of goods and services to acguire the forcign exchanges required to import capital and basic
consumers goods. During the period of adiustment substantial balance of payment§ supports
will be reguired on 2 regular basie if the process is to proceed smoothly without unduc
disruption of growth,

although the basic components of the adjustment nroecess have been identified the
complexity of the problem roguires further rescarch and zction, sooner rather than later,
for further delay could be oatastrovhic. It is extremely difficult, if not impossible, to
outline in one stroke an secepiable and lasting universal "sclution” to the gneray problen
without inviting additional conflicts. Apszrt from the intractable technical and economic
aspects of such an exercise, there are the genuine, and sometimes conflicting, interests
of the energy exporters and importers, Although manv of the related issues (such as onerqgy
conservation, development of new sources of energy, technology, research and develobment,
finance, etc.) have been widelv researched, no consensus has as yet emerged as to how to
tackle the whole problem. Attention has for the time being focussed primarily on the ways
and means of containing the immediate negative impact of the increases in oll prices on
the world economy and, in particular, on the developing and least developed countries.
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However, it is believed that a lasting solution is possible only in the long run and

will require, inter alia, qualitative and guantitative adjustments in the future size

and structure of energy supply and demand the world over, as well as adaptation of the
working of the international economic systom to the post-1973 situation of high and rising
commodity, lncluding energy, costs and orices. Only then would the international system
be less vulnerable to futurc price rises.

As was mentioned above, the increases in oil prices have resulted in massive balance
of paymonts surpluses for the CPEC group, on the one hand, and in huge deficits by oil
importers, both developed and developing, on the other., Rapid adjustment of the balance
of payments of the latier requires recycling to them of the surpluses accumulated by the
former. This task has been undertakon partly through the private capital market. The
capital market institutions perform three critical functions in the recycling process:
{2) to provide supplementary credit; (b) to use the leverage provided by this credit to
encourage the oil deficit countries to adopt adeguate internal adjustment measures; and
{c) to improve the credit status of these countries to afford them continuing access to
international private capital markets., The financial capabilities of these institutions
have substantially increased since 1973, and thev are under great pressure from the world
community to cope with the balance of payments problems and other more fundamental
structural problems related to the energy situation.

The world community -~ including the World Bank, IMF and OPEC — is now conscious of
the short- and long-term adjustment requirements of these countries: to support a .
continucusly weakening balance of payments, sustain growth and make possible the gelwelon
of their structural problems. To that end,.those bodies have of late started seriously
regonsidering thelr traditional lending practices and conditions. with a view to making
them more conducive to orderly adjustment and growth. wheir offorts and proposals to
deal with the problems caused by rising cnergy prices are described below.

B. The IMF approach

The main thrust of the Fund's activities is traditionally geared towards providing
asgsistance, on request, in the correction of internal and external monetary and fiscal
imbalances of its member countries, The Fund's approach to the cnergy problem seeks to
alleviate the ensuing balance of payments implications of the increase in oil prices,
especially fag the developing and less privileged non-oil-exporting countries. IMF has
introduced three financing facilities, namely, the oil facility, the. subsidy account and
the tpust fund, the first twe of which were specially dovised te assist with the oil—
associated balance of payments problems suffered by these groups of countries.  However,
the size of the resources made available and the nctunl assistance extended under these

fagilities, although provided under highly concessional terms, has fallen far short of the
reguired amounts.

1. The oil facility

This facility was established by IMF in June 1974 and was later expanded and cxtended
in 1975 to assist members in mecting the initial impact of the increase in the costs of
petroleum and petroleum products. The resources made available under it are supplementary
to the assistance member countries can obtain from the other Fund facilities, and are A
borrowed for the purpose from oll-exporting countrics and industrinl countrios with
sufféciently strong balance of payments. Zach application was asscssed individually, and
applicants were expected to follow pelicies in line with the Fund's approach +c balance
of payments adjustment, which is essentially of a short- or medium=term nature,
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Under the 1974 facility, the support provided was limited to the increase in the member's
1972 oil bill, minus 10 per cent of the member's régources at the end of 1973, adjusted

for variability of exports and subject to the restriction that the amount outstanding under
the facility should not exceed 75 per cent of the member's gquota. In 1975 certain
modifications were introduced whereby the projected price of cil was increased and the

bhase period adjusted.

