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BENIN

A. ECONOMIC AND SOCIAL DEVELOPMENT, 1978-1979

1. Introduction

Benin experienced better weather conditions in 1978. Although there was a further
decline in cash crop production during the year, food crops, livestock and fishing performed

fairly well and GDP at current prices increased by 11.4 per cent. In real terms the
rate of economic expansion was estimated at 5.5 per cent reflecting a rate of increase

in prices of 5.5 per cent judging by the implicit GDP deflator.

The resource gap increased further in 1978 as gross domestic expenditure continued

to rise faster than gross domestic product and a heavy reliance on external aid and capital

was necessary.

: Expenditure on ongoing development projects was maintained at a high rate in 1979,
A higher production of cash crops and continued increases in manufacturing, commerce,

construction and government services were forecast. The rate of growth in real GDP

attained in 1978 was therefore expected to be maintained in 1979,

2. GDP by industrial origin

Table 1 provides details on GDP by industrial origin. The rise in nominal GDP in

1978 resulted from higher production in all the sectors. Despite a further decline in the
output of cash crops/ output in agriculture and related activities rose by about 6.6 per
cent in 1978. Valua added in the manufacturing sector expanded by 25.5 per cent in current

terms while commerce, transportation and other services, the latter including public

administration, also rose at relatively high rates.

In 1978 agriculture, forestry and fishing was still the dominant economic activity

with its -shaz^ in GDP of 40.7 per cent but commerce in second place had raised its

proportion to 25.3 per cent. The services sector contributed 13.3 per cent of GDP in

tiiat year.

Benin: Table 1. GDP by source, 1975 to 1978 (millions of CFA francs)

At current prices 1975 1976 a/ 1977 a/ 1978 a/

Agriculture, forestry, fishing

Manufacturing and crafts

Electricity and water

Building and construction

Commerce

Transport and communication

Services

Total GDP at factor cost

Indirect taxes less subsidies

Total GDP at market prices

38 983

9 567

50 050

9 880

56 500

10 100

60 228

12 880

4

26

7

15

103

9

112

763

606

081

932

244

176

604

780

4

29

3

15

119

14

133

790

810

560

820

101

011

503

51.4

4

33

9

17

132

15

148

826

920

500

500

410

756

724.

480 : ,

5

37

11

19

148

-13

.161

888

560

400

360

700

016

600

616

Source: Benin: Institut National de la Statistique et de 1'Analyse Economique (INSAE)

a/ Provisional.
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3. Selected economic sectors

Q' Agriculture, forestry, fishing. The past two seasons have witnessed
considerable improvements in weather conditions. The acreage under food crops expanded
substantially and consequently output of the most important crops increased after a
period of decline in 1975/76 and 1976/77. Total production of cereals rose to a level
of 333,000 tonnes in 1977/78 and further to 390,000 tonnes in 1978/79. Production of
cassava and yams which totalled 1,213,600 tonnes and 1,176,500 tonnes respectively in
1976/77 and 1977/78, rose to 1,399,000 tonnes in 1978/79.

Of Benin's major export crops namely palm products, cotton and groundnuts, only
the output of groundnuts has increased steadily since 1975. Palm production has been
severely affected by insufficient rainfall in recent years and marketed output of palm

oil,has declined sharply while that of palm kernels has remained stagnant. "Cotton
production has in addition to erratic rains, been hampered by inadequate supplies of
fertilizers and insecticides. Average yields have consequently fallen.

The livestock population is estimated to have increased in 1978 with the total
cattle population rising by 2 per cent to 740,000,sheep and goats by 3 per cent to
907>000 and 874,000 respectively and pigs by 4.5 per cent to 420,000. There has therefore
"been a growth in domestic supply of livestock products but the imports of meat and
dairy products have also risen in line with the rise in urban demand.

Benin: Table 2. Agricultural production, 1975/76 to 1978/79 (tonnes)

1975/76 1976/77 1977/78 1978/79

Bbod crops

Millet.and sorehum

Rice(paddy)

Maize

Cassava

Yams

Export crops

Palm kernels

Cotton

Groundnuts

Coffee

Cocoa

Tobacco

Source; National

66

13

216

461

444

33

22

34

1

1

data from

900

000

500 .

400

800

000

400

600

600

700

200

Benin.

75

18

. 181

623

590

83

21

61

■ 1

840

600

700

600

000

500

800

100

550

065

326

81

15

242

624

552

84

16

66

1

000

000

000

500

000

000

100

500

500

090

400 .

89

16

285

715

684

20

65

000

000

000

000

000

000

200

600

700



The total fish catch continued to decline in 1978 when it was estimated at 25,000
tonnes compared with 30,870 tonnes in 1970., The decline is due partly to deficiency
in the equipment for industrial fishing and the penetration of saline water into fresh
wat;er lagoons. Imports of fish have been necessary in recent years to supplement
domestic supplies' imports of frozen fish amounted to 7,000 tonnes in 1978~down from
the-peak level-of 12,500 tonnes attained in 1976. The decline was due to irregular
deliveries. .

(b) Manufacturing. Vegetable oil and fats processing makes up the most important
activity, in the manufacturing sector. It is followed by textiles and the beverage
industries. Smaller branches of the sector include food processing, bakeries, a cashew
nut processing factory, mechanical workshops, furniture making, and printing.

The.decline in the output in palm products in recent years has seriously affected
the level of activity in the processing mills. Total production of .palm oil by the two

wTAn1ngnPf^C enterPrises was 10'527 tonnes in 1977/78 down from 13,467 tonnes in
Jo %l' I"" Oil Production als° declined to 5,337 tonnes in 1977/78 from
22,190 -tonaes in 1976/77.

Textile production is carried out by the Societe Beninoise de Textile (SOBETEX)
and the Industries Beninoise de Textiles (IBETEX). in 1977/78 SOBETEX increased its
level of output to 18.3 million metres of fabric from 17.5 million metres in 1976/77
A substantial part of SOBETEX's output is exported to Nigeria. Data on IBETEX's level
of production in 1977/78 are not available.

'■..-.-.. ■ ■ ' ■ ■ ■

Beer production rose to 230,000 hi and carbonated beverages to 80,000 hi in 1978
compared^with 150,000 hi and 70,000 hi respectively in 1977. Total production capacity
is now 300,000 hi per annum for beer and 180,000 hi for carbonated beverages. There
are plans to expand capacities further.

.fc) 'Electricity. Benin imports most of its supply of electric power from the
Volta River Authority's Akosombo Dam in Ghana. In 1978 consumption of electricity rose
to about 70 million kWh from 68.1 million kWh in 1977 and 54.1 million kWh in 1976.
In 1978 about 50 per cent of total electricity consumed was for industrial purposes.

„ fc (-} Transport services. As shown in table 3 total goods loaded at the port of
Cotonou declined for the third year in 1978. The sLeady decline in goods loaded at the
port m recent years has been due to the fall in the output of palm products. The
volume of palm products loaded in 1973 dropped to only 8,700 tonnes compared with
37,200 tonnes in 1977 and 37,250 tonnes in 1976. On the other hand, goods unloaded
nave maintained their rapid rate of increase in 1978 reflecting tho continuing importance
of Cotonou as a transit point for goods destined for Nigeria and Niger. There was,
however, a sharp decline in traffic destined to Nigeria in 1978 as extension works at
the port of Lagos were completed. This traffic is nevertheless expected to pick up soon
as congestion builds up again at Lagos. The traffic to Niger rose strongly in 1978 and
is expected to continue to rise further especially as that country is experiencing
aaoyant economic conditions.
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Benin: Table 3. Selected transport indicators, 1975 to 1978

1975 1976 1977 1978

Port of Cotdnou

Freight loaded (thousand tonnes) 108.1 128.2

Freight unloaded (thousand tonnes) 647.2 784.4

Railways

Freight (million tonne/km) 127.3 124.0

Passengers (million passenger/km) 96.7 119.1

Cotonbu Airport

Passengers handled (thousand) 77.6 92.7

Freight (tonnes) 3 254.0 3 413!o

73.4

978.7

137.8

120.6

98,2

49.7

1 006.0

155.1

128.5

100.0 a/

4 200,0 a/

Source: BCEAC, Indicateurs Economiques, No. 227, Ap*il 1975, Statlstiques
EconomiqUes et Monetaires, No. 271, April 1979.

a/ Estimates based on 9 months figures.

Railway freight and passenger traffic grew strongly in 1978 with the fasten growth

taking place in freight. The latter increased by 16 per cent to 155 million tonne-km

itfiile passenger traffic reached 128.5 million passengor-km compared with 120.6 million
in■■■11977 and 119.1 million in 1976.

Both passenger and freight traffic through Cotonou Airport has been increasing

significantly in recent years. A national airline, Air Benin, started operating in 1979.

4. Expenditure and the GDP

Data on the components of gross domestic expenditure are not complete for the

years after 1975. Over the period 1975-1978, however, gross domestic expenditure

increased at a faster rate than gross domestic product reflecting the rapid expansion

taking place in private consumption and gross investment. As can be seen from the

external trade figures shown below, the resource gap has widened significantly since

1975. The requirement for a greater inflow of resources continued to rise in 1978,

5. External trade and balance of payments

As shown in table 4, data on Benin's external merchandise trade on a customs

statistics basis are available through 1975 in final form and are provisional for 1976

and 1977. There is a large volume of unrecorded trade, particularly exports, which
sometimes exceeds the recorded trade.

Oil palm products and cotton are the leading export items. In 1977 they accounted for

51 per cent of total recorded exports compared with 63 per cent in 1976. In 1977
the value of palm product exports dropped by 27 per cent due to the effects of the

1976 drought which reduced the quantity exported by 50 per cent. A further decline was

forecast for 1978 but some recovery was expected in 1979. Cotton exports rose in both

1976 and 1977 as a result of strong price increases. A significant increase was forecast

for 1979 as prices improved further and a rsversa] of the declining trend in cotton
output took place.
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Benin: Table 4. External trade and balance of payments; 1975 to 1977 (billions of CFA

francs)

1975 1976 a/ 1977 a/

External trade

Exports b/,,

Imports

Balance

Balance of payments

Goods and ae*vic*s (not)

Private transfers (net)

Government transfers (net)

Capital (net)

Reserves and related items

Errors and omissions

6

42

-35

.79

. 03

.29

5

52

-46

.54

.21

.67

7

60

-52

.64

.35

.71

25.80

3.90

10.52

2.21

4.39

4.78

-23.99

-4,66

6.74

5.88

-1.29

8.03

Sources: Official data for external trade as quoted in BCEAO Statistigues,

Economiques et Monetaires, No. 271, April 1979 and IMF: International Financial

Statistics, vol. XXXII, No. 9, September 1979

converted from United States dollars).

a/ Provisional.

(figures relating to balance of payments

b/ Estimates including unrecorded trade as shown in last year's survey put total
exports in 1977 at about CFAF 26 billion.

The fastest rates of growth of imports in the past few years were recorded for imports

of food, beverages and tobacco, the total value of which more than doubled between 1974

and 1977 raising their share in total imports from 17 to 22 per cent during this period,

ffcwever, it is believed that the value of food imports declined sharply in 1978 as a

good maize harvest helped reduce the need for cereal imports. The share of capital goods

imports in the total has been declining and was about one third of total imports in 1977.

Official balance of payments data are available only through 1976. In that year

the balance of payments moved into a surplus as substantial gains were realized in the

services account and in net private and official transfers which offset the large deficit

in the trade balance. There are indications that some further improvements in the services

account were registered in 1977 and 1978. The inflows of both private and government

transfers also increased substantially in these years. However, these would not have

been sufficient to cover the deficit on the merchandise account which must have widened

substantially in 1977 and 1978. The over-all balance of payments are thus believed to

have been in near equilibrium in 1977 but swung into deficit again in 1978 when net

foreign assets fell by CFAF 6.08 billion.
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6° Development aid and external debt

_ fharp increases have been realized in Benin's total foreign assistance-reflecting
Doth the rise in capital grants and increased borrowing by the Government, the state "
enterprises and the national development bank.

^ rJ^o!^; external Public debt ros^ from CFAF 28,091 million at the and of 1977
to CFAF 36,500 million at the end of 1978 or by about 30 per cent. The debt service
payments reached CFAF 1,600 million in 1978 which compared with the level of officially
recorded trade means that they represent a high proportion of such export earnings. -

7- Government revenue and expenditure

Table 5 provides data on central government budget estimates. Official data on
central government transactions are not available in a consolidated fom owing to the
fragmented nature of public financial operations.

There are indications that some successful attempts to control expenditure have
been made m recent years but budgetary deficits have been realized annually since 1976
Sincere Government itself has for a number of years been in a net creditor position
with the domestic banking system, external government borrowings have generally exceeded
the budgetdeficits in the past few years. The figure of net deposits by the Government
m the banking system increased sharply in 1977 but fell by CFAF 1.3 billion in 1978

Benin: Table 5. Government revenue and expenditure, 1975 to 1978 (millions of CFA francs)

1975 1976 a/ 1977 a/ 1978 a/

Recurrent revenue

Recurrent expenditure

Balance

13 737

14 479

-742

16 080

16 080

19 250

19 250

23 200

23 200

Source: BCEAO, Statistiques Economigues et Monetaires, No. 263, July 1978, and
Mo. 271, April 1979. ;

a/ Estimates only.

8. Money and banking

In 1978 the money supply including quasi-money rose by 2 per cent compared with
13.7 per cent in 1977. This contraction in the rate of expansion of money"was to a
large extent due to the substantial decrease in the level of net foreign assets. The
latter dropped from CFAF 6.27 billion in 1977 to CFAF 0.19 billion in 1978. Private
sector credit increased by about 20 per cent in 1978 compared with 17 per cent in 1977,
the drop in the rate of growth reflecting the reduction in cash crop output and hence
lower demand for crop financing. The Government net creditor position with the banking
system declined in 1978 to CFAF 4.92 billion.



Figures to Mcrch 1979 show a very sh?\rp recovery in net foreign assets to

CFAF 8 billion accompanied by a substantial rise in Government net deposits in the

banking system. Private sector credit has risen and over-all money and quasi-money

rose by 12.1 per cent compared with December 1978 and 29.3 per cent over March 1979.

Benin: Table 6. Monetary_ curvey, 1975 to 1979 (billions of CFA francs)

Net foreign assets

Domestic credit

Net claims en Govr.rr.: >ent

.Claims on private sector

Money

Quasi-money

Other items (net)

. Source: IMF, International

End

1975

5.32

-2.94

32.60

26.88

4.99

2.42

Financial

End

1976

6.59

-2.30

32.10

2>.53

5.00

4.80

Statistics,

End

1977

6.27

-6.22

37.60

29.22

5.60

1.93

vol.

End

1978

0.19

-4.92

45.10

31.01

8.00

0.46

XXXII, No.

March

1979

8.00

-13.20

52.50

35.23

8.50

3.57

10, 1979.

9. Wage£ and prices

The minimum w^.-: rates for both industrial and agricultural workers have not been

raised since 1974 wher* wages were increased by 14 per cent to CFAF 45. Civil servants

have received no general salary increase since 1961 and their income has been declining

relative to tiie private and semi-public sectors.

The res/ ir.jo:.- cf farmers

to have been An::reas:Tig reflt

other products v;ith Nigeria,

present decade.

nd other self-employed persons in commerce appears

ting ":.he lucrative unrecorded trade in agricultural and

The rural-urban gap seems thus to have narrowed in the

There is no n. -'-o-d-vte consumer price index. There is a system of price control
and subsidies for lany e ^entxel imported and locally manufactured goods. Available

information"on piices .indicate that prices for domestic foodstuff rose sharply in the
ft.:--'half of 1977 due to foodstuff shortages following the 1976 drought. These prices

have declined s^.ncfi after the good food crop harvest of 1977/78.

The estimated r.r-.Piicit GDi^ deflator based on very incomplete data suggests that

the rate of increase In prices was 5 per cent in 1978 compared with 8 per cent in 1977

raid 11 per cent -'.n 1976.
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10. Employment and unemployment

Of Benin's estimated total active population of 1.6 million in 1977, only 3.5
per cent or 56,000 were wage earners. The remainder was engaged in farming, trade or

crafts. The public sector employs the majority of wage earners but private sector

paid employment increased to 20.4 per cent of the total in 1977 compared with 17 per

cent in 1975.

Unemployment is substantial in the urban areas but it appears to be less of a

problem in Benin than in neigh bouring countries.

11. Other social sectors:

(a) Education. In 1977, the total primary school enrolment was 307,000 and the
secondary school enrolment was 50,000. There is a ten-year education plan which alms
<t universal primary education and satisfaction of national requirements for qualified

canpower.

(b) Health. There are some 2,593 hospital beds and 263 clinics and dispensaries
serving" ruTaT^Fea. Official government policy is to develop mass medicine through
education and to promote the use of traditional medicines,

B. MAJOR PROBLEMS AND POLICIES

The reorganization of the agricultural sector so as to strengthen its role in the
economy, ensure self-sufficiency in food, and eliminate progressively tte ^orta"^ °*
foodstuffs is perhaps the most difficult challenge facing the country The <*vennent s
concern with this challenge is reflected in the substantial investment in agriculture
included in the current development plan. Projects in this area aim primarily at
harnessing the country's water resources with a view to minimizing the impact of
regular rainfalls. Major efforts are being made to improve yields and diversify crop
production. ■ In addition a number of specialized public agencies have been created in
Scent years to promote the agricultural sector. Thus the Caisse Autonome de Credit
Aqricole (CNCA) now extends credit to state enterprises and the Regional Action <-ent
fcr Rural Development are major executing agencies in agriculture. An agriculturai pri
stabilization fund (Fonds Autonome de Stabilization), has also been set up to P-tect
producers against fluctuations in export crop prices and provides subsidies for imports

of fertilizers and pesticides.

Concerning the organization of farmers, there is a policy to *™P>£lB.
farmers into economically viable small groupings through the "Groupements ^-llageois .
The groups which have essentially been service co-operatives are evolving into productive

co-operatives.co-operatives.

expected to take place during the year



.... BOTSWANA

A. ECONOMIC AMD SOCIAL DEVELOPMENT, 1973-1979

1 •. Introduction. -

. The GDP;figures- given below show that 1977/7B (July to June) was a year of little

or no economic growth. The value of output fron agriculture full at current prices
because of the outbreak of foot and mouth disease and its impact on the livestock

industry. This also had an effect on value added by the neat factory in the manufacture
ing sector and value added for this sector was also reduced. These reductions caused
lower over-all growth in GDP growth which-stemmed fron advances in all other econonic
sectors. Measured at current factor cost, GDP rose by only 7#9 -oer cent in 1977-78

which, when allowance is made. for. inflation,, means a fall at constant prices.

In 197S the value of exnorts rose by 23 per cent despite a large fall in earnings
fron neat and meat products. There was a rise of -28 per cent in exports of copper-
ni73Ker*riatte and one of 6k per cent to 79.3 million Pula in exDorts of diamonds.
Imports increased nuch nore rapidlv than exports so the trade deficit widened to

P. llU.li million. Despite this large deficit the net inflow of transfers and capital
was such that an over-all surplus of, P. 32.5 million was recorded in the balance of
payments*

1973/79 CtDP at" current prices will have risen substantially from mining and
significantly in manufacturing due to; the recovery in cattle slaughterings at the
Botswana-Meat Commission. Tie transport sector benefited from nuch higher rail traffic
and construction activity was probably at a substantially higher level. The whole
sale and retail trade and services sectors will also have grown in line with the rise

in imports and increased government expenditure. However, crop production fell to its
lowest 'level'for riany years and this.had its own irroact on the agricultural sector.

On balance a rise ojf _about 20 per. cent at current prices is indicated for 1978/79 and
one* "of 6 to 8 per"'cent at constant prices.

The prospects for the year 1979/80 are for a. further rise in the output of the

mining sector, a recovery to some extent in crop production but probably a nore
difficult"year in the livestock sector. Construction is likely to see a further
advance as will wholesale and retail trade and services. In this vear the increase
in GDP" at current prices, could be around 18 per cent while at constant prices it nay
be about k per cent.

2. GDP by industrial origin

;t.- The latest official estimates are for 1977/78 and for this year GDP at current

prices is provisionally estimated at P. 291.5 million, a rise of 7.9 per cent over
the level of 1976/77 and 57.6 per cent more than in 197^/75. The r>oor agricultural
season in. 1977/78 caused falls in the contribution to GDP by both the agriculture and
manufacturing sectors which offset to some extent the increases recorded in all other
sectors shown in table 1.

Because of a substantial rise in indirect taxes net of subsidies, the increase

in the GDP measured at current market prices in 1977/78 was 12.0 per cent, a little
less than the increase of 13.0 per cent recorded in 1976/77.
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cent i

shares of GDP

Botswana: Table 1.

SI l ^f^f/f 5" % ThS ^ncreases in «» relative

GDP by source, 197^/75 to lQT7/7fl (minions of Pula)

197^/75 1975/76 1976/77
Provisional

1977/78

market

Agriculture

Mining and quarrying
Manufacturing

Electricity and water

Construction

Wholesale and retail trade
I'rarisport and connunications
Other*-services

GDP-at market prices

Less indirect taxes (net)

GDP at factor cost

61.2

15.2

15.5

6.9
20.1

34.3

5.5

hh.6

203.3

33,9

20,9

11.1

18.8

te,5
T.6

6U.3

263,3

22.6

21*0.7

72,5 66,8

25.3

9,2

15,3

55.2

1.5
77.0

297 ,U

28.3

270.1

21.9

10,5

18.3
71,3

7,3

102.0

333,2

1*1.7

291.5

' *» 1979..

3. Selected economic sectors

a: sss
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Crop production in 1978/79 was very much reduced fron levels from levels recorded

in 1975/76 to 1977/76. This was because rainfall in 197B/79 was renerally much lower
than the long-term seasonal norm in all parts of the country.

Botswana: Table 2. Crop and livestock production, 1975 to 1979

1975/76 1976/77 1977/78 197^/79

Maize (thousands of tonnes)

Sorghum (thousands of tonnes)

Mj.Het (thousands of tonnes)

Cattle slaughtered by BMC (thousands)

62.6

55.6

■ * *

1975

188

35. k
33.1

U.I

1976

212

26.7

36. e

• • •

1977

197

a/ 2.3 a/

U.3 a/

0.9 a/

1973

lh-9

1979

213 b/

Source: Kenublic of Botswana, Ministry of Agriculture. And as table 1.

&/■ Provi sional.

b/ "First nine months.

(h) Mininp. The index of mineral rvroduction shows a rise from 10U in 1977
(1976 = 100) to 123 in 1978 and 1U3 for the first nine months of 1979. In the third
quarter of 1979 this index measured 151. The main reason for the ranid advance in

1978 was the increase on production of copper/nickel matte fron 30,772 tonnes to
39,516 tonnes while in 1979 diamond output probably increased by 50 per cent from
2,799,000 to U,150,000 carats. As reported in previous surveys in this series, diamonds
are mined at Orapa and Lethakane, coal at Horopule and copner/nickel at Pikwe.

3otavana: Table 3. Out-out of major minerals 1Q75 to 1979

1975 1976 1977 1978 1979 a/

Coal (thousands of tonnes)

Diamonds (thousands of carats)

Copper/nickel matte

Copper content (tonnes)

Nickle content (tonnes)

Index of mining production

1976 =100

71.2

2 UlU

6 50U

6 khj

70

22U.1
2 361

12 U73
12 581

100

29U.0
2 601

12 009

10U

31U.5
2 799

359.0

h 150

■■■■iu 150

6 109 16 000

123 1U3 b/

Source: As table 1.

a/ Estimates based on nine months production,

b/ First nine months only.
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substantial fall in the number of eatt£ slaughtered ?„ g7?/7fl J^T there TOS a
manufacturing industry at current narked "rices feif £ ^ I ValUS added by
the fall at constant prices vould h^ve been Uln SeaW v^SV0 I? '9 million«
ings at EMC in the year to March were 1W6mZ»T , ? 19T8/79 cattle salughter-
the previous year. This must m«,n =1= ' d compared to 171,900 slaughtered in

Electricity generated
1975 1976

Estimated

1979

the substantial rise in develop:
P 79.0 million ir

jSfefffh
a switch in Zambia traffic to th^

half of 1979 freighted0™"
Pd of 1978 while the number of

T
result of



Botswana: Table h. Selected trans-port indicators. 1°75 to 19T9

1975 1976 1977 1978 1979

Railways

Freight (million tonne/km)

Passengers (thousand)

Roads

Comereial vehicles (thousand)

Airports

Passengers handled (thousands)

1 091

569

6.69

1 199 1 056 1 0^3

7.

Jan.-June

727

253

11.71 a/ 10.72a/ ...

153.** 208.2 173.2 281.5

■ .- Source: As table 1.

a/ Light delivery vehicles and lorries.

However, there was no similar increase in the total number of -nassenfrers handled

at the country's airports which had fallen by Ik per cent in 1978 and bv a further

lU per cent in the first half of 1979.

Registration of commercial motor vehicles fell in 1976 probably for the first time

this decade but there was a substantial advance in 1979 based on figures for the first
eight nonths of the year. .

Expenditure on various important road projects continued at a high level in

1978/79 and 1979/80. The more important projects measured by budgeted expenditure
were the Gaborone-Molerolole Road, the Botswana-Zambia Road, the Mahalapye-Serule Road
the Serule-Francistown Road and the Kanye-Lobates Road. Substantial funds were also
allocated in both vears for rural roads.

(&) Tourism. The.number of departing visitors excluding those travelling by
train rose from 1509U00 in 1976 to 179,500 in 1977. They spent a total of P 6.U9
million and P 7.72 million respectively. In 1978 including visitors leaving by train

the total was 179*500 and their expenditure was P 3.81| million. Making allowance for

some 13,500 departures by train in 1978 it seems clear that visits to Botswana declined

in 1978. However, figures of departing visitors for the first five months of 1979
show a market advance on the same period in 197-3.

**. Expenditure and the GDP

The latest data include those for the year 1977/78; between 197^/75 and 1977/78

expenditure on gross fixed capital formation rose by 91.5 ner cent, that on private
consumption by 78.8 per cent and on public consumption by llU.O per cent. Over this ,

same period GDP at current market prices increased by 63.9 ner cent so there was an
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increased recourse to foreign resources to bridge the "gap between GDP and total
expenditure. The details are given in table 5. The net inflow of resources represented
by. the. surplus-of mport-s over exports vas P 55.8 million in 197^/75 and P Q5.3 million
in 1977/To*. These figures are equal to 27.h per cent and 2*. 6 per cent respectivelv
of the GDP. \ . TJ

Botswana: Table g. Expenditure and the GDP, 1974/75 to 1977/78 (Millions of Pula)

1974/75 1975/76 1976/77 1977/78

(At current prices)

Private consumption

Public consumption

Gross-fixed capital formation
Change in stocks

Exports less imports of goods and services
-——■—-—-———-— . I, . ^____________________

GDP at market prices 203.3 a/ 263.3 a/ 297.4 333.2

Source: As table 1. .

a/ There are statistical discrepancies of -5.6-million and 1.2 million respectively.

123.9
39.2

56.8

44.8

-55.8

154.

50.

79.

35.

-57.

5

6

1

1

3

191-5

71.9
77.8

20.1

-63.9

??1

83

108

14

-95

■ ■ ■■■!

.8

.3

SO J^Zrf^r™ •°r1n^?f fS ft0°kS' total Vestment expenditure was equal to
50 per cent of^GDP m 1974/75, *3.U per cent in 1975/76, 32.9 per cent in 1Q76/77 and
36.9 per cent m 1977/78. These are all very high figures butVere only financed to

i^OZJ;^ t Ta^lr°l-^StiC savinSs> a much l^er proportion was funded
externally, m 1977/78 while investment represented 36.9 per cent of GDP, domestic
savings were equal to only 8.3 per cent. In 197^/75 domestic savings had been 19.7 per
cent of GDP, . -^

5* External trade and balance of payments

The growth in the value of exports since 1975 has been due to the rise in ship-
^n™2 diajnonds ^d copper-nickel matte both in terms of volume and value. Diamonds
in 1978 were valued at P 79.3 million and copper-nickel matte at P 52.6 million.
Exports of meat and meat products grew substantially in I976 but fell in both years
1977 and 1978. In the first half of 1979 there was a sharo advance in exports of these
meat products and at the^ same tine the value of diamonds exports was running at a level
more than twice that of 1978; copper-nickel matte also earned more. It seems likely

HfOrtS f°r 19?9 idU bS ^ th i f P 35° ii 8 ^

a + A! i°lJ^Xts.9 these have also risen ^pidly being valued c.i.f and including
duty at P307 million m 1978 compared with P 159 million in 1975- In 1979 total
imports will probably exceed P 1*00 million. The breakdown of imports for 1978 shows
that P 56 million was for food, drink and tobacco, P 27.1 million for fuels, P 47.2
million for machinery and P 38 million for transport equipment. A further P 30 million
was spent on textiles, clothing and footwear.



(millions of Pula) ,

. "■'.

External trade

Exports

Imports a/

Balance

Balance of payments

* Goods and services (net)
'."..-£r.iv-ate~.transfers. (net)

Government transfers (net)

Capital

Reserves and related items

""Error's* and omissions

1975

105.0

15?:. 3"

• • ■

> • .

• • ■

* . ■

- '■ a ■ ■

1976

153.2

-28.2

-50.1

It.8

3+5.7"
21*. 8

-l6.h
■-8.8"

1977

156.7
239-6

-82.9

-57.6

5.2

- ■ 7U.2 ■

2.3

-lU.U

-9.6

1978

192.7

307.1

-11U.U

-103.3

5.3

■62.2

69.^
-32.5

-1.1

Jan.-June

1979

18U.9
197.3

-12. k

-27.^
3.1

. M.I- ,

31.9

-57.7
6.0

Source: as table lv

a/ Includes duty.

"^e'b£a"ice''of^pa^OTt3"Kas"fec6raea~att over-all surplus-in each of the years 1975
to 197'°> and the country's foreign reserves have been substantially augmented. The
large deficits on goods and services account have been covered by Government transfer
receipts and sn inflow of capital. For 1979-there was a reduction in the deficit *or
goods and services in the first half of the year and as the net inflow of both transfers
and capital continued at a high level, foreign reserves rose once again, this time very

substantially.

6. Development aid and external debt

Set transfer receipts of the Government as shown in the balance of payments
statistics have been running at a high level since 1975. In 1978 they were valued at
P 61.7 million and in the first half of 1979 at P 39.5 million. Over this same period^
there has been an outflow-of capital on government account so the level o* the country s
public external debt has been reduced. However, the substantial inflow of Private
capital has raised the level of investment incoine payments abroad and in 197^ these

were P 30.3 million- and will-be higher in 1979.

Public debt servicing which was P ^.U2 million in 1975/7^ was budgeted atP 10.91*
million in 1979/80. This latter figure includes P h million for a debt servicing fund.
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7. Czovernment revenue and expenditure

Recurrent revenue doubled between 1975/7^ «nd 1979/80 but recurrent expenditure
erew at a faster rate. However, the projected surplus on recurrent account in 1979/00

is set at P H2 million ' compared" with P" 30 million in 1975/76. - Development expenditure
has risen at about the same rate as recurrent expenditure and the total for 1979/S0 is
P 91.8.million, more than Wo and a half times the figures of P 35.U million for 1975/76.

The hi<*h rates of growth in expenditure both recurrent and capital have meant ^
that the over-all financing requirement has risen rapidly. A total of P 4Q.8 million
was renuired for 1979/80 and as in earlier years the bulk of this will probably have

been.obtained externally, mainly frori foreign grants.

Botswana:.. Table.7. Government revenue and expenditure, 1975/76 to 1979/80

(million? of Pula)

1975/7^ '1976/77 1977/7* 197S/79 a/ 1979/80 b/

Recurrent revenue T9.5 71.6 100.9 13T.U 166.6
Recurrent expenditure 1 68O 758 1016 &>6k9

30

35

.5

.0

.u

68.

3.

37.

0

6

6

75

25

kk

.8

.1

.k

101.

35.

79.

6

8

0

12U,

1*2.

91.

6

0

8

Recurrent surplus

Development expenditure

Over-all financing requirement c_/ 5.k 3^.0 19.3 **3'2 ^y8

Source: As table 1 for 1975/76 to 1978/79. For 1979/80 Republic of Botswana:

details to support 1979/80 estimates of expenditure from the consolidated and
development funds (Government Printer, Gaborone). ■

a/ Provisional.

b/ Budget estimates.

c/ Appears to have been financed largely from external res.ourc.es.

In 197°Vn0 the two main revenue items were mineral revenues and the common

customs pool; in 1978/79 these two headings had vielded revenue of P 23.8 million and
P U9.8 million respectively (this latter figure includes excise duties) while income

tax produced P 36.0 million.

The major recurrent expenditure headings in 1979/80 are education with ¥26.9
million, works and communications, P 19.1 million, and the Office of the President,
P 17.1 million. A further P 10.9 million out of the total of P 12k.6 million was for
public debt servicing and includes P k million to the debt servicing fund. The larger

expenditure headings in the development budget are for works and communications,
P 25.2 million, local government and lands P lO million, the Office of the President,

P 11.6 million, finance and development planning, P 11.1 million, and education

P 11,0 million.
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In 1979/80 steps -were being .taken to expand the scope of income tax; budget
proposals include making, all royalities and management fees payable by residents-charge
able to income tax and deducting an advance of 15 per cent tax from dividends paid by
domestic companies to resident shareholders. It was also proposed to increase the tax
relief on approved training of citizen employees from 125 to 200 per cent of the cost
of such training. It is accepted that there is a need to provide vertical equity within
the over-all taxing scheme for individuals.

8. - Money and banking

The massive build-up of net foreign assets is the main feature of the monetary
aggregates since 1975.' These totalled P 203 million at August 1979. Over the same
period the Government has been increasing its net deposits in the banking system so
they rose to P 70.9 million at August 1979 having been P 57.1 million at December
197o and P 39.8 million at the end of 1977. Private sector credit fell in 1979 and the
increases in both 1977 and 1978 were only small so the major influence on the money
supply has been the movement of net foreign assets. As shown in table 8 money proper
rose by 33.8 per.cent in 1977 and by U.T per cent in 1978; there was a further increase
of 22.9 per cent in the first eight months of 1979. Including auasi-money the rates
of increase were 26.0 per cent, 11.5 per cent and 50.0 per cent respectively. "The"very
large rise in the first eight months of 1979 is largely due to a massive movement of
funds into deposit accounts.

Botswana: Table 8. Monetary survey, 1975 to 1979 (Millions of Pula)

Wet foreign assets

Domestic credit

Net claims on Government

Claims on private sector

Money

Quasi-money

Other items (net)

-International Financial Statistics. Vol. XXXII Ho. 12, December 1979.

End

1975

* • ■

52.63

25! 81
■ * •

End

1976

6k.69

-1*0.19

67-67

1*3.52

6.00

End

1977

83.15

-39.&h
72.27

58.21

50.37

7.00

End

1978

12U.63

-57.06

6O.9I+
60.01

21.16

August

1979

203.07

-70.1*6

70.92

7*U 90

106.1+7
22.17

°l i?I8.and 19T9 the level of li**aity in the banking system was very
restrictedth^^ %fflcultJ ** employing new funds in 1978, the commercial banfcs ^
restricted their acceptance of additional fixed deposits from the public. However,

9. Wages and prices

9 7 B^cSTlf^ T T 12-? P-r °ent ln 19T6' 12 Per Cent in 19T7 «« a ^^Ported, ifn-^nn? ^/T ?onslderatle food ^nd other consumer nood supplies are
imported, xt is not possible to isolate the Botswana economy fro-, the inflation venerated
teyond its borders. In October 1979 consumer prices were lk.6 Ber c.nfhipher tto a
year earlier indicating some intensification of inflation.
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Hages and salaries were P lkk,u million in 1977/76 compared with P 89.2 million
in 197^/75. In this three year period the numbers in formal sector employment rose
from 51,600 to 62,700 so average nominal earnings have risen by about 33 -ner cent which
is probably much the same as the increase in consumer prices.

10. Employment and unemployment

While employment in Botswana as measured by increases in formal sector employment,
has risen substantially, there has been a reduction in the numbers-of citizens employed
on the mines in the Republic of South Africa so the benefits of increased domestic
employment have been offset to some extent in total household incomes.

There were an estimated 57,325 persons in formal sector emplovment in Botswana

in 1975 and this figure had risen to a rough estimate of 6p,200 in 1978. This increase
of about 12,000 compares with a fall of U,000 in the-number of Botswana employed on
South African mines. At the end of 1978 there were 20,000 Botswana working on the mines
in South Africa.

The population of the country in eetimated at 805,000 on a de jure basis in 1978
so the number of these in wage employment at about 90,000 is equal to 11 per cent of

the total. The majority of the economically-active population is still engaged in
self-enroloyment mainly in the rural areas*

11. Other social sectors

(a) Education. The growth in enrolments at all levels is continuing at a
relatively rapid rate as shown by the comparison below: '

Hnrolement 1^7^ 1976 1977 1978

Primary

Secondary

Vocational

Teacher training

University

Total ' 131 Okl; \h?_ 392 ' 155 808 165 198

Thus in 1978 lust over 20 ner cent of the total population was at school or
university ana education expenditure et P.21.95 million accounted for 21.5 *>er cent
of Government recurrent expenditure.

116

12

1

293

098

699
kQ9

125

13

1

588

987

722

562

533

137

15

1

290

ho6

15h

Sk6

622

1U5

16

2

^59

086

222

669
762

£ Health. Total expenditure on health services and their development has been

estimated at P 21.27 million in 1978/79. This total includes what is spent on health
by the Ministry of Health, other government ministries, local authorities, missions
and industry. There were other health related expenditures incurred on the mines in
Botswana,
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Data on health facilities and personnel only relate to 197^ "but the over-all

coverage is relatively good measured against general standards existing in developing

Africa. As reported in earlier surveys it is +he lons-terrc aim to provide a comprehen
sive health service to people throughout the country although practical implementation
of this -oolicv in areas of scattered population ^resents particular problems.

The expansion of the National Health Institute was scheduled for completion in
1979/80 thus Providing an increased output of trained nurses particularly for rural
clinics and health centres. Rural health centres are being upgraded.

(c_) Housing. ^ This is still a problem area in the main urban centres but there
is substantial activity designed to increase the supply of housing and to help cater
for the demands of the lower-income groups. Substantial suns have "been allocated in

the 1979/80 development budget for urban development. A Government Guaranteed Hosuing
Loan Scheme is being introduced to assist people to build or purchase their own homes,

B. IWJOH PROBL^'S

These have been mentioned in past.surveys. The constant threat o^ drought makes
agricultural crop.production an extremely precarious occupation and outbreak of foot
and mouth disease have their own impact on the livestock industry especially when
large beef sales are dependent on the EEC market. There is still a crucial shortage
of trained indigenous personnel for high level administrative and professional Posts
and those for middle-vevel technical and managerial posts.

A particular problem in 1973 and 1979 was an excess liquidity in the banking
system due to an unsatisfactory demand for credit facilities. The substantial build
up of net foreign assets points to the possibility of using more banking resources

for development despite the fact that ehe present expenditure on development is already
high in relation to total GDP.

C. INTERNAL DEVELOPMENT POLICIES

The economy has grown substantially so far this decade and the diversification
of production away from its previous almost complete dependence on agriculture has
greatly strengthened the economic base. The move into more service-sector-based
enterprises has also helped. There has been a Particular expansion in the primary
school enrolment and the total sums spent on health services are high but there is still

a^need in education to accelerate the rate of development of post-primary education in
view of the present shortages of higher-level ana middle-level manpower from domestic
sources.

Details of the fifth development ^lan were being finalized as this survey was
written so it is not possible to discuss them here but as reported by the Vice-
President, Dr. Q.K.J. Masire, in the budget address presented on 26 February 1979 the
main themes of this plan will be employment creation and rural development with a
high priority being given to the development of arable agriculture. However, at the
same time diversification of the economy and employment creation reouires that a high
priority be given to promoting industrial and commercial activity. It is the intention,
while continuing to expand the physical and social infrastructure, to increase the
share of government resources allocated to iirectly-productive activities in agriculture
commerce and industry. '
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In order to "bridge the skilled manpower sap the Government will continue to

employ expatriates t\it a greater share of skilled manpower is to be encouraged to

enter non-government employment.

The effort to be made to create --mployment in arable agriculture will help absorb

new entrants to the labour market especially those vho have only received a basic

primary education.

Expenditure on preparation for the takeover of the Botswana line of Rhodesia

Railways were covered in the 10-79/80 development budget as was the next chase of the
foot and mouth disease vaccine factory-

D. PROSPECTS FOR. 1979 AMD 1980

. The year 1979 has been one of substantial progress despite the extremely poor

agricultural season of 1978/79. Cattle slaughterings and meat exports have risen

markedly, diamond output and sales are at very much enhanced levels and a better

market for copper-nickel matte exports have all led to exports rising by about 80 per

cent. Development expenditure in the 1979/80 government budget is at the high level of

P 91.8 million and the further substantial increase in recurrent expenditure should
also have had a stimulatory impact on the economy. On balance the increase in GDP

at constant prices could be in the region of 6 to 8 per cent on a calendar year basis.

For 1980 export earnings could again increase although by a much lower figure

than in 1979. Imports seem likelv to rise once again and government expenditure will
increase markedly with its ripple effect on economic activity. The rains in the 1979/

80 season will decide whether there will be a recovery in crou production but it is
too early to make any forecast. It seems likely however, that there will be further

growth in 1980 but at a much lower level than in 1979-



BURUHDI

A, ECONOMIC MD SOCIAL DETOLOPMSMTS, 1973/1979 - ; ' :

!• Introduction

-With its relatively high population density of 143 inhabitants per sq. km., Burundi

has an econoqy almost exclusively agricultural, \d-th virtually a single export; coffee.

The fluctuations of the price of coffee have thus a key role in the economy and determine

exports',, government expenditures and the level of investments. In 1976/1977, the

considerable rise of coffee prices enabled Burundi to accumulate large foreign assets and

to increase its investment expenditures substantially. Capital formation rose from 9.4 per

cent of. GDP in 1975 to 11.5 per cent in 1977. In 1978, coffee prices started to fall from

the high level reached in 1977j nnd the subsequent fall of exports led to large trade and

payments deficits. Unfavourable climatic conditions were not conducive to significant

groTith of food production and there was some shortages in the market. The growth rate in

industrial production fell sharply. Conditions on the Kigoma«Dar es Salaam railway line

became-difficult and a shortage of petroleum developed during the first half of the year

hampering industrial production and slowing down work on investments projects. Consumer

prices in Bujumbura rose by 23.4 per cent in I978 as against 6 per cent in 1977,. but the

GDP deflator growth rate was lower (9*6 per cent against 13 per cent) because of the drop

in export prices. Despite these problems GDP increased by 5.3 per. cent at constant prices

in 1978 which is indeed a remarkable 'achievement.

.., In 1979 f a serious situation was created by the almost complete closure of the Kigoma-

Dar es Salaam railway during the military operations in Uganda. Industries and construction

sites were paralysed by a shortage of petroleum and cement* To remedy the situation the

Government introduced rationing of petroleum, but this was dropped in August when the

'situation had returned to normal. International help was sou&iif-to accelerate the trans
port of goods accumulated at Dar es Salaam and an air operation was organised with EEC

support. However, these problems were somewhat alleviated by the increase in coffee

production and the rise in wholesale prices for coffee in 1979 on world markets.

Much idll depend on when sales are actually made. Burundi traditionally exports its

coffee in the second half of the year but the prices may have bsen decided earlier. In

the first half of 1979 prices were somewhat less than in I978 but in the second half they

were higher. The development expenditure has been cut from 67 billion ffBU to 45 -billion - ~

to take account of the new situation despite an increase of 30 per cent in the cost of some

ongoing projects. It seems likely that the growth of the econo^ in 1979 idll be lower
than in 1978.

