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BENIN

A. ECONOMIC AND SOCIAL DEVELOPMENT, 1978-1579

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 temms 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. B

The resource gap increased further in 1978 as gross domestic expenditure continued
to rigse 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 1975, ‘ -

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
cutput of cash crops, output in agriculture and related activities rose by about 6.6 per
cent in 1978. Value 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 share -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
that vyear.

Penin: 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 3B 983 50 050 56 500 60 228
Manufacturing and crafts 9 567 9 880 10 100 12 880
Electricity and water 763 790 826 888
Building and construction 4 606 4 810 4 920 5 560
Cormerce 26 081 29 560 33 500 37 400
Transport and communication ' 7 932 3 820 9 500, 11 360
Services : 15 244 15 101 17 410 19 70C
Total GDP at factor cost 103 176 119 011 132 756 148 016
Indirett taxes less subsidies 9 604 - 14 503 15 724 .13 600
Total GDP at market prices 112 780 133 514 . 148 480 . .16l 616

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

a/ Provisional.
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3. Selected economic sectors

(a) 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 338,000 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 increascd 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
fertilizors 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. Therc 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‘t0 1978/79-(tdnnes§'

©1978/76 1976/77 1977/78 1978/79
Food crops
Millet. and sorchum 66 900 75 840 -+ 8l 000 89 Q00
Rice {paddy) 13 000 18 600 15 000 - 16 000
Majze 216 500 .. ..181 700 - 242 000 285 000
Cassava 461 400 623-600 624 500 715 000
Yams 444 800 . 590 000 552 000 ) 684 000
Export crops y
Palm kernels 83 000 83 500 84 000
Cotton ’ 22 400 - 21 800 16 100 20 000
Groundnuts 34 600 61 .100 66 500 65 200
Coffee i 600 550 500 600
Cocoa 1 700 -1 065 1 090 .

Twbacco : 1 200 326 400 . 700

Source: National data from Benin.,



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
water 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 irreqular
deliveries, . '

(b} Manufacturing. Vegetable 0il 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
mt processing factory, mechanical workshops, furniture making, and printing.

The .decline in the output in palm products in recent vears has seriously affected
the level of activity in the processing mills. Total production of palm oil by the two
processing public enterpriscs was 10,527 tonnes in 1977/78 down from 13,467 tonnes in
1976/77. - Palm kernel oil production also declined to 5,337 tonnes in 1977/78 f£rom
22,190 tonnes in 1976/77. ' '

Textile production is carried out by the Societé Beninoise de Textile (SOBETEX}
and the Industries Beninoise de Textiles (IBETEX). In 1977/78 SOBETEX increased its
level of ocutput 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 IRETEX's level
of production in 1977/78 are not available.

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

() ’Electricitz. Benin imports most of its supply of electric power from the
volta River Authority's Akosombo Dam in Ghana. 1In 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 clectricity consumed was for industrial purposes.

(d) Transport services. As shown in table 3 total goods loaded at the port of
Cotonou declined for the third year in 1973. The steady decline in gcods loaded at the
port in recent years has been due to the fall in the output of palm products. The
wlume 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
have maintained their rapid rate of increase in 1978 reflecting the continuing importance
of Cotonou as a transit point for goods destined for Nigeriu 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
buoyant economic conditions.




Benin: Table 3. Selected transport indicators, 1975 to 1978

1975 1976 1977 1978
Port of Cotcnocu
Freight loaded (thousand tonnes) 108.1 128.2 73.4 49,7
Freight unloaded (thousand tonnes) - 647.2 784.,4 978.7 1.006.0
Rallwaxs )
Frelght (milllon tonne/km) : 127.3 124.0 137.8 155.1
Passengers {(million passenger/km) 96.7 119.1 120.¢6 128.5
Cotonéu Aixport
Passengers handled (thousand) ' 77.6 92,7 98,2 100.0 a/
Freight (tonnes) 3 254.0 3 413.0 3 645.0 4 200,0 a/

Source: BCEAC; Indicateurs Econcmiques, No. 227, April 1975 Statisticues
Economlques et Monetaires, No. 271, april 1979.

g/ Estimates based on 9 months figures.
Railway freight and passenger traffic grew strongly in 1978 with the fastems growth
taking place in freight. The latter increased by 16 per cent to 155 million tonne-km

while passenger traffic reached 128.5 million passengex-km compared with 120.6 millfon -
in 1977 and 119 1 million in 1976.

Both passenger and freight traffic through Cotconou 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 grecter 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 1277. There is a large volume of unrecorded trade, particularly exports, which
sometimes exceeds the recorded trade.

Oil palm produ:ts and cotton are the leading export items. 1In 1977 they accounted for
31 per cent of total recorded evports 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 reluced 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 reversal of the declining trend in cotton
output took place.



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/ . 6.79 5.54 7.64
Imports - 42. 08 52,21 60,25
Balance ~ -35,29 -46.67 ~52.71
Balance of payments
Goods and services (net) -25.80 -23.99 ene
Private transfers (net) 3.90 -4.66 aee
Government transfers (net) 10,52 6.74 .o
Capital (net) 2.21 5.88 .ea
Reserves and related items 4.3% -1.29 .en

Er:ors'and omissions 4.78 8.03 e

Sources: Official data for external trade as quoted in BCERO Statistiques,
Economiques et Monetaires, No. 271, April 1979 and IMF: International Financial
Statistics, vol. XXXII, No. 9, September 1979, (figures relating to balance of payments
converted from United States dollars).

a/ Provisional.

..“E/"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 fcod, 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.
However, 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
foreignassets fell by CFAF 6.08 billion.



6. Development aid and external debt

Sharp increases have been realized in Benin's total foreign assistance reflecting
both ‘the rise in capital grants and increased borrowing by the Government, the state
enterprises and the national development bank.

The total external public debt rose from CFALF 28,091 million at the end of 1977
to CFAF 36,500 million at the end of 1578 or by about 30 per cent. The debt service
payments reached CFAF 1,600 million in 1978 which compared with the level of cfficially
recorded trade means that they represent a high proportion of such export earnings.

7. Governpent revenue and expenditure

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

There are indications that some successful attempts to control expenditure have
been made in recent years but budgetary deficits have been realized annually since 1976,
Since the 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 budget deficits in the past few years. The figure of net deposits by the Government
in 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 2/ 1977 E/ 1978 E/
Recurrent revenue 13 737 16 080 12 250 23 200
Recurrent expenditursz 14 479 16 080 19 250 23 200

Balance -742 e - ' ...