‘Charges per annum on transactions affected under the 1974 facility were progressive:
& 7/8 per cent for the first threc ycars, 7 per cent for the fourth year and 7 1/8 per cent
from the beginning of the £ifth year through the seventh vear, with 1/2 of 1 per cent to -
be paid as 2 service charge at the time of drawing.

The 1975 oil facility differed in a number of ways from that of 1974, particularly in
the greater welght given to a member‘s cuota in determining its share of the support, which
should not in any case exceed 125 per cent of the quota or 85 per cent of the calesulated
indrease in the member's oil import cost, whichever was lower. Thus further restrlct;ons,
limitations and conditions were imposed on the facilltlﬁs avallable.

Under the new arrangement the member was required to describe its policiles for
achieving medium-term solutions: to its balanes of pavments problems, and IMF was to agsess
the adequacy of these policies. additicn, the member must descrlbc measures taken of
propoged to conserve cil or to ﬁeve;mp altermative sources of energy in the llght of’ xts
eaonamic condz*lons. }These neASUres were, however, not subjoct tc the ?und 8 5crut1ny.,

The condition that 4 membér country should avoid the introduction or intensification of
trade restrictions was alsc waived. Charges on a member's outstanding drawings under the
1875 cil facility were also revised upwards, to 7 5/8 per annum for the first three years,

7 3/4 per cent for the fourth vear and 7 7/8 per cent for five to scven vears,

Total borrowings made undor theo 1974-1575 oii fab*lltles anounteé ta SDR 6 G02.4 million,
37 per cent of which was utilized by 45 develop;ng countries, while 1 of thess were o
African ¢ountrics, their share amounted’ to a modest SDR 496.2 million, or a mere 7.2 per
cent of the total. OFf the 17 lenders, 7 vere OPEC members: these coontributed SDR 4,985.5
million,“or 72.4 per cent of the total resources, a little less than half of which was
Csntributad by Saudi Azabla aione, _ N

The oil fac1k1t&es, ﬁoﬁest as thgy were, were however, prematurely termlnated in
March 1976.

2. The subsidy sccount

On 1 August 1975, IMF established this acccunt, financed by borrowing from members,
toc help its most seriously affected members meet the cost of using the 1975 oil facility.
Thirty-nine Fund members, drawn from the United Mations 1list of the most 3er§ously affected
countries ~ many of whom African countries -~ were considered cligible to benefit from this
facility. The objective of the scheme is te reduce the effective rate of annual charge-
payable under the 1975 oil facility by about 5 per cent per annum. Since the average cost
of using the facility is 7.7 per cent annually, this reduces the effective cost of using
the facility te 2.7 per cent a veaxr. By the end of npril 1980, 24 countries, 14 of them
african, had benefitted from this facility.
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3. The trust fund

This facility was established by IMF in May 1976, sonn after the termination of the
0il facility programme in March of that year, to provide additional balance «f pavments
assistance on concessionary terms to eligible developing member countrics that qualify
for assistancc by carrying out pregrammes of balance of payments adjustment. The resources
of the trust fund consisted of profits realized from the sale of 25 million oupces of the
Fund's gold for the benefit of the developing countries, A portion of thase profits was
distributed directly to the 104 eligible developing countries, and the rest together with
other Fund incomes, was made: available for concessionary lending. The operatiocn of the
scheme was divided into two two-year pericods, July 1976 - June 1878 and July 1978 = June
1980. Total profits under this programme amounted to a merc $U8 4.6 billicn, of which
308 1.3 billion were directly distributed to the 104 developing members, with tho shares
based on members' quotas at 31 August 1975, By 31 July 1980, 49 of the E% cligiblc
members had gualified for concessionary loans,which bear interest at a rate of half of
1 per cent per annum, payable half-yearlv in pepn semi-annual instalments between six and
ten years from the dates of the loan disbursements. It is to be noted that the current
terms of loans from the Trust Fund result in o grant element of about 50 per cont.