2- GDP try industrial activity

The main growth in the Burundi economy since 1975 has been outside agriculture so that

the share of this sector in GDP has fallen although it was still contributing 62.4 per

cent of the total in 1978. Industry has grown fastest probably because of more construction

activity and this sector's share of ODP was 13.8 per cent in 1978 while for services it
was 23.8 per cent.

In I978, agriculture grew by about 3 per cent at constant prices, a rate probably etrual
to the population increase. Manufacturing production went up by 9,5 per cent while

construction increased by a 20 per cent reflecting the rise in investment expenditure.
In the services sector, growth was 8.9 per cent.
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Burundi franc s of

Agriculture

Indus try

Services

GDP at factor cost

Indirect taxes net

GDP at market prices

14 224,-5
2 136.7
4 598-2

14 770.3

2 447*4
4 848.5

14921.8

3 012.5
' 5 367.0

20 959<4
1 227.3

22 066,2

1 9^.1
23 301,3

2 961.3

22 186.7 23 996.^, 26 262.6

5.6

3 41173
5 843.5

24 591.4

3 071.5

27 662.9

GDP at current market prices .32 671.7

Source; Ministere du Plan,. Burundi,

3- Selected economic sectors

3

Burundi: ^feble 2. Agricultural production, 1975 to 1978

1975

Food orops

Cereals (thousand tonnes)

Beans and peas (thousand tonnes)
Oil seeds (thousand tonnes)

Commercial crops
Coffee (tonnes)
Cotton (tonnes)
Tea (tonnes)

■Export earnings (million
Burundi francs)

Animal herds (thousand)
Cattle

Sheep

Goats

Pigs .

Fish catch (tonnes)

658-9
485.2

23.9

16 925

3 818

787

2 334.8

800

683
46

15 416

Source:- National data from Burundi,

976 977

573.3

539.5
21.2

631-7
599-7-
20.9

21 428

3 010

1 227

17 031

5 161

1 470

5 738.1 7 8-28.8-

795
.304

570

27

20 231

799
269

564

29

19 495

**;
„.„„„

1978

662.8

540.7

25.1

23 026

6 148

1 454

5-709-. 0

819
282

608

32



There is a programme to increase food production through the introduction of

modern techniques and the use of better inputs. Because of the nature r>f the

terrain, and the high population density, soil erosion is already a major problem

which is worsening as trees are cut for firewood, and slopes put under cultivation,

A great effort is being made to introduce and increase soil conservation measures.

There are other programmes, some concerning agriculture as a whole like the improved

seeds programme and the fertilizer programmes. The Irabo development project te

located along the Ruzizi valley and the Tanganyika lake and here irrigation is being

developed. Some fO projects and programmes are being implemented in tlie agricultural

sector while extension officers are being rained, the objective being to have one

such agent for each 250 families.

Coffee production which dropped in 1977 to levels comparable to the low point

observed in 1975, increased substantially by 6,000 tonnes in 1978- But the lower

price, meant lower export earnings which fell by PBu 2,^45 million or 32.2 per cent.

However, the price to-the producer was maintained at FBu 112 per kg. Cotton

production increased from 5,161 tonnes to 6,148 tonnes, thus recovering from the

fall in production in 1975/76. There- was a slight drop in production of' tea but

export revenues actually increased.

The programme of improvement of the coffee plantations is continuing. It is

planned to renew 40 million out of the existing stock of 72 million trees. To date,

29 million have been replaced.

In 1979, there was too much rain in May which could have an impact on food

production but the adverse effects will probably be minimised because large areas

under existing food crops are for bananas, roots and tubers. For coffee, marketing

data on August 1, show a 3>'-'r'^ tonne increase in production over the same period

in 197<J. This means a substantial increase in producers' incomes and growth in

export earnings.

(bj Mining. Production is small consisting of small quantities, of bastnaesjte,

cassiterite, ferberite and Colombo-tantalite. There are prospects of developing

nickel mining and above all in the exploitation of the large peat deposits, A nickel

deposit has been identified at Musongati. 2(1or peat, a public agency, ONATOUR,

(office nationale de la tourbe) has been established. The important peat deposits

include those of the Akanyaru which contains an estimated 1 billion and a half

cubic meters of peat. Use of peat will help conserve the national forests.

(c_) Energy. Electricity consumption increased 12.2 per cent in 1978, a rate

almost identical to the increase observed in 1977- Most electricity is imported

from the dam on the Ruzizi river in Zaire. In order to develop internal resources,

two dams are under construction, one on the Kugere river with a projected capacity

of 6 MW and the other in Oit'ega on the river Ruvyironza with 1.5 MW. These were

scheduled for completion in 1918, but are late.

Uil products are supplied from the Dar es Salaam refinery in Tanzania. In 1978*
consumption rose by 10.8 per cent to reach a total of 38,383 m3 but this was from

a particularly depressed level in 1977• At the beginning of 1979» there was a

curtailment of supplies from February to May. As shown by port data, the supplies

of fuel products in the first quarter of 1979 were only half those obtaining in

the first quarter of 1978.

(&) Manufacturing. The industrial sector is small and a large part of it is

in traditional beer production using bananas and sorghum. In 1978, growth in the

sector as measured by national accounts estimates was 9*5 Per cent. Some new
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factories like the match factory and the agricultural implements factory encountered

problems in their initial stages of production including competition from foreign

suppliers. Several projects are either being implemented or are' at the study: stage.

Ttcese include a flour mill, a hides and skins factory, a cement factory, a textile

complex (cotebu), and a cigarette factory. The completion of certain projects has

suffered considerable delays and cost overruns in 1979 because of a lack of cement,

shortages of fuels and sometimes inability to bring in equipment following the

temporary closure of the railway from Bar es Salaam.

o .country appears to offer possibilities for handicraft production but a

limiting factor is a lack of entrepreneurs able to seize the opportunities which

exist.

Burundi; .Table 3- Energy consumption and beer production, 1975 to 1978

1975 1976 1977 1978

Electricity consumption (thousand

kWh) . 26 116 27 182 30 571 34 287
Consumption of oil products

■ (thousand- mJ) ■ 35 386 37 390 34 644 38 383
Beer production (thousand hi) 398.2 480.8- 525.0 525-5

Source; .National data from Burundi,

(.£.) Construction. The emphasis on development in the economic policy of
Burundi is leading to substantial and continuing growth in the construction industry

although this growth is from a low starting point. A large number of.projects are

under development but supply shortages due to import transportation problems have

had some impact on progress. There is a project tn produce cement, both of the

Portland variety and from pouzzolane, but there are difficulties in getting the

raw material^(clinker) from the Uvira cement factory, which is on the other side

of Lako Tanganyika in Zaire.

(f_) Transport. Most of the foreign trade of the country passes through
Tanzania, using the Bujumbura-Kigoma-Dar es Salaam route. Efforts are being made

to develop the Mombasa route through Rwanda, Uganda and Kenya and a public

corporation, Intraco, has been' established for this purpose. However the dependence

of Burundi on the Tanzanian railway is still very great. In 1978, there was a

significant increase in the traffic handled at the port of Bujumbura which rose

from 147?375 tonnes to 166,122 tonnes or by 12.7 per cent. This represents a strong

revival of activity after the fall recorded from 1974 to 1977- In the first

quarter of 1979? the situation was reversed and traffic was only 66 per cent of

the same period of '978, because of almost complete stoppage of service h;y the railway

in Tanzania due to the fighting in Uganda. Air transport has continued to ^row,

the number of passengers handled rising by 14 per cent and the tonnage of.

merchandise by 67 per cent. 1979 statistics should show an increased role of air

traffic in merchandise transport because planes were used to clear some- of the

backlog of goods destined for Burundi at the port of Car es,Salaam.

In transport.the basic problems-remain a lack of oapacity at Dar es Salaam

port, inadequacy of the railway to Kigoraa which is old and which laoks"yagoris

and locomotives. These problems were accentuated in 1979? when the railway was

used to supply lanzanian troops in the north thus depriving Burundi of essential
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supplies for a number of months. There are projects for improving" the railway and

the whole transport infrastructure between Bujumbura and Dar es Salaam. Presently

the port of Kigoma is being modernized. On the railway new.locomotives will be

brough-f'into service in October 1979 and Tanzania has asked for funds for the

modernization of the railway line itself. On the lake, the Government of Burundi

plans-to.Tsef tip a shipping company to supplement private carriers.

' Although the route to Mombasa is longer than the one to Dar es Salaam

(2,200 km against 1,200 km), it is a suseful alternative route. In the road
programme, the part of the Bujumbura-Kigali .which is on Burundi's side of the border

has b£eh..asphalted. Presea-tly the length of asphalted roads is 545 km, while

other classified roads have a length of 2,439 kms. The length of tarred roads is

expected to increase to 93° ^ ^

Burundi; Table 4* Transport indicators, 1975 to 1978

•

Port of Bujumbura

Freight in (tonnes)
Freight out (tonnes)

Total (tonnes)

Airport of Bujumbura

Passengers (number)

Freight (tonnes

1975

103 382 .

31 196

134 578

27 521

1 073.6

1

-

100

28

129

30

1

976

923

078

001

198

241.6

1977

125 567
21 808

147 375

3^ 194

1 791.5

1

132

33

166

40

2

978

945

177

122

184
990.1

Ro-ads

Motor vehicles in use (nviber) ... 7 320 7 877 8 687

Source: National data from Burundi.

4* Expenditure and the GDP

...._ ._JD.omestic expenditure grew by 25 per cent at current prices in 1978 while

GDP increased by 14*9 per cent. The strong growth of domestic expenditure came

from'both consumption and investments. Private consumption which grew by 20.9

cent was stimulated by larger incomes earned from coffee and by increases in civil

servants salaries. Government consumption rose by 37-4 per cent. But the

largest gain was in gross fixed capital formation which increased by almost

40 per "cent and at the current share of 14 per cent of GDP is the highest ever.

In~1973 the share of gross fixed capital formation in GDP had been only 5 per cent*
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Burundi: T^ble_^. Expenditure and the GDP. 1975 to 1Q7S (millions of Burundi
francs]

At current prices 1975 10.75 19?? ^g

Private consumption 29 886.5 31 446.0 36 807.6 44 498 7
Public consumption 3 828.2 5 486.9 5 664.5 7 785 0
Gross fixed capital formation 3 O69.O 3 515.O 5 51-7.4 7 709*1
Change in stocks -556.0 - - _ ■ _

Domestic expenditure 36 227-7 ■ 40 447-9 47 989.5 59 992,8

Exports less imports of

goods and services - -3 556.0 ' -1 120.8 - 149.9 -4 678.5

GDP at current market "•"

pripes 32 671.7 39 327.1 48 139-4 55 314.3

Source: Burundi Ministry of Planning,

5-.._ ...External trade and balance of payments

.... .Kith the fall of coffee prices exports fell sharply in 1978 while imports
increased because of higher demand coming from rising investments and consumption.
Imports increased by 32.4 per cent, while the value of exports wan down b/ 35,3
per cent. In contrast to 1977 when there was a surplus large trade deficit appeared
in 1978 reaching FBu 2.8 billion. There was'no change in the composition of
exports which are dominated by coffee, but for imports, there was an increase.of
capital goods imports of 47 per cent over 1977.

. ..The large trade deficit brought about an equally large goods and services
deficit reaching roughly FBu 4 billion. Both transfer payments and capital inflows
increased but not enough to offset the goods and services deficit. There was

Burundii Table 6. Hxtornal trade and balance of payments, 1975 to 1976
(millions of Burundi francs) ' ^*-

_ 1975 1976 1977 1978

External trade" —— _ _

Exports. 2 515 5 420 8 073 6 029

(of which coffee) (2 213) (4 835) (7 585) . (5 140)
Imports 4 856 5 027 6 678 8 842

Balance -2 341 393 1 395 -2 8n
Balance of payments —— ______

'Goods and services (net) -739 -597 1 901 -3 994

Private transfers (net) 234 366 484 532
Government transfers (net) 1 230 1 877 1 058 1 343
Capital 385 -146 -105 441

Reserves and related items a/ -1 110 -1 500 -3 548 1 678
Errors and omissions - - _ _

Source: Banque de la Republique du Burundi: Bulletin (Primes triel;
No. 68, Mars 1979

, International Financial Statistics: Vol. XXXII No. 10 October 1979,
a/ Balancing item.
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consequently a drop in reserves of FBu 1.7 billion against an increase of FBu 3.5

billion in 1977- However net foreign assets were still at the high level of
FBu .6.28 billion at the end of 1978.

6. Development aid and the external debt

The inflow of transfers (aid) to Burundi rose from FBu 1,542 million in 1977
to FBu 1,875 million in 1978. There was also a quadrupling of capital inflows
from FBu 104 million to FBu 441 million.

Development aid data are not yet available for 1978. For 1977, figures show
a total equal to FBu 2.68 billion which is a substantial sum in relation to GDP .

and: much more important in relation to the balance of payments. Expenditure of

:■■ ^fs aid. ^as- raainly concentrated in agriculture (31 per cent), and education
(3.2,5 per .cent).

7» Government expenditure and revenue

Ordinary budget revenues increased by 30 per cent'in 1978 more than the

increase in 1977, because tax rate increases decided on in 1977 began to take

•effect but particularly because of rising imports leading to higher customs duty
collections. =. ■

Burundi; Table 7. Government revenue and expenditure, 1975 to 1978
("millions of Burundi francs)

1975 1976 1977 1978

Current revenue 3 054.0 4 624-3 5 648.0 7 36O.8
Current expenditure 2 967.1 4 023.1 4 847.6 6 053.1

Surplus 86.9 601.2 8r>0.4 1 307.7

Capital receipts a/ 170.6 482.3 1 568.3 2 401.8
Capital expenditure b/ 300.7 816.8 < 866.7 3 706.9

Overall balance 0/ -43.2 266.7 502.0 2.6

Source: Banquede la Eepublique du Burundi: Bulletin Trimestriel.
No. 68 Mars 1979. . : ■ '" .

a/ Includes small amounts outside extraordinary budget,

V Excludes sums allocated for public debt sinking fund.

0/ Excludes certain small loans.

Current expenditure rose hy 24.9 per cent, and the current surplus increased
to FBu 1,308 million compared with FBu 800 million in 1977.

For other expenditure the total rose by 98.6 per cent to FBu 3,707 million
in 1978. This high rate of increase is a result of the investment drive started
under the new development plan. The surplus on-current account plus higher receipts
for the capital budget enabled this higher level of spending'to be covered.



The budget 1979 was revised in July to take into account the 15 per cent '
increase in the housing allowances for public servant. Compared to 1978, there
is a very substantial increase of ordinary expenditures of 41.7 per cent while

extraordinary expenditure is reduced by 5-2 per cent. Thus total projected
expenditure is 24.3 per cent more than in 1978, a smaller increase than in 1978
but nevertheless a substantial growth rate leading to increased activity in the
economy as a whole. . ■

8. Money and banking

+ <n^ e*P^sion of money supply which had been very high in the two years
to 1977 because of increasing foreign assets slowed down in 1978. Money supply
i1^ ^ auasi-money increased by 13.2 per cent in 1978 against 60.8 ,er cent in
VW ^8 ^n?rSe "^ ™l^ed to the rise in domestic credit from FBu 2,159 million

at December 1977, to 53u 6,O87 millions at the end of 1976f which was partly offset
by a fall in net foreign assets from FBu 7,760 million to 6,283 million. ■ Ihere
was also a marked rise in other liabilities (other items in table 8) from FBu 1,
million to FBu 3,050 million. J ]>

In the first seven months of 1979 net foreign assets fell further to FBu 4,1
million while net claims on the Government doubled to FBu 2,522 million and other
domestic credit also rose sharply from FBu 4,851 million to FBu 7,397 million
The consequent rise in the money supply including.quasi-money was 11.2 per cent,

Burundi: Sable 8. Monetary survey. 1Q7S to 1Q7Q. (millions of Burundi francs)

End End *hd . End . July

1975 ^ J976 1977 1978 1979

Net foreign, asse-ts - 2 135 " 3 827 ?76O 6283 4 116
Domestic credit ^

Net claims on Government • 1 219 1 111 -j^g 1 236 2 S22
Claims on official entities 53 16 124 ^9 632
Cli

53 16 124 ^9 632

Claims on.private sector 997 1 518 1 887 4 492 6

ney '3 274
4 49 6 76S

274 4 957 7 838 8 823 9 643
-money ■ 128 165 396

Other items (net) j 001 - " 1 35O -, 683

SourCe! IMF' International Financial Statistics; Vol. XXXII No'. 10, October '1979,

9* Wages and prices

Consumer prices measured in Bujumbura increased 23-4 per cent in 1978 compared
with a rise of only 6.8 per cent in 1977- The increase was mainly felt at the end
oi the year with prices increasing by 12.5 per cent in fourth quarter.

After the major adjustments made in public sector wages in 1977, no new'
measures were taken in 1978. In 1979, however, an increase in housing allowances
was granted to public servants.

10- flnplo.ymen.t and unemployment

Most people in Burundi are self-employed in agriculture and do not depend on

?r£T \iVe^°d; ae main Pr°blem in the ™ral areas in underemployment
el of the family is exacerbated by a higher pressure of population



on the available cultiveable area. In the modern sector of the economy there is

an acute lack of qualified indigenous personnel. According to Bujumbura employment

exchange statistics, job offers in Jl9fQ were slightly greater than job requests

(7,999 against 7,689). The large number of new projects being developed has undoubtedly

increased the number of persons in wage employment the total being estimated at

93,133 in 1978, with 48.5 per cent working in the public sector.

11, Other social sectors

(a.) Education. 'The number of pupils and students increased in 1978, but
the enrolment ratio is still very low compared to other African countries and has

not progressed appreciably in the last ten years. For a population estimated at

3.9 million ±n 1978, the number of pupils enrolled in primary schools in 1978
was only 142,700 or only 14-3 per cent of the relevant age group. In 1968, the
enrolment ratio was 21 per cent and in 1965, 19-5 per cent. The picture must

however be corrected to take account of the "Tagamukana" schools run by the Catholic

Church and which enrol twice the number of pupils as the government schools. These

schools combine teaching of basic subjects twice a week and participation of

children in farm work. This model for schooling is being studied by the Government

within a-framework of a plan to reform schooling and adjust it to the needs of

the economy.

(*L) Health. Mortality and morbidity rates are high because of environmental

problems. There is a lack of clean piped water, refuse and sewage disposal systems

are virtually :ion-existent in the rural areas. Most illness is caused by infectious

diseases which could be reduced substantially using minimum hygienic methods.

Despite resource limitations continued efforts are being made to improve the health

situation. There are at present 143 health centres and 23 hospitals. To reduce

expenditure on drugs, a drug processing centre has been established which imports

medicine in bulk to package it for final use. This procedure has out costs

significantly.

B. MAJOR PROBLEMS

The total dependence of Burundi on coastal countries for the transport of

its exports and imports, and on a single product, coffee, as the major export revenue

earner, has been emphasised in 1978 and 1979. The fall in coffee prices has
reduced export earnings and difficulties over use of the Kigoma-Dar es Salaam rail

way have caused serious shortages of fuel, cement and other products.

Agriculture has a very low productivity and is facing serious problems arising

from high population densities, soil erosion, deforestation, inadequate use of

modern inputs and many other factors. Government efforts to raise productivity

and intensify agricultural techniques are commendable but understandably they

require time to secure quick impact despite the large number of projects in this

sector.

C. INTERNAL DEVELOPMENT POLICIES

Measures were taken to counteract the effects of supply crises both in 1978
and 1979. Rationing was introduced on both occasions and for oil products it was

lifted only at the beginning of August 1979. Efforts are continuing to diversify

exports and import routes bj making use of Mombasa and the transport links through

Kenya and Uganda. However, one solution to the transport problem lies in the

improvement of the railway Kigoma-Dar es Salaam and the enlargement of the effective

capacity of the port of Dar es Salaam. Burundi has been active in joining with

Tanzania to seek EEC aid for this purpose.
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Ihough coffee prices have fallen, the Government has kept the producer price

at its 1977 level. 'This has meant that the stabilization fund which intervenes

to regulate the coffee market has made payments but producers incomes have

increased and production has been stimulated.

As shown earlier investments and particularly public investments have been

greatly increased in recent years. The Government has managed to implement most

of the development plan programme.

D. PEUSPECTS

The transport crisis in the first half of 1979 has already been commented

upon and this has had some impaot on growth. Inflation has accelerated and the

oil price rises will have an important impact on the total cost of imports.

However production of coffee has increased in 1979 and in the second half of

the year prices had recovered to some extent from the low levels of late 1978/

early 1979.

For the year as a whole while certain modern sector projects and establishments

may have been hit in the first half of the year by supply shortages, the increase

in agricultural output and recovery in the second half of the year could mean

an overall growth rate a little lower than the 5.3 per cent recorded in 1978.
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CAPE VERDE

A. ECONOMIC AND SOCIAL DEVELOPMENT, 1978/79

!' Introduction

The economy of Cape Verde has been in recession alnost continuously since 1965

and since 1968 the country has suffered from drought interrupted occasionally by

violent rainstorms with falls in sor.c cases reaching 3OO kit. a day and causing soil

erosion on a massive scale.

According to ECA estimatese the average annual growth rate of GOP was negative

both in the period 1965-1977 and more recently in the period 1970-1977, recording

-1.1 per cent and -1.5 per cent respectively. Agriculture and industry were estimated

to have grown yearly at current prices from 1965-1977 by annual averages of 7.3 per

cent and»7.7 per cent respectively but lower growth rates of 5.9 and 5.3 respectively

ware recorded in 1977. The economy of Cape Verde is characterized by (a) a large but

declining share of services in the total GDP (63.5 per cent and 54.1 per cent in 1965

and 1977 respectively, (b) a poor infrastructure for agriculture and, (c) dependent

en a massive inflow of external aid and private transfers fron abroad.

An important element which continued to affect the performance of Cape Verde in

1978 was the 1977 drought which reduced agricultural output in real terms very severely

especially from the rain-fed fields. As a consequence, imports of food increased

substantially leading to a very large trade deficit. Similarly, unemployment, parti

cular^ in rural areas, reached high levels, thus impeding to some extent the efforts

being made under the emergency programme of 1977/1978 which laid the foundations for

basic structural changes in the economy.

Although the drought was less severe in 1978 than in 1977, Cape Verde is still

encountering serious food shortages in 1979 and massive aid is still required.

2. GDP by industrial origin

According to ECA estimates, GDP at current factor cost in 1977 amounted to

2,143.8 million escudos, of which agriculture represented 35.2 per cent, construction

4.4 per cent, other industry 2.9 per cent, commerce 39.8 per cent, transport and

communications 3.1 per cent and other services 14.6 per cent. At current prices GDP

at factor cost increased by 12.2 per cent between 1976 and 1977, manufactures electricity

and construction being the fastest growing sectors. However, the total share of these

sectors in total GDP is relatively small and the 1977 over-all growth rate originated'

mainly from commerce, agriculture and services.

Although comprehensive GDP data are not available from national sources, some

rough estimates show that GDP at current prices increased by about 15 per cent in 1978

with construction and transport growing by about 19 per cent and 20 per.cent respectively,
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Cape VGrde: Table 1. GDP by industrial origin, 1977 and IQ78

At current prices

Agriculture

Mining'and quarrying

Manufacturing

Electricity, gas and water

Construction

Commerce

Transport and communications
Other services

GDP at factor cost

755.0

6.7

39.2

17.0

94.5

852.5

67.0

0

1

0

39

3

.3

= 8

.8

o

.1 So 4

2 143.8 100.0

Sources: ECA estimates for 1977.

Government of Cape Verde estimates for I978.

Selected economic sectors

£> ^culture. In Cape Verde, the main food crops are maize and beans which
Tl <» "in-** fields- As for irrigated fields, they cover only about
hectares and here bananas and sugar-cane are grown. Only two islands (Santiago

and San Antao), which include 44 per cent of the land area and 63 per cent of the total
population, have any real agricultural possibilities; the remaining islands are
relatively poor and have very little rainfall.

.Cape Verde: Table 2. Cultivated land area and crops crrown in 1977 in hectares

Rain-fed fields

Maize and beans

Sweet potatoes

Coffee

Other crops

Irrigated lands

Sugar-cane

Banana

Cassava and sweet potatoes

Other crops

35

1

4

1

OOO

000

280

710

100

170

230

500

Source: A Producao Agricola Nacional - perspectives para 1977-78, Ministero de
Desenvolvimento rural (Direccao geral de Agricultura, Silvicultura e Pecuaria - Jullio
J^ if)*



For 1977, it is reported that, because of the severe drought that year, the

harvested crop from rain-watered fields was very small. While local production in

1977 was 2,000 tonnes and 240 tonnes for maize and beans respectively, the estimated

<femand in 1978 was 58,000 tonnes and 11,000 tonnes respectively, which means that

the local production of 1977 covered only 3.4 per cent and 2.2 per cent of the

respective domestic demand for maize and beans.

In 1978, the situation improved slightly since it rained in most of the islands

although not regularly, but the rainy season was particularly short. Therefore, the

harvested crop was far below the objective of the emergency programme of 1978. The

same situation seems to have prevailed in 1979.

As for animal husbandry, the situation in 1977 was particularly difficult and

it was necessary to import about 1,200 tonnes of food to foed the animals. Despite

these imports losses were substantial particularly of cattle. Thus the number of

cattle already small in 1976 compared to 1968 (15,000 and 41,800 respectively) dropped

once again. The Government is planning to concentrate cattle near the irrigated, areas

in order to reduce the losses during periods of drought and to encourage goat herding

because these animals are hardier and can survive more easily. By 1980, the number

of cattle is expected to be restored to the level of 1968 while for goats which were

estimated at 80,000 head in 1978 the number is expected to double.

Cape Verde: Table 3. Main crops, 1970, 1977 and 1978 (in tonnes)

1970 1977 a/ 1978 a/

Maize and beans 1 265 2 240 21 250

Cassava and potatoes 4 963 ... 16 00O

Bananas 8 371 ... 5 625

Sugar-cane ... 8 °62 ...

Source: Government of Cape Verde, Praia, October 1977.

a/ Estimates.

There are bilateral and multilateral projects aimed at increasing the area of

irrigated land. In the islands of Santiago, San Antao and San Nicolai programmes to

explore underground water resources are underway and it is expected that these resources

will make it possible to irrigate about 8,000 hectares in the island of Santiago.

(b) Fishing. The islands of Cape Verde have substantial potentialities for

fishing. The main fishing islands are Santiago (47 per cent of the fish caught),

San Vincente (14 per cent) and Fogo ((11 per cent).
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However,, there are still, many limitations to the growth of this sector- V

principally (a) the traditional methods still used by most off the fishermen' and,

(b) the relatively low level of domestic demand due to high prices. Hence fish

are not consumed by that 70 per cent of the population living away - from the coastal

areas. The annual potential has been estimated at 50,0O0 tonnes cf fish, 56,OOO

tonnes of tunny-fish and 1,800 tonnes of lobster, but the actual average annual catch

is only about 9,000 tonnes for all varieties. It should be noted that most of the

modern fishing enterprises which were Portuguese-owned left and took'their equipment

in 1976 after independence. . ;.

Cape Verde: Table 4. Fish catch, 1976 to 1978 (in tonnes)

1976 1977

January to June

' "1978

Using traditional methods

Using modern methods 3 902

8 331

848 57,1

Source: Cabo Verde, Boletim Trimestral de Estatistica 1977/2 trimestre 1978.

Since fish constitutes half of the exports of Cape Verde the Government, through

the national company for marketing and technical assistance is encouraging the production

of fish both by traditional and modern methods. Processing facilities are projected

to encourage this'development. AS an example, the only cold-storage industry (Fri-cap)

located in the island of San Vincente will have its capacity increased from 3,000 tonnes

to 9,000 tonnes in 1979.

(c) Mining. Salt and pozzolane are the only commercial mineral products of

Cape Verde. Salt is mainly produced in the islands of Sal and Maio and constitutes

about 18 per cent of total exports. Salt production increased substantially in 1977

and for 1978 it probably rose to 50,000 tonnes which represents a further increase of

about 60 per cent. The Government is planning foi* a production level of 300,000 tonnes

in the early 1980s taking into account the potential demand in the ECOWAS region and

particularly in Nigeria.

As for pozzolane, its production, mainly in the island of San Antao,has decreased

slightly, since independence but the Government, is planning to increase output because

of its use as a building material., This mineral may be needed for the implementation

of large dam projects in the Sahelian countries particularly in Senegal, the Gambia

and Mali. , .
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CapeVorde: Table 5. Mineral production, 1975 to 1978 (in tonnes)

Salt Pozzolane

1975

1976

1977

1978

20 941

13 701

31 317

50 000

1 184

789

940

Source: As table 4.

. (d) Manufacturing. The manufacturing sector in Cape Verde is, very weak since
its contribution to total GDP was only 1.8 per cent in 1977. It is composed mainly of
a cold-store for tunny-fish, bakeries and the production of alcoholic spirit from
sugar-cane. It should be noted that, because of the high level of demand of alcoholic
spirit, much of the new irrigated land is being used for the cultivation of sugar-cane

rather than other crops. The Government is vigorously trying to reverse this trend but

the tendency still remains.

cape Verde: Table.6. Production of selected manufactures, 1975 to 1973

1975 1976 1977 1978 a/

Tunny fish b/ (tonnes)

Biscuits (tonnes)

Spirits (thousand litres)

232.0

151,0

142.9

191.0

120.0

48.5

183.0

239.0

150.3

160.0

249.0

171.5

Source: Cabo Verde, Boletim trimestral de estatistica, 1975, 1976, 1977 and

trimestre 1978.

a/ Part estimated.

b/ Held in cold storage.

(e) Energy. All energy needs of Cape Verde are covered by oil imports either

directTy or through electricity generated from oil.

As for electricity, production fell in 1976 after the departure of the Portuguese

but it has since been increasing as the main present use of electricity is for household

consumption.



Cape Verde: Table 7. Imports of oil and production of electricity, 1975 to 1978

1975 1976 1977 197~a

anports of oil (tonnes) 23 403 22 837 25 749 17 358
Production of electricity (thousand kWh) 1 073 7 506 8 146 8 917

eme

Source: CaV Verde: Boletim Trimestral de Estatistica, 1975, 1976, 1977 and 2

tximestre 1978.

a/ Estimates.

(f) Construction. The construction sector, which includes public works for water
storage to help guard against future drought effects is growing rapidly. These^drought
control works which also include the building of irrigation pipes, galleries and wells
are mainly financed from the emergency programme. The Government of Cape Verde is using
food aid to finance most of its construction projects by utilising the Proceeds of the
sale of cereals and other food in this way. These products, were worth 84 millions of
escudos in 1976, 294 millions of escuclos in 1977 and 394 millions of escudos in 1978
and in 1978 they financed about one third of total public capital expenditure.

Because of the crucial shortage in housing, the Government is engaged in the
construction of these and other new buildings. Imports of cement which amounted to
only 13,074 tonnes in 1975 rose substantially to reach 20,295 tonnes m 1976 and
22,935 tonnes in 1977. In the first half-year of 1978, imports of cement were about
25 per cent higher than for the corresponding period in 1977.

(g) Transport. Cape Verde is developing rapidly its transport infrastructure which
becaust of its position as a group of islands must emphasize air and sea transportation.

After a . iarp decline in port activity in 1975 and 1976, both the goods
unloaded increased substantially particularly in 1978 because of the improvement of the
infrastructure of the port of Porto Grande in the island of San Vincente. As for air
traffic, it has increased continuously since 1975.. both the local and international

services.

Cape Verde: Table 8. Transport indicators, 1975 to 1978

Jan. to June

1975 1976 1977 1978

Ports

Goods loaded (thousand tonnes) 20.0 17.8 27O5 66.4
Goods unloaded » » 145-5 162.0 200.0 159.4

Airports - internal flights

Passengers handled (thousand) 17.4 17.4 25.1 34.0

..eme

Source: Cabo Verde Boietin Trimestral de Estatistica: 1975, 1976, 1977 and

2 trimestre 1978.
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4. Expenditure and GDP

ECA estimates of domestic expenditure in 1977 show that total expenditure is much

more than GDP and depends heavily on external aid and private transfers from abroad.

With income from other family members abroad being received by households in the islands

their total consumption expenditure plus that of the Government is much higher than the

total GDP. Investment expenditure as well as the net deficit in revenue are paid for

out of the foreign resource inflow.

Total consumption for 1965 to 1977 was 27 per cent more than GDP with private

consumption alone equal to 96 per cent of the GDP generated in the islands. The

marginal propensity to import is very high (more than 65 per cent according to regression

analysis and based on the difficult years 1965 to 1977). For investment, because of the

emergency progransne financed from foreign aid, the total increased by 51.8 per cent in

1977 at current prices and further by 150 per cent in 1978.

Cape Verde: Table 9. Expenditure and GDP, 1975 to 1977 (millions of escudos)

At current prices

Private consumption

Public consumption

Gross fixed capital

formation

Increase in stocks

Domestic expenditure

Exports less imports of

goods and services

GDP at market prices

1975

Value

Per

of

cent

GDP

1976

Value

Per

of

cent

GDP

1977

Value

Per

of

cent

GDP

1 500.0

528.0

216.6

43.4

92.7

32.6

13.4

2.7

2 000.0

630.0

249.7

50.3

98.5

31.0

12.3

2,5

2 209.0

677.3

379.1

58.9

96.8

29.7

16.6

2.6

2 288

-670

.0

.0

141.

-41.

4

4

2 930.

-900.

0

0

144.

-44.

3

3

3

-1

324

042

.3

,8

145.

-45.

7

7 .

1 618 1OO.O 2 030.0 1OO-O 2 281,5 100.0

Source: EGA estimates. '

5. External trade and balance of payments

External trade is characterized by a very large trade deficit due to the very high

level of imports particularly imports of food and to the low share of exports in total

GDP. Imports of food represented 43.8 per cent of total merchandise in 1975, 27.8 per

cent in 1976, 34.4 per cent in 1977 and, because of the 1977 drought, 51.4 per cent in

1978. They totalled 110,500 tonnes in 1978 valued at 980.7 million escudos.
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As for exports these decreased by 11.6 per cent from 1977 to 1978 after recording

a rise of 55.2 per cent in 1977. The fall in 1978 was mainly due to a poor performance
of agricultural export crops.

The country's external trade deficit widened substantially in 1977 and 1978, but

because of the receipt of the large remittances from workers abroad and foreign aid
the Cape Verde had an over-all positive balance of payments in 1977. In 1978, some

reduction in the net transfers from abroad led to a small deficit in the balance of
payments.

Cape Verde:. Table Id. External trade and balance of payments,

(millions of escudos)
1975 to 1978

1975 1976 1977 1978

External trade

Exports

Imports

Trade deficit

Balance Of payments

Goo3s-and services (net) ~

Net transfers (public and private)

Capital

Reserves and related items

61.3

1 010.8

48.

911.

0

4 1

74

284

.5

.8 1

65.

908.

9

3

949.5 863.4 1 210.3 1 842.4

-628.0

531.0

217.0

-120.0

-1 106.0

950.0

562.0

-406.0

-1

1

306.0

444.0

340.0

-478.0

-2

1

000.0 a/

647.0

266.0 b/

87.0 .

Source: Cape Verde: Boletim Trimestral de Estatistica; 1975, 1976, 1977, 1978.
Banco do Cabo Verde.

a/ Rough estimates only,

b/ Balancing item.

6. Government revenue and expenditure

Domestic production declined substantially in 1977 and consequently, government

current revenue from domestic sources decreased in 1978. While domestic revenue collected

in 1977 was 536 million escudos, it fell to 5OO million escudos in 1978 which corresponds

to a drop of about 6.7 per cent. The budget for 1979 projects domestic, revenue at 532

million escudos which is still below the level of 1977. . . ";

The foreign aid inflow is substantial and the budgets for 1977 and 1978 had projected

totals of 645 million escudos and 1,160 million escudos respectively. The actual figure

for 1978 may have been less than 1,160 million escudos judging from the balance ..of

payments data given in table 10 but it was nevertheless substantial.

Although no statistics have been published in 1978 and 1979 about the breakdown of

total expenditure and its financing, it is reasonable to assume that given the planned

level of total expenditure in 1978 (1,666 million escudos) and 1979 (2,530 million escudos),

foreign aid was used to finance the current budget deficit and for capital expenditure.

The foreign aid required in 1979 was estimated at 1,998 million escudos.



7. Wages and prices

In 1977, monthly average wages varied from 1,040.6 escudos for a labourer to

5,883.3 escudos for a mechanical engineering technician. However, these wages vary

widely depending on the islands, the highest wages being in Praia, the capital, and

at San Vincente where the international port of Porto Grande is located.

Statistics on retail prices indicate that in the city of Praia there has been a

rise in prices of 55 per cent between the second quarters of 1977 and 1978, the main

reason being the sharp increase in the prices of food items.

8. ..Employment and unemployment

Unemployment is very high in Cape Verde particularly in those islands which lack

natural resources. This phenomenon has been the major reason for the emigration which

has occurred to the United States, Portugal, other European countries and Senegal.

Since a large proportion of the active population is working in agriculture, the

frequent droughts lead to massive enforced unemployment in this sector. The Government,

through its.emergency programmes in 1977 and 1978, created 15,890 and 16,800 jobs

jres^ectively^ and iliis has improved substantially the general employment situation in

_the islands. Apart from arouse ^lief works the Government is also engaged in a

project aimed at creating in the island of San Vincente a ship repair base. A population
census in 1979 was designed to throw more light on those activities engaging the active

population.

9. Other social sectors

(a) Education. No information on education has been published in Cape Verde since

independence in 1975. The enrolment rate in primary education is now thought to be

better than that of 55 per cent for 1974/75.

(b) Health. Although Cape Verde is receiving massive assistance from a large number

of countries and international organizations, infant mortality is still very high. In

the second quarter of 1978, it was reported that 44 per cent of the deaths concerned

children under 4 years. The main causes were pneumonia and malnutrition.

B. MAJOR PROBLEMS

As for many other drought-prone areas, one major problem of Cape Verde remains

its dependence on weather fluctuations which make it difficult for the country to achieve

the objective of food self-sufficiency. The Government of Cape Verde is aware of this

difficulty and has launched both short-term and long-term programmes to overcome it

including the massive drought-relief projects mentioned earlier.

Another major problem of Capo Verde is its inability to take advantage of all the

potentialities that exist, arising from its geographic position, in the fishing and

transport sectors. Its economy remains heavily dependant on foreign aid and workers'
remittances. Here again, the Government is engaged in major structural changes aimed

at diversifying the economy.

Finally, Cape Verde suffers also from the lack of qualified people to manage the

economy and to implement all the projects of the emergency programmes. In the past

skilled workers have t^grated to work abroad. However, more recently it has been shown

that some of these skilled people are returning to the country in connexion with the
large numbers of bilate^i or T^ltilateral project^ currently being developed.
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C. INTERNAL DEVELOPMENT POLICIES

Since independence in 1975, the Government of Cape Verde has concentrated its

efforts on increasing water supplies especially the tapping of underground water and
in launching programmes to preserve rain-water and to stop soil erosion. In this

respect, the emergency programmes of 1976, 1977 and 1978 included many drought-control
vorks in the islands of Fogo, Santiago and San Antao.

For the longer term, the iovernnient is planning to increase the irrigated area

from 2,000 hectares in 1978 to 10,000 hectares in the year 2CC0. Also, in order to
diversify the country's activities, it is intended in the next development plan under
discussion, (a) to use more of the fishing potential of the islands; (b) to improve
the ability of the country to service the very heavy shipping traffic of the Atlantic
Ocean between the African and the American coasts.

D. PROSPECTS FOR 1979 AND 1980

Although the prospects based on historical trends would indicate that Cape Verde

might continue to grow at a very slow rate of only 2.2 per cent a year even vith foreign
resources financing 44 per cent of GDP, the on-going structural transformations will

probably reverse thit. tendency and lead to aii average annual growth of 4 to 4.5 per cent
in the 1980s with agriculture performing much better than in the past. For 1979 and

1380 the high level of expenditure on construction projects of all kinds could lead to
relatively high rates of growth.
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CENTRAL AFRICAN REPUBLIC

A. ECONOMIC AND SOCIAL DEVELOPMENT, 1978/79

1» Introduction -•

GDP declined slightly in 1973 following a fall of cotton production, the very small

growth of food production and stagnation in manufacturing output. The construction

sector which had shown strong growth in 1977 because of important public works, experi

enced a net fall in value added, and in general the investment level in the economy was

very low. According to estimates made by the Ministry of Planning, DPI a/ fell by 0,2
per cent compared to the increase of 8.1 per cent obtained in 1977*

The unfavourable results observed in the production section in 1973, were associated

with adverse developments in the international price of coffee which fell sharply from

its exceptionally high level of 1976-1977. Combined with the lower production of cotton,

as well as lower diamond production and continuing difficulties on the market for tropical

timbers, exports fell and the balance of payments deficit worsened considerably. There

were problems in financing the budget and the Government had to call for taxes in advance

to cover current expenditures. Inflation remained high, and the consumer index for

Bangui rose by more than 11 per cent.

Prospects for 1979 are not bright. The past deterioration of a large part of the

road system is still weighing heavily on key sectors of the economy like export agri

culture and timber felling. The budget deficit makes is difficult to supply funds

necessary for farmers inputs such as pesticides and fertilizers, while producers' prices

remain too "low, chiefly in the case of cotton, to stimulate output. Foreign investment
is at a very low level in absolute terms, far from what is necessary to achieve a

reasonable growth rate. In these conditions, a further decline of GDP is probable in

1979. Later on a recovery of the economy could occur in 1930, but the result will be far

from the objectives set in the current 1976-1930 development plan period.

2. GDP by industrial origin

Complete national accounts have not been published since 1977, and available

figures are estimates based on sectoral indicators. They however show an overall growth

of the economy of 12 per cent since 1971i but little change in its structure. Compared

to 1975 for example, GDP structure in 1973 shows 40.2 per cent from agriculture (42.4 per
cent in 1975), 2.7 per cent from mining (3.2 per cent in 1975), 11.0 per cent from
manufacturing (10.1 per cent in 1975), 5.7 per cent in construction (4.3 per Cent in 1975)?
and 27.3 per cent from commerce (25.9 per cent in 1975). There had been thus a slight
increase in the shares of manufacturing and commerce at the expense of agriculture but

the magniture of these changes is small.

a/ DPI (Domestic Product of Industries) is equal to GDP less administration,

households and import taxes.
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Central African Republic: Table 1. DPI-'by industrial origin, 1975 to 1978
(billions of CFA francs)

At 1967 prices

Agriculture, forestry r, fishing

"Ulining "

Manufacturing

Electricity and water

-• Construction ,

Commerce

SVansporVt and: communication

OtHer Services

Total

Source: CAR: Ministry of

1975

13.5

Io4

4.4

0o7

2O1 •

11.3

■ ■ ■ i,,2-

4.0

43-6

Planningo

1976

19a

1.2

4,5

' 0.7

2.4

.12.3

1*2

4.1

45.5

1977

19.8

1.2

5O2

on8

3.1

13.4

1-3

4.3

' 49U

1978

19*7

1-2

. 5.4

0e8

. 2.8

13.4

1.3

4.4

49.0

a/ DPI (Domestic Product of Industries) is equal to GDP less administration,

households and import taxesr ,

For 1978 compared to 1977 the data show stagnation or decline in agriculture and

construction with the greatest decline in construction where value added is estimated
to have fallen by 10 per cent in real terms* As an exception manufacturing production

increased by a modest 3->8 per cent, and there is a virtually no growth of electricity

consumption* Commerce and transport show no growth in 1970 while there is a small rise

in other services-

3« Selected economic se_ctors

(a) Agriculture and livestocks The main food crops are cassava, maize, sorghum, and
groundnuts; Generally speaking conditions are favourable for agriculture, with good
soils and abundant water suppliesc ' But techniques are still inefficient and yields are

consequently very low, though this is not true for cassava for which high yields can be
obtained,, With little technical progress the "main determinants of production are the
weather and available manpower<T Luring the.1977-1973 season climatic conditions were

not particularly favourable and there was a poor overall distribution of rainfall. Figures
from'the Ministry of Agriculture show declines in the production of cereals and groundnuts,
but cassava production was not affected. This is in fact a common pattern, farmers, drawing

more on.cassava during bad crop years because the roots can stay several years in the
ground without being harvested* Judging from the evolution of the cultivated area, over

all food crop production may have fallen by around 1 per centr



For. cotton, the most important cash cropj results have been poor, since production

fell to 28f120 tonnes against 4l,O4l tonnes in 1976-1977. This large fall (31 per cent)
was the result of many factors among them the bad weather which prevailed in 1977/70.
But other causes have to be taken into account, among them the bad state of the roads,

lack of funds to provide fertilizers and pesticides and delays in the marketing, of the

crop and the low producer price. During 1977/7S the price for cotton was CFA francs 50

per kg#, unchanged, from previous year, or only twice the price paid in 1970 since when

prices paid by tfce farmers for manufactured goods have at least tripled. If one takes

into account that cotton is the crop which requires the greatest amount of work from the

peasant, it seems clear that the crop is becoming more unprofitable for the grower. In

the event, data show a continuous decline per hectare. Production has declined since

1970 when it reached its highest level ever of 54*000 tonnes.