Scurce: BCEAO, Statistiqueerconomiques et Monetaires, No. 263, July 1978, and
No. 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 decrcase 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 reducticn 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 Mzrch 1979 show a very shorxp recovery in net foreign assets to
CFAF 8 billion accomzanied by a substantial rise in Government net deposits in the
banking system. Private seccor credit has risen and over-all money and guasi-money
rose by 12.1 per cent compared with December 1978 and 29.3 per cent over March 1978,

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

End End End End March .
1975 1976 1977 11978 1979
Net foreign assets 5.32 6.59 6.27 0.19 ° 8.00
Domestic credit
Net claims on Governient ~2.94 -2.30 -6.22 -4.92 -13.20
Claimz on priwvate szctor 32.60 32.10 37.60 45.10 52.50
Money 26,88 27,33 29.22 31.01 35,23
Quasi-mone:, 4.99 5.00 - 5.60 8.00 8,50
Other items (net) 2,42 4.80 .1.93 0.46 3.57

Source: IMF, Intcrnational Financial Statistics, vol. X¥XII, No. 10, 1979,

‘9. Hages and prices

The minimun wag: zates for both industrial and agricultural workers have riot been
raised since 1974 whe:- wagyes werc.increased by 14 per cent to CFAF 45, Civil servants
have received no gencral salary increase since 1961 and their income has been declining
relative to the private and semi-public sectors. -

Tne rea" .irzm:= of fermecs and other self-employed persons in commerce appears
to have been .nureasiug veficoiing “he lucrative unreccrded trade in agricultural and
other preducis with Wigeria. 7%he rurai-urban gap seems thus to have narrowed in the .
present decade. :

There is no u,-2c-dazte consumer price index. There is a system of price control
and subsicies for neny e-gent.al inported and locally manufactured goods. Available
information on prices indicate that puices for domestic foodstuff rose sharply in the

“peiooohalf of 1977 due to fonds*mfEf shortages following the 1976 dxought. These prices
have declined since atrter the good food crop harvest of 1977/78. ' :

_ The estimated irmiicit ¢ defiator 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
end 11 per cent ‘n 1975, C Co
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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 19277 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. 1In 1977, the total primary school enrolment was 307,000 and the
sccondary school enrolment was 50,000. There is a ten-year education plan which aims
at universal primary education and satisfaction of national requirements for qualified
Eanpower,

{b} .Health. There are some 2,593 hospital beds and 263 clinics and dispensaries
serving rural area. 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 sc as to strengthen its role in the
economy, ensure self-sufficiency in food, and eliminate progressively the importance of
foodstuffs is perhaps the most difficult challenge facing the country. The Government'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
irregular 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
recent years to promote the agricultural sector. Thus the Caisse Autonome de Credit
Agricole (CNCA) now extends credit to state enterprises and the Regional Action Centers
for Rural Development are major executing agencies in agriculture. An agricultural price
stabilization fund (Fonds Autonome de Stabilization), has also been set up to protect
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 group individual
farmers into econcmically viable small groupings through the "Groupements villageois".
The groups which have essentially been service co~-operatives are evolving into productive
co-operatives.

In agriculture as in other sectors,considerable delays are being experienced in
starting and completing development projects. At a conference convened in October 1578
to review the first year of execution of the three year plan, 1977/78-1979/80, it was
reported that the start of several vital projects had had to be postponed partly because
of delays in procuring external finance and partly because of administrative shortcomings
and the lack of project planning expertise. Inspite of this in 1979 expenditure on
ongoing proiects was continuing at a high level and considerable econcmic expansion was
expected to take place during the year.



BOTSWANA

A, ECONOMIC AND SOCIAL DEVELOPMENT, 1078-1979

1.. Introduction . -

.. The GDP.figures given below show that 1977/78 (July to June) wes a year of little

- Or no econoric growth.  The value of output from agriculture full at current prices
because of the oytbreak of foot and mouth disease and its impact on the livestock
industry. This also had an effect on value added by the meat factorv 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.gtermied from advances in sll other econonic
sectors, Measured at current factor cost, GDP rose by only 7.9 mer cent in 1977-T78
which, when allowance is made for. inflation, means a fall at constant nrices.

“In 1978 the value of exnorts rose by 23 per cent despite a large fall in earnings
from meat and meat products. There was a rise of -28 ‘per-cent in exports of copper~
nitkel Tiatte and one of 6L ver cent to 79.3 million Puls in exnorts of dismonds,
Imports increased rmuch rore ranidly than exports so the trade deficit widened to
P, 11b.b4 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
pavments, : )

Y]
1

For 1978/79 GDP at current nrié@s will have risen substantially from rining and
simificantly in nmanufdcturing due to the recovery in cattle slaughterings at the
Botswana Meat Commissicn, The transport sector benefited from ruch higher rail traffic
and construction activity was probably at a substantially higher level, The wholew
sale and retail trade and services sectors will also have grovm in line with the rise
in irmports and increased government exnenditure, However, crop production fell to its
lovest Tevel for many years and this_had its own irvact on the agricultural sector,

On balance a rise of abbut 20 per cent at current vrices is indicated for 1978/79 and
one” of 6 to 8 pér dent at constent prices.

The Prospects for the year 1979/80 are for a. further rise in the outpmit of the
mining sector, a recovery to some extent in crov production but probably a more
diffiéilt yeéar in the livestock sector. Construction is likelv to see a further

advance as will vholesale and retail trade and services. In this vear the increase
in GDP at current niices, could be around 18 per cent while at constant prices 1t may

be about 4 per cent,

2. GDP by industrial origin

... The latest official estimates are for 1977/7% and for this year GDP at current
prices is provisionally estirated at P. 291.5 million, a rise of 7.9 ver cent over
the level of 1976/77 and 57.6 per cent more than in 197k/75. The moor agricultural
season .in 1977/78 caused falls in the contribution to GDP by both the agriculture and
manufacturing sectors which offset to sore 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.

%



- 10 -

Inflation measured by the cost of living (consumer prices index} was 13.7 per
cent in the vear to Mareh 1977 and 10.0 per cent between March 1977 and Mareh 1978
which would suggest little real growth in GDP in both years 1976/TT and 1977/78.

In 1977/78 itself 20.0 per cent of PP was contributed by apriculture, 14,0 per
cent by mining and 21,4 per cent by wholesale and retail trade. The services séctor
including Government services contributed 30.4 per cent, The increases in the relative
sheres of GDP from mining, wholesale and retail trade and services have been particularly
marked since 1974/75, In thet year agriculture's share of GDP was 30.1 rer cent an@ . _
that of mining only 7.5 per cent. S -

"Eotéwana: Table 1. GDP by source, 197:%/75 to 1977/78 (millions of Pule)

Provigionsal

1974 /75 1975/76 1976/77 1977/78
At current market prices
Agriculture C 61,2 64,2 72,5 66,8
Mining and quarrving 15.2 33,9 hi, b 49,5
Manufacturing 15.5 20,9 25,3 21,9
Electricity and water 6.9u 11,1 9,2 10,5
Censtruetion 20.1 18,8 15,3 18,3
Wholesale and retail trade: 34.3 k2,5 55,2 T1,3
Transport and corrunications 5.5 Te6 1,5 T3
Other~services s L 6 64,3 T7T.0 102,90
GDPat market prices 203.3°  263,3 2974 333,
Less indirect taxes (net) 18.3 22.6 28,3 hi,T
GIP st factor cost 185.0 . 240,17 270,11 291,5

Source: Revublic of Botswana, Statiétical Bulletin, Vol. 4, No. 3, September 1979,
(Government Frinter, Gaborone), - B

3. Selected economic sectors

(a) Agriculture, forestry, fishing. Virtually all activities in this sector are
froa crop production snd the rearing of livestock, the latter being by far the most
important. Livestock production suffered in 1978 in particular from as outbreak of
foot and mouth disease in certain parts of the country which vrevented the noverment. of
stock from those areas to the sbattoir at Lobatse in the South, The nurber of eattle
slaughtered by the Potswana Meat Cormission was 211,987 in 1976, 196,850 in 1977 and
only 149,345 in 1978, In the first nine months of 1979 there was a marked recovery with
212,567 cattle slaughtered although this figure will be near the total for the year as
a vhole, o :
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Crop vroduction in 1973/79 was very ruch reduced from levels from levels recorded
in 1975/76 to 1977/72. This was because rainfall in 1978/70 was renerally much lower
than the long-term seasonal norr in 2ll parts of the country.