C. The World Bank solution

The World Bank has lat¢ly became more responsive to the structural zdijustment yogquire-
ments of the developing countrics, especially the poorer nations smong them. To meet these
requirements, the Bank introduced structural adjustment lending a few months ago, and is
tentatively committing § 600~800 million for financial vear 198l1. This =mesunt iz expected to
double by 1982 or 1983, and possibly to increase further thereafter.

According to the Bank,lﬁf one of the cornerstones of the adjustment process of the
non=oil=exporting developing countries is doubling of thelir domestic encrgy production
between 1980 and 1990, which is expected to reduce by § 50 billion, the $ 280 billion
energy deficit projected for 1990. To achieve this target, the Bank has urged Governments
to adopt a mix of sconomic and development policies involving pricing, incentive and
investment measures designed to givo greator emphasis than at present to domestic energy
production.

The Bank estimates the total investment nceds For encrgy develeopment in the oil-
importing developing countrics for the pericd 1981-1985 at about $ 185 billion in constant
1980 prices, as against $ 80 billion devoted to investment in encrgy in these countrics
over the past five years. Out of this, the Bank is expocted to mrovide some $ 25 billion,
mostly to finance relatively high—risk needs for which funds are not likely to be available,

The Bank is currently considering the creation of 2 separate energy affiliate, in
response to the reguest made of it at the recent Venico Economic Surmit and the meetings
of the OPEC minleters which ecalled for measurses to help the developing countries develop
their energy resources, to assist in this effort by serving as a direct source of finance
and as a catalyst for other official and private funds,

12/ McNamara, R. Address teo the Board of Governors, September 30, 1980, Washingteon

D.C.
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B. Some solutions proposed by Mr. Moharmed Yeganehw—x

As rightly stated by Mr. Yeganeh. formerly chalrwman of the OPEC 8Special Fund,
co-operation between various grouns of countries and in various fields is both a necessary
condition for the adjustment process in the noh-oil-oxporting developing countries, and an
instrument for the realization of their potentials., To be fully effective, it will require
new policy orientations, identification of the areas for intensified co-operation,
conclusion of practical arrangements, creation of the required infrastructure, provision
of Incentives, ctc. He proposes four types of co-oparation: (a) expanded co-operation
between OPEC nembers, internaticnal financial institutions and other developing countries:
{b} increased co-operation for trade expansion between mator cil-producing and non~oil-
produelng countries and among the latter; (¢) co-ocperation in the ¢ncrgy field; and {d) co-
operation in economic development and investpent.

1. Expanded financial co-operation

Hr. Yeganeh suggests the following arrangements:

- An emergency rescue operation for balance of payments support for the next two to
three years through grants and hlghly concessionary loans from, say. an expanded
OPEC Fund, provided that such rescurces are made readily available and disbursed
spoedily; ‘

= Expansion of lending by OPEC members to non-oil-exporting developing countries, in
the form of balance of payments support, programme lending, and project financing
especially in the snergy scotor, perhaps via a possibla OPEC-established bank;

- Expansioh of the capital base and leanable funds of coxisting and proposed inter-
national and regional financial institutions:

- Support by OPEC countries, with loans, of the Common Fund for Commodities proposed
by UNCTAD;

2. Trade co-operation

Increased co-operation is called for to expand trade between OPEC member countrics and
non-oil-exporting developing countries through eliminatisn of trade barriers, the establish-
ment of a system of aglcobal trade prefersnces and the provision of trading services;