Coffee production was about the same level of 1976/77, 14,765 tonnes in 1977/78
against 14,506 tonnes in 1976/77. With higher prices in 1976 and 1977, new plantations
have been started and production should increase in the future.

Tobacco production which had been growing regularly, fell to 1,972 tonnes in 1978

against 2,753 tonnes in 1978 because of the closure of a thecnical assistance project

which had been helping tobacco farmers.

Current data on agriculture production for the season 1978-1979 ohowa slight increase

in cultivated areas of around 1 per cent, as well as a general improvement in production

figures except for cassava. Food production has increased in response to the better

weather observed during the growing season. For cash crops, cotton production has

recovered to some extent while coffee production has increased slightly. But the over—all

improvement in agricultural production has remained fai*rly limited.

Animal husbandry does not play a large role in agriculture. Farmers keep mainly

goato and poultry, cattle being tended by nomads, most of whom have migrated from

Cameroon and Chad, Available figures, give a total of 1,124,000 head of cattle in 1977,

75,000 head of cheep , 800,000 goats, 265,000 pigs, and 1,400 000 poultry.

Central African Republic: Table 2. Agricultural production 1975/76 to 1978/79
(in thousand tonnes)

1975/76 1976/77 1977/78 1978/79

Food crop

1Or t-> 91.87 90.37 103.88
Cereals 105.13

Cassava ... 277.47 286.07 271.93
Groundnuts 132,43 115.33 88.24 101.02

Sesame 9-50 . 9.56 10*84 8.18

Commercial crops

Cotton ' 33.13 41.04 28.12 32.11
Coffee 14.16 14.51 14.77 15.18
Tobacco 1.87 . 2.44 1.75 1.97
Logs (thousand m3) 321.4 441.7 505.8 591.0

Source: Central African Republic: Ministry of Agriculture.
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Forestry. Forest resources are considerable. There are a total of 3,415,000 ha
of forests of which 2,715,000 ha are exploitable. According to the latest information,
tne exploited area in 1970was higher than in 1977 because of some recovery in the inter
national demand for timber <.

In 1970, the total volume of timber felled increased by l6.G per cent, but remained
uncer the production obtained in 1974 (l91f000 m3 against 670,607 m3). Despite the
increase in the volume of felled, timber, exports of wood as logs or sawnwood fell slightly
in 197u, Transport difficulties have played a significant role in limiting the growth of
exports. In 1979, prospects are good because de production capacity of the wood industry
will be significantly increased as a new industrial complex will enter into production
w£ile a sawnill complex is being modernized,

(c) Mining. Production is still limited to diamonds, but other important minerals
have been found, most notably uranium. In 1973, diamond production fell from 296,000
caracts to 204,200 caracts, but prices increased so that export revenue increased,, The
fall of production may be due to the high level of tax imposed by the Government.

The uranium deposit at Bakouma lias been known since 1955 and studies are still
continuing on the profitably ox exploitation. A society "Uranium Central African" has
been created and present studies indicate that a production of Q0 tonnes per year could
be feasable.

Research is continuing on other minerals in the country most notably iron ore.
copper ore, oil and limestone* 4 ".

(d) Energy; The main sources of primary energy are hydro-electric power, impprt,ed
oil, and firewood. Vlood is used as a fuel source by more than 90 per cent of the people.
In 197o, electricity consumption increased by J.3 per cent compared with a rise, of*9.2 per
cent in 1977. during the year the. national electric company acquired new generators as
replacements but the capacity did. not change and remained at 31 Mt'I. A inajor problem facin"
the electricity authority is tlje* non-payn-nt of bills by consumers of electricity. By the**
end of 1970, the electric cor.raany 'was owed a total of CFA francs 2.5 billion which should
have been used for maintenance and new acquisitions. Total consumption of oil products
increased sharply, by 11.6 :per-cent in 1973 against the modest 2.5 per cent observed in
1977.

(e) Manufacturing. Value added increased by 4 per cent in 1970 measured at 196?
prices^ This modest result is due to the smaller amount of cotton being processed in the
year, the growth in non-cotton-processing industries being estimated at'around 7 per cent.
The sector remains small and is'dominated by wood processing industries, cotton processing,
and the food and drink industry* As already indicated? sawn wood'production declined !
slightly in 1978. In contract beer production grew by 19 per cent, even after the rice of
40 per cent recorded in 1977 which was exceptional because of the coronation festivities.
In the textile industry, the lower production of cotton and the antiquated nature-of some
of the equipment has hampered production. Output which reached 4,496,000 metres in 1977
was only 2,107,000 metres for the first seven wonthe of 1970, Production of cigarettes
has stagnated, but production of cigars in the new factory which-started production■in
1977, has increased to 21,104,000 cigars in 1970-against 9,4l3 000 in 1977.

The -most import-ant- investmenta carried out during the year have been in the wood

processing industry with the-.completion of a new production unit and the modernization
of others.



For the year 1973 investments are estimated at 2«5 billion CFA francs with 55 per

cent in the wood--related sectoru For 1979 a number of projects are due to be started or

are under ^t-.:uy8 The i.iost important are for a hides and Giving factory costing GFAG 600

Million, a csnent factory uit!i a capacity of C0,000 tonnes at a cost between CFAF 2.5

billion and 3 billion, a cassava A"lour unit with a capacity of 12,000 tonnes costing

CFAF 1.6 billion and a soft drinks factory for 70,000 hi. at a coot of CFAF 300 billion.

The financing of the soft drinks factory is already assured but for most of the other

projects it wa.o ccill beinrr sought as this survey was prepared,,

Central African Republic; Tablre 3o Indicators of industrial activity 1975 to 197G

1975

Diamonds (thousand carats) 330J

Electricity concuned (thousand Itflh) 44 997

Oil products consumed (nt^) 62 424

Sawn wood (n3) 72-440

Plywood (eP) ao.

Beer (thousand hi) t,e9

45

49

75

1

1975

'zC6,o

014

923

163

442

144..I ■

*

49

51

90

3

1977

296.9

154

655

273

075

202 a

51

57

■ 89

5

197S

204.2

772

112

450

net—,

241,3

Source; Central African Republic : Ministry of Planning. Central African

Republic: Monthly Bulletin of Statistics.

Construction, Output declined by 0 per cent in 1970 compared to 1977- This

was due to the end of the prefabricated houses programme and to a lower level of

industrial investments., but despite this fall, activity in road construction and other

public works was high and the; amount invested on these sectors rose by 29 per cent*

(fi) Transport3 Traffic is growing with Cexieroon but part of this growth is because
of the increasing difficulties experienced in carrying out goods through Congo, the

traditional transport route for the Central African Republic. At the same time traffic

lias declined so^ouluiv .d-th Chad because of the security situation in that country„

The Uinictry of Planning indicates a Mali growth of total road traffic since 1975,

the tonnage reaching 136,000 tonnes in 1970 against 103,GOO-tonnes in 1975, which is '

equivalent to a growth of 9>3 per cent per year. In 1970 itself little growth is shown.

This latter fact is probably due to tl:e poor state of the roadsj the high cost of

transport, and the slowdown of the economy. The work on the maintenance of roads and the

construction of new ones has however- taken a turn for the better> Several roads are

being asphalted with the projects due to be: completed in the near future* In Afril 1977,

bilateral aid donors and the EEC decided to assist with a road maintenance programme

which is now being iuplsuentecL

Traffic on the Uiver Bangui which is the m.in supply route, declined in 1970, by 22

per cent. This is a continuation of a trend observed in recent years* The quantity

carrier: out in 1970 is only 63^5 per cent of what was handled in 1373/ while the traffic

of the national water transport agency has declined by 40 per cent, with a traffic loss

of almost 100-COO tonnes.
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Air traffic has evolved favourably, the nunber of passengers handled increasing by

34•4 per cent in 1970 £.nd the quantity of goods transported by 200 per cent.

4* Expenditure and the G.JP

The latest available estimates on expenditure date back to 1970. Very rough

estiiaates for 1970 compared to 1970 chow a somewhat higher requirements for external

resources of 0.6 per cent in 1979 compared to 6.0 per cent, an increase of the share

of private consumption fro:;i 69.5 per cent of G7JP in 1970 to Gi.4 per cent in 1970, while

public consumption though increasing considerably in absolute terns takes a reduced

proportion of GDP falling from 19»1 per cent in 1970 to lS.O per cent in 1979. The '

largest fail is in the proportion of GDP going on investment to 11.3 per cent in 1970

fron 10.2 per cent in 1970. This is unfortunate since it leads to costraining growth of

productive capacity. In 1970, the total amount invested under the 1976—1900 plan, fell

from CFAF 11,SCO nillion to CFAF 10,134 million.

ijouestic savings amounted in 1970 to only 2.6 per cent of GDP, but this extremely

snail proportion of GUP by African standards was able to finance 23*3 per cent of invest

ment. In 1970, the proportion of domestic savings had been 11.3 per cent of GDP,

contributing 62.2 per cent of capital formation.

5* E;:pernal trade and the balance of payments

The estimation Of total trade flows is difficult because official customs statistics

are thought to greatly understate these flows. However, in 1970 exports have dropped

because of lower prices for coffee and lower cotton production, and imports fell as

economic activity returned to a more nornal level after the special requirements in 1977*

Thus according to customs data the trade surplus fell fron CFAF 4.5 billion in 1977 to

CFAF 3»4 million in 1970* The balance of payments shows a continuing high level of
deficit on goods and services account, the totals being minus GFAF 12.14 billion in 1977

and uinus CFAF 10.67 billion in 1970.

There is a substantial inflow of net transfers (aid receipts) for the Government and

this inflow covered most of the deficit for goods and services in both 1977 and 1970.

The snailer capital inflow laore than covered the remaining deficit in 1977 but in 1970
there was a small decrease in international reserves of CFAF 1 billion sufficient to mean

that net foreign assets fell to minus CFAF 2.47 billion.

6. Development aid and the external debt

The total transfers and long—term capital flows in the balance of payments, give an

estimate of the total foreign resources received by the country. I3ata shou that after

falling in 1977, there was an increased inflow in 1970. The net totals were CFAF 13.59
billion in 1976, CFAF 11.10 billion in 1977 and CFAF 12.21 billion in 1970. As shown in

table 4 below most funds received are as net transfers to the Government which means

grants play a much higher part in the aid inflow than capital.

^Jit'i such a high proportion of grants in the aid inflow and much of the balance in

the fora of solft loans, servicing the external debt is not a probleu in the Central

African Ueoublic.
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Central African Republic: Table 4O External trade and balance of payments 1975 to 1970
(billion of CFA francs) " ■-

External trade

Exports

Imports

Balance

Balance of payments

Goods and services (net)

Private transfers (net)

Government transfers (net)

Capital

Reserves and related items

Errors and omissions

1975

ioai

14.61

•4.50

-0,36

GO64

7»31

-0,15

0.81

1976 1977

14*00

13.16
20.03

+0oC4

-0*67

0,29

9.70

2.0G

-3o60

OO29

+4.49

-12.14

3.73

-1.30
2,30

1970

16.1G

12.77

+3.41

-10.67

-0.41

3.71
2,39
1.00

-1.02

^ ILIF, Inter::atjonal Financial Statistics, Vol. XXXII, No. 10, October 1979,

7» Government revenue and expenditure

The Central African Republic has been experiencing difficulties in financing its

budget for some time nown In 197G, a budget was introduced which projected a deficit of

CFAF [{ billion. Receipts were estimated pt CFAF 21.7 million against 22,0 billion in 1977
or 4.0 per cent U.3, while expenditure wt.^ raised from CFAF 22,G billion in 1977 to
26.7 billion.

Lost of tbo increar^ in 1970 vac in the capital budget with expenditure rising to

CFAF 7 billion against only Aaj billion in 1977* Current expenditure rose by only 7 per
cent from CFAF lCo4 billion to CFAF 19Q7 billion.

According to the 1979 estimates, the level of the budget will increase by only 1.9

per cent since total expenditure will grow to CFAF 27.2 billion, Uhile ordinary

expenditure was to grow by 12O2 per cent, capital expenditure was to be reduced to

CFAF J,l billion, reversing the trend set in 1978c The budget has been presented in

equilibrium, receipts being equal to expenditure, but a loan of CFAF 5 billion has been
shown in receipts.

The monetary aggregates in the next section show that net claims on the Government
by the banking system have risen in each year 19713 to 197$ with the increases of CFAF 1.05

billion in 1977 and CFAF 1D21 billion in 197G suggesting that the extent of deficit

financing lias not been particularly marked,, There was little increase in these claims
between December 1$7G and Llay 1979«



8. Money and banking

• w! ^1 fr^ aSGets in both 1977 ** 1970 "»' accompanied by increases
xn both net claims on the Government and domestic credit <-o the private -e.-tor The no-t
significant increase was in claims on the private sector of 23o8" per cent fror/cFAF 14.73
billion at December 1977 to CFAF lO924 at December 197GC

I-Ioney supply including quasi-money rose by SS per cent in 1977 and a further 9.0
per cent xn 1970, rates of increase which were very moderate compared with many other
Afrxcan countries,, *

In the first five months of 1979 uoney supply rose much more rabidly with a growth
of 11.4 per cent whica if continued would greatly accentuate inflaionary pressures in the
countj7v %

Central African Republic: Table 5. Monetary survey, 1975 to 1979 (billion of CFA francs)

End End End End May

"~" _L975_ ™J2?7 1970 1979
Net foreign assets -4o0l 0oQ2 ~l tL _? In -i' n

Domestic credit

Net claims on Government 9,03 9,72 10,77 11.98 12,09

Claims on private sector 13,47 12,06 14.73 10.24 18.62

UonQy 12*27 17,07 I0o20 2O«52 23.40

Quasi-money ' **4l 2O27 2C29 1.99 la60
Other items (net) ' 4o0l 4dj 3,07 5,20 3.50

3ource! BiFf International Fxnancxai statistics; Vol. XXXII, No, 10, October 1979.

9* Wages and prices

According to the consumer prices index in Bangui, prices rose in 1970 by 11.0 per
cent compared with 9.5 per cent in 1977. In 1979 the rate of inflation seems to be
increasing as the index rose by 11,2 per cent between December 1970 and I..ay 1979. !7hole-

?S? prJCe? Ilave alco increased rising by 11.9 per cent in 1970 against" 10.6 per cent in
W/. A similar trend to consumer prices is apparent in wholesale prices in 1979.

10. Employment and unemployment

Persons in wage employment form only a small proportion of the total active popu^a-
txonj around 6 per cent according to the Uinictry of Plnming. These employees are in
three maxn groupc; public employees fonnins 35 per cent of the total number, private sector
employees, b4 per cent and domestic servants, 11 per cent. There are no global figures
tor lV7o, but xncixcators are that the number of employees in the private sector is not
growing as fast as population. But on the other hand, the number*of Government employees
is increasing rapidly. Between June and October 1970 the number of Government employees
xncreasea by bd per cent, after a 1GB2 per cent increaoe between June 1977 and June 1970u

nnZ' Y£§5 era?l°ynent waG about 31,000 in 1976 £.nd may have been higher at about
jj,000 xn 1970.
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Unemployment data are available only for the capital Bangui. According to the

labour exchange data, there has been no discernible increase in the number of unemployed
peoples In fact the situation appears to have improved if compared to 1976 because of a
large increase in job offers,

11, Other social sectors

(a) Education. In 1978 the total enrolment excluding higer education, reached

267,633. a rise of 3,4 per cent over 1977. The number of pupils in primary schools at
242fC00 was 43 per cent of the children in the appropriate age group. Despite the growth

of the school population (6 per cent an average since 1976), pupils in general secondary

education were equal to only 9.3 per cent of the total in primary schools. There were

l,40u students at university. In 1973, the proportion of pupils passing from primary to

secondary schools was 27c5 per cent of those sitting the examination for selection.

Several education reforms were started in 1970, including the transformation of

primary schools so that those who cannot continue their studies beyond the primary stage

can be made ready for work in their ovm environment.

(b) Health. There are no recent statistics" on the number of doctors, paramedical

personnel and the availability of beds. The health-situation is characterized by the

prevalence of infectious and other" epidemic diseases due to the unsanitary environment and

above all the fact that access to clean water is very limited, A large part of health

services activity is in the prevention of disease through the systematic checking of the

population. From August to December 1977 for example, 1,450,883 persons or roughly two-
thirds of the population had been examined. Among these, 178 229 were vaccinated,

B, LIAJOR FRCBLELZ;

The Central African Republic is one of the countries classed as least-developed and

its growth -ate although satisfactorily in 1977 is generally only very moderate in relation

to what is required. Ac land-locked country of large area the transport system and links

with coastal states are crucial but here there was a very unsatisfactory situation up to

1977 and probably extending into 1973 when movement of goods was hampered by the poor

state of the roads within the country and disruptions in the link through the Congo„

Cotton is a crop grown commercially by many peasant farmersB The conditions for

growth, marketing etc., are such that there lias been a general decline in output since

1970 which needs to be tackled by a more vigorous policy of adequate incentives.

There is still a shortage of indigenous trainee and experienced personnel to fill

many professional and middle-level posts and while education enrolments have been

increasing there is still much to be done at secondary and higher levels.
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c. iirrisiiHAL detelorisiit policies

Steps were taken in 1977 to set up an organzation to deal with the problems of ^
repairing the road system; in the current development plan a number of important roaa
projects were also embarked upon but the poor rate of growth in the economy is stxll

influenced by transport problems.

The current plan Mac intended to accelerate growth but its rate of implementation
lias been disappointing. Steps were taken in 1973 to speed up public sector investment
by raising the capital budget quite substantially but it still looks as if the outcome
of the plan to 1900 will be to below what was projected. In 1979 steps were taken to
improve the management of the public corporations and a decision lias been taken to turn

them over to private ownership.

D. PROSPECTS FOR 1979 AID 19^0 . .

The current plan projects an increase of GDP ia 1979 compared to 197C amounting to
l«.l per cent at constant prices. In fact effective growth will be-much lower. This is
because of the slow-growth of food production while the improvement in cotton production
will not be as uuch as hoped for. The rate of investment in the economy as a whole is
still too low to reach the projected growth rates. However, the increase m processing

capacity in the timber industry should help the overall growth in the economy.

For 19G0 the position is uncertain but with reasonable weather conditions come

improvement in agricultural output is probable while there should be further gains from

the timber industry.
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THE COMOROS

JT, 1978-1979

The economy was "badly affected "by the upheavals marking the post-independenoe

period between 1975 and 1978. YJhile GDP increased "by an average of 1.8 per cent

per year in 1970-1975, it declined sharply afterwards. According to the estimates

available, over-all GDP for the period 1970-1977 decreased "by 0.3 per cent while

GDP per head decreased "by 3.5 per cent per year. In 1978, with the change of

Government in the islands, the return of internal stability and the-resumption

of international assistance, steps were taken to rehabilitiate the economy. . Exports

have recovered strongly compared to 1977? and foreign assets have increased, so

that the deterioration in the economy since 1975 has been halted, although inflation

has canrtinu&d at a high level, judging from the data on monetary expansion. No

production figures are available for 1979- Co-operation agreements have been

signed, most notably with France, and substantial aid obtained from-Arab countries-.-

2. 'GDF""5v""ihdustrial origin

.. The mast.recent official figures date from 1975? *>ut no major changes,in

the economic structure have occurred since that time. The economy is dominated -

by agriculture, which is based on the cultivation of a small number of export

crops, the most important of which is copra. In 1975) agriculture contribute^

41.7 per cent of GDP at factor cost, and its share in GDP may have increased because

of the stagnation or decline of the other sectors. Industry contributed 23.1 per

cent of GDP in 1975, most of it taking the form of construction, while the share

of manufacturing was small, accounting for a mere 8 per cent of GDP. The share

of services in GDP was high at 43.2 per cent 5 indirect taxes accounted for- 9.4 per

cent.

The Comoros) Table 1. GDP by industrial origin (1975 prices) (millions of CPA francs)

1970 Percentage 1975 Percentage

Agriculture

Industry

Trade

Transport

Public services

Other services

GDP at constant

Indirect taxes 1

of subsidies

5
3

3

1

prices 13

aet

1

GDP at factor cost 12

Sources Official

127

275
048

188

282

845
766

182

584

data.

40.7
24.0

24.2

1.5
10.2

6.7
109.4

9.4

100.0

15

1

13

718

171

847
30

141

904
011

289
722

41.7
23.1
28.0

0.2

8,3
6.6

109.4

9.4
100.0
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The ECA guess estimates of GDP for the years following 1975 show an increase

in the share of agriculture from 45.4 por cent of GDP at factor cost in 1975 to

51.3 per cent in 1973. The share of the industrial sector remained unchanged at

20 per cent of GDP, while the share of services declined from 34-5 per cent to

28.6 per cent, chiefly "because of the fall in the share of public administration

value added from 7-3 per cent, in 1975 to only 3 per cent in 1378. For 1978 itself

the estimates recorded an over-all rate of growth of 1.9 per cent for GDP at

constant factor cost, with agriculture"growing by 1.7 per cent. Public

administration registered a large increase following' the change of Government,

3. Selected economic sectors

(a} Agriculture and fisheries. About 80 per cent of the active population
depends.on agriculture which is based on the cultivation of a few export crops.

Food production satisfies only 50 per cent of domestic demand. In recent years,

the food deficit has worsened despite Government efforts to increase food production.

The Comoros: Table 2. Agricultural exports (tonnes)

Ylant ylang

Copra

Cloves

Vanilla

Coffee ■

Sources

1970

71

4 371

277

144

103

Customs, Moroni,

1975

60

1 260

562

211

61

Comoros.

1976 '

73

2 323

850

124

32

1977

60

1 317
220

230

18

1978

60

2 060

392

117
60

]Iixport crops have been subject to wide fluctuations. The volume of exports

in 1978 shows a substantial decline compared with the levels attained in 1970 and

1975» The volume of exports of copra, which is the most important export crop,

declined from 4,371 tonnes in 1970 to 2?O60 tonnes in 1976. Eelative to 1975,

copra production has increased, but production of all other crops has declined

or remained stagnant- Clove production, which reached a maximum in 1976, then

declined sharply, though export figures indicate a new rise in 1978.

Fish production is small and occupies only 3»5OO fishermen despite the

potential of the waters around the islands. Fishing methods are primitive,-and

the scarcity of fish is demonstrated by the fact that it is as expensive as

imported.meat.

Industry. Activities are limited to the processing of export agricultural

products, a brick factory, a saw mill, a soap factory and a bottling plant for

soda and'soft drinks. In 1977 a plastic sandal factory was built. The level of

activity "is low. In 1978 ECA estimates indicate a growth of only 1.6 per cent

at constant prices in industry including constructions the rate of growth of

manufacturing was only 2.2 per cent.

(_c) Tourism. Despite the opportunities for tourism in the islands, this

sector is underdeveloped and the number of tourists very small? only 20,000 tourists

have vislrted the country since 1970, with an average stay of less than 5 days.



4- Foreign trade and balance of payments

There are no data available on foreign trade for 1978. The data available

for the period 1970-1977 show a persistent trade imbalance, with imports being

roughly "double exports. Since '1975r"i"inports have declined, amounting to CPA

francs 4 billion in 1977 against some 5 billion in 1975, while exports have

increased"somewhat to 2.2 billions in 1977 against 2 billions in 1975, despite

a slight drop relative to 1976. Most exports (95 per cent) are accounted for by four

products onlys perfume plants, vanilla, ..cloves and copra. As regards imports,

the greatest share is taken by consumer goods and in particular food.

The Comoross

Imports

Sxpor-ts

Balance

Net: foreign

Source

Table 3.

assets

: Customs

Foreign

1970

2 433

1 380

-1 053

and other

trade (millions

1975

4 924

2 037

-2 931

520

official data.

of CFA

1976

2 119

2 223

-896

2 077

francs)

4
2

-1

1977

'053""
203

850

416

1978

. a •

* * *

; 1 355

There are no data on the balance of payments because the central bank does

not record operations on non-factor services and private capital, but the changes

in the net foreign assets give some indication of the over-all balance. In 1978

foreign assets increased by 0.9 billion a&ainst a decrease of 1.6 billion in' 1976

This corresponds to the renewal of external assistance to the Comoros, after

the steep decline recorded in 1976 and 1977.

5. . Development aid and external debt ... . .

The net flow of aid to the Comoros fell drastically after 1975. "Whiles

in 1974-1975? it averaged CFA 5.45 billion a year, it fell to only 1.9 billion

in 1977- In 1978, with the change of Government, relations were re-established

with France, which has agreed to renew its aid programme, at the same time as
OPEC funds were made available to the islands. No data are available on the

foreign debt. .

6. Government revenue and expenditure

Between 1975 and 1977 no budgetary estimates were prepared and the deficit

increased with the cessation of French budgetary assistance. Central- Bank

borrowing and Arab funds were used to finance this deficit. The budget for

1978 indicates' a""drastic reduction of expenditure from 4,6i7" million'CFA in 1977

to only 1,785 million, with development expenditure eliminated from the budget,

while revenue fell by 23.6 per cent. The deficit was cut from 3 billion in 1977

to only 0.6 billion, but the 1978 situation is exceptional because of the change

of Government and, with the resumption of foreign aid at its previous levels,
expenditure will again increase.
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The Comoros: Table 5. Money and banking (millions of CPA francs)

Foreign assets

Claims on government

Claim's on the private sector

Money-

Other liabilities

1975

' 520

163
2 127

2 023

787

2

1

2

. ■. 1

197.6

051
172

119

031

317

1977

416

367
2 002

1 977
803

1978

1 355
.-214

2 203

3 772

1 027

Source: Official data.

7* Money and banking "

Money supply proper rose in 1978 by 38.8 per cent, as against a fall of 2,7 per

cent in 1977- ^is considerable rise. is..explained mainly by the increase in foreign

assets, which tripled in amount, because government borrowing declined and credits

to the private sector rose by only 10 per cent. It is, quite probable that, after

1979? the rate of growth of the money supply will fall to. more normal levels.

8* Wages and prices

Wages and salaries vary between CFA 7s2OO and CFA 55,000 per month. No

information is available on changes in the recent period, as regards prices, though

there is no official index, the large increase in the money supply in 1978 combined

with the rise in import prices must have given rise to a considerable degree of

inflation. .

9- Employment and unemployment

The active population numbers around 270,000 people^ of ...whom 80 per cent are

engaged in agriculture. The remaining 20 per cent were mainly absorbed by the

public sector, but with the difficult budgetary situation which occurred after

independence with the temporary cessation of French assistance, there was a drop

in recruitment and, in consequence, some unemployment must have appeared.

(aj Education. There has been a-very rapid increase in enrolment at all
levels, but the very low standard of the teaching provided creates an acute problem

as regards the value and quality of the education received. Most higher education

is obtained either in France or the Arab countries.

The Comoros: Table 6. Education (numbers enrolled)

Primary

Secondary

University

1970/71

15 125

1 274

57

1974/75

J28 898
4 004

365

1977/78

22 299

7 816

425

1978/79

49 940

8 932

575
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(b_) Health. There are three main hospitals, 45 rural nedical centres and
555 hospital beds, 'but qualified personnel is lacking and tne medical equipment
is not up to standard. Drugs are donated each year by international agencies and
other donors, and WHO is helping to pay the wages of local staff and in the
establishment of a medical training centre,

B. &U.JOE PROBLEMS

_After the disruption which occurred in 1975 and 1976 there was an acute budgetary-
crisis. The Government closed a number of administrative seivices, and was forced
to postpone some payments, including payments of wages and salaries. ~>;ith the

recent resumption of foreign aid, the crisis is gradually being overcome. The

Comoros cannot, from its own resources, finance public expenditure at the level
which existed before the cessation of external assistnace.

C. DEVELOPMENT POLICIES

The Government has already indicated the broad lines of its future policies,
which include the achievement of self-sufficiency in food. Export crops will be
maintained at their present level, and communications between the islands, as well
as with the outside world, will be promoted. Foreign aid is crucial, however, and

agreements for the provision of such aid have been concluded both with France and
the Arab countries.

D. PROSPECTS

Immediate prospects for 1979 and 1980 are not bad if the former level of external
aid to the Comoros can be restored, this will once again enable an acceptable level
of public expenditure and investment to be achieved. Everything- will then depend
on whether the economy can be diversified and new opportunities exploited.
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CONGO

A. ECONOMIC AHD SOCIAL BE7EIDPMEHT, 1978-1979

1. Introduction

In 1978 the small expansion vahich took place in the economy of the Congo ended

the period of recession which started in 1975j when oil production declined sharply*

In real terms GDP rose ty 4-1 per cent in 1978 which compares with a decline of

3.2 per cent in 1977.

Much of the growth in 1978 was due to the recovery in mineral output notably

petroleum production, "but there was also some expansion in the manufacturing and

construction sectors.

The external trade deficit was significantly reduced in 197& as a result of

the substantial increase in oil exports and the slower rate of increase of imports.

Because of the traditional deficit in the services account, the current deficit was

maintained in 1978. A large over-all deficit was also significant feature of the central

government finances. An increase in the external debt as well as substantial domestic

borrowing financed the deficit. Debt rescheduling took place while there was a

build up of payments arrears in the balance of payments.

The outlook for 1979 is for the recovery to continue as petroleum production has

continued to rise and some increases in industrial and construction activities has

taken place. . .

2. GDP by industrial origin

Measured in current prices, GDP increased by 17-2 per cent in 19^ compared with

4.1 per cent in real terms, showing that prices judging by the implicit GDP deflator

rose by 12,6 per cent. The increase at current prices --*as to a great extent due to a

27*3 per cent increase in value added in mining- and to 25*4 per cent and 39° 3 per cent

increase in manufacturing and construction respectively* Agriculture, commerce, transport,

communication and other services registered modest groTrfch after years of virtual

stagnation.

The rise in mining was due to the coming on stream of a new oil field; while

that in manufacturing and construction reflects the partial recovery in output by

some state enterprises and in public construction*
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Con*o: Table 1, GDP by source. 1975-1978 (millions of CFA francs)
Uongo;

Agriculture, forestry and fishing

Mining

Manufacturing

.'Electricity and water

Construction

Commerce

Transport & communications

Public administration

Other services

GDP at current factor cost

Indirect taxes less subsidies

GDP at current market prices

GDP at constant factor cost

1975

48 780

19 640

6 46O

2 530

5 690

29 640

15 320

21 SAO

I 580

1976

48 103

22 379

7 710

2 900

4 298

28 542

IS 665

24 968

1 7or

1977

57 530

17 640

7 820

3 590

4 810

30 670

18 100

27 860

1 840

1978

67 820

22 46O

9 810

4 210

6 700

34 990

21 010

29 710

2 310

151 080 157 257 169 860 199 020

16 920 22 724 25 970 30 770

168 000 179 981 195 830 229 790

92 873 90 068 87 200 90 744

Source.; - Official data and ECA estimates.

3* Selected economic sectors

(a) Apiculture, forestry and fishing. There are no direct estimates of total
food crop production because most of the output is for subsistence. Available
estimates of the marketed production of the principal food crops indicate that there
has been very little growth in the marketed output. This fact is borne out by the
seasonal shortages in the supply of basic foodstuffs such as cassava in urban areas.

The Congo has become increasingly dependent on imported supplies, and the recently
observed shift in taste preferences for rice, the production of which is very limited
in the Congo, has accounted fcr much of the increase in the imported food bill.
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The difficulties in the traditional'agricultural sector particularly its

decreasing ability to meet urban demands are generally traced to difficult market

ing conditions, unattractive producer prices' and declining soil fertility in some

regions.. ... ....

As regards industrial crop production, data on the marketed output shovin in

table 2 indicate that during the 1977/78 season the volume of cocoa marketed . .

declined by 25 per cent to only 2,275 tonnes. Cocoa marketing has fluctuated

widely in recent years* The drop in output in 1978 was due largely to inadequate

rainfall at the beginning of the season. The substantial increases registered for

marketed coffee in 1977/78 was not due to any increase in local production which

in fact declined. The increase originates from a sharp expansion in unrecorded

coffee imports from Zaire and to a lesser extent overseas marketing of coffee on

behalf of the Angolan ilarketing Board.

Estimates of livestock holdings are available up to 1977 only when estimated

herds were 70,300 cattle, 184,600 sheep, 118,100 goats, 82,700 pigs and one million

poultry, most of the demand for muttony pork and poultry is met from domestic

production but 75 per cent of beef requirements are imported. Cattle breeding is

mainly on state farms, which, apart from the hazards of tsetse fly infestations,

have in recent years been faced with operating and financial problems. Production

in the ranches has consequently not expanded substantially,

Congo: Table 2. Commercial agricultural production, 1974/75 ~1977/78

1974/75 1975/76 1976/77 1977/78

Marketed output in tonnes

Cocoa

Coffee

Paddy rice

Palm kernels

Tobacco

2

1-

1

1

912

344

609

815

014

. 2

1

1

1

332

507

935'"

600

007

3

2

1

021

191 ,

082*

263

606

2

5

275

184

786

689

431

Source: Congo;' Office Rationale pour la Commercialisation de Produit Agricole

(OKCPA).
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Deep sea, coastal and inland water fishing are all practised in the Congo,

Fish consumption is estimated at 30 kg per capita per year but domestic supplies

provide only 23 kg of this 30 kg. Growth in the fishing industry has been cons

trained by inadequate equipment. The Government has commissioned studies on fish

ing and intends to boost the capital outlay in the Societe Italienne - Congolaise

D'Armement et de Peche (SICAPIU) which is partly owned by the state, There is also

a co-operative programme to assist small scale fishing operations.

Value added in the forestry sector declined and has not fully recovered since

the 1974-75 recession* In I978 the volume of felled timber rose slightly as it

did in 1977 but the output of 430,000 rr? was still only about half the peak of
of 840,000 m3 reached in 1969© Full recovery in the sector awaits the opening up
of the reserves in the north of the country now for the most part inaccessible*

Reserves in the south have been virtually depleted and a moderate reforestation

programme is now underway in these areas with the planting in 1978 of about 600

hectares of eucalyptus'trees. The objective is to replant 7»000 hectares-with

these^ trees^over a period of three years.

Cfe) Mining*' Petroleum production which declined by 9 per cent in 1977 rose

sharply by 32 per cent to 2,421,000 tonnes in 1973 which equalled the peak level

of 2,454,000 tonnes attained in 1974* The sharp rise in output in 1978 follows

the coming on stream of production from the Loango field at a time when output

was dwindling from the only other major field at Emeraude. The value of crude

petroleum exports accounted for 69 per cent of total exports in 1978*

Petroleum production was expected to reach 2,608,000 tonnes in 1979*

Apart from petroleum, the production of all other minerals suffered setbacks

in 1977. The potassium mines have remained closed flowing the extensive flooding

there in 1977. This had consequently curtailed the use of the small quantities

of natural gas that had been captured for local consumption. Gold production was

stopped since mid-1978 because of poor results. In 1978* the deposits of copper,

lead and zinc ore at the privately owned mines at Mpass were depleted and the mines

closed. However, some 30,000 tonnes of enriched lead, zinc and copper ore was

expec"ted'"to "Be" produced in 1979 from deposits at Diengu'ele.

Congo: Table 3* Production of rna.jqr minerals, 1971?"* ^-97°

1975 " 1976 1977 1978

Crude petroleum (thousand tonnes) 1 812 ■ 2 010 1 829 2 421

Natural gas (thousand m3) a/ 16 754 15 254 9 423 1 695

Potash (thousand tonnes) 462 429 139 nil

Copper, lead and zinc ore (tonnes) 16 18 18 5

Gold (kg) 16 8 9 ...

Source: Official data and Bulletin de lfAfrique Noire, No, 964t 28 June 1978.

a/ Utilized production.
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(c) Manufacturing. Details of the output of the manufacturing sector in recent

years are given in table 4» The main manufacturing activities consist of raw

material processing and products to replace r.mports6 Development of the sector has

been constrained by the size of the maricet and the decreased competitiveness of

Congolese products in the Central African market. The state operates most of the

industrial enterprises. In 1977 and 1978 the deterioration in the financial position

of most of the important plants continued. Capacity utilization was reported to

have declined to between 25 and 40 per cent and large operating losses were incurred

because of excessive staffing, inadequate management and lack of spare parts and

supplies. The officially fixed price of many goods did not actually reflect produc

tion costs and this further aggravated the financial position in which many enter

prises found themselves,

Congo: Table 4» Production of selected manufactures. 197cr-1978

1975 1976 1977 1978 estimate

Refined sugar ('000 tonnes)

Flour (f000 tonnes)

Palm oil (tonnes)

Groundnut oil (tonnes)

Soft drinks ((000 hi)

Beer (*CCO hi)

Cigarettes (tonnes)

Soap (tonnes)

Shoes (*000 pairs)

Cement (f000 tonnes)

Printed textiles (f000 metres)

Source: Congo: Centre Nationale

2

4

2

de

(d) Electricity. A small increase

20

21

200

600

132

343

504

$62

805

55

402

2

5

11

23

15

200

666

154

394

636

051

712

52

390 -

la Statistique

of only 1. 2 per

2

5

11

10

5

565

365

156

415

641

568

714

45

634-

2

4

14

et des Etudes

cent in total

14

10

600

400

180

500

800

800

790

60

000

Economiques.

electricity

produced had been expected in 1978. This would bring the total produced in million

kilowatt-hours -to 160 compared to .158,6, 146.9 and 110.3 in 1977, 197-6 .and 1975

respectively. Frequently, electricity has to be imported from Zaire to satisfy

local demand in the Brazzaville area..
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(&) Construction. Value added in the construction industry should have risen by

1.1 per cent in real terms in 1978. This would represent only a slight improvement

on the two preceding years when the contribution of the sector to real GDP appears to

have fallen.

(f) Transport services. Table 5 provides details on traffic developments in

the transport sector in recent years*

Congo: Table 5. Selected transport^ indicators,

1975 1976 1977 1978

Port of Pointe Noire

Freight loaded ('000 tonnes)

Freight unloaded (*000 tonnes)

Rai3.wa.ys

Passenger - km (millions)

Freight - (million tonne/km)

Airports

Passengers handled (thousand)

Freight (f000 tonnes)

2 715

642

2 269

720

3 084 )

629 )

3 872

223

458

71 .

11

249

507

75

11

260

516

78

11

282

535

78

12

Source: Congo: Centre Nationale de la Statistique et des Etudes Economiques.

In the transport system in the Congo, frequent transhipment from roads or rivers

to railways and ocean going vessels are necessary and these transhipments naturally

increase transportation costs. Traffic on various available modes has nonetheless

increased in recent years. There has been a particularly significant increase in the

volume of goods handled at the Port of Pointe Noire and passenger traffic both on the

railways and at airports has increased.

The most important transport project underway is the realignment of the Congo -

Ocean railway. The latest cost estimates for the project have been put at CFAF 41.3

billion which is being provided by consortium of foreign lenders. The project is

currently scheduled to be completed by the end of I98O.



- 62 -

4« Expenditure and the GDP

Unfortunately total consumption has exceeded total gross domestic expenditure

since 1975* In I978, however, the negative savings figure declined to 1.4 per cent

of GDP compared with 7O4 per cent in 1977 u

Gross domestic capital formation including increases in stock rose by 38,2

par cent at current price in 1978 and was equal to 17.3 per cent of total gross

domestic expenditure. The Government is talcing measures to expand domestic savings

^g a means of increasing self-reliance and self-sustainment0

60 Expenditure and the GDP, 197*5-1976 fmillions of CFA francs)

At current prices^ 1975 1976 1977 1978

^-ivate consumption 143 250 154 029 173 5lOf 192 98O

i-unlic consumption 31 000 33 976 36 78O 40 120

ar^ss domestic fixed

capital formation 33 224 27 829 27 56O 38 020 -

'-crease in stock 2 776 2 325 1 140 " 1 65O

Ivrport less imports of

goods and services -42 2^0 -38 178 -43 160 -42 98Q

lotal GDP at market prices 168 000 179 981. 195 830 229 79O

Source; Official data and ECA estimates.

5■> SbrbernaJ^ trade and balance of payments ' '■

In 1977 the Congo moved into deficit on its external trade account but in the

Clrst half of 1978 there was a big improvement because of a substantial increase

::u oil exports and a slower rate of increase in imports.

Official data on the balance of payments for 1978 are only available for the first

y-rXf of the year* The deficit for goods and services fell markedly and with an increase

in net government transfer receipts the current account deficit fell to CFAP 8.65 billion

c-jjual to an annual rate of CFAF 17»3 billion. The capital inflow ceased in the first

"...ilf of 1978 and the position could only be covered by a further fall in net foreign

j; 7-fjcts-and probably by an increase in payment arrears.
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Table 7. Eprbemal trade and balance of payments. 1975-1973 (billions of CFA francs)

External trade

Exports including re-exports

Imports

Balance

Balance of payments

Goods and services (net)

Private transfers (net)

Government transfers (net)

Capital

Reserves and related items

Errors and omissions

1975

47.50

36,38

+11.12

-55.68

-4.87

6.73

42.22 -

3.99 ;

7.61 .

1976

51.62

42.17

+9.45

-57.64

-5.47

8.77

■ '35.80

..4?4?

14.12

1977

50.11

50.45

-0.34

-46.26

-6.68

5.43

31.59

7.44.

8.4S

1st half

1978

32.27^

25.64^
+6.63^

-14.13

-0.34

5.78

-2.19

2.96

7.90

Source: IMF, International Financial Statistics, vol. XXXII, No. 10, October 1979.

a/ Balance of payments figures of estimates based on same.