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

1975/76  1976/77  1O9TT/78  197%/79

Maize (thousands of tonnes) 62.6 35.k 26,7 a/ 2.3 a/
Sorghum (thousands of tonnes) 55.6 33.1 3.2 a/ h.3 af
Millet (thousands of tonnes) vee b1 ves 0.9 af
1975 1976 1977 1973 1979
Cattlé,siauqhtered by BMC (thousands) 188 212 127 1h9 213 b/

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

a/ Provisional.

b/ Tirst nine mouths.

(b) Mining. The index of mineral nroduction shows a rise from 104 in 1977
(21976 = 100) to 123 in 1978 and 143 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 outwout probably inereased by 50 per cent from
2,792,000 to 4,150,000 carats., As revorted in previous survevs in this series, diamonds
are mined at Orapa and Lethakane, coal at Moropule and conmer/nickel at Pikwe.

Sotswana: Table 3. Outvut of major minerals 1975 to 1979

1975 1976 1977 1978 1979 af

Coal (thoudands of tonnes) T1.2 22).1 29k ,0 31k.5  359,0
Diamonds (thousands of carats) 2 b1k 2 361 2 601 2 796 L 150
Copver/nickel matte

Copper content (tonnes) € 50h 12 k73 11 783 - 1Lk 61k .1k 150
Nickle content {(tonnes) 6 Lht 12 581 12 099 . 16 1090 . 16 000
Index of mining production | '

1976 =100 . : 70 100 1k 123 143 b/

Source: As table 1.

a/ Estimates based on nine ronths vroduction.

b/ First nine months only.
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A new diamond mine at Jwaneng is expected to be in production in 1982, Phage TII
of the Selebi/Pikwe Pr ject is also being develoned to increase outmut of covver and
nickel, : ' '

The estimated value of production of outrut of these major minerals was P 52,4

in 1975, P 93.7 million in 1977 and P 132.5 million in 1978 . In 1972 because of
higher output and increased prices the estimated value of production could be as high
ag P 221 million or riore than four tines the level of 1975, : C e

: (g) Manufacturing, The immortance of the BMC abattoir at Lobatise is reflected
in ‘the figures of value added for GDP given earlier in table 1. Bacause there was a
substantial fall in the number of cattle slaughtered in 1977/78 the value added by
manufacturing industry at current market nrices feil by 13.4 per cent to P 21 «9 milliong
the fall at constant vrices would have been even greater. For 1978/79 cattle salughter-
ings at BMC in the year to March were 187,600 head compared to 171,900 slaughtered in
the previous year. This must mean some recovery in the eontribution of manufacturing
industry to GDP in 1978/70, During the second half of 1978 the Cannerv and the Tannery -
built at the BMC factory site came into rroduction.,

- (&) Electricity: Output has risen rapidly this decade in line with the power

requirements of the new mining ventures. Since 1975 egrowth has been substantial and
totel electricity generated was 267,7 million kWh in 1975 but L08.2 million in 1978,
In 1979 output was running at an annual rate of about Y60 million kWh in the first nine
months of the year. The major source of outrut in 1979 was the Shashe division of the
Botswana Power Corporation based on thermal vroduction from the cosl mined at Moropule,
This division will have produced about 70 per cent of Botswana's electricity in 1979,

- _ Estimated
Electricity generated 1975 - 1976 1977 1978 1979
(million kwh) 269.7 =~ 332.2 347.8 ho8.2 460.0
Index 100.0

123.5 129.0 151,k 170.6._

(e) Construction. Measurement by the value added for GDP at constant prices
shows there was a fall in the years from 1974/75 to 1976/77 but some recovery in 1977/78,
Figures for building plans passed in Gahorone, Francistown and Sebibi-Phikwe suggest that
construction activity expanded further in 1978/79 and this summosition is confirmed by
the substantial rise in development fund exvenditure from P bk b million in 1977/78 to
P 79.0 million in 1978/79.

(g) Transport services, After vears of relative stagnation, there was a large
rise in traffic handled by the railwvays in 1979. This was to some extent a result of
& switch in Zambia traffic to the southern railway routes to the coast. TIn the first




8 gt S N

Botswana: Table k. Selected transport indicators, 1975 to 1979

1975 - 1976 1977 1978 1979
Railways . - Jan.-June
Freight (million tonne/km) ' 1001 119 1 056 1 0h3 727
Passengers (thousand) _ ) 560 5h5 W58 . by 253 -
Roads -
Cormercial vehicles (thousand) 6.69 7.80 11.71 e/ 10.72 a/  .4s
Airports
Pgssengers handled (thousands) .es 153.k 208.2 178.2 281,5

.

Source: As tzble 1.

g/- Light deliverv vehicles diid lorries.

However, there was no similar increase in the total number of massengers handled
at the countrv s airports which had fallen by 14 per cent in 1978 and bv a further
1h per cent in the first half of 1979.

Registration of commercisl motor vehicles fell in 1978 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 vear.