13/ wohammed Yeganch Balancc of 9_yments Qutleak of @hg Developing C&untrieb

with & View fo Improving £he Adjustment Proccss, {documeﬁt TNCTAD/FIN/18, 10 Jonc 1580.)
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1. Co=gperation in the energy fileld

Poth short- and long—-term cawéperation arrangements in this fleld are nhecessary:

= short~texrm: OPEC countries to continue to pursue measures that would enable non-
oil-exporting developing countries to obtain an adeguate and assured
supply of oil at official OPEC prices aven in periods of scarcity;

- Long-texm: In addition te the conscrvation messures which non-oil~exporting
. developing countrics would have to take, to enable them to develop
and utilize the different types of indigenous energy sources open to
them, assistance is needed from the OPEC countries in the form of
risk capital for exploration works, investment in joint ventures,
the provision of technical assistance, eto.;

4, Co-~operation in sconomic development and investment

Ways in which non-oil-gxporting developing countries and OPEC can supplement each
other's afforts to achieve economic independence and reduce unhealthy reliance on developed
nations necd to be explored and eoxploited. This means that advantage must be taken of the
economic diversities, resource endowments and foreign trade size and pattern in these
countries, so as to enable oil-gxporting countries to supnlement the development efforts of
the non-oil-exporting developing countries and also diversify thelr investment portfolios,
while helping the latter group expand thelr production capacitiss in various sectors and
meet, in addition to thelr own needs, an increasing part of the food and other intermedizte
or industrial goods rogquirements of the former group and at the same time reduce thelr trade
gap.with them.

It ¢an thus be concluded that while the solutions followed or suggested to rectify
the situation are positive and welcome, an enormous amcunt of assistance from the inter-
national community is still reguired if the non-oil-exporting developing African countries,
and especially the least developed among them, are to have any hope of achieving fast
adjustment and maintaining thelr growth momentum. Of course, thelr national Governments
have a special role to play in this context, first in closing the food gap - now not less
important than the oil Lill deficit - and second in improving resource mobilization and
utilization and economic management without delay. In this connexion, attention is drawn
to the importance of the full implementation of the Lagos Plan of Action, especially with
regard o food and encrgy, to aveid the collapse of many African economies in the next
few yemrs, Africa is well condowed with resources and has limitless loeng-term development
prospects: what is most urgently neceded is emergency plans for the coming yvear or two and
the will to implement them vigorougly.
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The adverse economic climate could not have come at worse time for the world,
and for Africa. No sooner had the African countries staried restructuring their
aconomies and societles in pursuif of their post—independence aspiraticns than
they were faced with the added problem of having to operate in a more adverse and
rapidly changing international economic climate., The 127Cs opened with more trade
resirictions and harder assistance tsrms, and by 1373 the already weak Bretion
Wowds System was in almost complete disarray. The quadrupling of oil pricez in
1973~1974 {and subsequent price increases in 1978-1980} ended the period of cheap
0il enjoyed over the previous two decades or so. In terms of energy nneds, this
coincided with a period in which the energy requirements of the African couniries
Were growing faster to develop transport facilities, industries, modernize agriculturs,
and meet other weifare needs of their fast groving populations.

The incresase in oll prices has had a serious impact on the sconomies of th
non-oil~exporting developing African countries largely because of the structure
of internationzl trade and the shif'ting relaticns in international commodity prices.
The developeua couniries import oil from CPEC group and the latter depend mainly
on the former for both capifal and consumsr goods and investment cpportunities.
The non-oll--exporiting countriss, on the other hand, ssll mosl of their exports in
the developed countries and import marnufactures from them, ﬁhile thev export very
1ittle to tThe CFEC sroup but increasin ly depend on thelr oil, The shift ia the
relations between prices of ¢il; manufastures and non-oll primary commodities
has further disturbed an alreadv unbelanced trade situation, 7The developed
counitriss face = shori~term bval.unce of pavmenis vroblem, but in non-oil-exporting
developing Africa the ilssue is predominanily one of structural adjustment in an
extremely adverse eccnomic climate.