6* Development aid and external public debt

As shown by the balance of payments- data, grant aid receipts by the government
(net government transfers) rose substantially in 1975 and 1976. They fell in 1977 but
appear to have increased to about CFAF. 11 billion-in 1978.

lfl7fl Cone°lB sterna! public debt rose rapidly following the petroleum boom of 1974. In
1978 the debt was estimated to have reached CFAF I5I.4 billion. Recent increases in
external obligations were to help meet the costs of the 1978/1979 action programme and
were contracted for the most part by heavy borrowing at unfavourable terms in the

Eurodollar market. The debt service burden was reported to be about CFAF 17.4 billion
in 1978 which represented about 23.5 per cent of estimated total earnings from the exports
of goods_and services in that year. As the annual debt service burden was expected to rise
further m the years to 1982 debt rescheduling has been arranged so .that the payments do
not impose too heavy a burden on the economy*
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7. Government revenue and expenditure

In 1978 current revenue increased "by 1£ per cent to reach CFAF 60

Millions, However, current expenditure rose by about 21 per cent and invest

ment expenditure doubled; the increase in. both causes being due to a carry

over of expenditure from 1977* The budget deficit thus widened substantially

in 1978 fo CFAF I5«9 billion but was still below the 1975 level when the large.

scaTe implementation of investment projects raised capital expenditure signi

ficantly and brought about a deficit of CFAF 20.4 billion. The bulk of the

over-all budget deficit in 1978 was financed by internal borrowing (CFAF

15.2 billion) which would reflect significant increases in public sector

payments arrears during the year. ,

The' 1979 budget provided for a sharp cut in current expenditure which

should reduce the over-all deficit even though investment expenditure was

scheduled to rise to CFAF 7*8 billion.

Congo: ffable 8B Government revenue ami expenditure, 197^-1979 (billions

of CFA francs)

1975

44.3

' 46.6

18.2

0.1

-20.4

5-4

15.0

1976

- 47.8

48.5

" 8.5

0.6

-6.6 ■ -

-2.8

11.4

1977

50.4

57.5

2.5

-0.8

-IO.4

-1.9

12.3

1978

60.0

70.1

5-0

-0.8

-15.9

0.7

15*2

1979

estimates

54.1

60.8

7.o

. *«

r> t> 0

. . e

• 9 n

Current revenue

Current expenditure

Capital expenditure

Other treasury operations (net)

Over-all balance

Financed by external borrowing

Financed by internal borrowing

Source; IMF. Survey, May 7f 1979 and national data from the Congo.

The monetary aggregates given below show: that net claims on Government

by the banking sector rose from CFAF 10.12 billion at, the end of 1975 "to

CFAF 2OeO7 billion at December 1978, Deficit financing has averaged CFAF

3,3 "billion a year over this period. In 1975 itself1 the figure was CFAF

5»5 billion0

8* Money and banking

Money supply including quasi-money rose by 6.9 per cent in 1978 having

risen by only 2C1 per cent in 1977* The expansion in the money supply since

1975 has been averaging 8.4 per cent per annum.



2I5d5!S. (billions of CPA francs)

Slid End End End May

1975 1976 1977 1978 1979

Net foreign assets -0*83 -2BC1 -?«11 -7*73 -7-39

Domestic credit

Net claims en Government 10*12 11.77 16-86 20,07 16.02

Claims on private sector 29c3O 38<>02 38*93 39*42 41-55

Money 26e9O 31.27 30.62 32,95 31-71

Quasi-money 2a6 2.62 3*87 3*92 4*93

Long-term foreign borrowing 2.71 3.95 4.98 5°49 5*62

Other items (net) 6Q77 9.33 9«2O 9.37 7.92

Source: . TW7 International Financial Statistics. vols XXXII, No. 10t

October 1979*

The low rates of monetary expansion have been due to the continuous

decline in net foreign assets which has somewhat offset the rise registered

in domestic credit* In 1978 net claims on the Government increased by

CFAF 3»2 billion or by 19 per cent,, The increase was mainly composed of

subscription to equipment bonds, the use of counterpart of loans from the.

Trust Fund- and advances from commercial banks. Advances from the Central

Bank are subject to rigid ceilings imposed by the regional Bank of Central

African States (BEAC) of which Congo is a member,, Claims on the private

sector which includes credit to sta+e enterprises rose by only 1.3 per cent

in 1978C The rate of increass slowad down considerably in 1977 and 1978

because most of the growth in the econo::ny came from the oil sector which

does not make much use of borrowing from domestic banks.

In the first five months of 1979 "the money supply including quasi—money

foil slightly mainly because net claims on the Government by the banking

system were reduced by 20 per centt This is indead a welcomed step in the

right direction



9. Uaf;es and prices ■•■"'■ "

There have been no increase in wages since January 1975 when the guaranteed

minimum wage levels were raised by betwee:; 10 to 70 per cent depending on the wage

levelsjmd categories. These increases raised the guaranteed minimum hourly wages

■'co CPA:.' 57,50 for the lowest paid categories and CFAF 148,54 for the highest paid.

There has also been no increase in the public sector salary scale since January
1975 when average salary increases ranging from 7 per cent for the highest public

employees and 60 per cent for the lowest paid were granted.

In 1977 the calculation of a monthly price index which had been pursued since

1964 was discontinued and preparations started for new price indices. The old
index was being discarded because it covered only the high income group in the city

of Brazzaville. The new index is intended to extend the coverage to all income

groups but would still be based in Brazzaville. Data on this index are available

only for the first 10 months of 1978 and indicates, in general, modest price increase

for the year. For the year as a. whole the index is estimated to have increased by

5.S per cent. This relatively small rise is attributable to the increase in output,
lower import prices and the deflationary policies pursued since 1977.

The prices of such essential goods as rice, salt, meat, cement and also water,

electricity and gas are fixed by the Government, Except for water, electricity and

gas, the average prices of which were raised by 14 per cent 1977 and again by 18

per cent in 1978, the prices of all the other controlled items have not changed

since 1972, The Government introduced uniform fixed retail prices throughout the

country in July 1977 but this had to be abandoned when the State retailing company

((WACOM) was being undersold by private traders in the south who could do ao because
of the lower costs of transportation in that region.

10. Employment and unemployment

Available data relates only to employment by the Governement and by the state

enterprises. Total Government employees were 37,928 in I97O compared to 35,853 in

1977 sad 32,396 in 1976. In 1975 employment in state enterprises reached 27,900,

This number should have declined since, following the closure of some industrial

enterprises such as the potash mines and the implementation of the new recovery

programmes which have called for cutbacks in excessive manning in many of the state

enterprises. As a result of this the unemployment situation should have worsened.

However, it is government policy to absorb all high school and university

graduates into employment. These are being offered jobs in the public sector whenever

they are unable to find employment elsewhere.
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11. Other social sectors

(a) Education. In 1977 primary school enrolments reached 330,457 and the

enrolment rate was 98 per cent of all children between the ages of 6 and 11, one

of the hi^iest in Africa. Secondary school enrolments were 122,963 and there were

4,815 students in' higher education.

, Congo is faced with an oversupply of graduates in general education. There is

now a definite policy to encourage training in scientific and technical fields.

(b) Health. As noted in the last issues of this survey, there were 209 persons

per hospital bed in 1977. There was also one doctor for every 8,000 inhabitants

and the number of nurses and midwives was 2,621 for a total population estimated

at 1,442,000.in 1977.

(cY Income distribution. Government social programmes pursued since the early

1970's liaye helped reduce income disparities. These have made health facilities

more accessible to lower-income groups and have provided more employment opportunities.

There seemed to have been a widening of urban-rural disparities, however, as the oil

boom financed an increased wage bill for public servants while at the same time high

marketing costs inhibited significant increases in producer prices for farmers.

B. MAJOR PROBLEMS

While some economic expansion took place in 1978, Congo has not been able to

fully adjust its financial position which was put out of gear by the expansionary

fiscal policies adopted in 1974 when it was thought that oil receipts were going to

continue at a high level as a very important source of revenue. Difficulties are

still encountered in attempts at containing current expenditures and in financing the

budget deficits.

The state of the public enterprises has again attracted much attention on the

part of the Government during the period under review. The difficult financial

position faced ty most of these enterprises which led to inadequate maintenance and

replacement of equipment in the face of technical and management difficulties persisted

in 1978. During the year, recovery programmes were launched for a number of these

enterprises. Through a foreign commercial bank loan, the Government was able to

infuse new capital into the cement plant, the Societe des Testiles du Congo (SOTEXCO).
the sugar complex (SIACONGO) and the fishing concern SICAPE. Combined with improve

ments in management and sharp cuts in labour and more selective recruitment practices,

some state enterprises recovered somewhat in 1978. However, implementation of the

recovery programmes was delayed for a number of other enterprises because of a

shortage of financial resources.
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The growing inability of the traditional agriculture sector to satisfy the

food requirements of the urban centres has become a major problem. The origin

of this state of affairs is of course traceable to the long neglect of small-holder

farming in favour of large-scale state farms. There has been an inadequate provi

sion of modern inputs and extension services for the traditional agricultural

sector. The rural transportation network has been little improved and farmers

have been unable to take advantage of opportunities offered by the growing urban

market. These have combined with prevailing low producer prices to make the rural
areas less attractive. -

In an effort to revive this sector, a food crop agency (Office des Cultures

Vivriere, OCV) and aNcash crop agency (Office du cafe et du Cacao, OCC) were
establishe in mid-1978. Both these offices are expected to function as comprehen

sive agricultural development agencies providing inputs and extension services, -

A large proportion of their funding has already been secured through external

loans. An agricultural development levy on personal incomes ■and a stabilization

fund to be financed from sales of cash crops were also introduced to help provide

the new'offices with"'financial resources.

C. INTERNAL DEVELOPMENT POLICIES

In 1979 "the Government annouced a financial programme which was to be sup

ported by a stand-by arrangement with IMF. The major emphasis of the programme

was to improve public sector finance and strengthen the balance of payments through

a reduction of both over-all budgetary; and balance of payment deficits, an increase

in domestic credit and a reduction in the growth of the external debt. -

D. PROSPECTS FOR 1979 AND I98O

With the expected increase in output of crude petroleum from 2.4 million

tonnes in 1978 to 2.6 million tonnes in 1979 and given the rise in average oil

prices in 1979i there is little doubt that the recovery that began in I978 will

continue probably at a faster rate in 1979 and I98O* Industrial production is

also expected to rise as the programme of rehabilitating the state enterprises is

implemented.

Developments beyond I98O will depend on whether new oil reserves are exploited

'since production of the existing fields is expected to taper off from 1980. This

uncertainty should underline the importance of the current emphasis being placed

on the revival of the agriculture and forestry sectors.



ETHIOPIA

A. ECOIJOuIC AID 3CCIAL DEVELOR.IEI]T, 197G/79

1- Introduction

The Ethiopian economy experienced a broadly based recovery in 1970/79. The -ro—
domestic product sgowed a real growth of 5.3 per cent over that'of 1977/73. Crop production
increased by 7 per cent, while output of state manufacturing enterprises -row by 35.5 per
cent. Jitii increased supplies avaibale the rate of increase of the Addio^Ababa retail
price mciex was reduced to 12.9 per cent. Central Government recuurent revenue rose by
10 per cent but the recurrent expenditure was reduced by ^ per cent. This resulted in a
current budgetary surplus which reduced the Central Government's borrowing from the bank
ing system by 7.5 per> cent in 1970/79 compared with the level of I977/7C* TU- coupled
with the slight decline in foreign reserves helped keep monetary expansion at the same

r?-*°i . "? PSr °ent in 197o/79 GC in 1977/78; the major determinant continues to be
credit to industrial, trade and agricultural public enterprises rather than to the Central
Government. Employment expanded by over 100,000 between 1975 and 1970/79 and of tUis
-n _(vvi was in permanent employment.

This very real recovery in 197C/79 over the preceding year has been realized through
the campaign for national revoltionary development. During the period 1974/75 to 1977/73
the major preoccupation of the people and the Provisional Military Administrative Council

t^TJ^TT°\^Ttl&J^T °C th lti Th
y istrative Council

t^TJ^-TT\TJT °C the revoluti™« The successes scored on the domestic
fronts particularly dur th f* hlf 97O

TJT successes scored on the domest
during the firs* half of 197O, enabled the Government and neople to.

tiT ? n°CU;: thexr attention towards the economic front. Thus in Octover 197C,'the
national Revolutionary Development Campaign and Central Planning Supreme Council were
establishea by proclamation, l/ The Supreme Council , endowed with wide powers of plannin-
ana supervision ox the national economy, has been quickly staffed with qualified oersoimel
cram from various government organisations. Branch offices in the U administrative
regions were established.

„ objectives of the first year of the Development Campaign-Programme were: (i) to
reduce lood shortages; (ii) to raise industrial production especially of consumer goods,
agricultural implements, and exports goods; (iii) to rationalize the domestic distribution
of gooes and augment the level of foreign exchange resources; and (iv) to speed up the
rehabilitation of war victims and- reduce the extent of socially undesirable activities.

The Campaign's objectives for the agriculture sector were to be met.through expanding
the area cultivated by state farmc by G2,600 hectares and increasing the suppl^ of inputs
and services to private, farmers. The effort in the industrial sector concentrated on
measures for raising the productivity of existing plants through approved management, in-

ZZ: <°hlft"or^n2, reduced bottle necks in the flow of supplies, repair of machinery,
improved maintenance of equipment,, reactivation of the industrial capacity in Eritrea/qp,, aion of the industrial capacity in Eritrea/
IZ Tf?ratfd ^ininc of workers. In the commerce sector, the strategy was to increase
the ^late a s.jarein cistnbution activities b idi tt

f e sector, the strategy was to inc
a s.jare.in cistnbution activities by providin3 state enterprises with more

facilities ana funds and strengthening their management, improving the transport system

rt?°v> f-^111^^ °f eXiGtlnG <*"*«•*» *** rationalizing the licencing of
traae activities. An improvement in exports was to be achieved chiefly by raising coffee
exports to_ 100,000 tomes through linuting smuggling and improving traLportrt^ao let!
a. by cnmincaown stocks. The objectives in the social services area were to be met
through rehabilitation, settlement, and retraining pro-ramnes.

1/ See Proclamation ;IJo. 1#, 1970, Ilegarit Gazeta
issue<



In order to facilitate the implementation of the Campaign Programme as well as to

improve the organizational capability for the development effort, the former Ministry of

Commerce and Tourism was split into Ministries of Foreign Trade, Internal Trade, Coffee

and Tea and a commission for tourism while the former Ministry of Agriculture was split

into Ministry of State Farms and the Ministry of Africulture*

In his speech delivered on September 13, 1979 commemorating the Fifth Anniversay of

the Ethiopian Revolution, Lt?. Col. Mengistu Haile Marian, Chairman of the Provisional

Military Administrative Council stated:

"The achievements of the first year of the economic and cultural development .

campaign are on the whole encouraging. ...• as a result of the development campaign

industrial output lias hit 93 per cent of the planned target for the year0 „„* In

the development of state farms, it was planned to cultivate 82,600 hectares of land,

At the initial stage, although it seemed to be difficult to implement the planp it

was later on possible to hit the target". 2/

Encouraging results were observed in the other sectors too. As fas as exports are

concerned, it was possible to reach nearly 90 per cent of the export target.

To further strengthen the drive for increased production and productivity, the

Government issued two policy directives on the formation of agricultural and industrial

'producer co—operatives in June 1979*

The Second Year Development Campaign Programme is now underway. The gross domestic

product is projected to grow by 7.3 per cent in 1979/80 at constant prices*

With the full drive of the Government to economic and social development and with

the encouraging results so far achieved, the prospects for 1979/80 as well as for sub

sequent years appear brighter.

Z* GDP by industrial origin

From 1973/74 to 1977/73, real GDP growth was 0.9 per cent per annum reflecting the
difficulties encountered in socio-economic development as the diversion of resources

towards defence and maintaining internal peace and order. In 1978/79, however, a real
GDP growth of 5*3 per cent was achieved. This growth rate of GDP at constant factor cost

is much higher than any achieved during the period 1968/69 to 1972/73 and compared with

only 0.4 per cent growth per annum realized during the period 1974/75 to 1977/7&<.

Particularly in 1977/78, GDP declined by 0.9 per cent over the previous year when a

maximum defence effort was made.

Much of the growth in GDP in 1978/79 is attributable to the good harvest and improved

industrial, water and elctricity production as well as better results from transportation

and distribution. It should be noted that unlike the commodity production and distri

bution sectors, the rate of growth of other services declined mainly due to the reduction

in administrative and defence expenditure.

2/ Gee Ethiopian Herald, 14 September 1979, p* 6.
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Ethiopiai Table 1. GDP by source, 1975/76 to 1979/30 (millions of Ethiopian birr)

1975/76 1976/77 1977/73^ 1978/79^ 1979/80^

GDP at current factor cost by source

Agriculture, forestry, fishing

Mining

Lianufacturing

Electricity and water

Construction

Wholesale and retail trade

Transports and communications

Services

Total

Indirect taxes less subsidies

"Total at market prices

738.8

11.6

585.9
38.3
188,2

565.4 -
281.3

3 197.9

8.7
612.7
38.9

207.9

611.3
239.1

3 466.5
7.8

610,0

39.3
211,0

592,5^
298.2

3 571.5
7.3

710.5

45.5
229.5

752.9
332.2

3 746,5
o0x

758a

!56O3

369*0

766 ,,2

346a

1

5

083

492

474

.2

.7

.0

1

: 6

146,2

112.7

690,3

1

6

235.0

460,3

745.5

1

6

311.9

961.3

824.0

1

7

311

337

330

♦7

o5

966.7 6 803.0 7 205.8 7 735.3 3 2l8o2

GDP at i960/6l factor cost by source

Agriculture, forestry, fishing

Indusirry — Llanufacturing

Industry — other

Services

Total

Total at 1960/61 market prices

1

1

953,6

172.0

412.8

453.8

1

1

953.3
176*0

426tO

490.3'

l

'■ l

922.2

169.1
4i4.o

504.0

i

l

963.

215.
442.

596.

4
2

0

1

2

1

046

233

560

637

a.

c-9

,3
o7

3 992.2 4 045.5 4 009.3 4 221.7 4 523,2

4 466.2 4 73i^9 4 754.3 5 046.7 5 408c7

Source s Govt. of Eth. Central Planning Supreme Council; Planning and Programmes

Department.

a/ Preliminary,

b)' - Targets.

3. Selected economic sectors

(a) Agriculture, forestry, fishing. The agriculture sector accounted for over 46
per cent of GDP and over 90 per cent of exports in 1973/79. First priority in the
Development Campaign had been accorded to this sector.

This sector had experienced relative stagnation and decline during the period 1970—

1977. During the early 1970s, the decline in output was attributable to the drought and

the former land holding system. In 1975/76, i.e. immediately after the issuance of the

Proclamation which made all rural land public property, the agricultural sector registered

a real growth of 2.7 per cent over the preceding year. There was, however, subsequent

decline since then up to and including 1577/78 - due to a reduction in the area cultivate^

as consequence of counter activities by former landlords and transportation bottlenecksa



In 197C/79, output of the agriculture sector grew by 2.3 per cent in real terms. This
growth rate is slightly lower than the one achieved in. 1975/76 as well as lower than the

annual rate of population growth. As a result of development campaign efforts, however,

real growth of the agriculture sector is expected to. expand by 3.9 per cent in 1979/GO,

Over 96 per cent of the crop production originated from peasant farms. There are
currently over- 25,000 peasant- associations with about"7' million members. Policies for

raising output from the peasant sector include the provision of fertilizerc, improved

seeds and improved practices for cultivation ae well as the continued promotion of co
operative production. ' "

The' area under* cultivation and production by state farms has been increased and

strengthened. Government policy is for state fansc to concentrate on the cultivation of '
raw materials for domestic industries and for export while leaving food crops for the
snail holder peasant producer.

(b) Manufacturing. Uanufacturing accounts for only 5 per cent of the gross domestic
product and the range of products in the main covers food, beverages, textiles, leather,

footwear, and tobacco. Output of this sector which showed real .growth rate of 2,4 per

cent per* annum during the period~1970^1§7o showed an unprecedented growth of 27.3 per cent
in 197G/79 over the. preceding, year. .

The weak performance of the manufacturing sector manifested in the post^evolution

period as a result of inadequate supply of spare parts, raw material shortages and mower

failure had been significantly improved.by the development Campaign. State manufacturing

enterprises which account about.90 per cent of manufacturing output expanded their gross

value of production by 35.15 per cent thus enlarging the relative contribution of this
sector to GDP. .

The food sub-sector which accounts'for 30.4 per cent of total manufacturing output

increased its output by 35.1 per cent over that of 1977/78. The second largest sub-sector

textiles registered an increase of 34.5 per cent. During the three years preceding the

Development Campaign, the manufacturing index output had fallen by 0.5 per cent but the

strong recovery in 197G/79 more than restored all the fall in this difficult period,

(c) Mining, petroleum and energy. Al&rauch this sector accounts :for only 1*6 per
cent of real GDP, considerable potential exists in mining particularly for copper and

potash for which projects are in progress and in energy for utilizing hydroelectric and

geothermal power sources. At present only two small-scale mining operations exist;-'gold

in the southern region and platinum in western region*, Gold and platinum mining which

had been stagnant due, partly, to obsolete technology used and partly clue to security

conditions are expected to improve iii 1979/00 as the result of the Development Campaign.

Electricity production had been stagnant up to mid-1970 in line with over-all

economic activity and especially the decline in industrial output. Recently, however,

electricity production has been increasing at well over a 10 per cent a year, reflecting

the growth of industrial production. The revival in electricity production is expected

to continue, thus entailing new investment in expanding generating capaci'y.



(d) Construction, The free availability of .land since the issuance of the :. ■-;

Proclamation which made urban lane' and extra houses public property together with the

easing of credit and the foliation of housing co-operatives has spurred residential,

construction activity. The shortage of building materials particularly of cement has,

however, constrained the sector's progress. Attempts are currently being made by the.

Ministry of Urban Development and Housing to rationalize the use of cement through

improved standardization of housing cpnstructiono Construction activity is expected to

remain buoyant.,

(e) Transport<. The overland transportation bottlenecks, which constituted a

serious probleu in 1977 and early 197^» I^ave been largely overcome through the acquisition

of additional trucks and improved management of trucking operations. The country has been

divided into five transport zones in order to prevent the concentration of trucks into the

most lucrative business areas- The overland bottlenecks between Addis Ababa - Assab and

Ilassawa — Asmara have been overcome. '

As far as the expansion of the road network is concerned, the fifth highway programme

which began in 1976 had aimed at upgrading 1,150 kilometres of roads to paved standard,

resurfacing C55 kilometres of asphalted roads, constructing 3.1^3 kilometres of feeder

roads, and opening 5,34C kilometres of rural roads. The inadequacy of external resources

has been a major constraint in the realization of this programme,

4. Expenditure and the GDP ...

Between 1970 and 1977 consumption expenditure had risen at a faster rate than GDP

and consequently domestic savings had been falling. The consumption/GDP ratio which was

on the average 0o89 during 1969/70-1971/72, declined to O.87 in 1973/74 mainly as a result
of drought, but rose to 0,92 and 0,95 in 1975/76 and 1976/77 respectively. Public

consumption which accounted on the average for 10 per cent of GDP during the period

1969/70-1971/72, rose to lii per cent in 1976/77« Thus the increase in consumption Could
be attributed to the rise in government spending resulting from the high defence expendi

ture. In 1977/7S and 1978/79 conciliation expenditure was continued at high and increasing

levels but in 197G/79 the strongest rise was in private consuiaptiono

Gross fixed capital formation grew at annual rate of 2,5 per cent in the first half;

of the 1970s. Although there was a growth in investment at current prices since 197b',

the level in real terms had been continuously declining.

Investment expenditure rose strongly in 1978/79 ac a result of the Development

Campaign but in that year was financed largely from the much greater inflow of external

resources, ,

5. External trade and balance of payments

Rge trade deficit had fallen to only ETE 38.3 million in 1977 because of the high

world coffee prices but in 1970 it widened to record the particularly high figure of

ETB 309.1 million as coffee prices were falling at a time when imports had risent both

because of higher prices and a higher volume, the latter generated by the boom in coffee

prices in the previous yearc
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Etbiopiai Table 2. Expenditure and GDP. 1975/76 to 1970/79 (millions c£ Ethiopian birr)

. ' 1975/76 1976/77 1977/7:-7 1978/79^

Private consumttion 4 649.2 j 462.5 5 658.7 6 446.G

Public consumption G66.O 995.1 1 191.5 1 220.0

Gross coinectic capital formation 509.5 565.4 570.6 732.7

Change in stoclic _ „ _ _

Ixport;. of goods and, services

less imports of goods and services -50.0 -220.0 -215.0 -613.7

Total 5 966.7 6 803.0 7 205.G 7 725,0

Gourcet Government of Ethiopia, Central Planning Supreme Council, Planning and
Programming Department.

a/ Provisional.

Ethiopia; Table 3. External trade and balance of payments, 1975 to 1979 (millions of ■
Ethiopian birr)

Jan.-^Apr,

1975 1976 1977 1970 1979

External trade

Exports 497,C 500,6 6GS.0 533.6 221#5

Imports. . 647.9 729.5 727.G 942.7 353.6

-150.1 -130.9 -33.0 -309.1 -132.0

Balance of payments

Goods and cervices (net) -170.5 -197.ij -203.o -405.3
Private transfers (net) 29.0 44.9 29.0 40.2

Government transfers (net) 52.6 3^.7 04.2 133*3
Capital 133.7 111.6 35-0 26.3

Reserves and related items -10,0 -20.3 125,6 l0l,3

Errors and omissions -26,7 -15.4 9.2 25.2

Source; IuF, International Financial Statistics, vol. XXXII, No. 10, October 1979.



Ethiopia's exports consist mainly of coffee, hides and skins, oil seedc and pulses.

Coffee accounts for over.70 per cent of the total value of. exports. The value of exports

which hatf-increased by' 1&.7 per. cent in 1977 over tl;at of 1976 declined by 9 per cent in
1978 chiefly due to the drop in coffee prices and the reduced level of oil seeds and

pulses exports. Efforts are being made through the Development Campaign to compensate

for the fall in prices through increasing the quantity of exports. The target for 1979/G0
in the Development, Car-ipaign is for a 46 per cent rise in the value of exports.

The quantity of coffee exported increased from 43,200 tonnec in 1977 to 65,300 tonnes
in 197C but the value dropped from ETB 519.3 million to ETB 502,3 million. Sorae 20,000

tonnes have already been exported during the first quarter of 1979. The Development

Campaign has set a target of 100,000 metric tonnes of coffee exports for 1979/00.

The value of hides and skins, the second largest exports, increased by 39 per cent

in 197o ac a result of the high prices prevailing in international markets. Exports of

oil see&c and pulses, however, dropped substantially.

The value of imports increased by 29.5 per cent in 1970 over the level in 1977. In

the.first quarter of 1979, they rose by 51.5 per cent over the corresponding period in

1$78 showing-a particular high rate of increase. In 197& the value of rai; materials and

semi-finished goods increased by 45.3 per cent.

'The share of'capital goods imports.(rnae&iney and transport'equipment) increased froa
27.0 per cent in 1977 to 38.3 per cent in 197&* an indication of the revival of invest

ment activity. '

The balance of payments is a major constraint upon economic growth. In 1970> the
country's balance of payments position deteriorated and the international reserves of

Ethiopia were reduced by ETB lGl.3 million after a fall of ETB 125*6 million in 1977. The
worsening of the basic position was mainly due to the rise in the current account deficit

and a further fall in the net inflow of capital. The net capital inflow had been

ETB 111.6 million in 1976 but fell to ETB 35.0 million in 1977 and ETB 26.3 million in

1970.

6; Development aid and external debt

Net grant receipts have increased in value, from ETB 32.9 million in 1971/72 to
ETB 140.8 million in 1977/78. The main items financed by these transfers were commo

dities (especially for drought relief), services and technical assistance. The amounts

transferred are split about half and half between cash and kind. Although the terras of

new loans and credit commitments appear to have hardened recently, the share of grants in

total external assistance lias increased and the over-all cost of external resources, i.e.

loans, credits and grants have not increased.

In 1970, total foreign loan drawings by government including autonomous agencies

amounted to ETB 131.3 million, an increase of 22.9 per cent over 1977. Tiiis significant
increase was due to the disbursement of ETB 29.1 million from the BIF Trust Fund. The

International Development Association still maintains its position as the major contri

butor and during the period under review accounted for 51 per cent of the drawings.
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The total outstanding external public debt stood at ETB 1,092 million by the end of

1978 showing an increase of 9.7 per cent over the level in 1977- The total exludes the

balance of ETB 21.8 million which which Sweden wrote off. Ethiopia's indebtedness grew

by 11*2 per cent per annum during the period 1970-1970.

The total debt servicing (principal plus interest payments) totalled ETB 58.7
million in 1973, a small decrease from the level of 1977- The country's debt service
ratio to total experts, however, increased to about 9.3 per cent in 1973 from 3.6 per

cent in 1977

7. Government revenue and expenditure

The public sector in Ethiopia consists of the central government, local authorities

and public enterprises but data are available only for central government.

Central government revenues have grown at an average rate of 20 per cent per jj

since 1975/76 and current expenditure has risen by 13.4 per cent a year. Thus in 197o/79
provisional results show a small current account surplus. Capital expenditure has risen

less rapidly than current expenditure and was ETB 350.6 million in 1973/79. The deficits
on current account and capital expenditure have been financed by foreign grants and loans
but more significantly by internal loans. In 1973/79, however, due to the restoration of
peace and order, current expenditure declined by 5 per cent while current revenue increases

by 16 per cent. The small surplus generated together with foreign grants and loans of
ETB 193*5 million enabled central government borrowing from the banking system to be

reduced to only ETB 8lu2 million*

Ethiopia : Table4. Government revenue and expenditure, 1975/76 to 1979/^0 (millions
of Ethiopian birr)

1975/75 1976/77 1977/70 197C/79-71979/eob-/

Recurrent revenue 7C1.1 1 010.4 1 1S2.C 1 347.0 1 555.?-
Recurrent expenditure J37!5s9_^L03£o_JLj^

Surplus/deficit . " " , -94.C .' -S.l -173-1 &)- -99,3

Foreign grants -77-2 -.136.5" " Lx>.6 #-C 151.6
External loans and credits 121.9 lOj.l ^9.3, 1jQ.7
Capital expenditure 202,9 325.03l£liMp

'Financing required ' 170.6 173.0 344.6 91.5 393.2

Internal loano^ 220,3 ...Jgkl 345,0. Cl^ ^93,2

Over-all balance, ,"+41.7 " -47.9 40.4 " -10.7 ' nil

Sources Government of Ethiopia! uinictry of Finance,

a/ Provisional. '

b/ Budget estimatec.

0/ From banking oyotea.
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For 1979A>0 the budget estimates show a rice of 15.5 per cent in current revenue

but a much larger increase of 2$,6 per cent in current expenditure. This resulta in

a current deficit of ETB-9S.3 million and as capital expenditure is to rice to 2YB 701*3

million, internal loans of ETB 393*2 million are required to supplement foreign grants

of 151.6 million and foreign loans and credits of ETB ?Co million.

G. L'ioney and banking

Given the trends in expenditure since 1974, and despite good revenue performance,

the Government lias had to increase its reliance on domestic borrowing. Since the

borrowing had been from the banking system mainly from the National Bank of Ethiopia, in

the form of long-term bondc, it had a considerable influence upon money supply.

Credit to the Government has become a major determinant of raoney supply since 1975

but claims on the private sector and on other financial institutions has also increased

substantially. Since December 1976 net foreign assets have declined. The ratio of noney

plus quasi-raoney to GDP has increased from about l5 per cent in 1973/74 to about 22 per

cent in 1977/70 which is belived to have contributed to inflationary pressure.

Ethiopia: Table 5* Monetary survey, vj/j to 1979 (millions of Ethiopian birr)

End End . End End pril \

- . 1975 1976 1977 1978 . 1979

Net foreign assets -• 645.2 671.2 576.0 417.1 390.9

Domestic credit:

Net claims on Government 259.3 445.1 605.7 30o.4 346.1
Claims on private sector 464.3 466.7 56S.2 731.5 837-8
Claims on other financial institutions 112.9 135.3 171.0 2G6.2 353.3

Money ' 033.O 009,6 905.O 1 210.7 1 255.4

Quasi-money 301*8 449.9 473.2 403,2 496*9

Other items (net 297.0 453C7 462.5 549.3 675.7

Source: BiF, International Financial Statistics, vol. XXXII, No* 10, October 1979.



In 1977, despite tiie government * a heavy borrowing from the banking system monetary
^°" measured b'/ **<* growth of money and quaoi-noney rose by only 7.0 per cent but
o the increase uac 24.7 per cent airi an important factor behind this expansion has

been the increase in credit, to the non-government sector in order to finance the Develop
ment Campaign. Total domestic credit was ETC 1,026 million at December 197S a rise of

J°Z f? °Ver the,level of Member 1977. In the first four months of 1979 monetary
growth fell to only 3U4 per cent,

9« Employment, wages and prices

Public sector employment increased by about 100,000 between 1975 and 1978. In public

rJSnUfaCtUrinS the number f 49000 t 75000
, 975 and 1978. In pu

r"?JS the number rose frora 49,000 to 75,000, in state farms from 60,000
to uO,OOO, and for the central government from 60,000 to 100,000. Part of the increase
in public sector employment, however, represents former temporary workers beinr piven
permanent employment.

Since 19715, with the land reform, and with rising agricultural prices (especially
for food), the rural-urban gap has probably narrower. The ratio of food to non -fo<tf
prices in the Addis Ababa retail price index, has risen roughly one-third since 1975O

The average wage rate has risen since 1975 due to successive increases in the wartec
and salaries of the lowest-paid workers. Thei remunerations were increased in stages"
until the level of ETB 2G!J per month for civil servants and ETB 450 per month for employee*
of public enterprises was reached. Uages above that.level have been frozen since 1975* At
present, the tlages Board which was recently established "is-undertaking studies in order to
formulate a framework for uage determination and government policy.

As far as prices are concerned, the Addis Ababa retail prices index which rose by

i^^6nt ln 1976/77 and l8'5 ^er cent in 1977/7C showed a lower rise of 12.9 per cent
in 1970/79, Further falls in the rate of price increase are expected as production
increases and distribution improves as a result of the Development Campaign.

Addis Ababa Retail Price Index

Total index

Food

Cloting

10o Review of social

1974/75

161.6

165.4

184 • 5

development

1975/76

192.2

207.1

199.G

1976/77

234.2

260,0

210.2

1977/70

277.7

31C6

234.6

1970/79

313.6

360,9

257.1

The major activities in the area of social development highlighted in the Development
Campaign include a co-ordinated attack on social problems such as unemployment, orphanage
illiteracy, etc. In the field of education, the long-term goal as indicated in the
national Democratic Revolution Programme, is to eliminate illiteracy, eventually to
provide free education to the broad masses and to emphasise in education the studies of
science and technology. The attack on illiteracy through the mobilization of students
and teachers and the help of Urban Dwellers Accociation and Peasant Association has bad
successful results during the First Year Development Campaign. The illiteracy rate which
was estimated at 93 per cent in 1977/70 is believed to have dropped to 75 per cent in
197o/79o The effort is to continue during 1979/00.
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B, VA30R PROBt&w

In hie speach narking the 5th Anniversary of the Ethiopian devolution, the Chairnan

of the Provisional Military Administrative Council has identified certain outstanding

problems facing the economy. Thenc ares

1. Shortage ■ in investment and savingsi the low level of investment line acted as a

serious restraint on the expansion of aggregate output- Lou domestic savings

are a major determinant of this low level of investment*

2. Shortcomings in the construction industry; activities of the construction sector

have been constrained by shortages of cement and by soaring prices of building

materials. The impact was serious particularly in residential construction where

a serious housing shortage exists.

3. The lar.qe trade deficit and the drain in foreign exchange reservess as a result

of fast increasing imports relative to exports and particularly the continuous

rise in prices of imported fuel and capital goods there has been a deleterious

impact on the country's foreign trade balance.

4. Inflation: as a result of increase in prices of imported fuel and manufacture--

goddsj the low agricultural and industrial output relative to aggregate demand;

and weaknesses in domestic distribution of commodities, the continuous increase

of prices has had adverse effects on the already low standard of living* Althoug!

the rate of increase of the Acidic Ababa retail price index dropped from l5;5 per
cent in 1977/70 to 12.9 per cent in 1970/79, ^ie droP has not really been commen
surate with increases in agricultural and industrial production observed in

1970/79.

J. Shortages of basic goods to meet developmental and consumer needs: in this

category fall commodities which have high linkage, e.g. cement and industrial

raw materials such as wheat and berley.

5. Unemployment: although comprehensive and reliable unemployment data are laclcings

and there are indications thr.t the unemployment problem is improving, never

theless, because of the deep-:'oated nature of problem and the relatively high

'growth of high school leavers and drop-outs, unemployment remains a major area

of concern.

C. IiJTEPulAL IST/ELOFLIEirr P0LICIE3

The First Year Development Campaign Programme focused on agriculture, industry, and

trade while construction, transport and communication, health, education and water sectors

were also incorporated in' the programme. The Congress of the Supreme Council met in early

October 1979 and has approved the Second Year Development Campaign Programme. The Second
Year Development Campaign seems to be more comprehensive that the First and' attempts to

tackle the problems indicated previously.

The objectives of the Second Year development Campaign are:



1* To ensure that basic consumer goods such ac food and textiles are produced to

meet demands of the consumers and to provide improved services and management

in housing, schools, potable water, transport and the like;

2. To strengthen the complementarity between agriculture and industry. This

means encouraging the agricultural sector of the economy to produce enough rav

materials both in quantity and quality as are needed for the industrial sector

of the economy, and the latter's provision of supplies of various locally

produced implements and tools;

3. To make improvements on the foundation laid so far by the First Development

Campaign to solve the problem of unemployment and illiteracy, and to provide

necessary support for orphans, and war victims;

4. To strengthen the participation of government and mass organizations in produc

tion and distribution so aa to improve these and help stabilize prices;

5. To augment the foreign exchange earning of the country by increasing the

quantity and variery of exportable agricultural commodities and industrial

products|

6. To encourage and increase work productivity through preparing an incomes policy

based oh equality and justice;

7. To strengthen and expand producers and service co-operatives in order to enable

the development of a modern* production system

In order to realise the above objectives, strategies adopted by the Second Year

Development Campaign Programme include; (i) increasing the level of savings and invest

ment, (ii) raising the productivity of land, labour and capital, (iii) employing
more labour intensive technicrues, (iv) improving the organizational efficiency of state

and mass organisations, and (v) expanding output of exportable commodities.

D. PROSPECTS FOR 1979 AIID 19GO

Prospects of economic and social development of Ethiopia in 1979 and 19OO appear

brighter. As a result of efforts wade during the Second Development Caopaingn real GDP

is forecast to increase by 7.3 per cent in 1979/30. Agricultural GDP is expected to chow

real growth of 3.9 per cent which is higher than the 2«!j per cent annual population growth

rate and is z~ clear indication of the desire for Ethiopia to eliminate food shortages ac

swiftly ac possible. Uanufacturing GDP is expected to expand by close to 9 per cent in

real terms.

Gross fixed investment of STB 1.3 billion is planned for 1979/80 which is about 17
per cent of GDP at market prices and represent- a significant improvement over the

previous years.

However, it id important to realise that the country's economic growth targets will

continue to be constrained by balance of paye;nents difficulties, Ethiopia's exports,

with over 90 per cent originating from the agriculture sector, are exposed to vicissitudes

of international market prices. Imports have been growing much faster than exports largely

due to the sharp increase in the price of oil and capital goods. Despite the co-ordinated

national effort to promote exports and to economize on the use of fuel, the recent oil

price escalation has become a serious threat to Ethiopiafs economic development.
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2. EXTERNAL IS30URCE ICQUIRS SlfTC FOR ETHIOPIA

During the ten Year period frou 19GC-1959 to 1977-1973 external teclinical assistance
received by Ethiopia averaged ETC 73.7 million a year while the crocs inflow of external

loans averaged ETB 101*4 million. Total debt rervicing was ETB 5G*9 million in 1977/70
eo after allowing for debt servicing the net iiiflow cf external loans and'acsistance was

ETC 129.4 million icu-tiaat yc.cx.

Despite Ethiopia's"potential, her exports are limited to & few agricultural products

with coffee accounting for close to 70 per cent of current export earnings. It ic projectec

that najor improvements in the purchasing power over the estimated increase, of about 1,L>

per cent yearly only in the 197Ofs are unlikely, to be achieved in the 193O's since prices

of certain commodity imports like fertilizers, chemicals and oil are expected to continue

their upward-trend. It is, for example, being anticipated that in 1979/OG, fuel imports
could claim over 315 per., cent of Ethiopia1 c total export earnings. These elements indicate

that an increasing flow of aid to"Ethiopia will be needed in the C

According to soue nofe projections undertaken recently by UNCTAD, it is projected thr'

under a scenario of a target growth rate of GDP of 5 per cent in the 19^0's, Ethiopia

would have a trade gap of approximately ETB 241.6 million or about 3 per cent of GDP in

1979/uO'an^ of about ETB !>34^5 Million or 4 per cent of GDP by 1990* Under a scenario
of doubling of per capita GDP by 1989/90 suggested by the Committee for Development

Planning,for least develpped countries, the projected trade gap would be of the order of

10 per cent of. GDP in the 19G5-199O period. These projections clearly show the extent to

which there ic a need to increase the flow of external assistance to Ethiopia if it has to

achieve a larger measure of self—reliance a:id to succeed in its commendable present

development efforts.

The firts key areas identified for aid application in Ethiopia is the agriculture

sector where there is! (a) considerable unutilized development potential with over llu

million hectares of arable land of which only about 10 per cent is currently cultivated;

and b) large animal resources which have not yet been fully exploited. The second area

of immediate aid application is manufacturing. This sector is saddled with dilapidated

machinery whose replacement is overdue, uoreover, demand for basic industrial consumer

goods had in recent years overtaken the available production capacity, A third area is

power. Consumption of electric power has been growing at a fast rate and preliminary

ctudiec indicate that the country may be faced with a shortage of power supply by 9
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GABOJT

A. ECONOMIC AED SOCIAL DEVELOPMENT* 1978-1979

1. Introduction

1Q7* ^ stabilization programme introduced in 1977 had greatest impact in
JlLTt +tTe WaS+a rrXiarge fal1 in investm«^ expenditure which had a material
effedt on the country's GDP. The value of gross fixed capital formation had reached
the exceptional level of 435 billion CFA francs in 1976 but this was reduced in the
succeeding years to CFAF 226 billion in 1977 and only CFAF 103 billion in 1978, The
stabilisation programme was introduced because the public debt had risen so rapidlv
that its servicing and repayment was becoming unmanageable at a time of stagnation or
falling receipts.from crude petroleum exports. GDP at current prices fell by 11.6
per cent in 1977 and a further 20 per cent in 1978. Indications are that in both
years there were also substantial reductions in GDP at constant prices.

The steep fall in investments in 1978 led to a significant reduction in imports
and. very rough data suggest that they were probably valued at around CPAF 130 billion
while exports were in the region of CFAF 275 billion. The large trade surplus was

?rVvx v Lt0 C°Ver the gap in earni^s from services but also to repay some of
e? ^ YVhe H™ ° '9?6 E dit huntiieiQ?Q t^t rYVhe H™ -° '9?6' E°WeVer' d6Spite these ™*™>entB it was notuntil 1979 that Gabon's net foreign assets began to recover. These assets, which had

been valued at CFAF 26,5 billion at the end of 1975, fell to -CFAF 19.5 billion
at December 1977 but were -CFAF 11.2 billion at May 1979.

Inflation measured by the average increase in wholesale and retail prices was
progressively reduced in 1977 and 1978 with increases of 14.1 per cent and 9-8 per cent
respectively compared to I8e8 per cent in 1976. By May 1979 consumer prices were 8
per cent higher than in May 1978 so the trend to low^r inflation has continued.

Prospects for 1979 are better basically because of the substantial rise in crude
petroleum prices and their impact on export earnings. However, the effect of the
stabilization programme will be to reduce growth in the economy. The fall in money
supply has been continuous since the end of 1976 and the impact of this fall in 1979

in™ v ! I bS deflationaiT- On balance GDP at current prices should have risen in
1979 but at constant prices a further fall is in prospect mainly because of lower
crude petroleum output and a further fall in investment activity.