Exnendlture on various 1mportant road projects continued at a high level in
1978/79 end 1979/80. The more important projects measured by budgeted expenditure
were the Gaborone-Molevolole Road, the Botswana-Zambis Road, the Mahalanye-Serule Road
the Serule-Francistown Road and the Kanye-Lohates Road., Substantial funds were also
allocated in both vears for rural roads., : ‘

(g) Tourism. The number of departing visitors excluding those travelling by
train rose from 150,400 in 1976 to 179,500 in 1977. They spent a total of P 6.49
million and P 7.72 million respectively. In 1978 including visitors leaving by train
the total was 179,500 and their expenditure was P 8.84 million. - Making allowance for
some 13,500 departures by train in 1978 it seems clear that visits to Botswsna declined
in 1978, However, figures of departing visitors for the first five months of 1979
show a market advance on the same period in 1978.

k., Expenditure and the aDP

The latest data include those for the year 1977/78: Letween 197L/75 and 1977/78
expenditure on gross fixed capital formation rose by 91.5 ner cent, that on private
consumption by 78.8 mer cent and on public consumption by 11L.0 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 ‘gan between GDP and total
expenditure. The details are given in table 5. The net inflow of resources represented
by. the surplus.of imports over exvorts was P 55.8 miliion in 1974 /75 and P 95.3 million
in 1977/78. These fifures are equal to 27.k% per cent and 28,8 per cent resvectively

of the GDP, Coe I

Botswana: Table 5. Expenditure and the GDP, 1974/75 to 1977/78 (Millions of Pula) -

1974/75 1975/7T6 1976/77 1977/78

(At current prices)

Private consumption . 123.9 154,5 191.5 221,5

Publiv’ consumption ) ' 39.2 50.6 71.9 83,9
Gross . fixed capital formation S 756,80 7 79,1 7.8 108,8
Change in stocks L4 ,8 35,1 20.1 - 14,3
Exports less imports of goods and services -55.8 -57.3 ~-63.9 -95,3
GDP at market prices 203.3 a/ 263.3 a/ 2974 333.2

Source: As table 1.
&/ There are statistical discrepsncies of -5.6-million and 1.2 million respectively.

When allowing for changes in stocks, total investment expenditure was equsl to ..
50 per cent of GDP in 1974/75, L3.4 per cent in 1975/76, 32.9 ver cent in 1976/77 end .
36.9 per cent in 1977/78. These are all very high figures but were only financed to
a very limited extent from domestic savings, a much larger proportion was funded
externally. In 1977/78 while investment represented 36.9 per cent of GDP, domestic
savings were cqual to only 8.3 per cent, In 197k/75 domestic savings had been 19.7 per
cent of GDP, o ' '

5. External. trade and balance of payments

Thz growth in the value of exports since 1975 has been due to the rise in ship-
ments of diamonds and copper-nickel mette both in terms of volume and value. Diamonds | .-
in 1978 were valued at P 79.3 million and copper-nickel mette at P 52,6 million,

Exports of meat and meat products grew substantially in 1976 but fell in both years

1977 and 1978. In the first half of 1979 there was a sharv advance in exports of these
meat products and at the same time the value of diamonds exvorts was running at a level
more than twice that of 1978; copper~nickel matte also earned more. It seems likely
that exports for 1979 will be in the region of P 350 million or 80 per cent more than

in 1978, SR '

As for imports, these have also risen rapidly being valued c.i.f and inecluding
duty at P 307 million in 1978 compared with P 159 million in 1975. In 1979 total
imports will probably exceed P 400 million, The breekdown of immorts for 1978 shows
that P 56 million was for food, drink and tobacco, P 27,1 million for fuels, P L7.2
million for machinerv and P 38 m3llion for transport equipment. A further P 30 million
was spent on textiles, clothing and footwear.



RBotswana: Tabls 6. External trade and balance of payments 1975 to 1079

(millions of Pula) .

g e e e e e o T8 e AT

'M°E¥f6f§'éﬁd‘ommissions

_ ‘ Jan.-June
. 1975 1976 1977 1978 1979
External trade
Exports _ 105,0 153.2 156.7 192.7 18k,9
Imports a/ 150.3 181.h 230.6 307.1 197.3
Balance -54.3 -28.2 -82.9 -11k.k -12.h
_ﬁg}gnce of pavments
. ! Goods and services (net) =50.1 ~57.6 - -103.3 -27.4
l.Private transfers (net) e h.8 5.2 5.3 3.1
Government transfers (net) Cee 45,70 0 T2 S 62,2 . hh
Capital ' “es 2L.8 2.3 €9.4 31.9
Reserves and related items ces -16.4 -1k L -32.5 -57.7
'R . —Bug —Q|6 “l.l 6.0

T e

Source: - as table 1.
af in&ludés'&uty.'

R,

to 197% and the country's foreign reserves
large deficits on goods and services account hav

‘Phe balance of payments hag récorded anm over-all surplus- in each of.the years. 1975
have been substantiallvy aucmented. The
e been covered by Government tramsfer

receipts and en inflow of capital. For 1979 there was a reduction in the deficit for & .

goods and services in the first half of the year an

and capital continued at a
substantially.

d as the net inflow of both transfers

high level, foreign reserves rose once agein, this time very

6. Develorment aid and external debt

Net transfer receints of the Government as shown in t
statistics have been running at a high level since 1975.
P 61.7 million and in the first half of 1979 at P 39.5 million,
there has been an outflowv of canital on pgovernment sccount so the level o
public external debt has been reduced.
capital has raised the level of investmen

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

he balance of vpayments

In 1972 they were valued at
Over this same period

£ ihe'couﬁﬁry's

However, the substantial inflow of private
t income payments abroad and in 1978 these

" Public debtfservicing which was P 4,42 million in 1975/7F was budgeted at P 10.9k

million in 1979/80. This latter figure includes P

4 million for a debt.sgfvicing fund.,
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T. Government revenue andtexnenditure

Recurrent revenue doubled between 1975/76 and 1979/80 but recurrent expenditure
grew. at_a_ faster rate, However, the projected surplus on recurrent account in 1979/80
is set at P.I2 million compared with F730 million in 1675/76. - Develonment . expenditure
has risen at about the same rate as recurrent expenditure and the total for 1979/80 is
P 91.8.million, more than two and s half times the figures of P 35.k million for 1975/76,

The hizh rates of growth in expenditure both recurrent and canital have meant
that the over-all financing requirement has risen rapidlv. A total of P 49,8 million
was reaquired for 1979/80 and as in earlier years -the bulk of this will probably have
been. gbtained externally, mainly from foreiem srants.

Botswana:  Table 7. Government revenue and expenditure, 1975/76 to 1979/80
(millions of Pula) D : R .

1975/76 1976/TT  19T7/T8%  1978/79 a/ 1979/80 b/

———

Recurrent revenue 7 ) ‘?9.5 CT1.6 100.9 137.4 166,6
Recurrent expenditure ' Lg.5 - 68,0 75.8 - 101.6 12,6
Reéurrent surplus : - 30.0.... . 3.6. 25.1 . 35.8 ’h2.0
Development expenditure 35.4 37.6 Lk % 79.0 - 91,8

Over-all financing requirement c/ 5.4 34,0 19.3 43,2 k9.8

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 (Govermnment Printer, Gaborone)., . ' ' '

a/ Provisional.
b/ Budget estimates.

g/ Appears to have been financed largely from external resources.