The sharp rise in the prices of oil during the 1970s represents a subssantial
terms of irade gain to the 01l siporters and, conversely, a substantiazl loss to
the ellw-importing countries. For the CLUD group, the loss is estimated at 4 per
cent ol GIP, made up of an estimated loss of real income equal to the increased
cost of oll and a deflzsfionary impact resultin, from the increased transfers to
the OPEC group following oil price rises. As these funds are not immediately fully

ent by UPEC, there has been an ousput loss. Faced with huge halance of pavmentis
deflclts, many countries resoried to deflaiiona.v measures.

The 19731974 quadrupling of oil prices increased the OnCIl countries! import
Bill from LUS 3% billion in 1373 to over U8 100 billien in 1974. Before that
time their GIT zrowith started to taper off and inflation picked up considerably.
The contractionary and resitrictive measures consequently imposed, coupled with
reduced investment and stocking, saving and consumption, resulted in the sharpest
recession of the post-war period, The lzter price rises in 1978-1980 increased
the oil import bill for the O0ECD group furtker to »U8 140 billion in 1278 znd to
U8 290 billiom b+ the sprins of 19U0. Iike the oil price rise ir 1973, thnese
rises cccurred at a time when growtb in these sountries was siowing down alter
a pericd of mcderate zrowth in 1376 and 1278,

E 4 - -
In the course of the 1970z the OPIC grour amassed huze surpluses,

cumulatively sitanding at U2 237 billion in 1979 and forecast 4o rise to o 345
billion by the end of 1280, Cut of the 1979 total, some 3 230.1 billion was
invested in onlv a few western countries, almost half cf which in the United ¥ingdonm
of Great Britain and Horthern Teland nnd the Inited 3States of America. Although

no data are available, it is clear that onlv a small fraction of these funds was
recveled $o the developing countries, and in particular to the non-oil-erporting
developing African countries.
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According to World Bank projections, total world energy production will expand at an
average annual rate of 3.8 por cont to 214.2 million barrels of oil cauivalent by 1980,
with consumption increasing at 4.1 per cent yearly to 221.7 million barrels of oil equivalent
over the same period, Thus the intornational primary cnergy balance is rrojected to ho
tight.

The production and consumption of commorcial primary encrgy are unevenly distributed
between the developed and doveloping countries. In 1976 the industrialized countries
aceounted for 36.6 per cent of world production and 54.9 per cent of consumption, compared
with 29.8 and 27.1 per cent respectively for the centrally-planncd cconormies and 33.6 per
cent of world production and 54.%9 per cent of consumption, 33.6 and 13.8 por cent raspec=
tively for the developing countries, including capital-surplus oil-exporting countries.
Per C&Elta consumption in the industrialized countrics in 1976 was about 13-14 times, and
per caglta production 3.5 times, that in the developing countries, The share of developins
Africa in world production was about 5.7 per cent, and 1.7 per cent of world consumption
in 1976, and its respective per capita shares are far bhelow those for the developing
countries as a group. )

The real income loss to the non-oll-exporting developing African countries resulting
from the rise in oil prices is estimated at around 4 per cent of GDP, but given their low
per capita income this is more serious for them than for tho OBCD countries. The direct
impact of the oll prices rises on these countrics has been substantial. Their total
import bill rose from $US 0.8 billizn in 1973 to abeout 5US 7.0 hillicn in 3980, or as a
proportion of export procoeds from &.2 per cent to 29.2 por cent, with resultant adverse
efferts on their balance of payments. The deficit in the balance on current account,
which amounted in 1973 to $US 1.9 hillion, rose to $US £.5 billion by 1379, and the
projection for 1980 is for a deficit of 3US 10.1 billion. Net official transfers and
capital inflows rose from $US 2.4 billicn to $US 8.7 billion over the same period. The
terms for these inflows were continuously hardening, however, and even with this substantial
increase the non-oil-cxporting develoning African sountrions have bhoon cobliged to draw on
thelr limited exchange reserves o meet their oil isport bills. ’