2- GDP by industrial origin

The extraordinary level of fixed capital formation achieved in 1976 had led to
a massive rise in GDP contributed by the construction sector and to large rises
in sectors such as commerce and non-Governmental services. But the scaling down of
the investment effort in 1977 and 1978 caused a reaction and by 1978 construction and
commerce were both contributing less at current prices to GDP than they had in 1975.
There was also a substantial increase in the mining sector in 1976 but again a fall
from the 1976 level so that in 1978 this sector's contribution to GDP was about the
same as m 1975- In contrast, both manufacturing and agriculture showed continuous
increases m their contributions to GDP in 1976, 1977 and 1978.
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jab on: Table 1, GDP by source, 197^-1978

(billions of CFA francsj

At current prices 197s 1976 1977 1978

Agriculture, forestry and fishing 29.7 36,0 37.7 42.4

Mining and petroleum 205.5 244.8 235.1 208-.4

Manufacturing a/ 19.8 28.9- 32.3 ' ' 35V8:
Construction 55.7 168.2 97.7 41.5

Wholesale and retail trade 33.1 68.9 40.0 23.0

Transport and communications - 17.2 27.8 24.2 20.8

Other services ■ 43.6 70.5 74.2 55.1
Administrative services 26.0 35.5 43.7 41.6

Total GDP at factory cost b/ ■ 430,6 680,6 584.9 468.6

Source: Bulletin de l'Afrique Noire, No. 1013, 25 juillet 1979.

a/ Includes electricity and water.

b/ GDP at market prices less import duties.

3- Selected eoonomic sectors

($) Agriculture, forestry, fishing. This is a relatively small sector of the
economy but a majority of the population still lives in the rural areas. The food

supply for the urban areas depends to a large expent on imports. Coffee, and
cocoa are commercial crops and sugar cane is being grown more extensively to provide

sugar for- the domestic market. There are projects to develop other commercial crops,

Gabon: Table 2. Agriculture and forestry production, 1975-1978

1974/75 ■ 1975/76 ■ 1976/77- ■ -1977/78

Commercial crops

Cocoa (tons) 4 869 4 549 3 573 3 718
Coffee (tons) 103 203 36O 502
Sugar (tons) ... ... 3 300 7 000
Forestry 1975 1976 1977 1975

Okoume (thousands of or) 1 '068 ■ 1 095 1 273 1 226
Ozigo (thousands of m ^ 75 81 70 69

Source: Marches Tropicaux et Mediterraneens, No. 1758, 20 juillet 1979.
Bulletin de 1*Afrique Noire, Ho. 1003, 16 mai 1979.

Banque des Etats de lrAfrique Centrale, Etudes et Statistiques, No. 60.
, mars 1979. ~~~~ ~"^

In 1977/78 there vere better results from cocoa and coffee production helped by
higher producer prices. Sugar output reached 7,000 tons in 1978 and up to 14,000 tons
were forecast for 1979.



- 84 -

^ Linstock holdings are very small and the fish catch is minimal iri realtion to
the potential so there are substantial imports of meat and fish for consumption.

...J?.ar.&stry production recovered in 1977 but there was a small fall in 1978 with
ne production ^.7 ner npnt, i»«fi. i, ,„«*,+■; ^ .:.„ 1qc,+ ,_rtV,, ~ .. ..4-.uli

1976 Vr! " 3?? 5f 9°6 t0nn6S ln 1977- ^^ fel1

responsible for this decline in production.

h,1+-JJ~£!? 1975 t0 1977 were peak years for production of crude petroleum
l ^1? there vas a fall in outt f 1126?

? 977 p years for production of crude petroleum
til of^1? there vas a fall in output from 11.26? million 10.6 million tons, at a
Tm\fr, rela^Tely ?oor "orld demand- ^ a greater proportion of the output in 1978
from 9 ? ?r« qd°me^10a1^ this raeant tha* ^6rt8 of crude petroleum Were redded
Cmul;\ll8;lZllrVons' DuriDg 197&'nsw fields '
Gabon: Table 3. Mineral and petroleum production, 1975-1978

1975 1976 1977 1978

Uranium metal (tons) 6?T 1 0T9 1 0?2 Q

Manganese .ore (thousands of tons)

f 2 186 2 203 1 840 1 6164

a* 62 78 q /i

Crude petroleum (thousands of .tons.) -11 315 ■ ■ -11 324 11 267 10

,Sourcei Bulletin de 1'Afrique Noire.-Ho. 1003, 16 mai 1979

Exploration for minerals is bein^ continued in Gabon and various new deposits
ot petroleum and manganese ore have "been located.

(2) Manufacturing. There has been a rapid growth in new manufacturing
establishments over the last few years and, despite the stabilization programme, ■ ■
there was.-a-r-ise in the value of output in 1978. However, the output from industries
using- local timber was affected by the low level of demand on external markets and

?a7A V?ne6£S and V1^006- was reduced. Similarly, production of cement fell
in mtt-in line with the lower demand from the construction industry. Output of
petroleum products increased as more use was made, of the oil refineries.

^ +^ actively pursuing its policy .of industrialization and, as mentioned
,, the project for the.prp-duction of cellulose wood-pulp is now under development.

Apart from this large project, smaller enterprises are now being emphasized.



Gabon: Ta\le 4. Output of electricity and selected manufactures, 1975-1978

1975 1976 1977 1978

Electricity (millions of kWh) 253 328 436 513
Flour (tons) 12 531 14 916 15 655 "14 823
Sugar'(tons) " ' - 500 3 252 7 000
Beer (thousands of hi) " 341 374 462 519
Other drinks (thousands of hi) 95 125 1°7 183
Cigarettes (tons) ' 324 347 292 295
Textiles (millions of metres) b/ ' ••• 6.47 4*05 6.04
Petroleum products (thousands of tons)'a/ £01 1 454 1 592 1 714
Cement (thousand of tons) 92 107 180 134
Plywood (thousands of m ) 63.6 74-7 73.6 68.5

-Sourc-et Bulletin de lTAfrique Noire, Ho. 1003, 16 mai 1979 -

&/ Crude treated,

b/ Prints.

(_d) Electricity. There has been a high growth in electricity production since

1975 and output in I978 was more than twice as high as in 1975- Installed capacity

of the Societe d'Energie "et Bau du Gabon was 205,613 KVA3n19?8 and output was
513 million k"Wh. Most electricity is used by the large industrial enterprises but

the number of domestic consumers is increasing rapidly.

(e) Construction. The boom in this industry peaked in 1976 but since then output

has fallen very drastically and the contribution of the sector to GDP at current

prices in 1978 was less than in 1975- The economy became greatly over expanded with

the investment effort attempted in 1976 and a period of retrenchment was required

to ensure the country did not overeach itself in relation to its ability to repay

loans and to meet loan service charges.

(f) Transport services. As .shown in table 5, there was a particularly sharp

fall Tn the tonnage of goods unloaded at the two main ports in 1978, the total of

676,200 tons being 5O.4 per cent below the record figure of 1,362,300 tons of 1977-
The tonnage of goods loaded was also reduced but by only 3-5 per cent from the figure

of 12,555,100 tons of 1977.

The statistics for passengers and freight handled at Libreville airport in 1978
also.show reductions of 7.5 per cent and 29-3 per cent respectively. These transport

figures point to the success of the policy of stabilizing the economy.

However, one effect of the stabilization policy has been a postponement of the

project for a port at Santa Clara which would have cost CPAP 30 billion but the

construction of the Trans-Gabon railway is continuing although it is now running

behind schedule. Only 45 per cent of the first section from Libreville through

Franceville up to Mkjole was completed at the end of 1978.
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Gabon: Table 5. Selected transport indicators, 1975-1978

1975 1976 1977 1978

Port of Libreville

Freight loaded (thousands of tons) 190-7 160.2 145-8 190.5
Freight unloaded (thousands of tons) 520.7 1 088.2 1 176.7 582,5

Port of Port Gentil

Freight loaded (thousands of tons) 10 725-2 11 555-6 12 409-3 11 790.3
Freight unloaded (thousands of tons) 172.5 208.2 185.6 93*7

Libreville Airport

Passengers handled (thousand) * 388.0 493.0 505-0 467*0
Freight (tons) 21 4^5-0 32 279-0 46 903.0 33 151-0

Source: Bulletin de l'Afrique Noire, No. 1013, 15 juillet 1979 9" No." 1021,

24 octobre 1979-

4. Expenditure and GDP

The sharp fall in investment expenditure since 1976 has already been mentioned,

In 1978 the total of gross fixed capital formation plus stock changes was.reduced

to CFAF 120.5 billion equal to 23.7 per cent of GUP; in 1976 the totals had been

CFAP 528.5 billion and 73-5 per cent of GDP and in 1977 CFAF 301.8 billion and 47-5
per cent. The very hi^h level of investment in the years 1975 to 1977? equal to
61.2 per rent of the GDP in those three years, was clearly unsustainable and was

creating severe strains in the economy.

Gabon: Table 6. Expenditure and GDP, 1975-1978 (billions of CFA francs)

At current prices 1975 1976 1977 197*

Private consumption ■ 108.7 118.3 . HO.3 156.2
Public consumption 56.5 76.0 95-0 124-9
Gross fixed capital formation 258.1 435-5 226.4 103.4
Change in stocks ■ 24.8 93.0 75-4 17-1
Exports less imports of goods , ,
La Re7vic"eS 14.3 -3.7 98.6 107.D

Total GDP at market prices 462.4 719-1 635*7

Source: ECA estimates and national data.

Between 1975 and 1978 consumption expenditure rose by 70 per cent but there
was a much faster rise in public consumption (121.1 per cent) than in private consumption

(43.7 per cent).
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5. External tradeaand balance of payments

Crude petroleum production was reduced in 1978 and prices on world markeis were

lower, which led to a fall in realizations from crude petroleum exports of the order

of CFAF 14 "billion. However, there appear to have been larger exports of refined

products and earnings from uranium also advanced. The figures given in table 7

are liable to substantial error and one source shows exports valued at CFAF 330

billion in 1977 and CFAF 287 billion in 1978.

However^ what seems likely is that the trade surplus was again very large in

1978 and probably substantially higher than in 1977* Imports were reduced

significantly in 1978 probably by as much as CFAF 33 billion as a result of the

measures taken to stabilize the economy.

Gabon! Table 7* External trade and balance of payments, 1975-1978-,

Millions of CFA francs)

1975 ■ 1976 1977 1978 a/

External trade

Exports

Imports h/

Balance

Balance of payments

Goods and services (net)

Private transfers (net)

Government "transfers (net)

Capital (net)
Reserves and related-items

Errors and omissions

201.9

115.7

86.2

14.5" ■
-10.5

■ 8.5 "

-2.3

-9.9

-0.3

271.5
153.0

118.5

10.3

-13-9
■10.2-"

■ -10.2

4.1

-0.5

269.0

163.4

■ 105.6

19.6

-17.2

8.1

-15.0

25.9

-21.4

275
130

145

. # n

• * ■

. . *

e • .

. « .

...

.0 .

.0

.0

Source: IMF, International Financial Statistics, vol. XXXII, No, 11, November 197°

a/- Very rough ECA estimates based on incomplete data.

"bj Derived from IMF DOT publications. "

The balance of payments in transactions in 1976 and 1977 led to a high reduction

in the level of the countryTs external reserves. The net capital flows in those

two years uoved. outwards because of a very larg short-term capital outflow which

outweighed-the inflow of long-term capital.

For 1978 there are no current data "but the country's total foreign reserves

were beginning to be built up again after the extraordinary declines recorded in

both 1976 andn1977. However, there was little recovery in net foreign assets in

1978 itself although a movement in this direction started in the first half of 1979.

It has been reported that the external debt of Gabon had fallen substantially

in 1979 indicating that significant repayments had been made.



6, Development aid and external debt

Because of the feeling of confidence engendered by the oil price rise in 1974,

Gabon increased its investment effort very greatly in the years to 1976 and 1977

but foreign borrowing was used for much of the increased investment and as a result

the disbursed foreign debt reached *US 1.25 billion at the end of 1977. This

sum is equal to more than CFAF 300 billion and included a high element of relatively

short-term loans. The budget for 1977 showed public debt repayments of CFAF 67 billion

and for 1978 and 1979 these totals rose to- CFAF 120 billion and CFAF 122 billion
respectively. Under the terms of an agreement reached in 1978 with foreign creditors

and under the auspices of IMF, part of the debt was consolidated.

Development aid is important to Gabon and in 1977 the total was CFAF 22 billion.

The balance of payments shows net receipts of government transfers of CFAF 8.5

billion in 1975? 10.2 billion in 1976 and 8.1 billion in 1977.

7. Government revenue and expenditure

The stabilization programme has as its main element the reduction in investment

expenditure.especially to avoid further foreign borrowing and' to- be able to repay

some of the large loans of the years 1975 to 1977- Total expenditure was actually-

reduced in 1978 in line with the expected decline in revenue. Very large sums were
allocated in 1978 and 1979 to repaying1debts and if these sums are excluded total
expenditure falls from CFAF 188,3 billion in 1977 to CFAF 123.7 billion in 1978
and CFAF 160.8 billion in 1979.

Gabon; Table. .8. . Government revenue and expenditure, 1975-1979
(bTllions of CFA francs)

1975 1976 1977 1978 1979

Receipts 151-4 193.1 255.8 242.5 282.4

Recurrent expenditure 44-2 a/. 5^-2 a/ . 84.6 a/ 87.2 86.2
Capital expenditure

Public debt ■ 19.6" ' " 28.4 67.5 ' ' 119-8 121.6

Other - ■ 87.7 .... 106.5 403.-7 36.5 74.6

Source; Bulletin de ^Afrique Noire. No. 1021, 24 octobre 1979

a/ Includes capital expenditure of CFAF 6.6 billion, 7.4 billion and 12.2
billion respectively.

The rise in Government current expenditure, excluding capital expenditure .

included in the current budget, is from CFAF .37.6 billion in 1975 to CFAF 87.2

billion in 1978, an average rate of increase of 32.4 per cent a year. In 1979 current

expenditure was reduced from CFAF 87.2 billion to CFAF 86.2 billion.

The monetary aggregates given below include net claims on Government. The

total rose sharply in both 1976 and 1977 with an increase in claims on Government

by the banking system of CFAF 53.4 billion. However, in 1978 these net claims were

reduced by CFAF 26.91 billion.
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8, Money1 and "banking

After the very large rises in domestic credit in 1976 extended to both the
Government and_the private sectors there was a further substantial but smaller rise
in 1977 while in 1978 the sharp scaling down of net claims on the Government was
accompanied by only a small rise in credit to the private sector. These movements
in domestic credit were accompanied by a reduction in foreign assets in 1976 and
19/7 out little change in 1978.

Gabon: Table 9. Monetary survey, 197^1979 (billions of CFA francs)

End End End End May
1975 1976 1977 1978 1979

-19'46 -*'» -"'20
Wet claims on Government -11.61 21.10 41.82 14.91 19 8S
Claims on private sector 66.42 - 103.20 124.71 129.83 120^72

5897 10405 6 8
47 19.83 120^72

58.97 -104.05 95.76 89.83 7573

11-98 28-43 8g ign borrowing 3.46 4.00
Other items (net)6,91 1O.61

fTZXT°nel ■ , 11-98 28-43 33'81 22-94 27 80Long-term foreign borrowing 3.46 4.00 4.09 3.74 [ Qq
Oth it ()£J ^ £*

IMF' International Financial Statistic, vol. XXXII, No. 11, November 1979

was tfleadP?n\r-the m°m*J^ I™*** V*** quasi-money) of these various movements
was to lead to an increase of 66.7 per cent in 1976 but falls of 2.2 per cent in 1977
and 13 percent m 1978. This sharp fall in 1978 had an impact on~the level of
inflation but as it was accompanied by a reduction in the real GDP and thus the net
result was a rise m average wholesale and consumer prices of 9.8 per cent.

Figures for the first five months of 1979 show some recovery in net foreign
assets but a further fall in total domestic credit so that the money supply at*
May 1979 was 8.2 per cent lese than at December 1978.

9» Wages and prices

There are two minimum wage levels in Jabon, one for agricultural and the other
for non-agricultural workers. Since 1974 there has been an automatic increase of
i P?r °e? ™h *ime the consuffier Price index for workers shows a rise of the level.'
pS.^^iJ977 thS minimum wage for non-agricultural workers was raised from
CFAF 23,000 to 30,000 a month. In May 1979 a special bonus was awarded to Gabonese
nationals raising their minimum to CFAF 40,000 a month,

+*a+ ^_^liB^ed ^ndex numbers on consumer prices and wholesale prices indicate
that inflation has been reduced from H.1 per cent in 1977 to 9.8 per cent in 1978
and a further fall seems likely for 1979. y'

10• Employment and unemployment

Gabon relies heavily on migrant workers including expatriates from Europe.
Substantial immigration has been absorbed without strains on the social scene.

?T^ I the fabili2ati0* measures taken, the economic slowdown in 1977 and
led to some closures and particularly to the liquidation of projects set up
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during the investment boom up to mid-1977. This has resulted in persons losing their
jobs. The construction industry has been most affected by this sort of unemployment '
but there have also been ripple effects in sectors supplying the construction industry
while consumer demand has also been reduced*

B. MAJOR PROBLEMS

The attempt to increase the investment level in the country drastically by
heavy external, borrowing led to over-heating the economy. Ultimately a stabilization

programme had to be introduced and this in itself has led to falling expenditure

on GDP at both current and constant prices and the emergence of unemployment.

In the latter half of 1979 it appeared that the stabilization measures had been,.
largely, .successful, and- the-repayment of a substantial part of the external debt

together with the consolidation of the remainder had led to a situation where groowth
of the economy based on a substantial uut sustainable level of investment .could be

restarted,.....The rise.in crude-oil prices in 1979 helped in restoring'the situation.

Within* tore economy'which still has large natural resources to sustain its
development for a considerable period, there is a shortage of middle and higher level
manpower and'even at-the unskilled level'there is a high dependence on migrant
workers. .The* economy is heavily dependent on its mining sector and such dependence
can produce problems "which only diversification can resolve.

C. INTERNAL DEVELOPMENT POLICIES

The stabilization policy has already been mentioned. The programme has:.meant
an end «fco large foreign borrowing for investment purposes and' all investment projects

are now subject to the over-all control of the Ministry of Planning. Up to 1979,

with the need to repay foreign loans swiftly, the economy was subject to fairly

stringent domestic credit controls and also to a curtailment of the Government's
own investment budget.

Some part of the investment programme has been abandoned or postponed, but the
basic strategy for development continues to be that of opening' up areas with mineral

and forest resources ready for exploitaion. At the same time the manufacturing base
is being expanded and the infrastructure made more appropriate.

D. PROSPECTS FOR 1979 aWD 1980

The year 1979 will see a fairly large rise in CUP at current prices but only

a moderate rice at constant prices. In 1950 there should be more funds available

for investment so the chances are that there could be a more substantial rise in

GDP at constant prices. However, much will depend on the demand for GabonTs major

exports including crude petroleum and any setback in earnings from petroleum in

particular would militate against the advance that would otherwise be possible.



Q 1
"*■ j l —

GHAHA

A. ECONOMIC AUD SOCIAL DEVELOPMLiKT, 197&-1979

1» Introduction

The Ghanaian economy during the period 197^79 was characterized "by
sluggish economic activity as well as severe inflationary pressures. In

1978, while consumer prices rose "by over 70 per cent, the rate of growth

in GDP in real terms is projected at around the previous year's figure

of 1.2 per cent, much "below the target of 5 per cent forecast in the

country's five-year development plan covering the period 1975-1980.

Money supply increased continuously. In 197^ alone it rose "by

over 70 per cent mainly as a result of the heavy "budget deficit financed

"by borrowing from the central "bank.

The external sector also showed a deterioration. A rising level of

imports coupled with sluggish growth in exports helped to produce

imbalance in the external sector. As the country's balance—of-payments

position continued to deteriorate, there was an increase in arrears of

payments including those for current transactions. In the third quarter

of the year the cedi was devalued by more than ^0 per cent so that, .its

value in terms of the United States dollar fell from 0.741 to 0.364.

In the face of the'declining economic activity and the high rate of

inflation, there were increased demands from workers for more pay and' '■

better conditions of service. The large increases in money inc-omes granted

during this period only served to fuel the inflationary spiral bringing

no real benefit to the Ghanaian worker-

As shown later the prospects far 1979—1960 are not expcotei to

■be materially better than in 1976-1979 ^"t the- crmxn^ into power of a

new Government in September 1.-79 should help to tipoed up tho recovery of

the economy and its growth

2* GDP by industrial origin

Since 1974 no final Jata on JDF h^.ve teen published; there are

however some preliminary estimates by the Central Fure&u of Statistics

(CBS) covering' the period 1975 tc 1977. According to the CBS data, in

1977 GDP'is estimated to have risen at constant prices by 1.2 per cent

(see table 1). This may "be compared with declines of 4.8 per cent and

5-7 per cent recorded for 1975 and 19 76'. For 197^ there are as yet no

published data on GDF but all available indicators joint to a projected

rate of growth of between 1 and 2 per cent,

Table 1 presents a breakdown of GDP by industrial origin in real terms

for 1975 to 1977- It shows that there were declines in agricultural^and

industrial production in 1976 but in 1977 there was a slight increase in

agricultural production. In 1976 there was some increase in the output

of the transport sector and distribution and 'other services sectors which

helped to offset the large falls in agriculture and industry.

In general the only change in the structure of GDP in 1977 was, a rise

of 5 per cent in the contribution from agriculture, forestry and fishing.

The level of inflation as measured by GDP deflators was 74»3 per

cent in 1976 and 73-6 per cent in 1977*



Ghanai Table 1. GDP by source, 1970) 1975-1977 (millions of cedis)

1975 a/ 1976 a/ 1977 a/

At 1968 prices

Agriculture, forestry and fishing

Industrial production

Transports storage and communications

Distribution and other services

GDP at 1968 market prices

GDP at current market prices

.s

2

5

838

463
88 ■

709

™?8

771

720

404

91

764

1 979

9 371

2

16

756

392

90

764 '

002

477

Sources Centeral Bureau of Statistics, Accra, Ghana.

a/ Preliminary estimates,

2. Selected economic sectors

&J Agriculture, forestry and fishing. In 1977 the output from

agriculture, forestry and fishing at constant prices increased by 5

cent. This increase in agricultural production -was the result of improved

rainfall pattern. In 1978 agricultural production, especially food.crops,

probably increased again mainly as a result of the favourable weather ■

conditions experienced in the sc-.cond half of 1976. The forecast for 1979

is a total grain production of 801,000 tons compared with 772,000 tons

in 1978 artd 671,000 tons in 1977,

Ghanat Table 2.

Maize

Rioe

Millet '
Cassava

Source s Mi

Food

1975

338

70

120

2 360

nistrv

crop produc .-ion, 1975-1;

1976

286

C

'144
1 818

of Agriculture, Accia.

?_7_8 (thousands of

1977

340

133
2 332

tors)

19?8 a/

408

71
132

• * *

aj Projected.

Cocoa production, the single most important agricultural product

accounting for 8 per cent of GDP and over 60 per cent of 'total export

earnings, has been declining steadily since 1975-1976- From a level of

397?0O0 metric tons in 1975—1^76, cocoa production declined by 32 per cent

to 268,000 tons in 1977-1978. The delining trend has been attributed to

a number of factors including the cumulative effects of low producer

prices, ageing trees, labour shortages and inadequate supplies of

insecticides.
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In a "bid to revitalize the industry the producer price for cocoa was doubled

:n September 1978 to ^2,66-6 per ton and, in July 1979? it was raised further to
jZ 4,000 per'ton.

Timber output, which accounts for 4 per cent of GDP and 10 per cent of export

earnings, has also been falling. The sluggish growth in timber output is attributable

to problems over the equipment used, inadequate trucking and port facilities and the

poor condition of access roads, Another important factor which has tended to

discourage timber exports .has been the past overvaluation of the Ghanaian currency*

This has encouraged increased selling of timber on the domestic market where prices

for wood and wood products are high at the expense of exports.

The decline in output is not limited to crops as. output in the country's fishing

industry has also been declining in the past few years. This has come about as a

result of the lack of modern ocean-going fishing vessels as well as spares for

existing ones. During 1977-1978, the State Fishing Corporation, the largest fishing

company in Ghana', placed orders for eight new fishing vessels from Italy and the

Netherlands and also embarked on a refitting exercise of its old vessels-.

Industrial production

The industrial sector of the economy comprises mining and quarrying,

manufacturing, power, gas and water, and construction . In 1977, the total output

of th^JL.n.d-'^rial secfcor accounted for 20 per cent of total GDP. However, the'Output
of the industrial sector has been declining since 1975; in 1976 production in real

terms fell by 13 per cent and in 1977 it declined further by 3 per cent.

Gi) Mining. The contribution of the mining sector has been declining since 1970.
In 1970, mining accounted for 2.2 per cent of GDP but in 1976, the latest year for
•which data are available, it accounted for only 1-5 per cent of GDP.

Ghana: Table 3. Mineral production, 1975-1978

1975 1976 1977 1978

Gold (thousands of fine ounces) 523-9 509.3 440.1 402.0
Diamonds (thousand of carats) 2 328.3 2 47O.6 1 85I.2 1 4OO.O
Manganese ore (thousand of long

tons) a/ . 408.7 324.5 265.0 331.7
Bauxite (thousand of long tons) a/ 314.5 260.2 268.8 339-3

Source: Central Bureau of Statistics, Accra.

a/ Of 2,240 lb weight.

In 1978 output of manganese ore and bauxite rose by 23 per cent and 28 per cent
respectively but production of gold and diamonds, which are much more important, fell

by 9 per cent and 28 per cent. Thus when weighted by their relative importance, the
volume of mineral output measured by these four products fell further in 1978.

The country's mining industry has had to face many problems, including obsolete

machinery and equipment, shortages of spare parts, a high incidence of strikes, rising
labour costs and inadequate rail facilities, especially for bulk ores.

In 1979 the value of output of the mining sector is expected tc be boosted by

two favourable developments namely the 1978 devaluation of the Ghanaian currency and
the prevailing' high world market prices for gold and diamonds.
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(c) Manufacturing This:is the largest subsector of industrial production and
accounted for 48 per cent of total industrial production in i976. In 1976, the last
year for which disaggregated data are available, manufacturing recorded a decline of
24 per cent in total output.

Table 4 below gives the value of output-for 1975 to 1977 at current prices for
six of.the major manufacturing sectors.

Gh^m? TaTle 4. Manufacturing output by selected subseotor. 1975-1977
(millions of oedis at current prices)

Subsector . 1975 197^ 1977

Pood, beverages and tobacco 269.3 202.2 186.5

Textiles 52.4 120.9 ' I32I7
Metal products 43-4 54.7 51.0
Paper and printing 28.4 4O.6 42^
Pharmaceuticals 5C.0 -a/ 66.0 68.4
Chemicals 45.2 42.7 4O.7

Total ^z^-^rz. > 488.7 527-1 521.6

Ministry of Industries, Acrra. Central Bureau of Statistics, Accra,

a/ Rough order-of-magnitude estimate only.

Reference to the figures shows that in 1977 output value was reduced in three
out of the six subsectors. These three sectors were food, beverages and tobacco with
a fall of 8 per cent, metal products down by 7 per cent and-chemicals by 5 per cent 1
increases in output were recorded for textiles (10 per cent) paper and pririing
(4 per cent) and Pharmaceuticals (4 per cent} .

In 1978 the manufacturing sector is estimated to have operated at less than 50
per cent of its capacity. This low capacity utilization in an industry which depends
heavily on imported raw materials and components resulted from the severe import and
foreign exchange restrictions in operation. Other factors which hampered manufacturing
production during the year were rising labour costs and lack of spare parts.

(d) Energy. Electricity production in Ghana is based mainly on hydro-power at
Akosombo. Generation of electricity rose by 6 per cent in 1976 and 5 per cent in
1977- However, m 197© as a result of the breakdown of the generating machinery1 in
May, output fell by 10 per cent over the year as a whole.

It is projected that the existing capacity at Akosombo of 912 megawatts will
not be adequate for the country's future demand for electricity and this has necessitated
the construction of a second hydro-electric project at Kpong. Construction of this
project, which started in 1977 with a capacity of 150 megawatts, is expected to be
completed in 1981.

In late 1978 commercial production of offshore oil started near Saltpond, about
70 miles west of .Accra. The initial production is 5,000 barrels'a day and production
is expected to increase when more wells have been drilled. At the moment agreements
have been signed with five foreign companies for exploration of oil in various parts
of the country.
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Ghana's crude oil imports for 197<J were 1,029,200 tons indicat^^
15 per cent compared with 1977- The decrease in imports -s1^^ -suit of
difficulties encountered in the procurement cf crude oil. In t f
oil are expected to rise sharply by about 30 per cent.

(e) Construction. Construction activity (which accounts for 7 per cent of GDP)
7Z7Z 176 th lt r for which disaggregated industrial

tion. Construction activity (which accoun 7 p
Zr,t during 1976, the last year for which disaggregated industrial

aatrS: avlilafi:. "he ^Portlnce'of the construction sector in the Ghanaian economy
shouldnot be underestimated for it provides employment to a large number cf workers,
both skilled and unskilled.

'In 1977 and 1978 as the pace of inflation quickened, there was increased investmen
in construction" especially residential buildings. The level cf construction activity,
however was constrained by the periodic shortages of building materials such as cement
and Iron reds whose imports were limited by the severe import and foreign exchange
restBicWcns! In 1978 the two cement works in the country had to stop production
d'ing tne course of the year because of the unavailability of imported clinker,

(f) Transport services. In 1977 the level of activity in this sector was
reduced, slightly in line with the generally flat economic situation. Data are not
available *l be able to comment on 1978 but the generally sluggish economy was not
o^ive to increased transport activity. However the number of commercial road
vehicles in use increased by 3,100 from 30,200 in 1977 to 33,300 m 1978.

The road system covers 20,000 miles of which 2,500 miles are tarred. It is
linked to and is complemented by an 800-mile railway system. The railway, systems been
tL the bulk of the country's export products such as cocoa, timber and minerals

tonne/to! Thrdriinrin tonnage of fr.eight carried by the railway network
du4 to inadequate locomotive facilities and spares.

Ghana! Table 5. Selected transport indicators, 1975-197.8

■ • •

•»•

: 1975 1976 1977 1978
i .■-..••'.' ' ... "" ****'"~

Ports .

Freight loaded (thousands of tons) 2 831.2 ' '3 060.2 3 826.1
Freight unloaded- (thousands of. tons) 2. .233 .9 2...087.. 7. 1 970.4

Railways

Freight (in million ton/km) aj 1*1

Roads

Commercial vehicles in use (thousands) 29.4 23-9 30.2 .. .33-3

Airports ...... . ..

Passengers handled (thousands) 315-7 311.3 474.9

Source; Ministry of Transport and Communications, Accra,

a/ Figures cover financial year ended 30 June.
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During 1977, freight handled "by the country's two main ports increased by 13

per cent from 5,147,900 in 1976 to 5*796,500 tons. Freight handled by the country's

ports have been increasing over the years, but in the face of inadequate cargo

handling equipment, as well as storage facilities, congestion has been a common

feature especially at Tema'where ships at times have had to wait for over two

weeks to unload.

Travel by air has become increasin&ly popular. This is indicated by the large

increase in the number of passengers handled by the country's airports each year.

In 1977 the number of passengers who used the airports for both international and

domestic flights rose remarkably by 52 per cent from 311*300 in 1976 to 474,900.

(f\ Tourism. In Ghana the tourist industry has potential but it is yet

to be .fully developed. The State Tourist Corporation and the Ghana Tourist Board
are responsible for the promotion and development of tourism in the country.

^-Between 1976 and 1977 the number of tourists visiting.,the country rose by 7
per cent but in 1978, the figure dropped sharply by 22 per cent from 58,990 to

46,300.

On the whole, the development of the country's tourist industry has been

hampered by.the inadequate hotel and catering facilities. For example, since

1966 no new hotel has been built by the State Hotels Corporation which operates

all the-major hotels in the country.

4. Expenditure and GDP

A breakdown of the country's GDP by expenditure indicates that the amount

of available resources devoted to investment has been steadily declining. The
very large increases in total expenditure at current prices in the face of stagnant
or falling GDP at constant prices, shows how extensive has been the level of

inflation in Ghana.- ■ . .

Ghana; Table 6. Expenditure--and GDP, 1975-1977

At current prices " ; 1975 a/ 1976 a/ 1977 a/

Private consumption ' 4 293 7 800)
Public consumption . 738 907)
Gross fixed capital formation 726 79^

Change in stocks •••

Export less imports of goods and services 14

Total GDP at market prices 5 771 9 372 16 All

Source; Central Bureau Of Statistics,- Accra,

a/ Preliminary estimates.
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in 1975 the proportion of the country's resources devoted to investment was
13 per cent but in the following year the ratio fell sharply to 9 per cent and in
1977 it dropped further to an all-time low of 6 per cent, which is barely sufficient
to maintain the country's capital assets and would certainly not be adequate for
creating growth in the future,.

Total consumption expenditure as a proportion of GDP increased from 87 per cent
in 1975 to 96 per cent in 1977. .This large increase in consumption is a reflection
of the rapid increases in prices of consumer goods, especially local food items,
which occurred over the period. Real incomes have probably fallen and one result
of such a movement is to reduce the surpluses available for saving's. Based on.
the increasing proportion of GDP taken by consumption, the savings ratio was 13 per
cent in 1975 but fell to only 4 per cent in 1977. Private consumption expenditures
increased-from 74 per cent of 'GDP in 1975 to 83 per cent in 1976. At the same time
public consumption expenditure as a proportion of GDP, declined from 13 per cent in
1975 to 10 per cent in 1976.

5« .External trade and balance of payments

Provisional figures on Ghana's external trade for 1978 indicate that merchandise
experts totalled 02,634.9 million. During the same period, however, imports stood
at £2,150.1,million. There was thus a substantial visible trade balance 080.8
million recorded for 1977- Table 7 provides data on the country's external trade
and balance of payments for 1975 to 1978 but with figures converted to the post-1978
devaluation level of ^US 1 = 02.75- For 1975 to 1977 exports and imports at the
then pravailing rates of exchange were as follows:

(millions of cedis)

Zroorts f.o.b.

Imports c.i.f.

Balance

mi

928.26

909.30

.18,96

1976

948.70

9 69 ..00

-20.30

1977

1 105.80

1 175-90

-70-10

Cocoa is by far the most important export and in 1977 accounted for 72.1
per cent of export earnings.

%2a" ?&]>l?JL*-. External trade and balance of payments, 1975-1978
(rillions of cedis) a/ " '

1975 1976 1977 "WWW

Hh^crnai trade c/
Exports f *0oh.. .

Imports foO.bc

Balance

2 202.6

1 788.9
2 142.4
1 898.2

2 446.3

2 365.5
2 634-9
2 150.1

413.7 244.2 8078 484.8

_.Q£ payments

Goods and services (net)

Private transfers (net)

Government transfers (net)
Capital (net)

Reserves and related items

Errors and omissions

17.5
66.7 -

55-7

159.0

239.6

-59.3

-167.9
-11.7

85-4
40.2

233.6

-179.6

-380/2

' -16.7
177.6

... ■ 222.6

-■ -40*7

37.4

-123.3

-14.2

164.0

530.4

-218,2

-338.7

$S. f Ghana.

In 1978 post devaluation cedis (*1 = 02.75).

Balance-of-payments presentation.

b/ Provisional.
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In 1978, in spite of the good performance of the country's exports, the country's

balance—of—payments position continued to- be weak and payment arrears increased by

^350 million. -The deficit once again occurred mainly as a'result of a large deficit
on invisibles account arising from increased payments'in'respect of freight,

merchandise, insurance and transport.

The deficit on the current account was wholly financed by transactions in the

non-monetary sector of the capital account. In the capital account the most

significant development was the increase in net inflow of official long-term loans

following the increased disbursement of official long-term loans in connexion with

work on the Kpong hydro-electric project.

6» Development aid and external debt

In 1978 new loan commitments by donor countries increased by *»US 96 million

raising the total to ^US 955 million. During the vear, the World Bank group continued

to be the largest aid donor to Ghana and in 1978 it accounted for 31 per cent of all

total aid commitments. In 1978 disbursements of official aid increased by ^113 103.6

million to reach a total of VU8 5^7*1 million-

Ghana's external indebtedness includes short-» medium- and long-term debt.

The short-term indebtedness is in respect of obligations vi-.ioh were scheduled

originally to be repaid in less than a year; the medium-term Indebtedness is mostly

in respect of suppliers' credits with an original maturity of one to 12 years; and

the long-term indebtedness is in respect of obligations originally maturing over 12

years. In 1978 Ghana's external debt stood WUS 1,195*1 million giving an increase

of 25 per cent over the previous year's figure of -^US 955*9 million.

A breakdown of the total external debt at the end of 1978 indicated that short-

term debts amounted to ^US 376 million and medium-term debts to rfUS 324.5 million

while long-term debts were «US 494»6 million,

7• Government revenue and expenditure

The Governments budgetary aittation has been characterized by sluggish growth

in revenues and a rapid expansion in expenditures. A marked feature of budgetary

performance has been the wide divergence between original budget proposals for both

revenue and expenditure and their actual outcome. In 1977/78 for example revenue
was originally projected at $\ .86. billion, while, the ..actual outcome was j2fi,365 million.
At the same time, total expenditure was budgeted at ^2,36 billion but the actual outcome

was ^3-463 billion. The level of borrowing from the. .domestic banking system increased
rapidly in the financial years to 1977/78 with the total for that year ^1,915-9
million or 140 per cent of actual current revenue* There was a slight reduction in

internal borrowing in 1978/79 but the total was still high at ^1,664*8 million.
Deficit financing has helped to fuel the high level of inflation in Ghana.

The large increase in current expenditure in .1.977/78 is attributable to the
general salary increases of between 40 and 50 per cent granted to public servants in

July 1977 and the award of another 20 per-cent increase in the form of housing

allowance in July 1978. Other factors which accounted for the large expenditure

outlays were the national referendum held in March 1978 and the establishment of a

National Reconstruction Corps,

Current revenue has been rising rapidly but in real terms, i.e. after allowing

for inflation, the growth has not kept pace with the increase in GDP at current

prices. One result of .accelerating inflation has been increased black—market

activities which are not conducive .to the generation of tax revenue.
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Ghana: Table 8. Government revenue and expenditure* 1975/76—1978/79
(millions of cedis)

1975/76 1976/77 1977/78 1-78/79 a/

Current revenue

Current expenditure

Capital receipts .

Capital expenditure

Balance

Financed by internal borrowing

Financed by external borrowing

814-9
1 015-9

422.7

■623.7
797.3

1.8

1 074-6

1 308.0

75-1.5

1 365.0

2 800.0

663.O

-984.9
944.2

12.7

-2 098.0

1 915.9

2 525.4
4 390.2

795.8

1 864.'
1 864.'

Source: Bank of Ghana. '■'

&J Provisional.

The 1978/79 budget introduced in September 1978 projected revenues at $2
million but provisional figures show an out-turn of J?2,525-4 million* indicating

a short fall of ^681 million.

On the expenditure side, the provisional out-turn for 1978/79 of J#4>39Q*2 million
far exceeded .the original budget estimate of J^3,987-21 million. For 1978/79 the
budget deficit-: is^'thus provisionally estimated at ^1,864 million compared with" the
original budget estimate of ^780.7 million. As in previous years, the central bank
financed the bulk of the provisional deficit of ^1,864.8 million by contributing
^1,126.2 million or 60 per cent.

8. Money and banking

The period 1975 to 1978 was. marked Vy rapid increases in the level of the money

supply. The fastest rate of increase was however, recorded in 1978 when money

proper increased by 72 per cent to pf4^108.8 million (see table 9). This may be
compared with increases of 43 per cent and 67 per cent recorded in 1976 and 1977

respectively. The rapid expansion in money supply in 1978 was to a large extent

due to a large, increase in central bank credit to the Government for deficit financing

Ghana: Table 9. Monetary survey, 1975-1979 (millions of cedis) a/

End

1975

End

1976

End

1977

End

1978

July

1979

Net foreign assets

Domestic credit

JTet claims on Government

:, Claims on official entities

Claims on private sector aj
Money

Quasi-money

Special doposits

Other itoms (net)

146.6 33.3 59.4 284.9 284.7

924.5
?-95*3

377-8

999*5
377.5

149.7

217.4

1 573.8

393-1

462.4
1 425.8

474-0

151.1-
411.6

2 779.7
422.8

645»5
2 384.5

651.2

261.5

610.3

4
1

4

1

1

527-8

112.6

818.3
108.8

OO5.O

491.7
137.8

4

1

4

1

254.6

230.3
842.O

078.2

141.8

564.4
827-3

Souroe 1 IMF, Internationaljffina.po^.1 Statistics, vol. XXXII, No. 11, November 197%

a/ And other financial institutions.
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purposes, The dominance of the Government's operations on the-money supply-is

evident b^ the fact that net claims on the Government accounted for 70 per cent

of the net. domestic, .assets in 1978. . , ...

-.'Credit to the private sector and public institutions also exerted expansionary

influ-ence-s--on- the money supply. In 1978 claims on official entities and the private

sector increased "by 163 per cent and 27 per cent respectively.

In'the first seven months'of 1979 net claims on the Government were reduced fey

6 per cent- and domestic credit to othei sectors rose by 7.3 per cent. Total domestic
credit fej,^by_,2 per cent and there was a rise of only 2,1 per cent in the money

supply including- quasi-money. These figures suggest that proper anti-inflationary

measures are.being'taken to restore the long overdue equilibrium in the Ghanaian

economy.t

9, "'Wages and "prices

Official published data on wage and salary levels in Ghana are not r^adily^

available; however, changes in the nominal minimum wage of the public sector give

some indications of wage trends in the country,

. In July. 1977 the Government doubled the minimum wage in the public sector from

$2 to $4* a di,y,.' The immediate result was. a general upward shift in the wage

structure in both'the public and the private sectors of the economy.

In March the following year, the Government granted a 20 per cent increase

in salaries in the form of a housing allowance to all public servants, backdated to
January. In addition taxes levied on bonuses, overtime payments, etc, in the
public' service were abolished. finally, with the introduction of the 1978/79 budget,
a 5 per cent salary increase was granted to certain categories of public servants.

In spite of these increases in nominal wages, the. real purchasing power of
employees has fallen as a result of rapidly rising prices. The fall in the
purchasing- power of employees has contributed to an increase in migration of skilled

and professional people including doctors, teachers, engineers, artisans etc., to

seek employment in neighbouring countries mainly the Ivory Coast, Nigeria and

Liberia.

During the period under review, consumer prices went up sharply. The national

consumer price index (1977 - 100) rose b^ an average of 73 per cent during 1978.
At the same time wholesale prices (up to September) rose by 51 per cent. The
high consumer and wholesale price rises reflected the severe shortages of goods
and services arising from low domestic production coupled with the existence of excess

liquidity in the economy. Consumer prices at June 1979 were virtually the same as
at March 1979 and this may reflect the start of the move towards more stable prices

in Ghana.

10. Employment and unemployment

Current data on employment and unemployment in Ghana are limited and unreliable.

The most recent: data on employment and .unemployment are based on the 1970 population
census. The 1-970 population census estimated the country's population at b.6
million. The labour force defined as all persons (school population excluded)
between the ages of 15 and 64 seeking work or currently employed was estimated
at 3.3 million. Out of this number 3.1 million people were employed and 0.2
million were unemployed. The agricultural sector employed about 60 per cent .or
2 million of the economically active labour force, while 330,000 workers were

' "employed in industry and 990,000 workers in the tertiary sector, _;_.. ..
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An indication of the extent of current unemployment in the country can be

obtained from.the data on registered unemployed compiled "by the Ministry of Labour*

The data which give the number of persons registered as unemployed at the end of

each month in the 57 employment centres throughout the country tend to underestimate

the actual postion as there is no incenttive like unemployment benefits to

encourage people to register.