Tn 1979/20 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 49.8 million respectively (this latter fipure includes excise duties) while income
tax produced.P 36,0 million. S - R

The major recurrent expenditure headings in 1979/80 are education with P 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 124.6 million was for
public debt servicing and includes P 4 million to' the debt servicing fund. The larger
expenditure headings in the develomment budpet are for works and communications,
P 25.2 million, local government and lands P 16,1 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 1979/60 stevs were being taken to expand the sccpe of income tax; budget
proposals includé making all royalities and management fees pavable 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 asccepted 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
1978 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 ver cent in 1977 and by 4,7 per cent in 1978; there was a further increase
of 22.9 per cent in the first eight months of 1979, Including quasi-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. lonetary survey, 1975 to 1979 (Millions of Pula)

End End End Fnd August

1975 1976 1977 1978 1979

Net foreign sssets cee 64,69 83.15 124,63 203,07
Doriestie credit . - - : '

Net claims on Government _ e ... =h0,19 -39.8: = -57.06 ~70.46

Claims ‘on private sector 52,63 87.67 72.27 T4.53 70.92
Money e 43.52 58.21 60,94 74.90
Quasi-money 25.81 42,65 50,37 60.01 106,47
Other items (net) cee 6.00 7.00 2l.16 22,17

Source: . .IMF, -Imternational Financial Statistics, Vol. XXXIT No. 12, December 1979.

) During most of 1978 and 1979 the level of liquidity in the banking system was very
" high and because of difficulty in emploving new funds in 1978, the cormercial banks
restricted_theirnacceptance of additional fixed deposits from the mublie. However,
measures were taken to reduce the excess liguidity inecluding a lowering of eémmercial
bank interest rates in August 1978.

9. Wages and prices

Consumer prices rose by 12.7 per cent in 1976, 12 per cent in 1977 and a further
?.T per cent in 1978. as very considerable food and other consumer good supplies are
1mporte§,it is not possible to isolste the Botswana economy from the inflation generated
beyond its borders. In October 1979 consumer prices were ik.6 per cent higher than a
year earlier indicating some intensification of inflation.
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Vages and salaries were P 14,0 million in 1977/78 compared with P 89,2 million
in 1974/75. In this three vear meriod the numbers in formel sector employment rose
from 51,600 to 62,700 so average nominal earninss have risen by ahout 33 mer cent which
is probably much the same as the increase in consumer prices. .

10. ZEmployment and unemployment

Vhile employment in Botswana es measured by increases in formal sector employment,
hes risen substantially, there has been a reduction in the nurbers .of citizens enployed
on the mines in the Republic of South Africa so the benefits of increased domestie
emplovment have been offset to some extent in total household incomes.

There were an estimated 57,325 persons in formal sector ermlovment in Botswana
in 1975 and this figure had risen to a rough estimate of £0,200 in 1978, This increase
of about 12,000 comnares with a fall of 4,000 in the number of Botswana emnloyed on
South Africen mines. At the end of 1978 there were 20,000 Botswana working on the mines
in South Africa.

The population of the country in egtimated at 805,000 on 4 de jure -basis in 1978
so the number of these in wage emnloyment at about 90,000 is equal to 1l ver cent of
the total, The majority of the economically-active population is still engaged in
self-employment mainlv in the rural areas..

11. Other social sectors

(a) Bducation. The growth in enrolments at all levels is continuing at a
relatively rapid rate as shown by the commarison below: ER

“nrolement 1a7e 1976 1977 1978
Primary 116 203 125 588 137 290 145 459
Secondary _ . 12 008 © 13 087 15 ho# 16 086
Vocational . : 1 699 1 722 1 75k 2 202
Teacher training . 430 _ 562 &h6 669
University : : "~ hnhs 533 h22 T62
Total - 131 Okk 142 302 155 80A 165 198

Thus in 1978 just over 20 ner cent of the total pooulation was et school or
university and education expenditure ot P 21,05 million accounted for 21.5 ner cent
of Government recurrent exvenditure,

(b) Health. Total expenditure on health servigas and their development kas been
estimated at P 21.27 million in 1978/79. This total inecludes what is srent on health
by the Ministry of Health, other government ministries, local authorities, missions
and industrv. There were other health related exvenditures incurred on the mines in
Botswana. . '
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Data on health facilities and personnel onlv relate to 1977 but the over-all
coverage is relativelv pood messured@ agains® zeneral standards existing in develoning
Africa., As rernorted in earlier survevs it is +the long-term aim to nrovide o corprehen~
sive health service tc peonle throughout the country althcurh mractical implementation
of this poliev in areass of scattersd nonulation nresents particular nrohlems,

The expansion of the Walional Health Institute was scheduled “or completion in
1979/60 thus nroviding en increased outnut of trained nurses narticularlv for rural
clinics =2nd health centres. Rural health centres are beins uncraded.

(c) Housinz, This is still a probien area in the main urban centres but there
is substantial activity designed to increase the sunply of housing and to help cater
for the demands of the lower-income groups. Substantial sums have teen allocsted in
the 1279/80 development budget for urban develomment. A Governnent Guaranteed Hosuing
Loan Scheme is being introduced to assist peonle to build or nurchase their own homes,

B. MAJOR PROBLT™MS

These have been mentioned in past survesvs, The constant threat of drousht mskes
agricultural crop.production an extremelv 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 perscnnel for hizh level administrative and nrofessional nosts
and those for middle-vevel technical and managerial posts.,

A varticular vroblem in 1973 and 1979 was a1 excess liquidity in the banking
system due to an unsatisfactory demend 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 develomment is already
high in relation to total GDP.

Ce INTERNAL DEVELOPMENT POLICIES

The economy has grown substantially so far this decade and the diversification
of production away from its previous almost corrlete dependence on agriculture has
greatlv strengthened the economic base. The move into more service-sector=hased
enterprises has also helned., There has been a nerticular expansion in the primary
school enrolment and the total sums snent on health services are high but there is still
& need in education to accelerate the rate of development of nost-primary education in
view of the nresent shortages of higher-level and middle~level manmower 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.¥.J. Magire, in the budget address presented on 26 February 1979 the
main themes of this plan will be emplovment ereation and rural development with a
high vriority being given to the develorment of arable agriculture, However, at the
same time diversification of the econory and emnloyment crestion reauires that a high
priority be given to vromoting industrial and cormercial activity. It i1s the intention,
while continuing to expand the nhysical and social infrastructure, to increase the
share of government resources sllocated to Airectly-productive activities in agriculture, -
commerce and industry,.
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In order to bridge the skilled manpower rap the Government will continue to
employ expatriates Tt a greater share of skilled manpower is to be encourared to
enter non-government employment .

The effort to he made to create :mmlovment in arable sgriculture will help sbsorb
new entrants to the labour market especially those who have onlv received a basic
primary education.

Expenditure on preparation for the takeover of the Botswanz line of Rhodesia
Raiiways were covered in the 1979/80 develonment budget as was the next vphase of the
foot and mouth disease vaccine factory.

D. PROSPECTS FOR 1979 AND 1980

+ The year 1979 has been one of substantial progress despite the extremely poor
agricultural season of 1978/79. Cattle slaushterings and meat exports have risen
markedly, dismond output and sales are at very much enhanced levels and a better
market for copper-nickel matte exports have all led to exmoris rising by about 80 per
cent. . Development exrenditure in the 1.979/80 government budeet 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 nrices could be in the region of § to 8 per ceat on a calendar year basis.

For 1980 export earnings could again increase althourh 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 croo mroduction 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.