While thc CECD countrics were able ¢ adjust te the higher deficit fairly rapidly,
the non-oil-exporting developing African ¢ountrics have not been able tc do so. The
former groupts success was mado pusgible through encrgy conservation, increased
investment in encrgy praduction and consumption and expanded cxporis, esperially to the
CPEC group, and they will be able to continue it in future, thanks to their encormous
technological and financial rosources. The adjustuent of the noa-oil-oxporting developing
African countries o the recent price increases is likely to be slow and extremcly difficult,
as it was in the past. Hot only is the increase in the oil bill larger than the first
{projucted at $US 2.9 billicon as compared to 5U5 1.2 billion in 1973 and 1%74) most of the
countries concerned are alsc aiming at highor growth rates through increased capital
formation, a possibility which is becoming increasingly more romote with rampant inflation
and the fall in export prices. The strain on their budgets and balance of paynents makes
the enormous investment they need to make in production and use of traditionzl and
alternative energy sources in order to adjust to the new situstion, extremaly difficult.

The projections cof energy production and consumption by 1990 indicate that for o
historical trend sccnaric (1960-1976) production, given nevw potentials, would amount
to 45,6 million barrels z dav of oil egquivalent and that consumptlion would
reach 4.7 million barrels of oll esudvalent as comparad to 2,2 million barrels.
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in 1960. A sscond scensrio, based on the nxtrapolation of the shori-iterm irend
since 197G, projects consumption at 5,3 millica warrels of oil equivalent in 1950,
hssuming a target growth rate of GDF of € per cent, o0il consumption would rise %o
S.4 million barreis of cil eguivalent during this period.

On the basis of the above scenaries it is preliminarily estimated *that over
the 19805 investment requirements of additiomal capavity Tor all developing Africa
would amount %o U8 18.7% billion, JUS Z3.25 billion 2nd U3 24 billion respectively
at 1977 constant prices. On average the tentative investment reguiremenis of non~
oiléexperting African countriszs ars estimated to range between T2 10 and 16 billions
at constant 1980 prices. This implies that vetween ¢US 700 million and 4US 1.2
billion annually at 1950 constant prices would be needed bwv this group of countries
to meét the cost of additicnal investment required to generate the required irncreases
in energy.

Indesd the amount of financing reguired by the norn-0il exporting dewvslopirng
African countries needed for the adjustment process is enormous. Over and alove
the funds required for investment in energy, vast guanitities of funds are also
neaded not only to finance the capital formation required for import substitution,
but alse to promote exports of gocds and services to acquire the foreigr exchange
needed to import capital goods and basic congumer goods. During the perisd of
adjustment, substantial balance of paymenis support will be required on a regular
bagiz and for lomg term if the proceéss is %0 proceed smoothly without undue disruptior
of grovwih. ‘

The world commundty-including the World Bank, IMF and OPEC -~ is now conscioun
of the short-and long-ters adjusiment requirements of these countries. Policiesn
and lending practices are now being reconsidered to accommodate their inmediate
aid long-term needs and national Governments have bean urged 1o adopt appropriate
policies for the adjustmeni process. However, with the foed and cil import bill
and the services of exiernal debts accouniting for over ©0 per cent of export
proceeds, it is obvious that for ihe Govermments of the non~oil exporting developing
Lfrican counitries are left litile fiexibility and freedem of cholce in making the
necessary adjustment needed to cope with the situation. In fact they are already
caught up in a viclous cirele which is difficult to breszlk out of unless assistance
is forthecoming jummediately and on ar unpregedsnted scale.