During 1977 the number of people registering as unemployed averaged 32,781
monthly but in 1978 the number was reduced slightly to an average of 31,940.

11. Othor social sectors

(§d Education* In Ghana a great deal of emphasis has been placed on education

judging from the expenditure on education which accounts for about 20 per cent of

total government expenditures. Expansion in educational facilities has been

accompanied by increases in enrolments at all levels of the educational system

(see table 10).

Ghana.; Table 10. Social indicators, 19-75-1978

1975 ^976 1977 1'976

Population (thousands) a/ 9 630.9 9 868.2 10 105*0 10 347-6
Education b/

Primary enrolment (thousands) 1157*3 1213-3 1 24605 • • •
Secondary enrolment (thousands) 81*2 87.3 94-9 «••
Higher enrolment (thousands) 7«1 . 7*8 8.1 ..

Health

Doctors (thousands) 0-94 1*0 1-1 j-3
Registered nurses (thousands) ••• 12.4 12»5 1o<2
Hospital beds and cots (thousands) 12.9 15-8 16.1 •«.
Clinics, etcc? in rural areas (thousands) 1.05 1.06 1.06 ;«06

Source: Ghana, 1970 population Census; Ministry of Education, Accra;

Ministry of Health, Accra.

a/ Figures from 1975 to 1978 are estimates using a 2.4 per cent growth rate* .

b/ Figures are for academic years beginning 1 September-

In 1977/78 enrolment in primary, sscondary and higher level institutions

increased by 3 per cent, 9 per cent and 4 per cent respectively. Despite the

increase in the primary school enrolment during this period there was a slight fall

in the primary, school enrolment ratio from 92.7 per cent in 1976/77 to 92*4 per
cent in 1977/78.

In general enrolment at all levels has been hampered by the limited numb;r

of places, poor and inadequate school facilities and inequalities in the regional

distribution of available facilities*

(bj Health and nutrition. The number of doctors ajii.Jiurses rose remarks".- b;v

38 per cent and 219 per cent respectively between 1975 and 1978. But in spite of
these large increases health services in the rural areas of the country, where the

majority of the population live, are still inadequate. This is indicated by the

limited number of clinics and health posts available in the rural areas. The

figures given in table 10 indicate that there was no appreciable increase in such

health posts between 1975 and 1978. Over all, the number of hospital beds and

cots in Ghana was 16,100 in 1977 giving a bed/population ratio of 1.59 per 1000,
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The health services have suffered in the recent period from an acute shortage of

drugs• This situation has arisen as a result of the difficulties encountered by

the health authorities in securing the necessary import licences.

B. MAJOR PROBLEMS

The major problems facing the Ghanaian economy during the period-under review

were stagnation and inflation. In 1978 agricultural activity was still depressed as

the adverse effects of over two years of bad weather persisted. Domestic production

of basic food items such as rice, maize, plantains, yams, etc., was far below the

pre-1975 level. To supplement local food supplies, large quantities of cereals,

mainly rice and maize, were imported during the year, making the difficult foreign
exchange position even worse.

The decline in production was not confined to the agricultural sector alone.

Industrial production during the period was severely hampered by shortages of

imported raw materials and spare parts.

In the face of these supply bottlenecks , there was an upward trend in prices.

The consumer price index (1977 = 100) rose "by 73 per cent'in 1978 alone. The
rising price, trend can be seen agains-t the.background of rapid expansion in the -

level of the money supply whloh also increased by 72 per cent in 1978.

The increase in the level of the money supply during the year was largely a

reflection of the increased government borrowing from the central-bank to fianance
large budget deficits. . ,. . ..

In the external sector of the economy, there was the problem of weakness in the

country's balance-of-payments position, stemming mainly from the poor performance of
the country?s exports, especially cocoa whose output declined by 16 per cent in
1977/78,

C. INTERNAL DEVELOPMENT POLICIES .

During the period under review a number of policy measures were introduced

to help to arrest the deteriorating1 economic situation.

First, in August 1978 the country's currency, the cedi, was-devalued by 58

per cent in terms of United States dollar and the new exchange rate was fixed at

f\ = US O»36B The devaluation was carried out to help to reduce the cost-price

distortions in the economy which had been created by the maintenance of an overvalued

exchange rate over a period of fife years. The devaluation was expected to improve

the liquidity position of a number of export-oriented industries, particularly in

the agricultural and mining sectors, and thereby provide an incentive for increased

investment and production. In support of the devaluation, the special unnumbered

licence scheme (SUL) for imports, which allowed importers to bring in selected items
like transport equipment, spare parts and food items outside the official import

programme, was abolished. According to the Government, the scheme had encouraged

increased demand for foreign currencies on the unofficial market for foreign currencies

instead of attracting additional foreign exchange from private sources held outside

the country,.

Within the framework of a stabilization programme, an austerity budget was

introduced in September 1978. The over-all strategy of the budget was to reduce

substantially the expansionary impact' of the Government!s-budgetary-operations on

the economy Towards this end, the size of the budget deficit was estimated at

about ^f800 million compared with a deficit of jife.T billion recorded-fpr' the previous
fiscal year. "• : ■ ''^"'#:,.



The 1978/79 "budget gave cocoa farmers a substantial increase in the producer

price of cocoa from pi,333 per ton to ^2,600 per ton. This increase in the producer
price was expected to provide an incentive to farmers to expand production and also
to reduce'the high incidence of smuggling of cocoa across the "borders. There was

a further "rise in July 1979 to ^4,000 per ton.

In addition to the fiscal policy measures, restrictive monetary policy

measures were also introduced in September 1978* The objective was to reduce the

rate of growth in money supply and to influence the direction of credit from non

productive sectors of the economy. In pursuance of this, the central bank announced

increases in cash reserve ratios of banks from 43 per cent to 48 per cent and at
the same time increased the rediscount rate from 8 per cent to 13-5 per cent.

Towards the end of 1978, Ghana obtained an IMF stand-by loan of SDR 53 million

to cover the period of the stabilization programme..

In March 1979, a currency reform programme was introduced aimed at reducing the

excess liquidity in the economy. The reform entailed ths exchange of old cedi notes

for new ones at a discount of 30 per cent for old notes up to £5,000 and of 50 per

cent for amounts exeeding ^5,000. Available data indicate that the authorities managed
to reduce currency outside the banking system by ^625 million or 33 per cent.

During the period under review, it can be seen that the main thrust of the

Government^ economic policy was to arrest the inflationary pressures in the economy

by reducing the level of excess liquidity,

D. PROSPECTS FOR 1979 AED 1980

The general outlook for the Ghanaian economy is that the financial year 1979/80
will continue to be difficult. The immediate prospects for the economy appear "to

include a slight improvement in domestic production; high prices for imported goods,

especially oil5 stagnation in prices of major commodities in world markets because

of recession in the economies of the industrial countries; and increased external

indebtedness.

In 1979/80 the rate of inflation is expected to fall substantially as a result

of the stabilization policy measures introduced in 1978. But the extent to which^

inflation can be brought under control will depend on the size and mode of financing

of the continuing budget deficit.

Domestic agricultural production, which has been depressed in earlier years

because of erratic weather conditions, is expected to pick up with the improved

rainfall pattern experienced in late 1978 and early 1979^ Agricultural production,

including cocoa, is not expected to show much advance in view of the fact that there

are continuing bottlenecks such as a general lack of inputs of insecticides, fertilizers

and agricultural machinery. The performance of the industrial sector which has been

opertaing far below capacity for a number of years should improve following the removal

of constraints and better availability of imported raw materials and vital spare

parts,' The likelihood of the industrial sector*s increasing its output by any

significant amount in 1979/80 will depend on the increased availability of foreign

exchange.

The fortunes of the country's balance of payments are tied up with the prospects

of reasonable returns from cocoa, gold and diamond exports. For cocoa 1979/80 seems
likely to "be a year of low world prices but for guld and diamonds prices are very-

attractive. However, at a time when export prices of cocoa and such products as

timber and manganese seem likely to stagnate or even decrease, import prices of

manufactured goods and especially oil are expected to continue to increase. This

will mean that the balance of payments will contine to be difficult.
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From the above it may be seen that prospects for the Ghanaian economy in 1979/80
are not very bright. However, with the coining into power of a new Government in late

September 1979j after seven years of mismanagement, it is expected that the required

economic policies will be initiated to cope with the situation and help to restore

confidence and lead to future growth in the economy.
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GUINEA-BISSAU

A. ECONOMIC AND SOCIAL DEVELOPMENT, 1978-1979

1- Introduction

In 1978? agricultural production, the mainstay of the Guinea-Bissau economy, did not

fully recover from the effects of the 1977 widespread drought. The volume of groundnut

crop exported in 1978 declined slightly from the previous year's level. At the same time

food imports rose sharply as domestic supplies remained much below local requirements..

Consequently, the characteristic visible trade deficit which improved in 1977 to 807-6

million pesos, deteriorated again to 1,303 = 8 million pesos in 1978..

Government was again unable to balance current revenues and expenditure in 1978 and

resorted to central bank borrowing to finance the substantial budgetary deficit which thus

resulted in continuing inflationary pressures and strains on the balance of payments*,

The 1978/79 crop season was quite favourable but external food aid was still requested

in large quantities* Substantial material and financial assistance is expected from both

bilateral and multilateral agencies. This should bring about a measure of financial

stability and lead to an expansion of economic activity.

2. Selected economic sectors

(a) Agriculture, forestry and fishing. Agriculture is the most important sector

occupying about 90 per cent of the country's working population,. The major conxnercial

crops are groundnuts, coconuts and cashewnuts„ As the export figures shown later in

table 2 indicate, there has been a substantial recovery in the level of production of these

crops in the past fev? years following the end of the war of liberation during which

production fell very much below normal levels,

The groundnut crop is now exported increasingly in the form of oilo Coconuts are

exported mainly in husked form but the rapid recovery in the production of this crop has

overtaken the growth in processing capacity-

Guinea-Bi ssau; Table la Commercial a^riicultural_i production, : 1^7^, S° -^S7§ (tonnes)

1975 1976 1977 1978

Groundnuts a/ 13 350 15 420 25 131

Coconuts 4 425 . 4. 950 9 600 11 95O

Cashewnuts - 971 1 150

Sawn wood 4 631 3 455 1 320 1 952

Source; Direccao Gersl de Estatistica, Guinea-Bissau,

a/ Shelled equivalent.
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Rice supplemented by sorghum, beans and maize constitutes the most important food crop-

Food production is generally beset by the lack of adequate storage facilities and

difficulties in transporting marketable surpluses to the available storage facilities. These

problems were compounded in 1976 and 1977 by the occurrence of widespread drought. There

were severe food shortages in many parts of the country in 1978 with the over-all food

deficit assessed at 49,000 tonnes. To cover this soroe 40,000 tonnes mainly rice, wheat

flour, maize a.nd sugar was received in food aid while the remainder was purchased commercially

The 1973/79 harvest was expected to be better than the previous season but it was reported
that food needs totalling 31,500 tonnes would still have to be imported in 1979,

Information on the livestock population is pooru It is known however that there were

166,000 heads of cattle in 1977° The country had been traditionally self-sufficient in

meat before the war of liberation. Currently production is noticeably short of requirements

particularly in urban areas, Definite efforts are being made to reconstitute the herds

through the use of artificial insemination, the setting-up of pig farms and other intensive

farming units and the import of high quality stud cattle.

Pish production is expanding rapidly. In 1977 about 2,600 tonnes of fish were exported

as against 1,130 tonnes in 1976 and some negligible quantities in earlier years. In 1977

total fish landed at local markets was estimated at 1,911 tonnes compared with 1,615 tonnes

in 1976 and 867 tonnes in 1975= The potential for fisheries development is high and there

are plans to develop both artisanal and industrial fishing,

(b) Manufacturing The manufacturing sector is very small and consists mainly of

industries processing agricultural produce namely groundnut and coconut shelling, groundnut

milling, etc* Beer and soft drinks production has expanded in recent years, beer output

reaching 21,680 hi in 1977° A fruit juice plant was inaugurated in 1977 with an annual

capacity of 90 to 100 tonnes of cashew, mango, crange and pineapple juices. The output

of the local sav; mills is estimated'at 4,200 cubic metres per annum, part of which is

exported.

The development of the industrial sector is hampered by the severe scarcity of skills

at all levelso Local capital, physical infrastructure and spare parts are also in short

supply,

(2) Electricity. Total electricity production is very small and is provided by thermo

electric power stations with'small diesel- generators most of which are antiquated and not

very reliable.,

There are-plans to exploit the hydro-electric power potential-of the country and to

install a new thermo-electric power station at Bissau with a total capacity of 14,000

Transport services. Available information indicates that port traffic at Bissau

has been expanding in recent years. Total goods unloaded at the port reached about

94,500 tonnes in 1978 while some 21,600 tonnes were loaded.

Inland transport depends partly on the rivers and partly on the roads. The present

poor condition of this network is said to be one of the most serious stumbling block tc the

transformation of the country, There are about 3,500 kilometres of road, only 420 of which

are asphalted,, The existing fleet of commercial vehicles is also well below national



107 -

requirements. As regards the waterways, the port infrastructure on rivers is very little

developed and there are problems in maintaining boats and other equipment.

International and domestic air transport links are developing slowly with the help of

external assistance0 There is an acute need for the development of a number of airstrips

to enable the small national airline to extend its services to areas where access is

difficult.

3O External trade and balance of payments

The characteristically large balance-of-trade deficit which improved by 14.4 per cent

in 1977 to 807.6 million pesos deteriorated again sharply in 1978 to 1,303.8 million pesos.

The increase in the deficit was due partly to the fall in the volume of groundnuts exported

following the effects of the drought and partly to the rise in value of imports particularly

food imports.

European countries accounted for 82 per cent and 55 per cent of the import and export

trade respectively in I978. Guinea-Bissau has succeeded" in diversifying its trading

partners significantly, Thus whereas Portugal had previously accounted for about 40 per

cent of "total" annual' imports and about 60 per cent'of the exports, in 1978"only 21 per cent

of total imports were from Portugal and only 18 per cent of the exports went to that

country* In 1978 45 per cent of the export trade and 3 per cent of the import trade was

with the rest of Africa,.

Guinea-Bissau: Table 2. Sxternal trade, 1973 to 1978 (millions of pesos)

1975 1976 1977 1978

Exports 149=9 162.4 427=6 422.6

Imports 964=5 1 106.3 1 235*2 1 726.4

Deficit 814.6 943-9 807.6 1 303-8

Source: Direccao Geral de Estatistica. Guinea—Bissau.

The balance of payments have been in permanent deficit because of the sizable visible

trade gap. Net official transfers (grants, loans, etc.) were estimated at #30 million and

446.1 million, in 1977 and 1978 respectively. These inflows left uncovered deficits of

about $6,3 million in 1977 and $7»7 million in 1978 which werejnet mainly by the

accumulation of payments arrears and running down external reserves.

4. Development aid and external debt

Finance for development projects depends almost entirely on external sources. A

significant proportion of the financing of current imports, the balance of payments deficit

and the general budget is derived from external sources. At the end of 1977 the total

outstanding external debt was about 2?068o2 million pesos. The bulk of this, 82.2 per cent,

was long-term credits,,
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Guinea-Bissau has managed to attract capital and technical assistance from a variety of

sources. A number of bilateral and multilateral agencies are currently involved in the

various development activities..

expenditure

The chronic budget deficit existing since independence was 421O6 million pesos in 1978

substantially lower than in the two previous years. As in previous years borrowing from

the central bank financed virtually the whole of the deficit.

Some 62D9 per cent of current expenditure was for personnel emoluments in 1978 compared

with 78 per cent in 1977= There have been only small allotments for durable and non-durable

goods in the past few years3 Capital expenditure for development is financed completely

from foreign grants and credits.

Guinea-Bissau: Table 3° Government revenue and expenditure, 1974 to 1979 (millions of

pesos)

1974 1975 1976 1977 1978

Budget

estimates

1979

Revenue 463^7 529.1 532.. 6 576.8 486,2 782,0

Expenditure 583*3 776»1 907-3 1 161-3 907=8 1 319-2

Deficit 119=6 247-0 374=7 584-5 421-6 ■- 537-2

Source: Banco de Guine»

The budget estimates for 1979 provide for a total revenue of 782,0 million pesos which

is over 60 per cent' higher than the total receipts collected in 1978= The estimated

increase is expected to result from increases in and the extension of indirect taxes- For

instance higher port dues will be Levied, more items will be covered by the sales tax and

the stamp tax has been increased and extended. Public enterprises are now expected to

remit their surpluses to the treasury thereby providing government with more resources for

its budgeto

A significant rise is however projected for personnel emoluments in 1979 and a

continuation, of the-current deficit is ..expectecU, The d?fe._singe 1974 shoi: t£&t this deficit

increased rapidly up to 1977, fell in .1978 but is -again expected to rise in 1979*

6. Money and banking

The money supply has risen rapidly since 1975 averaging"an annual rate of increase of

21,1 per cent between 1975 and 1978. Much of the rise in money supply has been due to

increases in net credits to government made necessary by the persistent deficit in the

government current account budget* Net claims on the Government became positive in 1976

and have more than doubled in each of the years 1977 and 1978* Private sector credit has

been constant since 1975 but net foreign assets have fallen progressively and were negative

in 1978.
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The Banco de Guine was established in February 1975 and noogan operations about c year

later. It is the sole monetary institution and performs both central and commercial banking

functions. The peso was at par with the Portuguese escudo until the latter was devalued by

15 per cent against tho US dollar in February 1977=

Guinea-Bissau: TableJ,. Monetary survey 1974 to 1978 (millions of pesos)

End End End End End

1974 1975 1976 1977 1978

Net foreign assets W-O 262,2 223,9 164,8 -91 = 4

Domestic credit

Net claims on Government -204.1 -33,7 HO.9 369*6 679 = 8
Claims'on private sector 333.2 270.4 312,2 314,8 335 = 8

Money '" ) 534.x 363a 387.0 539=7 645=9

Quasi-*>oney . ) 125 = 0 237*7 195-1 232=3

Other items (net) 35.9 57.5 56.1 92.8 113.2

Source: Banco de Guine*

7, Wages and prices

The minimum monthly wage is currently 2,400 pesos. In 1974 it was 800 pesos. Only 67
per cent of the work force in the public service earn more than the minimum wage rate.

The consumer price index for Bissau rose by 77 percentage points between 1974 and 1978

which represent an average annual rate of increase of 15.3 per cent over the four-year

period,

The price system consists of fixed prices, controlled prices and prices determined on

the basis of trading profits. Under this system, prices of essential commodities such as

rice, sugar, fish, cooking oil etc., have been kept virtually stable since 1975* A marketing

fund which has been in operation sinco January 1976 has provided the institutional

mechanism that ensures the working of the price system. The fund applies a compensatory

coefficient to transport costs which has made it possible to equalize prices throughout the

country -

8. Employment and unemployment

The April 1979 Census estimated the population at 777,214 with 109,486 living in the

capital Bissau. Of this total it is estimated that 48 per cent constitutes the active work

force. Agriculture accounts for 90 per cent of the working population, industry 0,5 per

cent and services 9 = 5 per cent,.

Wage employment is small since the overwhelming majority of the population is engaged

in peasant agriculture, There are about 25,000 wage earners, 80 per cent of whom are in

the capital, Bissau and 62 per cent are in public service,

Information on unemployment is scanty but its impact is said to be smallo
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9* Other social sectors

(a) Education, Daring the 1976/77 school year there were 31,671 pupils in primary

school and 12,450 at secondary schools. There were small numbers of students enrolled on

technical courses. Education is given a high priority in the government budget accounting

for 21.4 per cent of total current expenditure in 1977° The current system combines study

with productive work.

(b) Health, There are 6 regional hospitals, 8 rural (or sector) hospitals and 73 first-

aid "posts. About 12 per cent "of budgetary expenditure in 1976/77 was earmarked .for the
health sector; this does not include extra-budgetary expenditure on health infrastructure.

Several" public health campaigns'are underway aimed at alleviating individual and social

health problems,

Bo MAJOR PROBLEMS

One of the zost clifttalt econojaicproTaiems facin^ih* country is.un^oubtedly ^
nuct to establish equilibrium in the recurrent budget,, T.e persistent budgetary deficit
has led to constant recourse to central bank borrowing which in turn has resulted in
inevitable inflationary pressures and strains on tiie balance of payments.

ThepeVsistent regional and local food shortages continue .to .push the food import bill

upwards. For 1979, it is estimated that 20,000 tonnes of rice, 5,000 tonnes of wheat flour,

3,000 tonnes of sugar, 2,500 tonnes of maize,800 tonnes of edible oils and 200 tonnes of milk

will be needed as food imports.

Apart from unfavourable weather conditions, the problem of food supply is directly

linked to the difficulties of internal communication links. Surplus food in some areas is

often unavailable to areas with food deficits because of a lack of transport facilities*

There is an acute need to implement an integrated transport plan which will provide for the

development of river landing facilities adequately served by feeder roads to enable the

rapid transit of agricultural produce.

Among the country's other major problems, the dearth of all categories of skilled

personnel and particularly middle level personnel must feature prominently* Most of the
public utilities are not functioning properly because of the lack of qualified personnel.

C. INTERNAL DEVELOPMENT POLICIES

The main lines of development strategy are being laid down and should soon be embodied _

in the country's first development plan. Emphasis is clearly on development of the
agricultural sector and steps are currently being taken to modernize productive organizations

in rural areas with a view to increasing agricultural surpluses and'at the-same time increase

rural incomes. It is hoped that this rural market will be able to provide an outlet for an

industrial sector devoted mainly to the production of ordinary consumer goods and capital

equipment for agriculture. Eventually it is hoped that a greater link will be created

between rural and urban areas,
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The implementation of this development strategy implies that for the immediate future

a policy of reasonable balance particularly in budgetary operation and in the balance of

payment will have to be pursued,, The Government recognises the importance of external aid

in the realization of the immediate and long-term objectives and hopes to maintain! if not

increase*the current flow of external financial and technical resources with a view to

expanding output, export and domestic savings and to achieve larger degrees of self-reliance

and self-sustainment than have so far been achieved0

D, PROSPECTS FOR 1979 AND 1980

Despite a better crop season in 1978/79 "than in 1977/78, as already noted, there were

still calls for substantial food aid during the course of 1979, It is hoped that the food

supply situation will improve further in 19800

Guinea-Bissau recently became a member of the World Bank/lMF Group and a number of

development assistance programmes and financial stabilization measures for the country will

soon be initiated which should augur well for future developmenta
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IVORY COAST

A, ECONOMIC AND SOCIAL DEVELOPMENT 1978-1979

1° Introduction

After experiencing a marked slowdown in 1977 when the GDP grew by 4.5 per cent in volume

terms against an annual average rate of 7 per cent since 1970, the Ivorian economy again

expanded strongly in 1973 with GDP recording a rate of increase of 10 per cent at constant

prices. After the adverse climatic conditions in 1977, the weather returned to normal in

1978 and crops were generally good especially the cash cropso Industrial production

continued to grou t\± a fast rate and the level of investment especially public investment

was very high, But the investment drive led to imports rising substantially at a time when

export earnings were not growing because of the fall in coffee prices, so that trade balance

which had recorded'an exceptional surplus of 99=6 billion CPA francs in 1977 declined to 011I2

CFAF 1=9 billion in 1973= -However tho balance of payments was positive with a small rise

in international reserves, Inflation as measured by the implicit GDP deflator slowed down

considerably in 1978 (approximately 12 per cent in 1978 against more than 30 per cent in

1977)• Consumer prices increased by 13»1 per cent in Abidjan against 27=2 per cent in 1977°

In 1979 with the reduction in public investments decided by the government to maintain

the external balance and reduce inflation, and the recession in the developed market

economies with attendant poor demand for Ivory Coast products, growth will probably be more

modest ranging between 4 and 5 per cent. This situation is likely to persist until I98I-

1982, when international economic conditions should improve and assist the Ivory Coast to

restore its previous GDP growth rate>

2. GDP by industrial origin.

Comparison between 1975 anci 1977 a-s in table 1 shows few changes in GDP structure, The

share of agriculture has fallen from 34»1 per cent to 30-3 per cent this being due in part

to the poor weather conditions prevailing in 1977* For other sectors, there is stability

for industry excluding construction with its 13-5 Per cent share of GDP, while value added

by construction rises from 7*1 Per cent of GDP in 1975 *t° 8»2 per cent in 1977°

The substantial increase in the production of GDP arising in market services from 22,2

per cent in 1975 "to 28 = 7 per cent in 1975 stems mainly from tri-ding in coffee and cocoa at

higher prices.

Data are not yet complete for 1978= What is known is that output of certain commercial

crops grew strongly and there was a substantial advance in output in manufacturing and

construction. Output of foodstuffs recovered in 1978 after a fall in 1977 while production

of cocoa in particular was very much greater and at a time of good prices although these

were lower on average than 1977" Coffee production in contrast was substantially reduced

but for bananas, cotton and palm oil there were good increases,. Exports of logs were

reduced in 1978=



The Ivory Coast: Table 1. GDP by industrial origin 1974 to. 1977 (billions of CFA francs)

Agriculture, forestry and fishing

Industry excluding construction

Construction

Transport and communications

Market services

Non-market services

GDP at factor cost

GDP at market prices

■1974 1975T -1976-- 1977

188=2

86.3

33a

60.9

135=9

70.0

574-4

235=8

93-4

48.9

68,7

151.8

86O2

684.8

272O7

119.2

63=2

79*5

175-2

104.4

814=2

353,2 ■

160,0

97a

97*5

339*0

129,9

1 181.7

739 834»5 1 117.0 1 582.5

Source: La Cote d'lv: oh:.ffrc-

33 Selected economic^^

(^) Agriculture, fishing and forestry. The weather was back to normal in 1978 and

agricultural production increased substantially. According to the Ministry/ of Planning the

1973 crop was one of the best since independence., Food crops recovered and the total

increase in value added to GDP at constant prices was probably around 2,4 Per cent against

a drop of 3 per cent in 1977' The moderation of food price rises in 1978 was a clear proof

of the improved supply position. In 1977 food prices had increased by 39=7 per cent while

in 1978 the increase was 11 per cent. The hoarding and black marketing "Of some commodities

like rice which had been widespread in 1977 disappeared completely* The food crop is more

than enough to cover domestic needs, with tubers, roots and plantains alone amounting to

over 4 million tonnes,,

For cash crops, cocoa production reachr-d 2l)rJi?.O0 + .^nnen in the IQ77/78 season putting

Ivory Coast in first place as an African producer before Nigeria and Ghana. Coffee

production decreased from 291,100 tonnes to 195s000 because of drought during the flowering

season. Cotton production was 114,900 tonnes in 1978/79 having risen to 102,900 tonnes in

1977/78O The growth in cotton production has been particularly marked since 1975. Fruit

production - bananas and pineapples in particular has suffered from a number of problems

both climatic and organizational, but output recovered in 1978 and the marketings of bananas

grew to 171,800 tonnaso The same tendency is observed for pineapple exports.

Forestry has been affected by the depletion of some kinds of high value trees and the

poor demand on European markets at a tinn when South-oast Asian competition has been very

strong. Exports of logs dropped by z. fifth from 2,533,200 tor .es in 1977 to 2,003,100

tonnes in 1973o The prospects xor wood ex^^ us are less favourable and the Government is

encouraging domestic processing and is starting to replenish forests through replanting but

vrith different wood species»
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The Ivory Coast: Table 2O Agricultural production, 1975 to 1978 .(thousands of.tonnes)

1975 1976 1977 1978

Food crops

Cereals excluding rice

Rice (paddy)

Roots and tubers

Plantains

Groundnut s

Cash crops ...

Bananas a/

Cocoa ~b/

Coffee b/

/

835=5
496

3 374

1 168

48,8

168.3

241-1

270.4

65--G-

16.5

795

460

3 279

1 118

49-0

123-2

227<>4

308a

75*4

16.8

807.3

477

3 130

1 058

48=8

139*2

228 o 3

291=1

102.9

18=2

845*3

506

3 135

1 123

49-8

171.8

297.2

195-0

114-9

18-7Rubber

Palm oil 146.4 143*6 126.2 138=5

Palm nuts 30,3 29,5 26,4 30,6

Logs export ... 2 492.8 2 533=2 2 003*1

Source; As table 1.

a/ Marketed for export<.

b/ Season beginning in the 1974-75 season=

of Season beginning in the 1975-76 season,

(b) Energy. Ivory Coast has been producing only half of its energy requirements from

domestic sources and firewood is used extensively in domestic use=, Offshore petroleum

deposits are being developed and it is expected that 400,000 to 500,000 tonnes will be

produced annually in the near future, but for the time being crude petroleum imports are

over 1=6 million tonnes per year= In 1978 oil consumption rose by 3*8 per cent, reaching

1,66 million tonnes against 1=60 million tonnes in 1977» tart electricity production rose by

14al per oent= The proportion of the population supplied with electricity is rising rapidly

and reached 46a6 per cent in 1978 against 34-9 Per cent in 1970°

(jc) Manufacturings Industrial production continued to grow in I978 but at a lower rate

than in I976 and 1977= The index of industrial activity increased by 15.2 per cent in 1978

against 16,3 per cent in 1977 and 24=9 per cent in 1976* Despite these favourable growth

rates the sector is suffering to some extent from strong foreign competition in attempting

to enter export markets= Ivorian products could not face up the competition from Asian

textiles, and in the Ivory Coast itself the rapid rise in wage costs is making industry less

competitive,. For textiles, the smuggling of Ghanaian textiles which benefit from the

depreciation of the cedi relative to the CPA francs has been an added problem,,
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The Ivory Coast:' ' Table" 3° Indicators of industrial output, 1975 to 1978

Unit 1975 1976 1977 1978

Electricity production (million kWh) 961.9 1 114=5 1 242.9 1 417-8

Index of industrial

activity a/ (1972 = 100) 148.8 135.9 216-3 249-2

Niimber of employees in

industry b/ (number) 52 762 57 315 63 005c/ 64 007 0/
Turnover b/ (billion CPA) 302.3 350.0 458*9 0/ 549*9 2/
Exports b/ (billion CFA) 217=0 250.0 292.6 0/ 329-7 c/

Source: National data from Ivory Coast.

zj Excluding construction and electricity,

b/ Energy included*,

c/ Fiscal years ending in October.

(d) Construction. Because of the large public sector investment programme, the activity

of the construction sector has considerably increased, In 1976/77 turnover at current price;
grew by 64 per cent relative to 1975/76, This growth has continued in 1978, but some slow

down is predicted in 1979 because of the reduction of the public investment programme, the

Government capital budget declining by 7 P&r cent.

(c) Transport. The tonnage of goods handled at the port of Abidjan has risen by 5°2

per cent judging from results on the first 11 months of .1978. This is higher than in 1977

when growth was only-1.8 per cent, However, thcs.e. port statistics show a 15 per cent growth

in imports but a fall in exports because of reduced exports of timber. Air traffic has

continued to grow. Consumption of--diesel oil ros.e.by 6.9 per cent in 1978. reflecting to

some extent increased freight activity on road transport but traffic on the railway with

Upper Volta and Niger, dropped in the first 11 months of 1978 indicating a decrease in

traffic of 3=5 per cent of the year as a whole.
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The Ivory Coast: Selected transport indicators, 1973

1975 1976 1977 1978 tJ

Port of Abidjan

Freight unloaded

Freight loaded

Abidjan airport

Passengers handled (thousand)

Freight (tonnes)

Diesel oil consumption (tonnes)

Railways

Freight (thousand tonnes)

3 422.2

2 613*7

6 040=9

14 655

309 452

654.

4 241/9 4 728,1 5 445-0

3 477.6 3 134=3 2 825.0

7 719»5 7 862.4 8 270.0

546.7 660.1 746.5

16 798 20 118 23 400

338 564 367 831 393 280

757*0 756=7 730.0

Source: Cote d'ivoire, Bulletin Mensuel de Statistiqucs, mars 1979°

a/ Estimates based on 11 monthso

4. Expenditure and the GDP

There are as yet no data for 1978= In 1977, GDP increased by 41-9 per cent at current

prices but domestic expenditure, grow by 39=6 per cent or less than GDP because the not

external surplus rose'from CFAF 47=4 billion to CFAF 92.0 billion* This situation was due to

The Ivory Coast: Table 5- Expenditure and the GDP, 1975 to 1977 (billions of CFA francs)

1975 1976 1977

Private consumption

Public consumption

Gross fixed capital formation

Change in stocks

Exports less imports of ^oods and services

GDP at current market prices

517*4

140,6

133*9

3.4

-10.8

334=5

639*7

177 = 2

247.2

8.9

47-4

1 120.4

857 = 7

208,6

394 = 4

37-7

92,0

1 590*4

Source: B1F, International Financial Statistics, vol. XXXII, No. 10, October 1979

(figures adjusted to achieve balance).
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the high prices fetched by coffee and cocoa in 1977, and the consequent high growth of

exports. Consumption reached 67o0 per cent of GDP, gross fixed capital formation 24,8 per

cent, and net exports 5,8 per cent. Increases in stocks accounted for the balance of 2.4

per cento In 1978 exports and imports were approximately in balance so a higher proportion

of resources were available out of the GDP for higher investment and consumption in the

domestic economy.

5= External trade and the balance of payments

There was a slight drop of exports in 1978 mainly because of the fall of coffee prices

and the reduced logs exports, but imports grew by 21,6 per ccnt0 The trade surplus which

was as high as CFAJ1 99,64 billion in 1977 dropped to only CFAP 1O88 billion in 1978O The

growth of imports wac the result of the high level of investments in the country; but was ■

also related to the high coffee incomes in 1977,

The reduced trade surplus led to a deterioration of the balance of payments in 1978 and

the over-all surplus declined from CFAF 27 = 6 billion in 1977 to some CFAF 9 billion in I97&".

There was a substantial deficit for goods and services estimated at some CFAF 90 billion and

there was a higher figure of deficit for private transfers of CF.iF 100 billion,, However

The Ivory Coast: Table 6, • External trade and the balance of payments, 1975 to 1978

1975 1976 1977 1978

External trade

Export s

Imports

Balance

Balance of payments

Goods and services (net)

Private transfers (not)

Government ,tr.ans£er.s. -(.net)

Capital

Reserves and related items

Errors and omissions

254*57

241.39

13.18

-51.97

-38,04

' ' 7*74 ' '

58,40

-6.79
30,67

392,50

311,61

80,89

2.39

-66=53

■ 4-66

62,59
6,17

-9=25

529.21

429.57. .

99-^4

-20a29

-83,00

8,01

123°63 a/

-27*56

4-22

524-33

522,50

1,38. ..

j 0 ■>

0 3 3

0 a 0

a a a

, » . ' "

Source: IMF, International Financial Statistics. vol= XXXII, No, 10, October 1979.

a/ Balancing item,

Government transfer receipts were positive at around CFi\F 10 billion and tho capital inflow

was in the region, of CFAF 190 billion leading to a comparatively small augmentation of

foreign reserves.
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6« Development aid and external debt

The resource flow to the Ivory Coast is mainly in the form of loans instead of gran

Internatxonal banking is playing a large part in the provision of the loans obtained to

develop the economy, The proportion of loans in the resource inflow was 93a per cent in
1977 against 82.5 per cent in I974, :.

The external debt has increased substantially and reached CFAF 927.3 billion in 1977
against CFAF 326,8 billion in 1975. Debt service was CFAF 71=4 billion in 1977 equal tc

10,7 per cent of earnings from goods and services and the proportion would have'been hi-her
m 1978 and 1979* The rapid rise in the external debt is creating some problems, because the
returns from the investments made with the money borrowed are not flowing as fast as expected

7- Government revenue and expenditure

Government expenditure has been growing very rapidly since 1976, From 1976 to 1978

ordinary expenditures grew by an average of 26 -per cent per year, while capital expenditure
increased fourfold. For 1979, the Government has reduced the growth rate of expenditure

very drastically and this has involved lower capital expenditure and only a moderate rise in
ordinary expenditure. Wo major new taxes have been introduced and the budget is in
equilibrium with an inflow of external resources of CFAF 83.6 billiono

The Government's net deposits in the banking system rose from CFAF 21.55 billion at the
end. of .1976 -to CFAF 76.-35 billion-in 1977"M CFAF 107:50 billion in 1978. Government
budgetary operations in this period have thus had the effect of reducing inflationary
pressures in the. economy-,. .--■_.. ■-■ - ■

The Ivory Coast; TobleJ> Government revenue and expend!turn, 107*; to 1979 (billionV of
CFA francs) —** ' au i^LL ^DXJ-x:LOns ot

1976 1977 1978 1979

Revenue 154.8 174.0
Ordinary expenditure 126,3 153=7

Investment expenditure 54,0 60.1

Source: Bulletin do l'Afrique Noire, Noo 274, juillet 1979,

Money and credit

394.

198O

245-

9

3

1

428,

253.

257-

'y

6

2

4300

277=

239;

3

4

5

tie r^+7 Tf! t *»■ «»■ rite >f g£,irth of money supply in 1978, to'some extent
the result of a deliberate policy on the part of monetary^uthorities.. .There was a rise in

ef ATtS °f CFAF 841 MUir™ Qneflf>ATtS °f CFAF 8'41 MUiOn ^ an lnCreaSe in °redit t0 the Private -ctor ofCFAF 9o8O billicn or 15 t bt th+I °r 15 per cent but theso "ere offset to some extent by the rise in Gove,-
ment s net deposits in the banking system of CFAF 31.12 billion. In the event money proper
rose by 18,6 per cent in the year compared to a rise of 47.1 per cent in 1977 and money
including quasi-rnoney increased by 11,0 per cent as against 49.8 per cent
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In the first four months of 1979 money rose "by 5-3 por cent and with quasi-money by 7°9

per cent. Net foreign assets rose in this period, credit to the private sector increased

and Government net deposits in the benking system fell,

The Ivory Coast; Table 80 Monetary survey, 1975 to 1979 (billions of CPA francs)

Net foreign assets

Domestic credit .

Net claims on Government

Money

Quasi-money

Other items (net) • •

Source: IMF, International

9= Wages and saleu-ics

End

1975

2*29

-25,29

292,52

179-36

64,72

24,99

Financial

End

1976

'■ -276tr'"

-21,55

- 391*89 -
260.11

89,65

17=99

Statistics,

End

1977

35*83

-76,38

382,70

141=40

40,85

vol. XXXII,

End

1978

44.24

-107.50

696,31

415=55

166,05

51-45

April

1979

56.23

-89,10

437=59 . ..

190,06

70.02

No, 10, October, 1979*

The minimum wage was increased on January 1, 1978 to CFAF 143=75 P^r hour against

CFAF 115.00 in 1977 or by 25 per cent. A new increase was granted on January 1, 1979 to

CFAF 158,125, The increase in 1979 of only 10 per cent reflected the desire of the

.authorities ..jiCLj&Qirfcsin -the .rise .of labour- -&ostsd - Judging 'from 'data-available -far"industry

average wages grew rapidly in 1978= While the number of employees in industry increased b2r

1,6 per cent the wage bill rose by 25,4 per cent which means a rise of 23«3 per cent in the

average wage in that sectoro . .

Despite the increases in wages inflation began to abate in 1978 especially for African

families. The consumer price index for Africcji families in Abidjan increased by 13°0 per

cent in 1978 against a riso of 27>s per cent in 1977° However, for foreign families inflation

accelerated to 19=9 pe*1 cent against 13 per cent in 1977= Louer price rises for food in 1978

resulted from bettor food crops and better supplies, In the first h alf of 1979 rate of

inflation appears to have accelerated once again= The consumer price index for African

families was 13=7 Per cent higher in June 1979 than at December 1978=

10". Employment and unemployment

Uith its high, rate of economic growth, Ivory Coast has not experienced a serious unemploy

ment problem, the reverse being true; the country having to bring in workers from neighbouring

Sahel countries. Since 1975» ^c increase in employment has been rapid and in the industrial

sector employed manpower rose at the rate of 17 per cent per year up to 1977° In 1978 there

seems to have been a slowdown in employment creation^ Another field where employment has been

increasing rapidly is in Government administration. However, the planned drop in the public

investment programme will have a1 direct effect on employment in the construction industry

■rhere it increased impressively in the recent past growing from 28,859 in 1975 "to 48,901 in

1977 or by 69=4 per cento
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11=- Other social sectors

(a) Education, An important effort is being made to develop education and train
qualified personnel. This is shown by the very rapid rise of the education budget which

has practically doubled between 1975 and 1979. In 1979 the growth of the budget is slower

than in 1977 and 1978 but higher than the averags of other sectors. The effort is" reflected

in the rapid rise in enrolments at the different levels of education and particularly at the

primary level"whbre 'the enrolment ratio is now around 75 per cent, A remarkable programme
of education through television is now reaching most of the primary schools.

The Ivory'Coast: Table" 9'o Social indicators, 1975 to 1979

__^ !975 1976 1977 1973 1979

Enrolment s

Primary schools

Secondary schools

Technical schools

University

Health

Doctors

Nurses etc

Hospital beds

Source: La C3te d'lvoire en chiffres, 1979-80-

(o) Health. As with education so the rapid growth of the health budget is an indication
of the effort being made by the Government in this field. In 1978 there were 18,182

people per doctor, and 781 persons per hospital bed. These ratios compared favourably with

many African countries,,

B MAJOR PROBLEMS

In 1978 the fall in coffee prices and timber exports led to stagnant earnings from

exports. As imports rose rapidly stimulated by the coffee boom of 1977 and higher invest

ments, the basic balance of payments position could only be contained by a high capital

inflow, Inflation is still a problem and the external debt is leading to a high proportion

of export earnings having to be earmarked for debt servicing. The attempts to diversify

manufacturing output in the direction of exports has run into difficulties because of keen

competition in the market from Asia suppliers,

641

95

5

9

'369

177

366

289

672

102

■ 25

6

707

387

947

075

735

112

31

7

511

141

484

124

815

125

■ 35

8

4

9

277

749

553

341

429

173

983

892

143
o

9

135

221

a •

651
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C. INTERNAL DEVELOPMENT POLICIES

To counteract inflationary pressures and to avoid a deficit on the external account, the

Government has taken steps to cool the overheated economy mainly through a smaller investment

effort. The investment budget was actually reduced in 1979 and. the three-year public invest

ment programme for 1979-1981 shows a continuous reduction of public investment expenditure up

to 198lo This implies also a reduction in foreign borrowing as the public debt has reached a

-high level and debt servicing is taking an increasing share of export revenues*

The Government is also trying to prevent a too rapid rise in labour costs which is

.hampering its export policies. The policy of Ivoririnization is being actively pursued, the

percentage of Ivoirian employees in the total bping 62 per cent in 1977- Moreover, the

Ivoirization of capital holdings is also improving, the number of domestic holders of bonds

has grown from 3,000 in 1976 to 6,000 in 1977 and the total equity they held amounted to

CFAF 11,5 billion.

The Ivory Coast has succeeded in diversifying its agriculture and the range of products

marketed is now fairly wide. In manufacturing industry, import-substitution and raw material

processing has been taken a long way and high growth rates have been achieved in recent years

but the effort to diversify into manufactured goods for export has not yet achieved significant

results. As in countries in similar stages of development it is now proving difficult to move

to the next phase of economic growth,,

D. PROSPECTS FOR 1979 AND I98O

In 1979 .and beyondf gro'.iih xdll probably be at a lower rate than in the early 1970s. In

1979 a growth rate of 4 to 5 per cent in real terms has been predicted and a similar rate

seems likely in
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KENYA

A. ECONOMIC AND SOCIAL DEVELOPMENT, 1978/79 :

!• Introduction

In 1978 the Kenya economy continued to benefit to some extent from the coffee boom

viiich started in 1976, but 1979 has been a year of comparative stagnation being influenced

by the general world economic scene and much lower earnings from coffee. The latest

estimates are for a GDP growth rate at constant prices of 5.7 per cent in 1978 but of

probably 4 per cent or less in 1979.