BURUNDI

As ECONOMIC AND SOCIAL DEVELOPMENTS, 1978/1979

Le Introduction

Hith its relatively high population den51ty of 143 1nhab1t1nts Per Sqe km., Burundi
has an econony almost exclusively agricultural, with virtually a single export; ' coffee.
The fluctuations of the price of coffee have thus 2 ksy role in the economy =nd determine
exports, government expenditures and the lovel of investments. In 1976/1977, the
considérable rise of coffee prices enabled Burundi to accumulate lerge 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 recched in 1977, ~nd the subsequent fall of exports led to large trade and
payments deficits. Unfavourable climatic conditions were not conducive to significant
grotrth 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 reilusy line
became difficult and = shortzge of petroleum developed during the first half of the year
hampering industrial production and slowing down worlk on investments projects. Consumer
prices in Bujumbura rose by 23./4 per cent in 1978 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 whlch is indeed a remarksble achievement.

. ,In,1979, 2 serious situation was created by the almost complete closure of the Kigoma~
Dar es Salasm railwsy during the military operstions in Uganda, Indusiries and construction
sites were paralysed by 2 shortage of petroleum and cement. To rcmedy the situation the .
Government introduced rationing of petroleum, but this was dropped in August when the ‘
‘situation had returned to normal. International help was sougnt to accelernte the trans—
port of goods sccumulated at Dar es Salaam and on air operatlon was organized 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 11ill depend on when sales ore actually made. Burundi traditionally exports its
coffee in the second half of the year but the prices may have been decided earlier. In
the first half of 1979 prices were somewhat less than in 1978 but in the second half they
were higher. The development expenditure has been cut from 67 billion FBU to 45 billlon
to toke account of the new situation despite an inerease of 30 per cent in {the cost of_some
ongoing projects. It seems likely that the growth of the economy in 1979 will be lower
than in 1978,

2e GDP by indugirial activity

The main growth in the Burundi economy since 1975 has been outside agriculture so that
the share of this sector in GDP hrs fallen although it wes still comtributing 62.4 per
cent of the total in 1973. Industry has grown fastest probably because of more construction
activity and this sector's shore of GDP was 13.8 per cent in 1978 while for services it
wag 2348 per cent.

In- 1978, agriculture grew by sbout 3 per cen} ai constant prices, a rate probably equal
to the population increasc. Hanufacturing 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 wae 8.9 per cent.
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origin, 1975 fo 1978 (millions of

Burundi francs)

1970 prices 1975 1976 - 1977 1978

Agrioul ture 14 224.5 14 770.3 14921.8 15 336,6
Industry 2 136.7 2 447.4 3'012.5 341103
Services -4 598.2 4 848.5 5 367.0 5 843.5
GDP at factor cost 20959, 4 22 066.2 23 3013 24 591.4
Indirect taxes net 1 227.3 T 930,1 2 961.3 307,85
CGDP at market prices 22 186.7 23 §96.3 26 262.6 27 662.9
GDP at ourrent market prices 32 671.7 39 327.1 48 139,4 55 314.3

Source:

3. Selected economic sectors

'(Q)' Agricul ture, forestry and fishing.

Ninistere du Plan, Burundi.

was marked by the early cessation of the

They do not include figur
the published information is S0 obviously
suggested output of 1,299,000 tonnes of bananas and 959

inaccurate.

The climate in the 1977~f978 season
main rains and crops of beans suffered byt

es for bananas, roots and tubers béeause
Zarlier figures for 1976 had
y Q00 tonnes of roo

Burundi: Teble 2. Agricultural production, 1975 to 1978

1978

: 1975 1976 1977
T'ood arops , . '
Cereals Ethousand tonnes ) 655.9 573.3 631.7 662.8
Beans and peas (thousand %onnes) 485,2 539,5 599.7. 540.7
0il seeds (thoumand tonnes) " 23.9 21.2 20.9 25.1
Commercial crops - . .
Coffee ( tonnes) 16 925 21. 428 17 031 23 026
Cotton (tonnes) 3 818 3 010 5 161 6 148
Tea ( tonnes) 787 1 227 1 470 1 454
Ixport earnings (million

Burundi francs) 2 334.8 5 738.1 828.8 5709,0

Animal herds (thousand) : :
Cattle ‘ 800 795 799 §19
Sheep . 311 S 304 269 282
Goata - _ 683 570 564 608
Pigs o 46 ' 27 29 32
Fish catch { tonnes) 15 416 20 231 495 cor

Source: National data from Burundi,

te and tubers,
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There is a programme to increase food productinn through the introduction of
modern techniques and the use of better inputs. Because of the nature of the
terrain, and the high population density, soil erosion 1is already a major problem
which is worsening as trees are cut for firewocod, and slopes put under cultivation,
A great effort is being made to "introduse 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 Imbo development project is
located along the Ruzizi valley and the Tanganyika lake and here irrigation is being
developed. Some 7O projects and programmes are being implemented in the agricul tural
sector while extension officers are being ralned the objective being to have one
such agent for each 250 families,

Coffee proQuction which dropped in 1977 to levels comparable to the low poiﬁt
observed in 1975, increased substantially by 6,000 tonnes in 1978. But the lower
price, meant lower export earnings which fell by FBu 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 T975f?6i"Ther8‘was a slight drop in production of tea dut
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 wag too much rain in May which could have an impaet 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 7, show a 3,7} tonne increase in pr-duction over the same period
in 1974, This means a substantial increase in producers' incomes and growth in
export earnings.

(b) Mining, Production is small consisting of small quantities, of bastnaesite,
cassiterite, ferberite and colombo-tantalite. There are prospects of developing
nickel mining and above all in the exploitatinn of the large peat deposits., A nickel
deposit has been identified at Musongati. Ior 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.

(g) 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 Mugere river with a projected capacity
of 6 MW and the other in Gitega on the river Ruvyironza with 1.5 MW, These were
scheduled for completion in 1978, but are late.

Vil 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 obtalnlng in
the first quarter of 1978.

(4) Manufacturing. The industrial sector is small and a large part of it is
in traditional beer produciion using bananas and sorghum. In 1978, growth in the
sector as measured by nrational accounts estimates was 9.5 per cent. Some new
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factories like the match factory and the &gricultural 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.
Threse include a flour mill, a hides and skins factory, a cement factory, & textile
complex {cotebu), and a 01garette factory. The completion of certain projects has
suffered considerable delays and cost overtuns in 1979 because of a lack of cement,
shortdges of fuels and sometimes inabildity to bring in equipment follow1ng the
temporary closure of %he railway from Dar es Salaam. :

Tha country appears to offer possibilities for handlcraft produc tion but a
limiting factor is a lack of entrepreneurs able to seize the opportunities which
exist.

Burundi: .Table 3.  Inergy consumption and beer production, 1975 to T9?8

. r

1975 1976 1977 - 1978

Electririty consumbtion (thousand _
kih) 26 116 27 182 30 5714 34 287
Consumptlon og 0il products
*'( thousand ") 35 386 37 390 34 644 38 383
Beer production (thousand hl) 398,02 280.8 525.0  505.5

Source: National data from Burundi.