The terms of trade deteriorated in both 1978 and 1979 and in the first half of

1979 the fall was 22 per cent compared with the average of 1978. The low price for

coffee exports accompanied by higher import prices and particularly of crude petroleum

was responsible for this substantial deterioration.

Because of the fall in the country's foreign reserves in 1978, an import deposit

scheme was introduced in December and as a result imports in 1979 have been substantially

reduced from the high level of 1978„ The lower external trade deficit now forecast at

KE175 million in 1979 may be compared with the particularly high figure of KE265 million

recorded in 1978. In the first seven months of 1979 gross foreign assets of the Central

Bank of Kenya have increased by some 25 per cent to reach KJE169 million at the end of

July 1979. This increase suggests that the balance of payments position in 1979 is more

satisfactory than in 1978 although the size of the trade deficit forecast for the year

means that the situation must be kept under constant review.

The import boom of 1978 was a direct consequence of the relaxation of controls which

had followed the very buoyant economic conditions and the exceptional current surplus on

the balance of payments in 1977. However, the very large increase in imports in 1978

had led to an extraordinarily high visible trade deficit and this had to be met by imposing

stringent controls which became practically effective in the first quarter of 1979.

There is some evidence that earnings in the commerce sector have been adversely

affected in 1979 by the controls in operation but in general the economy is experiencing

a year of stagnant consumer demand. The construction sector in contrast is enjoying

boom conditions helped by the higher capital expenditure under the new development plan

and the spending of funds accumulated in the private sector in 1977 and 1978. However,

this sector is still too small to have any material impact on the level of economic

activity in the country as a whole.

There was a small increase of 1.4 per cent in the contribution of agriculture to GDP

at constant prices in 1978 but the present indications are that this rise was offset in

1979 by a similar percentage fall. Manufacturing industry which had been a major growth

sector in both 1977 and 1978 was experiencing a year of small growth in 1979,

There is a strong correlation in Kenya between the percentage increases in GDP in the

money economy at constant prices and the rise in energy consumption. Between 1972 and 1978

the monetary economy grew by 36 per cent and the rise in consumption of energy in the form

of oil, electricity and coal was 35 per cent. In the first half of 1979 domestic

consumption of petroleum fuels and electricity rose by 2 to 3 per cent and this suggests

that GDP at constant prices probably increased by the same proportion.
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2 GDP hy industrial origin

Table 1.
1975 to 1979 (millions of Kenya pounds)

■

At currant pricos

Agriculture, forestry, fishing

Mining

Manufacturing

Electricity, etc.

Construotico

Wholesale and retail trade a/
Transport and communication

Services

Total GDP at factor cost

At constant 1972 prices

Agriculture, forestry, fishing

Mining

Manufacturing

Electricity, etc.

Construction

Wholesale and retail trade a/

Transport and communication

Services

361.38

3.42

127.39

19.98

63.74

121.86

60.25

294.62

484.44

3.41

159.70

23.10

68,06

144.46

69.15

343.82

688.29

3.81

199.31

31.07

8O.21

199.54

74.05

404.26

664.28

3.81

245.75

37.28

90.80

239.03

93.22

482.04

1 052.64 1 296.14 1 680.54 1 856.21

258.17

3.11

94.31

16.45

42.41

66.24

40.67

232.

256.11

3.41

111.92

18.46

41.30

71.72

44.91

247.76

279.29

3.53

129.69

19.81

44.55

79.65

46.13

261.57

283.48

3.53

148.40

21.55

47.08

85.38

48.69

275.71

Increases in

Percentages

-1.5

5.0

18.0

12.0

Total GDP at factor cost

of Kenya.

a/ and restaurants and hotels,

An effective lack of growth in

increases in output from manufacturing, con,^^"^T'^'by agriculture, forestry
neant that the proportion of GDP at constant prices ™n™t^ y £ 1979 29.7 per cent
and fishing has declined while the share from xncustry lndustry and 45 per
of GDP at constant prices came from agriculture, 25.3 per
cent from services. In 1977 the proportions were 32.3, 22.9 and

respectively.
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3. Selected economic sectors

(a) Agriculture, forestry and fishing. The rains have been heavier than normal
in the~main rainy seasons in 1978 and 1979 and this has had its impact on certain crops.

At the same time the problem created for farmers in disposing of their maize crops to

the official marketing board has meant that plantings of maize have been reduced.
Sugar-cane output has grown very rapidly and production of tea has benefitted from the
heavier rainfall but for coffee, production in 1978 was substantially lower than in 1977

while there was a further reduction in 1979.

Livestock generally has been pastured more easily on the grasses created by the
heavier rainfall and both milk and meat output were higher in 1978 than in 1977 although
some fall in milk production appears to have taken place in 1979. Thus the general
situation in agriculture is of stagnation of over-all production in 1978 and 1979 after

the large increase recorded in 1977.

Kenya: Table 2. Commercial agricultural production a/, 1975 to 1979 (in thousand tonnes

except milk which is in million litres)

1975 1976 1977 1978 1979 b/

Coffee

■ TOa

Sugar cane

Maize

Wheat

Rice paddy

Cotton

Sisal

Milk

66.15

56.73

1 654.58

487.83

145.46

32.11

16.12

43.64

230.61

80.30

61.98

1 652.60

564.75

186.77

30.30

15.80

33.56

208.66

97.07

86.29

888.14

423.96

169o88

41.42

16.26

33.20

259.45

84.33

93.37

2 349.21

236.27

165.94

35.82

27.19

31.46

169.80

78.6

96.0

2 701.6

237.0

160.0

34.0

35.0

33.0

c/

SourCe: Economic Survey 1979; Republic of Kenya, Central Bureau of Statistics.

a/ Sales to marketing boards only.

b/ Forecast.

c/ A fall is likely.

(b) Mining. This is a small sector economically and the major products are

gemstonesl^l^rspar and soda ash. The volume of total output has changed little since
1376 but changes in relative prices have had an impact on production of specific

minerals and their profitability.
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(a) Manufacturing. After volume increases in output of 16 per cent and 14 per

cent respectively in 1977 and 1978, the present indications are that growth in 1979 will

be much lower and around 5 per cent. A substantial number of subgroups of the

manufacturing sector have reported increased sales in the first half of 1979. Production

of sugar, soft drinks and fabrics increased by more than 10 per cent in volume over the

same period of 1978 but output of wheat flour and beer declined while that of cigarettes

was.at about the same level. Total production of cement increased by 9 per cent in

January to July 1979 and of o'.troleum products ro^e by 5 per cent in the first half of

the year, for wood, plastic and rubber products and transport equipment the increases

in the value of sales reflect some rise in output volumes.

As indicated in earlier surveys there has been a fairly subatantial rise in the

range of products manufactured in Kenya since 1976 and the volume increase of nearly

40 per cent in three years shows how the sector has expanded. One reason for the slow

down of growth in 1979 is the difficulties facing the Ugandan economy but stagnation in

consumer demand has also contributed.

(e) Energy. All petroleum consumed is imported or produced from imported crude.

Electricity consumption includes supplies imported from Uganda but in 1978 and 1979

large increases in domesvically-generated . ydrc-electric powcj have enabled imports to

be curtailed.

The present production at the Mombasa Oil Refinery includes about 40 per cent for

export but this proportion has fallen fairly drastically since 1973 when 54.3 per cent

of products were exported.

Local production of energy in the form of petroleum, electricity and coal and eoke

but excluding fuelwood and charcoal accounted for only 12.8 per cent of consumption in

1578, an improvement en the 9.5 per cent of 1975 but well below what can be considered

a suitable proportion. The continued heavy dependence on crude petroleum imports

exposes the economy to many basic difficulties.

Kenya: Table 3. Electricity and petroleum production, 1975 to 1979

First half

iO'/o i^/o 1977 1978 1979

Electricity generated (million kwh) 971 1 158 1 113 1 382 7.36

Crude petroleuni throughout at

oil refinery (million tonnes) 2 338 2 575 2 570 2 585 1 348

Source: As table ?.

(f) Construction. This sector has been recovering from a setback experienced in

1975 and 1976 and output volume increased substantially in 1977 to 1979 while the .-

profitability of Vie industry also improved.
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e*-,^.,i- ^ ^ - - ia whose expenditure in Kenya is not nearly as
significant as for persons from other originating areas.

Kenyan Table 4. Tourist statistics, 1975 to 1979 (thousands)

Departures Total stay

1975

1976

1977

1978

First half 1979

———*■■''

336.1

424.2

344.4

333.3

168.9

4 963

5 308

5 101

4 745

Source: As table 1.

a/ Includes permanent guests and Kenya residents.

Bednights a/

3 209

3 574

3 838

3 982

2 090

been Stagnant or

are

1975 but with

more time in hotels and less with friends and relative!
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4. Expenditure a^d tae GDP

The figures given in table 5 show that betwaan x^/J and 1978 the growth rate of

expenditure en gvoss f:>"ed capital formation was much greater than the increase in

private consumption and public consumption. This indicates the effort being made to

speed up development by building fixed assets to produce future wealth*

Kenya: Tabl_e_ 5. Expendltu.re audjche GDP, 1975 to 1976 uaillions of Kenya pounds)

At current criccs 19" 1976 1977 1978

Annual growth per

cent per annum

Private consu^Q-cion

Public conjunction

Gross filled capital

formation

Change in ?foc':;-

sports i'iss :.T.pcrtn

Total GDP at market

price :i

Source: As tcble 1.

012.03

219.30

241.89

-•24.Cl

-■56.1C

1 192.31

913.48

253.79

290.43

3.84

10.10

1 471.64

1 068.19

3^2.05

390.01

51.22

68.30

1 899.77

1 340.61

407.00

508.67

88.58

-220.60

2 124.26

18.3

22.6

28.2

...

21.3

The proportion of GOP ci public and private consumption in 1978 was 82.3 per cent

and on gross fix-s^l capita", formation was 23.9 per cent. There were also stock increases

equal to ebout 4 per c\-:nt of Cr.<P but much of these increases was a result of the import

boom that occurred, T.'ie Kxcersn of consumption and capital formation over the level of

GDP of 6,2 per cc-r.t deluding i>tQok changes and 10.4 per cent including stock changes

was financed by t.~c. 5r-flc'/7 cf resources fyom abroad.

5. External t::ade payments

>s indicated eirlior tho relaxation of controls as a result of the very favourable

balance of jav3h?nti5 situ:,uio:i i~ 1977 led to a very large increase in the volume of

iirports ir* :.01<i) r.Ov,a\or, tlie loe*s of foreign reserves which tlien occurred itself led

on to t;?o :■-.tj-oC'ic'rlori r..J: ■-„'■. ^.::pi-r :. -uepo^i4: schwas C.r. D,juor.iber 19^8 acsigned to curtail

imports ejr! restore tn'. v~cur.try' s foreign reserves. This has meant that after a very

high level of imports :!.;: 1973 these h:\ve been reduced quito drastically in 1979 and

have fallen at the 3-^1^ ii.l-.nG ?s export earnings have been reduced.

The -JOTintri's rest ii>po:rtar.t exports are coffee and tea followed by petroleum

products. While '.-?_■->re v:a& a i^rge li^e in expert earnings in 1977 as a result of the

coffee bcom, reduntiono in exports in 1978 and a-jain in 1979 caused the difficult

foreign exohar.go situation whica has been described and the measures necessary to

axaba't tho sani.?. As regards import prices there was no over-all increase in 1978 but

in 1979 the situation Y:&& worsened quite considerably and one result has been that the

tsrras of trac"& have dacp.riorated sharply. Based on 1976 the trade terms were 112 in

1978 but in the firs.t h.'.lf cf 1979 had fallen to the low figure of 87.
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yas Table 6. External trade and balance of payments, 1975 to 1979

(millions of Kenya pounds)

1975 1976 1977 1978

First half

1979

External trade

Exports and re-exports

Jinports

Balance

Balance of payments

Goods and services (net)

Private transfers (net)

Government transfers (net)

Capital

Reserves and related items

Errors and omissions

238.0

362.6

345.1

407.0

-124.6 -61.8

-102.4 -58.0

501.8

531.4

395.7

661.2

-29.6 -265.5

-5.4 ■292.3

-1.4

19.9

68.9

16.9

-1.9

-6.3

12.4

88.6

-35.6

-1.1

3.5

26.0

90.4

-112.7

-1.8

7.5

32.3

171.0

77.6

3,9

186.5

288.8

-102.3

Source: As table 1.

The balance of payments statistics since 1975 show a large and increasing net inflow

of capital and in 1977 and 1978 this capital inflow was accompanied by larger inflows of

government transfers. These funds have enabled the deficits for goods and services to

be covered for the four years as a whole but in 1978 itself there was a large rundown of
foreign reserves because of the size of the external trade deficit.

While information is not yet available for 1979, what is available on the gross

foreign assets of the Central Bank suggests that the reserves have been replenished to

some extent. For the year as a whole the external trade deficit will still be high but

at K£175 million there will be a substantial improvement compared with 1978 when it was
as high as KE265.6 million.

6. Development aid and external debt

The data given above on government transfers shows a net inflow of KE19.9 million
in 1975, 12.4 million in 1976, 26 million in 1977 and KE32.3 million in 1973. Not all

these funds accrue directly to the central government because their accounts show external
grants ranging from K£7 million in 1975/76 to KE28.7 million in 1978/79. However, the

general trend in both sets of figures is encouragingly upward.

Despite the increase in grants, external loans to the public sector have been

rising rapidly and the external debt, funded and unfunded, doubled between June 1973

and June 1978 to reach KE242.6 million and net servicing charges in the yearwhich end^d June
1978 were KE31.17 million. Debt service charges on central government debt were equal

to 5.5 per cent of earnings from goods and services but in 1979 the figure probably
rose to 7 per cent.
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7. Government revenue and expenditure

In the period 1974/75 to 1978/79 total central government expenditure and current

revenue both rose by.122 per cent. As table 7 shows the largest increases occurred in

the financial year 1977/78 when current revenue rose by 40 per cent.

Kenya: Table .7. . Government revenue and expenditure, 1975 to 1977 (fiscal year to

(millions of Kenya pounds)

1374/75 1975/76 1976/77 1977/78 1978/79 a/

Current revenue

Current expenditure

Capital receipts b/

Capital expenditure

Cver-all balance

Financed internally c/

externally

Source: As table 1.

226.6

207.4

8.2

94.2

-66.8

31.0

25.8 ■

269.2

246.8

'7.0

126.4

-97.0

53.3

43.7

320.6

285.1

10.5

124.7

-73,7

53.3

25.4

472.2

400.1

9.0

190.2

-109.1

65.9

43.2

502.3

470.0

28.7

210.0

149.0

82.2

66.8

&/ Provisional estimates only.

b/ External grants.

c/ Residual item, includes changes in cash balances.

After this sharp rise in 1977/78, growth of current revenue was substantially lower

in 1978/79 and although the rate of increase in total expenditure was much less than had
been budgeted, it was sufficient to widen the deficit which required financing. This

deficit of KE149 million appears to have been covered by KE66.8 million from external
funds and KE82.2 million domestically.

8. Money and banking

There was a sharp fall in net foreign assets in 1978 accompanied by a large rise

in domestic credit. Measures taken at the end of 1978 had the effect of stabilizing the
level of domestic credit and of strengthening the foreign assets. The details are given
in table 8, the fall in net foreign assets in 1978 was KE82.7 million and the rise in

domestic credit was KE165.9 million or 35.9 per cent. There was a larger proportionate
rise in credit to the government than in claims on the private sector.

In 1979 data for the first four months show domestic credit at April only 1.3 per

cent higher than at December 1979 while the net foreign assets rose by KE14.8 million

to reach KE112.5 million. Figures of gross foreign assets of the Central Bank of Kenya

show a further rise in the period to July 1979 while domestic credit has also been
increasing although at a fairly modest rate,

The money supply had risen at a rapid rate in 1977 but the increase of money and

quasi-money in 1978 of 13.7 per cent was very much less than the 46.8 per cent rise

recorded in 1977. in 1979 the rate of increase in money supply has been further reduced.
There was a fall in the first four months of the year but figures for July 1979 show an
8 per cent rise over July 1978.
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Kenya.: Table 8. Monetary survey, 1975 to 1979 (millions of Kenya pounds)

End

1975

End

1976

End

1977

End

1978

April

1979

Net foreign assets

Domestic crartit

Net claims on Government

Claims on official entities

Claims on private sector
Money

Quasi-money

Other items (net)

28.4 72.6 180.4 97.7 112.5

88.3

15.2

217.2

227.0

113.7

8.3

94.9

10.7

268.1

283.7

139.0

23.6

90.0

12.9

359.8

421.3

199.3

22.5

161.3

10.5

456.8

465.0

240.9

20.3

158.8

12.5

465.5

442.4

250.3

.,SQUrCei IMFV Internatlo"ai Financial Statistics, vol. XXXII, No. 10, October 1979.

On July 1st 1979 the statutory liquidity ratio for the commercial banks was reduced
from 18 to 16.per. cent signalling some -asing of the limitations in force on domestic
credit probably associated with the more satisfactory foreign asset position and the
signs of stagnation in the economy

9. Wages and prices

Consumer prices averaged for three income groups rose by 10.7 per cent in the year

ending in September 1978 and 8.2 per cent for the succeeding year to September 1979.
The latter period includes the impact of measures introduced in the budget of June 1979
to raise more indirect taxes from the middle and upper income groups. The inflation rate
was certainly lower in the year to September 1979 than in each of the previous four years
Wiile consumer prices rose at an annual rate of 11 per cent in the four months to
September 1979 the rate of increase for the year succeeding the June 1979 budget is
expected to be lower.

Wages in the two years 1977 and 1978 failed to keep pace with the increase in

consumer prices so it has been estimated that real average wages fell by 4.3 per cent
in 1977 ^nd a further 4.4 per cent in 1978.

10. Employment and unemployment

The presidential directive on employment has called for a 10 per cent increase in

the numbers employed and the expectation is that this will result in at least 70,000
persons being able to find work in 1979. The record of wage employment shows that in

1S78 there was a rise of only 1 per cent in numbers employed in that year bringing the
total to 911,500 compared with 819,100 in 1975.

The rate of creation of new jobs over the last few years has not been sufficient

to absorb the school leavers nor the substantial numbers of unemployed seeking work.



11. Other social sectors

OTer the last two years ana the total for «7^«BalI/fall off in ^ proportion

TZe-TjJolkVlrZ^ BChooX with a figure for 1978 of 83.2 per cent compared
with 85.6 per cent in 1977.

As reported in last year's -rvey the growth of secondary enrolments ^^^^

taking place almost entirely in unaxded s*f *C s ^* s " n ?978 there were
country by the efforts of P-efY^f°ifin aided schools For aided schools the

78,862.

sr=s
enrolments in the 1979/80 academic year.

24!708 beds and cots, a rate of 166 per 100,000

The increases in health personnel in=e i^£^ST^
in government service and in the total pha^^Jf^^, 245 pharmacists,
Tfcere were 1,466 doctors 130 dent^,1,459 cl nxcal off, ^^ ^ rat±o
6,388 registered nurses and 7,908 enrolled ™^ses.

per 100,000 population and for nurses it was 92.67 per 100,000.

(c) Housing. Rent surveys carried out in the n

but in general

progress is not as rapid as is required.

B. M&JOR PROBLEMS

^e balance of paints has been difficult since ^^fl^^fShe
control the situation have had the effect °* 'f™ ^ ZZrfo^llTtKole seeking
economy. Employment creation has not been ^enough^^f^t because of the
work and in 1979 farming incomes have bec* "^d^about 7 per ^ ^

fall in coffee prices and lower output One dxrect ^equcn ^ fall

difficulties in Uganda
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C. INTERNAL DEVELOPMENT POLICIES

The new development plan to run from 1979 to 1983 aims for economic growth leading
to an equitable distribution of the increased income and wealth among the people. The
alleviation of poverty has a dominant position in the formulation oi policies,

improvements are planned for the nation's tax structure and measures are Proposed
for a more efficient use of scarce resources. The growth rate aimed for is 6.3 per cent
a year and Kenya will continue to seek foreign private investment in selected sectors
as well as grants and loans from international donors in order to augment the domestic

resources available.

After the easier development options in earlier plan periods it is now necessary

to consider moving in agriculture to the development of arid and semi-arid «"•"»*
in industry to an emphasis on increasing production for export. Dispersion of xndustrxal
activity throughout the country is another objective.

The budget in June 1979 increased the level of the sales tax from 10 to 15 per cent
and raised o?her indirect taxes including licence fees on vehicles in order to levy more
tax on the middle and upper income groups.

0. PROSPECTS FOR 1979 AND 1980

The year 1979 has already been covered, a growth rate of GDP at constant prices of
less than4 per cent is now in prospect. For 1930 much will depend on progress in
agriculture and the earnings realized from the major exports. Coffee prices could be
higher in 19^ and output should recover from the low level of 1979 More ^nings from
agriculture will help create a base for increased consumer demand and ease the balance
3 payments constraints. A freer economy would be able to advance more rapidly.
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A, ECONOMIC AIID SOCIAL DEVELOPMENT, 1970/79

19 Introduction . . .

In the last savvey in this series tentative figures for the estimated GDP up to

1977/78 were published which shovied an average growth rate of abcut 20 per cent a year

at current prices between 1975/76 and 1977/7*3; at constant prices the increase was

probably around 6 per cent a yearc These figures were only very approximate and will

naturally be subject to substantial revision when more detailed estin.ates have, been madeD

No estimates have been prepared for 197&/7S 'out the agricultural industry had another

relatively successful year, the mining sector benefited from the substantial increase in

diamond production, and the commerce and services sectors saw further advances based on

figures of substantiallj' higher imports and of higher government current expenditure.

There was some fall in the average numbers er.r-loyed on the mines in South Africa but

their average earnings were increased. Construction activity has again increased in line

with the greater investment effort especially in the public sector« A further rise of at

least 20 per cent in GDP at current i^rices is indicated; at constant prices the increase

would probably have exceeded 6 per cent»

The external trade deficit widened in 197^ despite a large increase in exports from

R VZQ2 .Mi.7T.ton ';•;• 1: 29c6 million,, Imports rose from 11 199«4 million to R 230..3 million

so the realized deficit which had been R iu7.2 million in 1977 increased to 3 200.7 milliono

There was a rise in the net foreign assets of the commercial banks in 1978 (there is no

central bank) of 2 2C8 million so the increase in the trade deficit was more than covered
by personal remittances (including purchases) by migrants working in South Africa, and an
aid and capital inflowa

Figures to October 1979 show a further rise in net foreign assets this time of nearly

K 20 million so this should indicate an increase in the inflow of personal remittances,

and a higher aid and capital inflow* Imports were substantially greater in the first

quarter of 1979 and despite higher earnings from diamond exports the trade,deficit

probably x/idened further* With higher capital expenditure and an increase in Government

recurrent expenditure the present indications are that the GDP should again rise

substantially at cur-rent prices in 1979/CO but much will depend on the adequacy or other

wise of the rains for agricultural production. After three, relatively good seasons, there

is always the prospect of a bad season with low rainfall*

2O GDrMrfc industrial^ origin

There is little to add to the data published in last year1 s Survey and fable 1 is

a repeat of the information grren in that table for 1975/76 to 1977/7on For 1978/79,

mining!s share of GDP probably rose substantially but for most other sectors the relative
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proportions were likely to have changed only little*, Agriculture is still by far the

most important productive sector in the economyo~ The services sectors including commerce,

hotels and transport accounted for more than half the total GDP in 1977/7& and this was

also the case in 197^/79•

Lesotho: Table U GDP by source, 1975/76 to 1977/7S (million of rands)

At current prices

Agriculture, forestry, fishing

Mining

^.Manufacturing

Construction

Wholesale and retail trade, hotels and

restaurants

Transport and communications

Services a/

Total GDP at factor cost

Source: Compiled from data supplied by

1975/76

37.7

1.7
3.6

2O6

I6n3
2«1

07.3

Lesotho authorities

1976/77

43.6

2*7
i p.

5o3

21C 0

2O9

27.0

106c3

1977/7C

3S.1
3*0

2,6

13.1

25.7
3o6

40.4

126»5

a/ Includes electricity and water.

3* Selected economic sectors

(a_) Agriculture, forestry, fishing. Considerable attention is still being given t<

developing the agriculture sector and priority for agriculture is one of the keynotes of

the proposed third development plan. This emphasizes the enhanced local production of

food grains, soil conservation and afforestation and linkages of agriculture to agro-

industries in order to promote investment in agricultural production* The farming

population will be educated in good farming practices and cne proper maintenance oi'

conservation works.

After the poor crop year in 1975/76, output in the throe£-.cc -*d5.r.; seasons was

good being helped by the favourable rainy seasonso However-? despite the increase in

output, food imports continue at a high level*

Lesothoi Table 2« Output of selected agricultural products, ^975i|toii.197S

1975/76 1976/77

Maize (thousand tonnes)
Sorghum (thousand tonnes)

Wheat (thousand tonnes)

Peas and beans (thousand tonnes)

L'fohair e^orts (tonnes)

Wool exports (tonnes)

Source: Compiled from data supplied by Lesotho authorities0

1977/73

49
24

45

14

1975

600

2 600

12o

62

53

22

1976

300

1 700

143
86

50

15

1977

397
2 GOO

1973

495
2 392
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The, Basic Agricultural Services Programme designed to provide a country—wide service

and inputs to agriculture;, has been slow in starting but it is "now being-supplemented by

a mountain livestock development programmes, This latter programme will co-ordinate-

animal health, stack—breeding and range-management activities in selected areas* The °

national .abattoir, under^construction will provide ci valuable focal point for th6 processing

of the offtake of the livestock sector. There are other programmes to eftcourage pig-

raising, poultry-farming and fish-farming* A woodlots project has been under1-.vayr'idjice

1973 and is;now being supplemented by a large-scale forestry project*

One rssu.lt of the, present distribution of incomes 'ofrural households is that there

is a substantial proportion of children who are chronically malnbur^shedo

•■"■ ■■■Qj) M^2S° ■ 1^ Letseng-Le—Terai diamond mine entered into full scale "production
in 197o.a$.;d exports of diamonds in that year rose to 67,222 carats worth R ;16q7O million.

The average value per carat was R 248«4» three times as high as in 1977 when 14?977 carats

were exported,, (X'her minerals exploited at present include clay and certain building

materialso A complete inventory of existing and potential mineral resources is being

preparedo Several promising diamond deposits have been identified and uranium and mercury

mineralization has been discovered*, These areallbeing followed up*■•'■'■----■: - :.'.:..:...

*'•'• f'■' i ~~j'i'} ■';.'''':■■■■-.

/- It is .proposed to open and operate.;a..diamond mine at Kao and- to open three new sites

for. co-^epervativ^ diamond digging Resides upgrading the two existing sites, , ''"

• \S) M^-P^7.fa/?tui*in&c There are 36 manufacturing enterprises of which'nine process
agricultural and-other, iocf^r-produoed products* Tfce remainder process or assemble ;

imported materials or components0 There are also a number of handicraft ceritreso *'''"~L/'"

Development activity in this sector is concentrated on the activities of the Lesotho

National Development Corporation and BEDCO? the organization established to help develop

small-scale,enterprises.. A major new-project which will Jiave a" substantial impact 3ti
output in this sector is the abattoir scheduled'to enter production in 1980* factories ;
to provide building materials from local materials have also been builto • . -

(^ Si££££iSi£y-c f-oct electricity Msed in'Lesotho is imporjed from tfee-Sodth--A-frican
gricjL-butj.it is proposed to develop,, local capacity, and the large-scale water scheme to

prov£4e water in bull: to South Africa will also, generate substantial electricity. There

i" possible hydro-electric power, sites, " '. * ■ ' *_.'.. " '

The Highland Water Scheme will entail the construction of 5 dams for storage, a'100 "km

diversion tunnel; 3 ppwer stations, and. a pumping station.,: Constr^iction is expected to

begin.towards the end of the third plan period but.,will take 20 years Vo be completed.

w ^finsl'ruct.1onq This has been a major growth sector over the last few" years and r

increasing^ the country is benefiting from the ability of its local, contractors to.

develop ti^eir, capacity to undertake major contracts* / In any event the. incresasje in: develop
ment expenditure has helped create additional employment in this sect6rsVC"'By*the end of
the third plan period it is hoped to have 3p500 persons working in the labour-intensive*
construction unite
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(f) Transport services* Road development has been given a sharp impetus in line

with the policy of opening up the mountain areas and, linking them to the other areas of

the country* The policy of high road expenditure is to, continue in the third plan, period

when a total of R 102 million is scheduled to be spent* In this same period the new

international airport will be built for ft 34 million and when completed will be able to

accommodate aircraft on flights from outside the subregion*

3h 1976 a total of 10,163 road vehicles were registered or reregistered and In 1977

the figure rose to 11,590* Of the latter total 1,130 were trucks and 3f2&7 were vans.
there were also 237 buses and mini-buses and 1,303 tractors and combine harvesters*

(&) Tourism* The number of tourists in 1978 was 138,000 compared with 118,000 in
1975* Over the years the number of hotels has increased and on 1 December 1979 the Maseru

: Hilton was officially opened. However, persons travelling away from the capital have few

places, if any, to stay and it is hoped that hotels will be developed in areas opened up

by the new roads being built.

4* Expenditure and the GDP . ; =.

There are no new data and it was shown in last year's survey that while total,GDP at

market prices in 1977/72 was K 160*2 million, private consumption expenditure was a high

3 268*4 million, public consumption was R 32.9 million and gross fixed capital formation

was H 36*9 million* There was also an increase in stocks of ?\ 4*5 million so the gap

between GDP and total expenditure had to be financed by a new resource inflow of 3 l82»5
million* This resource 'inflow was financed by the earnings of migrant workers abroad

and by an inflow of aid and capital*

For 1978/79 it seems likely in view of the higher visible trade deficit that the net'

resource inflow was greater than in 1977/78* Gross fixed capital formation in 1978/79
was probably significantly higher than in the preceding year*

5* External trade and balance of payments

There was a further rise in the external trade deficit in 1978 from R 1&7«2 million
to K 200*7 million but the extent of the increase was very much less than those recorded

in 1976 and 1977e The substantial rise in exports in 1978 was due to much higher earnings

from diamonds*

As shown in table 3 net earnings of Basotho abroad rose sharply in 1975/76 but the
rate of increase in 1977 and 1978 was more muted. In 1977/78 these earnings were valued

at R 118.3 million.

Other large net inflows in 1977/78 were a 32*9 million from the customs union agree

ment and 3-25*2 million received as Government grants and loans of as directly funded

aid. ■ ■ ■ . ' '' " ■ '.-'.'
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Table 3

Balance

Balance of payments

payments, 1975 to 197S (million of rand)

1975

Goods and services (net) b/

Net earnings IJasotho abroad

Customs union revenue

Government grants ?n

Directly funded c.id

JVivate foreign inves

-/£3- etc, c/ -

117.3

-108., 1

1974/75

1976

"179*6

■I64o9

1977

12.2

199*4

1978 a/

230c3

-200,7

1976/77 1977/78

109*6

59-9

■■17»3"

4*5
5.0

5o0

17*9

—I49o3
90O0

■ ■■■15.5-
8,4

7oO

13.6

I4o3

-I6oe4
103a

■ - i6o-5 ' ■
10., 4
1O.,4-

20-.6

-0,6

—175o3

118,3
■■""--':32o9

15-2

IOsO

5*3
—6^4

Source:" Compiled fr<Sm data supplied by Lesotho authorities^ ' .

a/ Frovisioiia 1 ^ ?

b/ Excludes migrant'* he & eain^Jigsi

c/ Ani errors and om;.s.iicris.-> .

Both thcTe .-sources of '.i.nf.J.ow rcne xr. 197^/7S' a^d tho country's not foreign, assets

also increased^ . . >o

In 3977/78 as sksfc'ri in the bai^jice of payi/ionts statistics e;rcernal grants1 and loans

to the Government i;ere valued at I? 15-2 million and directly ftuided aid at R 10-0 million^

These figures show a substantial increase on those of R 4=5 million and R 5 million recorded

for- 1974/75.

Capital assistance constitutes a generous response on the part of the donor community.-,

ii 1979/80 such assistance ^.H£ .expected to: be worth H 29^4 .inilliono -"■- "'■.■: / ;-v/-;
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The total of loans currently outstanding with Government had risen to R 53 million

in 1979 of which R 13i6 million was internal public debt and R 39.5 million was external
public debt* A successful domestic bond .ssue helped raise :otal internal debt to

R 31»6 million by the end of 1979o

7« Government revenue and expenditure

Table 4 provides information from the budget estimates or revised estimates« While

the data on the recurrent revenue are the lght to be on a consistent basis_, the method of

presenting the recurrent and capital expenditure has been changed for 1978/79 and 1979/80

so that the series is not consistent with earlier yearso This is particularly so for the

capital account which in the two latest years includes donor-aided expenditureo In 1979/80

such expenditure totalled R 65.18 million,-.

However, it is obvious that revenue has multiplied at a rapid rate since 1975/76*

In 1978/79 out of total revenue estimated at R 77»44 million, customs revenue was
R56.14 million* Similarly in 1979/80 customs revenue was R 71o50 million oat of a total of
R 96.22 million.

Lesothos Table 4« Government revenue and expenditure, 1975/76 to 1979/80 (millions of rand)

Estimates or revised estimates 1975/76 19/6//7 1977/78 1978/79 1979/80

Recurrent revenue 29<>3 30*1 53*69 77c44 96,22

Recurrent expenditure 26O2 32O3 45.84 66«OO a/ 79<>93 a/
Capital receipts 7#0 8.7 2Ge38 <>•».

Capital expenditure 12e4 15,1 25O69 62O46 h£ 100021 b/

Total receipts 36O3 38.8 74.07 »♦»
Total expenditure 38*6 47,4 71*53 128,46 I80.H c,

Balance -2,3 -8.6 +2C54

Source: Compiled from data supplied by Lesotho authoritieso

a/ Includes administration account and reserve fund*

b/ Includes donor aided expenditure^ .

c/ Excludes R 11.06 expected under-expenditure on capital projects.?

Ofthe total recurrent expenditure shown for 1979/80, R 64«31 million was for expenditure

from the consolidated revenue fund, R 7»00 was statutory expenditure such as public debt

interest and R 8.64 million was appropriations to the consolidated administration account
including the reserve fund0
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In the total capital budget for 1979/80, R 25 million was allocated for roads,

R 19 million for agriculture, R 12 million for financial institutions for a new central

administration T£>loc\ .and for completion of *he Hilton Hotel; H 5 million was for education,
R 5.5 million for commerce and industry while 3 10 million was to be raised by commercial

loans for n»w shopping complexes and R 2 million for housing, A 4 million has been

allocated for a start to be made on the new international airport*

8. Money and banking

There is as yet no central bank in Lesotho but in 1978 steps were taken to create

the Lesotho Monetary Authority which would have power to issue notes and coin. It has

already been agreed that the" currency of Lesotho will be the Maloti which will be on a
par with the South African Rand* Future provisions in an act gazetted in November 1978
would allow for the gradual expansion of the monetary authority into those fields handled

by a central bank including the obligation of financial institutions to maintain required

reserves with the authority and the regulation of interest and credit« It may also open

accounts for and accept deposits from the GovernmentQ

Lesotho: Table 5o Monetary; survey^ 1975 to 1979 (millions of rand)

Commercial banks only a/

Net foreign assets

Net claims on Government

Claims on official entities

Claims on private sector

Demand deposits

Time and savings deposits

End

1975

End

1976,

End

1977

End

1978

17*39

o4

8O43
7,41

17,40

1.47
2.34

11*57

11*37
23*24

23.16

6.29

4.29

13.64
18.78

29,24

25.92
6.82

2.58

18.45

23.51
34.32

October

1979

45.31

-2.53
2.03

25.59

28.85
40.20

Sources Compiled from data supplied by Lesotho Commissioner of Financial Institutions,

a/ There is as yet no central bank in Lesotho.

The Lesotho Hornet$ry> Authority was planned to commence operations in 1979 but the

issue of the new currency was postponed to January 1980.

The figures given in table 5 show tkat net foreign assets of the commercial banks,

rose in both 1977 and 1978 and then increased by 75 per cent in the 10 months to

October 1979© These commercial bank foreign assets do not include the substantial sums

that the Government itself holds abroad*

Net claims on the Government by the domestic banks rose substantially in 1977 and

then only moderately,in .1978 Lxt fell sharply to -2.53 million rand by October 1979.

Claims on official entities fell in 1978 and 1979 but credit to the private sector

continued to advance at a substantial rate in both 1978 and 1979.

The net effect of these movements was that demand deposits at the commercial banks

rose by 25 per cent in 1978 and by a turther 23 per oeat in the first 10 months of 1979*

Time and savings deposits were higher by 17 per cent in 1978 and by the same percentage

between December 1978 and October 1979o
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9e Wa^es and prices

.r As reported in last -year5^ survey there liave been substantial wage adjustments over

the last feu years and money wages appear xo have been keeping pace with the increase in

prices«

The index r.umb~r<? of consumer prices, of which there are three, show that the average

increases were 14*1 per csnt in 1975? 11-3 per cent in 1976S 15»7 per cent in 1977 and

13o4 per cent in 197^« Thece rises in consumer prices have generally resulted from the
increases in tho prices of goods imported into the country but domestically there have

been substantial increases in rents in particularo

There is no firm estimate of wage employment in Lesotho but one figure quoted for

the formal sector excluding agriculture is about 40>000 including 10,000 in government

service, 9s000 in Qcnri-.^oct Ic.ru 7;500 in manufacturing and the same number in wholesale

and retail tradeo There has been steady increase in employment since 1975» There were

121,062 employed on mines in South Africa in 1976, 123,941 in 1977 and 124,973 in 1978 ,
so migrant labour is still far ^ore important than domestic employment.

In the first half 6f 1979 the average number at work on the South African mines was

123*090 a. reduction, of 5.*072 compared with the first half of 1978* Policy on recruitment

to the mines non eiiipbasizeo re«omploymor.t of those with experience and this has tended to

stabilize if not reduce the numbers eniployedo However, the numbers recruited in the first

half of 1979 showed a substantial increase on the first half of 1978.

Any long-term tendency for reduced or even stagnant employment on the mines together

with a lower rate of turnover of staff would reduce the number of households in Lesotho's

rural area?.benefiting from the relatively high Incomes possible when one or more members

of the household is working abroad* Rural incones without some such supplement are

extremely low™

ilo Other social sectors

(a_) Education^ There were 226,019 primary school pupils in 1977 and probably about

23OjOOQ in 197o* With a further 29,000 students in secondary, vocational and higher

education, the total enrolment of 250rCOO was equal to 19 per cent of the dejure population.

This proportion would have been higher if a greater proportion of the boys had been at

school but the system of migrant- labour encourages the use of school—age boys for certain

agricultural .tasks such as livestock herding.

It is a policy to increase the number of secondary students fairly rapidly and to

develop facilities forpractical, studies at nanv secondary schools*

(k) Jleaj-tho In. 1979; there• ^ese 17 general hospitals 3 2 specialized hospitals and
143 clinics and outstationse The mountain areas are seriously underserved and many rural
clinics are in need of upgrading^ In the third plan period it is proposed to try to bring

health services to .every villager. Efforts will be made to improve and expand the network

of clinics, and outpatient, departments;1 ,, The largest hospital in Maseru is to be expanded

instead of building ?. new referral hospital in the capital;.



Housinga A policy has beer, formulated but not formally adopted which aims at

equalization of .housing opportunities for all income groups, the mobilization of domestic
savings to finance housing and assistance for construction by self-help methods* In the

third plan period ijW-cost housing will be ouilt fo- sale and rental while existing housing
ill be upgraded^

(d) Income distribution^ The estimates of household incomes are R 2,000 for urban
households, R 1,500 for rural households where one family member is working on the mines

in South Africa but R 400 or less where there is no such family memberr. With a tendency

to a stagnant ov reducing number Korkihg on the mines while the'number of r-ural households

increases, it is estimated that: the proportion of poorer ru^al households'is increasing*

B." ' MAJOR PHO^lEi'4 ■■

As indicated in last year's survey the extreme dependence of the Lesotho economy on

migrant workers on the South African mines is a source of potential very real difficulties*

The migrant labour system.was tending to lead':to higher numbers being employed up io 1977
but in 1978 there was,,a change of. policy in employiijent on the mines and the present
emphasis is now on rehiring experienced workers* ■ Up to June 1979 this policy was leading
to a small reduction in the average numbers employed with a fall from 123,762 in the first

half of 1978 to 123s090 in the same period in 1979e One direct consequence is that the
school-leaver now has extreme difficulty in finding migrant employment'and "this has
increased the pressure for domestic employment from this

Despite the evident emergence of unemployment, Lesotho is not yet able to meet its
requirements of high-level and middle-level: personnel in many disciplines» Thus expatriate

workers are still employed.in substantial numberso" '

Agricultural .productivity is not. shewing much sigh of increasing despite the intensive
effort made in this .direction; particularly in recent years-, '! . .'! '

. The mountain areas have beer, virtually isolated from ihe rest of the country and are
jjty,, served'with lociai amenities; ;

D« INTERNAL EEVELOFMENT POLICIES ■

The strategy for the third plan period aims at reducing vulnerability to external

pressures through sustainable economic growth ^nd diversification.^ There must be a

substantial increase in domestic employment; other airi3 :re to increase social welfare,
to promote social justice, ^0 protect .Land and water resources at the same time as

exploiting them to the fullest extent* Programmes will aim at increased production in

agriculture and industry and will ensure a deeper xrvolvemant and fuller participation of
the community in national development <>

The plan emphasizes looal production of food grains, the development of domestic
services as well as the creation of employment in industry and agricultureo In industry

appropriate technology and investments with lower capital cost per employee will be aimed
for.
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m 4. th?.soo*al field there is a need to enhance the well-being of the rural population,
Oater ^ supplies ano family planning are among the fields of emphasis in the health field.
framing will be carected at income generation and better family living in the rural areas

Rirther extensions of road and air communications are planned to complete the
for bringing the mountain communities into closer contact with services in the lowl^
The new -international airport will come into operation in 1962. Total capital spending
is set at H 512.4 million in the third plan period. '. ;

+a* JVu1! ?fgf Spe6Ch When introducing the 1979-80 budget, the Minister of Finance .
stated that the Government had already acted as an entrepreneur in building a wheat mill,

donors L^l' the aba!itOir' ** ^ industrial **<* **<*ary in collaboration with aid
donors. He also announced measures to increase the efficiency of the collection of revenue

i^t^zt: ztT^^ rted that a -^saies ta id - ** -™
The steps taken in introducing the Lesotho Monetary Authority and its policy 'have

^ZttLt^ "^^ ««*ier in this survey. In 1979 the Government entered the local
money market with its first issue of development bonds. In the light of the oil price
increases, steps have been taken to conserve fuels. oil price

E. PROSFECT3 FOR 1979 AND 1980

nH f^ ^ 5G ^Xkely i"0116^6 *» WC/79 has been discussed in the introduo-
T *"! 6r ri?e °f at least ^ per cent in GDP at cu^«nt Prices and one of more

develop T? Hkely to have taken Pla<*. ^r 1979/80 the Lpetus to higher
development expenditure nil continue and the widening gap between exports and Lorts will
require more mxgrant earnings to be repatriated and a greater aid and capital inSow.
Higher recexpts under the customs union are expected and Government recurrent expenditure
will also be greater. Much will depend on whether the 1979/30 agricultural seasonis
reasonable; it is unfortunate that there could be a poor season Ta^e eve^ four
years and there has been good rainfall for the three seasons 1976/77 8/7 l

e^rSf C° tT^^^ f f?
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MADAGASCAR - ■ ■ ■

A. ECONOMIC AKD SOCIAL DEVELOPf1FJTT, 1978-I979

-*-" Introduction

In 1978 there was a fall in the volume of agricultural production and probably
no growth in output from industry so that the over-all result with little increase

in the services sector vas a fall in GDP of about 3 per cent, ^ere was actually
a rise of GDP at current prices of 3=8 per cent but consumer prices rose by 6.6 per

cent and other price increases suggest that the GDP deflator was probably of the

order of 7 per cent. The fall in agricultural output has been assessed at about

5 percent due to poor rains, in the growing season, in industry a shortage of raw ■

materials and spare parts led to a sta.^nation in output. For services a strong
increase in government expenditure on salaries did not help the services sector to
record any advance at constant prices. The balance of trade worsened in 1978 with

exports growing in "value by 5-2 r;er cent but imports rising by 17 per cent. The

trade deficit which was only .2.6 billion Malagasy francs in 1977 rose to FMG 12.7
billion in 1978* As a result the balance of payments vent from surplus to deficit.

First information show a strong recovery in the econonv in 1979. The harvest
has been good with the rice paddy crop being the largest since 1975. The stimulative
measures taken to revive the economy and in particular a more liberal exchange■
control system has had a good effect on industrial output while investments have

been stepped up within the framework of the 1970-1980 development plan. A growth

rate of 19 per cent at current prices has been forecast and one of 9 per cent at
constant prices.

2 n GDP by industrial origin

The structure of the GDP has changed very little since 1975 and in 1978 39.3 per

cent of GDP was from agriculture, 19.^ per cent from industry and the balance from
services.

The continuing importance of agriculture means that a fall in its GDP contribu
tion at constant prices as in 1978 will have the effect of pulling down the over-all
GDP growth rate. In 1979 because of .stagnation in the other two important sectors

the over-all growth rate fell. For current price measurement, growth rates were 1 per

cent for agriculture, 7»h per cent for industry and 5.9 per cent for services including
government and households.

The forecasts for 1979 suggest current price growth rates of 13.2 per cent,
for agriculture, 16.1 per cent for industry, and 25.2 per cent for services. The
high growth rate for services is a result of a strong advance in both public and
private sectors. .
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Madagascar: Table 1. GDP by industrial origin, 1 975-1979. (millions of Malagasy francs)

At current prices 1975 1976 1977 1978

Forecast

1979

Agriculture

Industry

Services

Import duties

Gross domestic production

Administration salaries

Household services

GDP

162 .U

70.6

101.0

169.2

76.2

107.2

185.7

86.2

112.0

187.6

92-6

llU.O

212. h

107.5

138.1

31+9.8

U2.U .

3.0

16.5

369.0

U8.9

3.2

20.

403.

52.

3.

.0

3

5

0

?0.0

H1U.2

59.6

3.0

U8U.

79.

3.

1

1

8

2

395.9 H21.1 567.1

Source: Repoblika Demokratika Malagasy : Ministere aupres de la Presidence

charge des finances et du Plan: Direction de l'Institut National de la Statistique

et de la Recherche Economique; Situation Economique au ler Janvier 1979.

3. Selected economic sectors

(a) Agriculture, forestry, fishing. This is a key sector in the country's

economy employing as it does 81+ per cent of the active population. Crop and live
stock production are "both important. Because of the bad weather, crop production
declined sharply in 1978 and lower production figures were recorded for practically

all crops. The rice paddy output fell by about 10 per cent. But in contrast

production of cassava remained constant at around 1,600,000 tonnes. Groundnut

production decreased 38 per cent. Most of the important commercial crops including

coffee, cloves and pepper showed falls in output.

Marketings reflect this lower production: sales of paddy rice fell to 225,000

tonnes in 1978 from 279,000 tonnes in 1977. Sales of other crops also fell but one

exception was cloves where the quantity sold was the same as in 1977.

The fall of agricultural production and above all of rice paddy, the basic staple

for most of the population, led to increased imports of cereals from 118,000 tonnes
in 1977 to lU8,6OO tonnes in 1978. In 1979 with more favourable weather conditions
production has increased. The first estimates for rice paddy show an output of

2,250,000 tonnes, 17.6 per cent more than in 1978, and a recovery is observed for

all other crops. On the basis of good rains in the growing season the 1980 crop
should also be good and the Ministry of Agriculture is forecasting rice paddy produc

tion of 2,327,000 tonnes.
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The size of animal herds fluctuates from year to year, but on the whole there
is a small annual increase. In 1978 cattle herds rose to total 6,800,000, there
were increases of 9.8 per cent in the number of pigs and 8.1 per cent for goats.
The sheep population fell again by 7.9 T>er cent following a reduction of 10.5 per cent
in 1977.' As for slaughterings,there was an increase for cattle and goats, but tor

pigs there was some reduction.

Despite the fact that Madagascar is an island, sea fishing plays only a limited

role in the economy. Catches of both sea and fresh-water fell in 1978.

Madagascar: Table 2. Agricultural production, 1975-197Q {thousands of tonnes)

Production 1975 1976 1977 1978 1979, a/

Ric. 1 972.0 2 01+2.0 2 200.0 1 913.5 2 250,0

Maise .- : 120.0 136.0 15H.0 llU.6 131.0

Potatoes ■ 121.Q 133,0 150.0 179.7 215.3
Cassava 1 309.0 1 370.0 1 59^.0 1 59M 1 726\8
Sugar cane 1 377.0 1 287.0 1 352.0 1 37U.1 1 *31.6
Groundnuts . . ^.0 5^.0 55.0 3^.0 k3.k
Coffee fc'.O 79.0 89.0 78.2 81.1
Cloves H.5 12'9 l^T 12.8 l8.0
Pepp" 3.0 U.9 5.8 2.5 .2.*

Marketed production .'

Rice.,- ■ ■■■■ 2U0.0 2^0.0 279.0 225.0
Coffee ■■"■■ 65.0 50.0 71.2 58.5
Sugar cane ' v" 1 07--0 1 073.0 1 "33.6 1 07U.H
Clov.es ■■■ . *.5 .. 10.6 11.8 12.0
Prepared Vanilla : . lwlt. ■ 0.9 O.u 0.2
Cotton . . ; 30.8 3U.7 37.0 33.0
SisaX : 22.0. .. l8.6 l8.8 15.9

Groundnuts .... . 21...8 .17.0 20-0 ^*Q

Source: Madagascar, Minister du Developpement Rural; Banque Centrale du Madagascar.

a/ Provisional estimates.

(b) Mining. Output of both chrome ore and graphite fell in 1978 continuing
the trSnd of recent years. Output figures were only 119,300 tonnes and 8,300 tonnes
respectively compared to l6*t,8OO tonnes and 15,700 tonnes in 1977-

(c) Manufacturing. There was an increase in over-all manufacturing production
in 197F and as shown in table 3 higher output was recorded for sugar, cigarettes,

paper, soap, matches and cement. The number of cattle slaughtered also increased
reflecting higher activity,ia the abbatoirs. Falls in output were recorded for beer .

and fabrics.
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Output of petroleum products fell substantially in 1978 mainly because of the

loss of markets in La Reunion which had previously been supplied from Madagascar.

Output was klk,6OQ cubic metres compared to 578,900 cubic metres in 1977.

Madagascar: Table 3. Industrial product ion » 197 5*1978.

1975 1976 1977 1976

Mining . -

Chromite (thousand tonnes)

Graphite.. (thousand... tonnes )._.

Manufacturing. „ _.. .__

Cattle slaughtered (thousand)

Sugar (thousand tonnes)

Beer (thousand hi)Vv .

Cigarettes (tonnes? ,

Fabrics /million metres)'
Paper (tonnes)

Soap (tonnes)

Matches (million boxes)
Cement (thousand tonnes)

Energy

Refined petroleum products (thousand m )

Electricity (million kWh)

Index of industrial production (1970 ■•100)

19U.I

17.8

* • *

llU.5
211.9

* * •

77.7

10 622.0

16 819.0

51.2

58.0

. ■ •

21*5.8

112.3

211.k

vr.k

80.1*

107.3

257.0

1 1*39.1
78.1

9 053.0

Ik U21.0

U8.U

69-9

61U.8

257.7

111.3

161+.8

15.7

81.6

109.lt

273.5

1 80l».0
79.5

11 U98.O

16 U2UtO

62.7
52-2

578.9
271.3

113.5

119.3

8.3

"90.1
115.0

25TVO
1 983,-0

78.2

12 636.0

16 585.0

68.9
66.0

UlU.6
282.3

115.0

S^ource: National data from Madagascar. ■''

(d) ■ Electricity. Production has been rising since 1975 with output in 1978
lU.8 per cent higher than ia 1975 equal to-an-average increase of U.7 per cent a year.

In 1978 itself the increase was U.I per cent with an output level of 282.3 million kWh.

Madagascar: Table h. Selected transport indicators, 1975-3-978

1975 1976 1977 1979

Petrol and diesel oil consumption (million litres) . 281.0 22l*.O - 260.9 276,0
Ports, freight handled (thousand tonnes) 2 779.0' 2 365.0 2 287.0 2 291.0
Railways - Freight (million tonne/ion) 215.0 210.0 220.0 219.0

- Passengers (million/km) 21+9.0 293.0 277.0 296.0

Road vehicles -- new registrations 3 756.0 3 309.0 h 126.0

Airport - international passengers (thousand) 66.7 76.1 9^.1 87.1

Source: As table 1.
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■r^s) Transport° The relevant indicators point to little growth in 1979; increases
were' recorded -iff the consumption'of petroleum products and the passengers carried by the

railvays but in other sectors there was little change or a fall in volume.

•*U - ■ Expenditure and the GDP

There was. a relative fall in private consumption expenditure in 1978 while both

public consumption and grcsr fixed capital formica grej faster than the total increase

in ODP. The proportions of GDP on consumption and investment in 1973 were 88.9 per
cent and lU,3 per cent respectively with the gap in resources bein£ covered by a net
inflow of floods and services,

Madagascar Table 5.r. . Expenditure, and the GDP, 1975-1T78 (millions of Malagasy francs)

At current prices 1975 1976 1977 1978

Private consumption

Public consumption

Gross fixed capital formation

Change in stocks

Exports less imports ox* ^oods ft services

GDP. .-at market prices

301.1 33U.1* 31*2.2

1*8

2

-16

h

.1*
,2

.2

66.6

52.1

1.8

-5.8

72.8

58.0

2.2

-6.0

81.6

66.1*

2.0

-15.*

1*76.8

Source: As table 1.

5- "V'External trade and balance of payments

The large rise in imports in 1973 without a compensating increase in exports led
to the trade deficit widening appreciably. At FMG 12.k billion this ^as the highest

deficit since i975 when it stood at .FMG 13,Ul billion. In 1976 and 1977 the deficits
were FMG 2,39 and FMG 2,58 respectively.

The small increase in export3 in 197^ was probably due to some fall in realiza
tions from coffee compensated for by higher earnings fWi the other products including
vanilla and cloves. The substantial increase in imports was largely the result of
higher purchases of cereals to make *ood the shortages caused by the poor harvest in
the island.

Based on the balance of payments data for the year 1975 to 1977 the deficit on
goods and services account will have, widened appreciably in I97B probably to a figure
of about FMG 26 billion. Part of this deficit was covered bv continuing receipts of
transfers (aid) by the Government, part by running down the foreign reserves and the
balance by short term credit arrangements,
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Madagascar: Table 6. External trade and balance of payments, 1975-1978 (billions of
ifalagasv francs) ■ "T"T~*

1975 1976 1977 1978

External trade

Exports

Imports

Balance

Balance of payments

Goods and services (net)

Private transfers (net)

Government transfers (net)
Capital

Reserves and related items)

Errors and ommissions )

6k.

-13.

-25.
-0.

11,
•7

1 *

7.

05

kl

72

86

36

50

71

66.oh

68.1*3

-2.39

-18.Uo
-0.2U

9.32

U.06

10.52)

-5.26)

82

85

-2

0

10

3

1

.63

.21

.53

.21

.98

.07

.93

.?3

'87,

99.

-12.

• • •

• • •

2

6

k

Source: IMF, ^

1978'trade figures from national sources in Madagascar

6. Development aid and external debt

vcl, XXXII, No, 10, October 1979.

In 1977, total aid amounted to $US 59.2 million. This was lower than in 1976 and
1975 and the largest proportion was given for agricultural urojects which took 30,2

per cent of the total. With the starting of the hydroelectric dam r>roject at Andekaleka,
aid for the energy sector .jumped to $UR lU million, but there were 1'■ lls in aid for
the transport sector and education. There are no firm data yet for 1978, but it seems

likely that the aid inflow has continued at previous levels.

The foreign debt at the end of 1977 was estimated by the World Bank at $US 203
million equal to Mi ^7.8 billion.

T" Government revenue and expenditure

Government revenue has increased rapidly in recent years, but not as auickiy
as expenditure so that the budget estimates show a growing deficit which is covered
by increasing borrowing. In 1978, estimated revenue grew by 2U.5 per cent, against
10,n per cent in 1977. Total expenditure was raised by 15.6 per cent after growing by
18,8 per cent in 1977, but this produced nevertheless an estimated deficit of FMG
23.3 billion. For 19799 the growth of revenue is estimated at 17.fi per cent,
but^expenditure growth is 31.h per cent mainly because of a considerable increase of
capital expenditure. The expected deficit is estimated at FMG 1+5,5 billion. In line
with the growth in current expenditure the number oSrscrvOTimont "employees hp,s gram.
from ^3,942 in 1975 to 89,504 in 1979, grodng >y 10,4 per cent a year. The

subsidisation of food prices and especially rice is now costing FI-IG 20 billion a year.
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Madagascar: Table 7. Gove^n^r^^ °f
francs)

Budget estimates
1975 1976 1977 1978 1979

Revenue

Expenditure - Current

- Capital

Total

Beficit

Financing:

Increase in net claims on Government

by banking system 6.6 7*6 5-8
Other a/ A.2 9*5

Source: Data from budget estimates of National Government, IMP, International

Financial Statistics, vol. XXXII, No, 10, October 1979 (for net claims on Government).

a/ Balancing item*
Ml/'

8. Money, and banking

The main feature of the monetary aggregates since 1975 has been the substantial rise

in net claims on the Government by the banking system. This form of credit has risen from

FMG.12.-57 billion at the end of 1975 to FMG 61,7 billion at April 1979* Claims on the
private sector have risen much less rapidly and over the same period there have been

fluctuations in the total of net foreign assets. Thus the major influence on the groT-rfch in

money supply has been government borrowing to cover the cash deficit between revenue and

expenditure.

In 1978 itself net claims on the Government rose by 81 per cent and credit to the

private sector by 5.3 per cent. There was a fall in net foreign assets in this.period

and over-all the rise in money and quasi-money was from FMG 116.43 billion to FMG 137.35

billion or by 18 per cent.

In the first four months of 1979 the same trends are apparent and money and

quasi-money rose by 5 per cent in this period mainly as a result of ail increase of 31

per cent or FMG 14»49 billion in government borrowing.
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Madagascar: TableJS. Monetary survey_,._ 1915-1579 (billicns of Malagasy francs)

- ....

Net foreign assets

Domestic credit

Net claims on Government

Claims on private sector

Money

Quasi-money . .

Other items (net)

Sources IMF,, International.

9«.. . Wages and prices

End

■ 1975

12.26-

12,57-

72.48

69.35

14.36

13*60

End

1976 -

•11.82--

20.23 •

76,20

79° 67

17r41

14.17

Financial Statistics, v

End

.. 3 977-

15.74

26007

91c 32

99-93

16.45
16.70

■ol. rrxil

End

■ 197.8.

. 14.44.

47.21

96.14

113.87

23.48

20.44

, No. 10,

April

'* 1979 '

10. 5^

61.70.

97.20

115.91

28.29

25.24

October.1579*

A 15 per cent rise in wages" was awarded in- May 1973» the rise in minimum. wages.being

around 12 per cent. For public sector employees, the Government revised the salary scales

so as to give some compensation to higher officials whose pay had not increased since 1972,

Consumer prices rose by 6*6 per cent in 1978, against 3»1 per cent only in 1977. The

major influence was from food prices which went up 7*3 per cent. In 1979* inflation has

increased substantially, the price increase "between the second quarters of 1978 and 1979

being more than 12 per cent.

10. Employment &n& unemployment

Total employment has not increased much since 1973 because of lower investment, and the

main growth area has been in government employment* Nevertheless, since most of the labour

force is agricultural there is no evidence of strains in the labour market. Unemployment is

a problem mainly felt in the capital city. As for the young men, the problem has been

alleviated by the introduction of a national service for all young people after secondary

schools. These people are also finding outlets in the vastly expanded administrative

structure in the provinces,,

11. Other social sectors

B.

There are no recent data to add to what uas published in last year's survey.

MAJOR PROBLEMS

The lower rice crop in I978 has had en indirect impact on inflation because it increasec

the size of the deficit in the Government budget as well as widening the external trade

deficit. There was a fall in the GDP at constant prices in 1978 but this has since been

recouped because good rains have led to a good harvest in 1979* However, the policy of

subsidizing the major food items is now costing FMG 20 billion a year pjid accounts for a high

proportion of the over-all budget deficito

Another factor having an adverse impact is the transport system used for talcing

supplies of food to the urban areas. This does not function efficiently and has led to

higher rice imports0



I'TIWTAL DEVELOP"3SMT POLICING

In 1976 the period of institutional change came to end and the Oovernment has
since concentrated on economic development. The present system of planning has several
objectives some long term covering the period to the year 2000, others more short-term.
The ,current three year plan 1973-1980 provides for a growth rate of 5..- w cent per
year m real terns, with most of the Rrowth-coming from the mining, energy, manufactur
ing, and construction sectors, but even agriculture is expected to Srov at U.3 per cent

1972^078 JfnarnpeVed ^ ^^ rate rer)resents a ma i or change relative to the period
1972-1978 when GDP grey by only 2 per cent ^er year on average. Agricultural production
^ ^tually declined m the last three vears so the high r,rioritv to this sector will

*lt easi^r to feed the population without continuing recourse to higher period
import s. x-

sz srsrr.s ssss

D._ PROSPECTS FOR 1979 AHD 1980

a llotZ^lsTTrt^rnPtGT f°lrth " 8XPeCted " 107Q heCaUSe of a combination
i^act o^a hi,? T 1 ^ f™ manufacturi«g industry and higher investments,
impact of a hiRh real ^roirth rate of 9 Per cent in 19T9 should also heln in 1980

ETtmen*.V1" P0"*1™6 at ^ h^h level. The over-all resultin IPSo'villfot
iodTTfCf^%Tndent °n thS h?rVeSt that is Ratherefl- " i" unfortunate

in wS" 1Clt flnancl"^ are ha"^ » i^Pact on reestablishing high inflation
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MALAWI

A. ECONOMIC AED SoCIaL DE"/iuLOPMMT, 1978-1979

1 . Introduction

It is estimated that GDP rose by 16.5 per cent in 1978 at current market

prices and 6.4 per cent in real terms which suggest an implicit GDP deflator of
9.5.per cent. These rates were below what was achieved in 1977 but nevertheless

the., growth rate at constant prices was in line with the average of the earlier
years of this decade.

Growth in agricultural output declined in 197^ so that the increase in

the contribution to the GDP of agriculture, forestry and fishing at 1973 faator
cost was 3.3 per cent, in 1977 it had been as. high as 7.5 per cent. Manufacturing'
grew by 8.4 per cent in 1978 while there was a particularly impressive rise of
29-5 per cent from the construction industry. Growth was recorded in all other
sectors of the GDP but was only 2.9 per cent in community, social and personal
services (which includes the government sector).

Investment rose.by 67.5 per cent in 1978 when measured at current prices

and the total including changes in stocks was 283.1 million Kwacha'equal to 3*.*

per cent of GDP at market prices. The very high rate of investment expenditure

resulted in imports rising substantially and as domestic savings covered 51 per

cent of the financing of investment, reoourse was necessary for external resources

to cover the "balance; foreign transfers both Government and private paid for 13

per oent of investment and the capital inflow for the balance of 36 per cent.

The external trade deficit in 1978 rose to K. 128.0 million which is more

than four times the level of 1977 and higher than the previous record deficit '
of K. 96.5 million of 1975* The balance of payments shows a deficit for goods and
services of K. 143.6 million in 1978 covered by net transfer receipts of K. 37.7

million and a long-term capital inflow of K. 81 million. Official reserves fell

by K. 16,5 million despite an inflow of other funds estimated at K. 10 million.

Figures for the first four months of 1979 show a further substantial rise

in imports but a small fall in export earnings so that the trade deficit has widened

from K. 35-° to K. 63-9 million. Tobacco auction sales from January to May 1979

are actually higher at K. 23.0 million compared to K. 19.9 million in the same

period of 1978 and the value of tea auctioned is also higher although tea production
was reduced in this period "by 6.7 per cent; manufacturing output in January to April

1979 is 12 per cent than in the same months of 1978, electricity sold by ESCOM
has risen by 15.9 per cent in the first five months of 1979 and cement sales from
January to May 1979 are higher by 59 per cent.

These indicators suggest that domestic expenditure has continued to rise

rapidly due partly to price rises (consumer prices were 6.6 per cent more) but

the substantial increase in the external trade deficit has led to a sharp decline

in the level of the country's net foreign assets from a figure of minus 11.33

million Kwacha at December 1978 to minus 50.15 million at June 1979. A policy

of credit restraint may be necessary to curb the decline in foreign exchange reserves,

2. GDP by industrial origin

Table 1 shows that there was a decline in the share of GDP arising from

agriculture, forestry and fishing between 1975 and 1978 and also in that contributed

by manufacturing industry and transport services. In contrast the proportion of
GDP from construction, wholesale and retail trade and other services increased.
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Malawi: Table 1. GDP by source, 197S to_1Q7Q (millions of Kwacha)

1975 1976 1977 1978 Precast

At 1973 factor^cosj:

Agriculture, forestry and fishing 186.8 201.2 216 1 po\ a 229 \
Manufacturing- • ' ^ 8 <s? 6 <U o A * % •>
Construction • fA " fA ^8.2 63. 69.3
Electricity eta. 6*0 64 \l 7'n A
Wholesale and-retail trade 51.4 55\Q an q A'l ^9
Transport and communications 24,4 ' 24 6 2S*9 ?(Cl 28*7

3erviCes ' ; 75.0 ■ 82i3 97.1 102.6 10816
Total.W at 1973 factor cost 418.3 442.9 4^3.7 3T4T9 545^"

Total^QDP.at.current factor cost 534-7 622.8 726.1 836.4 9,70.8

Total GDP at current market prices -567,6 -652.8 769.3 896.2 .1042,8

falaWi ^7«*?** = Economic Report 1979: Office of the President
lanning Division Ntil f

and M^Bl pf ^7? conomic Report 1979: Office of
Cabinet Planning Division,. .National sources for 1979-forecast.

However, despite these changes, agriculture's proportion of GDP was 4Y 3

whnlpfN ^ I91\ ^at °f ma™fac*"^ industry was 12.3 per cent and from
5 5 and TLlctlf l2'Vep rnt' Co«*™^n and transport contributed
ii\nti t T respectively and other services 19.9 per cent. Ohe economy •
is still one based mainly on agriculture and performance in this sector has a •
particular impact on growth and the level of economic activity.

3' Selected economic sectors

to that oXq^/vTV°+eiStry and,tiB^"- ■*"> 1977/78 growing season was similar
to that <>f 1976/77- Fertilizer sales by the Agricultural Development and Marketing
Corporation (ADMARC) during the 1977/78 season increased by 45 per cent and these

^T J8L8 rlri1^tll\ld thUS bating ^e growLg a«reaeas Ty thes"

ABMAHC handles smallholder marketed output and in addition there are tobacco and

and T° T7flle °ther t9a 1S S°ld direoQy to manufactarers outside Malawi
ana since 1973 sugar has become a major export crop. As. shown in table. 2 ABMAHC

r" tObaCO° 8XOUndnut8' ootton> ^°^ -ize and other produce which

?Very year Slnoe 1975-^nd the.total

1 8» , tT 9?8' 19'1 P6r CSnt Mgher than in 1977- Muoh °f *e rise in
fell onoe alin fLT'io^ ****? T±°e Purohases' ^ quantily of groundnutstell once again so that the 1978 purchases were only one-third of the total of 1976.

t^T °f t°baoo° at a«°tion were virtually the same in 1978 as in 1977 at

auctions in 1979 earned K. million from 13,465 tonnes in the three m°nths°
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Malawi: Table 2. Commercial agricultural production, 1975 to 1.978

1975 1976 1977 1978

ADMARC purchases

Tobacco (thousand short tonnes) - 13.5 16.0 25.5 26.2
Groundnuts ■. » . - 36.2 • 35-9 20.3 12I3
Maize ■ " 32.2 71.5 99.1 127.9
Seed cotton . » ■ 19.6 19.8 25.O 26.7
Paddy rice . » 16.2 27.0 26.3 34.0
Pulses " )
«,-, , < 1/11 £U»o y,[ f 1 O
Other produce " ) "*■•' 89 95 n 3

Value (K. million) 16.0 23.0 24.1 28.7

Tobacco auction sales

(thousand tonnes) .34-72 36.71 51.27 51.06
Tea production

(thousand tonnes) 26.24 28.31 31.63 31.69
Sugar exports (K. million) 12.29 23.20 14.93 11.36

Source: As table 1 and Malawi Monthly Statistical Bulletin, June 1979.

March to May; in the same period of 1978 sales'were 10,920 tonnes valued at
K. 19.9 million. Thus the average price was slightly lower in 1979 at K. 1.71
per kg. compared to K. 1.82 per kg.

Tea production in 1978 showed no increase after recording rises in both

1976 and 1977. The total of 31,690 tonnes was virtually the same as the 31,630
tonnes of 1977- Tea prices were high at the Limbe auction sales in 1977 at

K. L.48 per kg-. "hut had fallen to K. 0.81 per kg. -in I978 and further to K. O.78
per kg. in the first five months of 1979. Production from January to May 1979
was down to 20,503 tonnes from 21,973 tonnes in the same period of 1978.

The total cattle hodings rose to 770,000 head in 1978 and 75,000 were

slaughtered; similarly out of 210,000 pigs, 25,000 were slaughtered and from 1

million sheep and goats the number slaughtered is estimated at 50,000. Poultry

holdings are extensive and imports of meat in 1978 consisted of small quantities only

of beef, mutton and lamb, in all about 55 tonnes which was less than the 70 tonnes

of pork .exported. Malawi is now self-sufficient in meat supplies and the throughput
of milk at three main dairies was 715,000 gallons in 1978.

The fish industry supplies a substantial proportion of the population's

protein intake. Landings were 67,494 tonnes in 1978, less than the 74,900 tonnes

recorded in 1976 and virtually all were domestically consumed. The fish-catch

was worth K. 8.1 million in 1978, the highest value so far recorded.
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Forestry industry sales rose in 1978 to K. 2.8 million compared with.K. 2*3

million in 1977. Afforestation is continuing- with 5,574 hectares planted in

1977/78 so that the total rose to 68,184 hectares of. Fhich 46,740 hectares were.,
designated at"'softwood pulpwood and 14,950 hectares as softwood timber.

(bj Manufacturing. The index of manufacturing output rose by 10.9 per cent
in 1978 .continuing'the strong advance recorded in 1977 when the increase was 11.?
per cent. In 1978 major advances were seen in footwear, clothing and footwear
production (+24 per cent) and in food, beverages and tobacco (+17.4 per cent).

In 1978, 46 applications were received for industrial licences' and 22 new ■
industrial licences were granted. The new investment represented was K. 15.3

million whereas the 1977 total of K. 82.3 million had included the Dwangwa sugar

project, to cost K. .80 million.. Some 2,723 new jobs would be created by the- 1978

investments. A major new proj.ect was the K. 9.6 million proposed for two tobacco
processiuJt

Electricity. Electricity sales rose to 274-5 million kWh in 1978, an
increase of 3.5 per cent over 1977 but below the rates of increase recorded in
1975, 1976 and 1977-

Work on stage 1 of the Nkula B scheme proceeded satisfactorily in 1978 and by
the end of the year half the civil work had been completed. Erection of the electrical

and mechanical .plant started in 1979. This Kkula 'Bf power station has. been-

designed to accomodate. 5 x- 20 MW units and it was decided in 1978 to extent the'
plant erection to include the third generating unit.

(d.) Construction. This sector recorded a major advance in 1978 because of
the -tremendous- increase in building and construction work. Cement sales in 1977 had

risen to 93,093 tonnes and there was an increase of 20 per cent in such sales to
11,549 tonnes in 1978. - ■ ....

The value of construction output was K. 58.2 million in 1977 and rose to '
K. 60.1 million in the first hine months of 1978.

In the. first five months of 1979 cement sales were 59 per cent higher than in
the same period of 1978.

(e)' Transport services:1 The traffic figures given in table 3 show for 1978
some increase in passengers carried on the railways and a 13.6 per cent rise in

passengers handled at the two main airports. There was also a further increase in

road vehicles licenced but for freight there was a slight fall in net ton mi]es
of the railways while freight handled at Chileka Airport was also reduced.

The major areas of investment in 1978 were roads on which K. 14.98 million

was spent while K. 12.6 million was spent on the Lilongwe-^Schinji rail project and
K. 1.8 million on the Salima-Lilongwe rail line. A further K. 18.1 million was
spent on civil works at Lilongwe New International Airport.

,-(f)' Tourism. Data are scarce but they show that the number of visitor.departures
was 47,154 in 1978 compared with 43,509 in 1977, 50,1^7 in 1976 and 57,702 in 1975.
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Malawi: Table 3, Selected transport indicators, 1975 to 1978

1975 - 1976 1977 1978
£ . , , , , ,.„ , .

Bail transport .

Passengers.(thousand) 1 211.2 953.7 964.2 ■ 1 015.0
Freight (million net ton. miles) 168.6 143,9 137-7- -135-0
Boad transport .

Vehicles licenced (thousand) 9.46 ■ 10.64 15-52 18.00 a/
Air transport ■

Passengers handled at two

airports (thousand) 313-7 202.2 . 215-5 244.8
Freight at Chileka airport (tonnes) 3,98 11-45 14.56 13.38

Source: As table 2.

a/ Rough estimate only,

4. ■" Expenditure and the GDP . .

In 1978 there was a very large rise in fixed capital formation and as stocks

also increased, total investment,reached a level equal to 31-6 per cent of GDP.

Malawi: Table 4. Expenditure and the GDP, 1975 to 1978 (millions of Kwacha)

1975 1976 1977 1978

At current prices

Private consumpt_on -444.3 516.0 550.4 633.2

Public consumption 68.9 73.9 83.5 119*4

Gross fixed capital formation 145.6 135.0 158.4 265.9

Change in stocks +5,2 a/ -35-2 a/ +10.6 . +17.2
Exports less imports of goods

and services -96,0 ■ -36-9 -33 - 6 —139-5

GDP at market prices . 567=6 652.8 769-3 896.2

Source: As table 1 for 1977 and 1978. Official data from Malawi for.1975

and 1976c '

a/ Balancing item. ■ ' . '

In 1977 this proportion had been 22.0 per cent. Because the increase "in investment

expenditure in 1978 was financed by'a greater inflow of foreign resources, there

was no reduction in the proportion of GDP on consumption and in fact, because of a

substantial increase in public consumption, total consumption rose from 82.4 per

cent of GDP in 1977 to 84,0 per cent in 1978 resulting in a fall in the rate of

domestic saving from 17-6 to 16 per cent.



External trade and "balance of payments

The very large deficit for external trade in 1978 has already been commented
on the r±s7±n imports from K 2O9.3 million in 1977- to K. 285.2 million in 1978
was related to some extent to the much larger investment programme and in fact imports
o? Plant, machinery and equipment rose by K. 16.5 million while imports of
construction materials increased by K. 17.6 million However the other main
reason for the record trade deficit of K. 128.0 million was the fall of 12.7 per
cent from K. 180.3 million to K. 157.4 million in total exports.

Export earnings from tea, sugar, groundnuts fell markedly in 1978 because of
lower prices in the case of tea and sugar but because of lower volume for •
g^undTts. Import prices rose by 10.8 per cent in 1978 and the terms of trade
deteriorated by 16.1 per cent.

Malawi:" ^ble 5.. External trade and balance of payments 1975 to 1979 (millions of
kwacha;

1975 1976 1977 1978

Jan-May

1979

External' trade

Exports

Imports..

Balance

Balance of payments

Goods and services (net)
Private transfers (net)
Government transfers (net)

Capital

Reserves and related items

Errors and omissions -

122.12

218.66

151.62

188.47

180.33

209-79

157.14

285.18

54.12

136.92

-96.54 -36.85 -28.46 -128.04 -82.80

-80.5

■ 4.3

7.3

76.4
16.1

-23.6

-7O.-4--

■ 4.9
-26.8

55-1
■ 32.9

-49.3

-56.6

5.0

18.0

77.6

-44.6

0.6

-143.6

5.0

32.7
81.0

■ 16.5
8.4

Source: IMF, International Financial Statistics; vol. XXXII No. 10,

October 1978. ...

There has been a substantial inflow of capital into Malawi since 1975 and.in -
1977 and 1978 the capital net inflows were K. 77.6 million and K. 8 .0 million - .
respectively. Thiscapital inflow has been supplemented by net inflows of both
Ste III government %ran3fe_^ and the total flow of resources in 1977 was .
sufficient, despite a net deficit for goods and services of K 56. &-mil-l-io^ -to ■ _
allow the country's internal reserves to be raised by K. 44-6 million.. In 197« the
deficit for goods and services was so large at K 143.6 million that despite increases

in both capital and transfer net receipts the international reserves were reduced

by K. 16.5 million.

The first-five months trade figures for 1979 suggest that it will be a
particularly difficult year from the point of view of external payments. If there
is a wider trade deficit as.seems likely Malawi's international reserves seem

destined to fall substantially.



6. Development aid and external debt

Some information on net transfers (grants) received by the Government has
been given in the balance of payment statistics in table 5- Despite annual

fluctuations such net transfer receipts have been rising quite markedly and in

1978 were K. 32.7 million.

Despite these increases, public sector external debt has grown rapidly over

the last few years and in 1978 the total outstanding was K. 262.8 million compared

with K. 177.2 million in 1976. Total debt servicing has increased, public debt charges

were K. 21.1 million in the 1978/79 financial year but K. 30.5 in the estimates

for 1979/80.

7. Government revenue and expenditure

■ Information given in table 6 shows that it has been possible to keep recurrent

expenditure below recurrent revenue in all the years 1975/76 to 1978/79' so that :
the surplus on current account could be used towards development expenditure.

Malawi:. Table 6. Government revenue and expenditure, 1975/76 to 1979/80

(millions of Kwacha)

EstimatfcK

'1975/76 1976/77 1-977/78 1978/79 1979/80

Recurrent revenue (gross)

Recurrent.expenditure (gross)

Balance

External loans

Grants and reimbursements

Other local revenue

Development expenditure

Other financing required

Total local resource

requirement

Financed by:

Increase in locally registered

s to ck

Increase in Treasury Bills

Cash balances

84.70

84.42

+5.28

36.65

11.00

0.27

70.01

2.47

94.31

93.64

+0.67

28.22

9.37

1.51

■55.91
-2.77

115.65
108.28

+7-37

,47.25

15.98

0.72

.76.57
. -7.62

145.73

141.46

+4.26.

59.45
44.84
4.28

130.48

* * *

155.25
149-40

+5.85

80.20

43.15
5.21

151.40

• * *

19.28 13.36 -2.32

13

1

3

.40.

♦ 97

.91

. 4

9

.00

—

.36

16.

-18.

00

31 a/.

1 6.

•

00

c •

16.00

"Source: As table 1.

a/ Increase in balances.

Recurrent expenditure increased by 30*6 per cent in 1978/79 or faster than the-
26 per cent rise in recurrent revenue so the surplus was reduced from K. 7.37

million to K* 4«26 million. In 1978/79 development expenditure rose particularly
rapidly and the total was K, 130.48 million compared with K. 76.57 million in

1977/78. internal loans of K. 59-45 million together with grants and reimbursements

of K. 44.84 million were largely responsible for financing the development expenditure

but it was also necessary to float locally registered stock of K. 16 million.



For "1979/80 the budget estimates show only a small rise in current expenditure
of 5-6 Pe*" cent hut a more substantial increase in development expenditure of 16

per cent* Total expenditure is set at K. 30^.8 mill?.on an^ its.Ifinancing.-Lrequires '

external loans of K( 80.2 million, grants and reimbursements of K. 43,2 million

locally registered stock of K. 16 million as well as recurrent revenue of K. 155.25
million, . ..■--'■■■

8, Moriey, and hanking ■

The ^a.jor influences on money supply in 1978 were the large fall in net.. ■

foreign assets and the substantial increases in domestic credit to the Government

and particularly to the private sector. Net foreign assets had "been positive at

K. IO.33 million at December 1977 hut fell to a negative K, 11,33 at December 1978-

This effective decline of K, 21.. 6 million meant that much of the increase in credit

to the private sector of 44 per cent or K. 37-5 million was compensated for; the

rise "'in net.claims on the Government in this period was K. 13-7 million or

39.3 per cent, , ■

Money plus quasi-money increased by only 4.8 per cent in 1978, there was...; •

temporary large rise in other items (net) in the monetary aggregates so that the

increases in domestic- credit mentioned above had little direct influence on'money ■
supply within Malawi.

In the first half of 1979 there were further substantial rises in credit to

the Government and to the-, private sector and a very large fall in net foreign assets
Money and quasi-money increased by 15.5 per cent in this period.

Malawi; Table 7. Monetary survey, 1975 to 1979 (millions of Kwacha)

End

1975

End

1976

Net- foreign assets

Domestic credit

Net claims on Government

Claims on official entities

Claims on private sector

Money ■ ' ■

Quasi-raoney

Other items (net)

21.65 -24.24

34.40

32.78

56.09
73.62

48.73
22.52

45.53
42,41

76.55
72.80

48.24
19^20

End

1977

End

1978

10,33 -M.33

34-87
50.83

34^95
100.06

60,93
19.92

48.59
50//0

!22.38

93.84

74-77

41.74

June

1979

-50.15

. 48.42

52.87

159.27
112.08

82,74
25-65

Source: IMF, International Financial Statistids. vol , XXXII No, -10, October 1979

9. Wages and prices

In 1978 average monthly earnings rose by 17,5 per cent over 1977 and reached
K^ 34.52. In agriculture the average was as low as K, 14.18 but in finance insurance
and business services it was K. 132.61. Consumer prices rose by 8-5 per cent in
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lt?8 5°p«eoLtaLaiQ7f™iT- in+^ eTin6" in tMS Period' ^e rate of Elationat o.) per cent m 1978 was twice the level recorded in both 1976 and 1977.

10- Employment and unemployment

Ote level of paid employment continued to increase in 1978 and the total
numbers employed rose from 308,876 to 336,O98 or by 8.8 per cent. The largest
increase was m employment in the construction industry where there were 31.61V
employees m 1978 compared with 23,250 in 1977.

_ A manpower survey was being conducted in 1979 designed to up-date the
information collected in 1971 and forecast the demands of the Malawian economy for
skilled and trained manpower for 1985 and 1990.

' While Malawi has a large agricultural base and rural area activities account
III ™°™ tQ ^"^if-^Pied Persons, there are probably substantial numbers
who would seek work in the modern non-agricultural sectors of the economy if the
opportunities were available. ^

11. Other social sectors

<£> Education. Enrolment in primary schools increased by 1.6 per cent to
675,740 pupils m 1977/78, at the same time the number of primary school teachers
rose by 3-5 per cent to 11,115. The pupil/teacher ratio is still high at 61.

Enrolment in secondary education rose from 14,826 and 15,140 in 1977/78
Seven schools are being expanded so the enrolment will increase further. Ther
were 1,153 students at university or virtually che same number as in 1976/77.

Technical education is still very small, there were only 913 pupils in 1978
while there were .1,433 persons at primary teacher training colleges.

There is a programme for building model primary schools in each district to
serve as models for the construction of self-help school blocks by local communities.

_ (b) Health. Despite considerable progress in the provision of health services
major problems still remain. The demand for health care is constantly increasing
while problems of finance have their own impact on the size of the health budget:
Present priorities are to establish a network of health units, the replacement
and renovation of antiquated hospitals, the provision of health facilities in the
mam agricultural development areas and the training of medical personnel. Progress
is continuing in all these priority areas. By 1978/79 work on the Mwanze Hospital
had been completed and had started on two other hospitals. The re-development of
a further five I50 b-ed hospitals is envisaged during the next three years.

(c.) Housing, ae Malawi Housing Corporation "developed 1,4C0 plots under its
site and service scheme in 1978 and built a number of permanent houses. The
corporation's housing stock is now 9,297 houses.

However, there is yearly increasing demand for housing in most urban areas
arising from the fast growth of these areas. The current total demand for permanent
housing units was 25,212 at the end of 1978 while- there were also 14,628 applicants
for site and service plots.

B. MAJOR PRJBLEMS

As reported, in last year's survey there are shortages of educated and skilled
local manpower especially in certain key discipline such as accountants , engineers,
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extension workers and doctors. The demand for housing and health services indicates

the continued shortages in these areas. Wage employment is growing rapidly but the

total of 336,098 in 1978 is still very low in relation to a population of 5.5
million.

While Malawi has traditionally run a trade deficit which has been covered by

increasing capital and aid flows, the size of the deficit in 1978 and indicated for

1979 has led to a sharp reduction in the country's international reserves. Some of
the current problems facing the economy are due to adverse developments in

neighbouring countries and cannot easily be overcome in isolation from the

resolution of these unsatisfactory circumstances,

' C. INTERNAL DEVELOPMENT POLICIES

In .line with its policy of raising the living standards of the people and in

particular those in the rural areas, development particularly in the field of

agriculture is being speeded up as can be illustrated by the doubling of the rate

of Government investment expenditure between 1977/78 and 1979/80. A fast growth

rate of the economy is essential to create many more employment opportunities and
generate the higher incomes desired.

Agricultural productivity is being raised by promoting improved agricultural

technology, providing farm input packages and improving the market structure.

The current three year rolling public sector investment programme for the

years to 1981/82 covers a total expenditure of K. 771 million of which 16.9 per cent
is for agriculture, forestry and fishing, 16.2 per cent for finance, commerce and

industry but mainly the latter and 31.5 per cent is for transportation projects.

Education, health and housing is allocated K. 79-5 million or 1n,3 per cent of the
total.

The high proportion for transport projects is to some extent connected with

creating new transport links to help the countryTs external trade and the trade of

its neighbours, Road, civil avaiation and railway projects are included. For the

rail extension, the Lilongwe/Mchinje link is at an advanced stage. A major project
under finance, commerce and industry is the infrastructure required for the
Viphya Pulpwood Project,

Of the total three-year programme, as much as 89.6 per cent or K. 691 is to

be sought frum external sources.

D. PBOSPECTS FOR 1979 AND 1980

^ The continuous increase in development expenditure is creating a base for

rapid economic expansion. However, the high level of activity is causing imports

to increase much more rapidly than exports. In fact in 1979 exports Iook aa if

* they may again be reduced while imports are rising rapidly*

Provided there are no problems over funding, higher investment expenditure

in both 1979 and 1980 should help the continuation of the economic growth recorded

sinoe 1970. But weather conditions in that part of Africa in the 1978/79 season

were not good so this could have an adverse impact. Also commodity prices were

not attractive for Malawi's main exports in 1979 while import prices especially
petroleum have again increased.

On balance the growth rate in 1979 will probably "be below the average recorded

in recent years. For 1980 there could be some improvement but generally unfavourable

world economic conditions will reduce the growth that might otherwise have been possible.