(g) Construction. The emphasis on develrpment 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 to produce cement, both of the
Pertland 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
nf LakaTansanylka in Zaire.

(i) Transport., Most of the foreign trade of the country passes through
Tanzania, using the Bujumbura-Kigoma-Dar es Salaam route., Lfforts are being made
to develop the Mombasa route through Rwanda, Uganda arnd 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 1978, because of almost complete stoppage of service by the railway
in Tanzania due to the fighting in Uganda., A4ir transport has continued to grow,
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 Dar es Salaam.

In transport the basic problems remain a lack of sapacity at Dar es Salaam
port, inadequacy of the railway to Kigoma which is »1d and which lacks wagons
and locomotives., These problems were accentuated in 1979, when the railway was
used to supply Tenzanian 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-
brought-itito sérvice 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-set Up 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 been asphalted. Fresently 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 930 km b, 1989.

Burundi: Table 4. Transport indicators, 1975 to 1978

1975 1976 1977 1978

Port 'of Bujumbura e

Freight in (tonnes) 103 382 . . 100 923 . 125 567 132 945
Freight out (tonnes) 31 196 28 078 21 808 33 177
Total (tonnes) 134 578 129 001 147 375 166 122
_gippbft.bf Bujumbura

Passengers {number) ' 27 521 30 198 35 194 40 184
~Freight (tonnes 1 073,6 1 241.6 1 791.5 2 990.1
Roads '
Motor vehicles in use (r>nber) v 7 320 7 877 8 687

: 'Source: National data from Burundi.

4. Expenditure and the GDP

.. ~Domestic 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 invesiments. Private consumption which grew by 20.9 per
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:) Table 5. Expenditure and the GDP, 1975 to 1978 {(millions of Burundi
francs

At current prices ﬁ975 A 1976 1977 1978

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 3 069,0 3 515.0 5 517.4 7 709,1 .
~Change in stocks - =556.0 - . - = - T -

Domestic expenditure 36 227.7 40 447.9° 47 989.5 59 992,8

Exports less imports of ‘ .
goods and services - =3 B56.0 -1 120.8 - 149.9 -4 678.5

GDP 'at currént market . :
priges 32 671.7 39 327.1 48 139.4 55 314.3

Source: Burundi Ministry of Planning,

5... . . Jxternal trade and balance of payments

. .With the fall of coffee prices exports fell sharply in 1978 while imports
increased because of higher demand coming from rising investments. apd consumption,
Imports increased by 32.4 per cent, while the value of exports was down by 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 tie composition of
exports whicn 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 empough to offset the goods and services deficit. There was

Zurundi: Table 6. Ixternal trade and balance of payuents, 1975 to 1975
(millions of Burundi francs) ST b

1375 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 1395 -2 813
Balance of payments -
Goods and services (net) ~739 ~597 1 501 -3 994
Private transfers (net) 234 366 484 532
Government tranasfers (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 Republigue du Burundi: Bulletin Trimestriel;
No. 68, Mars 1979
: IMF, International Financial Statistics: Vol. XXXII No. 10 October 1979.
é/ Balancing item.
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consequently a drop in reserves of FBu 1.7 biliion against an increase of FBu 3.5
billidion in 1977. However net foreign assets were still at the high level of
FBu 6.28 billion at the end of 1978.

€. Development aid and the external debt

‘ The inflow of transfers {aid) to Burundi rose from F3u 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 miliion. a ‘

Development aid data are not yet available for 1978. TFor 1977, figures show
a total eqﬁal to FBu 2.68 billion which is a substantial sum in relation to. GDP .
ang: much more important in relation to the balance of rayments. Fxpenditure of
. this aid was mainly concentrated in agricul ture (31 per cent), and education
(32,5 per.cent).

Te 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 taks
eéffect but particularly because of rising imports leading to higher customs duty -
colleections, T

Burundi{"Iable J/+ Government revenue and expenditure, 1975 to 1978
{millions of Burundi francs) ~

1975 1976 1977 1978
Current revenue 3 054.0 4 624.3 5 /48,0 7 360.8
Current expenditurs 2 967.1 4 023,11 4 847.6 h 053.1
Surplus 86.9 601.2 800. 4 1 307.7
Capital receipts 3/ 170,86 482.3 1 568.3 2 401.8
Capital expenditure b/ 300.7 816.8 { 866.7 3 706.9
Overall balance g/ -43.2 266.7 502.0 2.6

Source: Bangue de la Republique du Burundi: Bulletin Trimestriel,.
No. 68 Mars 1979. : - o :

E/ Includes small amounts outside extraordinary budget,
b/ Excludes sums allocated for public debt sinking fund.

o/ ILxcludes certain small loans.

Current expendiiture rose by 24.9 per cent, -and the current éurplus inoréased
to FBu 1,308 million compared with FBu 800 miliion in 1977.

For other expenditure the total rose by 98.6 per cent to FBu 3,707 million
in 1978. 'Tis 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
Thus total projected

extraordinary expenditure is reduced by 5.2 per cent. .
‘a smaller increase than in 1978

expenditure is 24,3 per cent more than in 1978,

but nevertheless a substantial growth rate lead

economy. as a whole,

8. Money and banking

ing to increased activity in the

The expansion of money supply which had been very high in the two years
to 1377 because of increasing foreign assets slowed down in 1978,
ineluding quasi-money increased by 13.2 rer cent in 1978 against 60.8 per cent in
1977: The increase was related to the rise in domestic credit from FBu 2,159 million
at December 1977, to FBu 6,087 millions at the end of 1978, which was partly offset

by a fall in net foreign assets from FBu
was also a marked rise in other liabiliti

million to FBu 3,050 million.

In the first seven months of 1979 net foreign assets fell further

7,760 million to &,283 million. -
es {other items in table 8) from FBu 1, 685

Money supply

There

to FBu 4,116

million while net claims on the Covernment doubled to FBu 2,522 million and other.

domestic credit alsoc rose sharply from FBu 4,
The consequent rise in the money supply inclu

851 million to FBu 7,397 million,
ding quasi-money was 11.2 per cent.

Burundi: Table &, Monetéry survey, 1975 to 19?9.(miliibns of Burundi francs)

Bnd

End End End - July
1975 3976 1977 1978 1979
Net foreign. assets : 2 135 3 827 7 760 6 283 4 116
Domestic credit - a T ‘
Net claims on Qovernment - 1 219 1 111 148 1 236 2 522
Claims on official entities 53 16 124 359 632
Claims on.private sector 997 1 518 i 887 4 492 6 765
NMoney : '3 274 4 957 7 838 8 823 9 643
Quasi-money T 128 165 396 496 619 :
Other items (net) 1 001 1 350 1 685 . 3 050 3773 -

g. Wages and prices

Consumer prices measured in Bujumbura inc
with a rise of only 6.8 per cent in 1977,
of the year with prices increasing by 12.5

After the major adjustments made in

Source: IMF, International Tinancial Statistics; Vol. XXXII Ho, 10, October 1979,

reased 23.4 per cent in 1978 comparsd

The increase was mainly felt at the end

per cent in fourih quarter.

public‘séctor wdges in 1977, no new

measures were taken in 1978. In 1979, however, an increase in housing allowances

was granted to public servantis.

10. Employment and unemnployment

Most people in Burundi are self-enm

ployed in agriculture and do not depend on

wages for their livelihood. 'The main problem in the rural areas in underemployment
which at the level of the family is exacerbated by a higher pressure of population
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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 1978 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 sscial sectors:

(a) Lducation. The number of pupils and students increased in 1978, but
the enrolment ratio is still very low compared to other African counitries and has
not progressed appreciably in the last ten years. For a population estimated at
3.9 million in 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. 1In 1968, the
enrolment ratio was 21 per cent and in 1965, 19.5 per cent. The picture mast
however be corrected to take account of the "Yagamukana'" schools run by the Catholie
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 ‘
childcen 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.

(E) Health. Mortality and morbidity rates are high because of environmental
problems, Thereis a lack of clean piped water, refuse and sewage disposal systems
are virtuall, .on—existent in the rural areas. Most illness is caused by infecitious
diseases which could be reduced substantially using ninimum 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. MAJUR PHROBLLMS

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 cmused serious shortages of fuel, cement and other products.

Agricul ture has a very low productivity and is facing serious problems arising
from high population densities, soil erosion, defcrestation, inadequate use of
modern inputs and many other factors. Government efforts to raise productivity
and intensify agricultural technigues are commendable but understandably they
require time to secure quick impact despite the large number of projects in this
sector.

C. INTERNAL D&VELOPMENT POLICIES

Measures were taken to counteract the effects of supply crises both in 1978
and 1979. HRationing was introduced on both occasions and for oil products it was
lifted only at the beginning of August 1979, Lfforts are continuing to diversify
exports and import routes by 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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Though coffee prices have fallen, the Government has kept the producer price
at its 1977 level. This has meant that the siabilization 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. ‘ ‘ o

D. PROSPECTS

The transport crisis in the first half of 1979 has already been commented
upon and this has had some impact on growth. Inflation has accelerated and the
0il price rises will have an important impact on the totzl 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 1ate'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 agricul tural 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,



CAPE VERDE

A. ECONOMIC AND SOCIAL DEVELOPMENT, 1978/79

1. Introduction

The economy of Cape Verde has been in recession almost continuously since 1965
and since 1968 the country has suffered from drought interrupted occasionally by
violent rainstorms with falls in sore cases reaching 300 mm a day and causing soil
g@rcsion on a massive scale.

According teo ECh estimates, the average annual growth rate of GDP was negativé
both in the period 1965-1977 and more rccently in the periocd 1970-1977, recording
-1.1 per cent and -1.5 per cent resmectively. Agriculture and industry were estimated
to have grown yearly at current prices from 1965-1977 by annual averages of 7.3 per
cent ande/.7 per cent respectively but lower growth rates of 5.9 and 5.3 respectively
were recorded in 1977. The economy of Cape Verde is characterized by (a) a large but
decllning share of services in the total GDP (63.5 per cent and 54.1 per cent in 1965
and 1977 respectlvely, {b) a poor infrastructure for agriculture and, (c) dependent
on a massive inflow of external aid ané nrivate transfers from 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 focd increased
substantlally leading to a very large trade deficit. Similarly, unemployment, parti-
cularly 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
baste 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

Accordlng to ECA estimates, GDP at current factor cost in 1977 amcunted 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 35.8 ner 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, manufacture,electric1ty
and construction being the fastest growing sectors. However, the total share of these
sectors in total GDP is relativelv 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 abcut 19 per cent and 20 per.cent respectively.
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Cape Verde: Table 1. GDP by industrial origin, 1977 and 1978

At current prices 1977 value Percentage 1978 wvalue
Igriculture = - : 755.0 35,2 oaa
Mining and quarrying 6.7 0.3 .o
Manufacturing 39,2 l.8 -
Electricity, gas and water 17.0 0.8 .o
Construction 94.5 4.4 113.4
Commerce - . 852.5 39.8 5
Transport and communications 67.0 3.1 80.4
Other 'services 311.% 14.6 “es _
R ‘ .
&P at factor cest 2 143.8 - 100.0 2 486.5

Sources: ECA estimates for 1977. .
Government of Cape Verde estimates for 1978,

3. . Selected economic sactors

(a) Agriculture. In Cape Verde, the main. food crops are malze and beans whieh
are cultivated on rain~fed fields. As for irrigated fields, they cover only about
2,000 hectares and here bananas and sSugar-cane are grown. Only twe 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 grown in 1977 in hectares

Rain-fed fields

Maize and beans = 35 Qoo
Sweet potatoes 1 000
Coffee : 280
Other crops ) . 4 710
Irrigated lands

Sugar—cane 1 1o¢
Banana : 170
Cassava and sweet potatoes _ ' 230
Other crops 500

Source: A Producao Agricola Naciocnal - perspectives para 1977-78, Ministero de
Desenvolvimento rural (Direccao geral de Agricultura, Silvicultura e Pecuaria - Jullio
1977).
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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
demand 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.

aAs for animal husbandry, the situation in 1977 was particularly difficult and
it was necessary to import about 1,200 tonnes of food to fced 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, 1377 and 1978 (in tonnes)

1970 - 19773/ 1978 &/
Maize and beans 1 265 2 240 21 250 :
Cassava and potatoes 4 963 - 16 000
Bananas o B - 8371 .. 5 625
Sugar-cane L 8 082 7 . ‘e ‘

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.

(p) 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 ((ll per cent).
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However, there are still mary limitations to the growth of this sector: -
principally ~(a) the traditional methods still used by mcst ofi- the fishermer 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 50,000 tonnes cof fish, 56,000
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 whxch were Portuguese—owned 1eft and took their equlpment
in 1976 after independence. ‘ :

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

e - January to June
Cle7e. LT aem7 T o8

Using traditional methods A ‘;fL_ﬁ'ff';: 8 331 f;f;}:ivi;fi Ven
Using modern methods N 3902 g4g " T 571
Source: Cabo Verde, Boletlm Trlme stral de Estatistica 1977 Zéme tfinestre 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 producticn
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 V1ncente w111 have its capacity increased from 3,000 tcnnes
to 9,000 tonnes in 1979.

{¢) Mining. Salt and pozzolane are the only commercial mineral products of
Cape Verde. Salt is mainly preduced 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 for 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. o

hs for pozzolane, its productlon, 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. : _ : .

e R e R A 1 1



Cape Verde: Table 5. Mineral production,‘1975 to 1978 (in tonnes)

Salt Pozzolane
1975 20 941 1 184
1976 13 701 769
1977 31 317 940
1978 50 Q00 e

Source: As table 4.

Q) 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; mich of the new irrigated land is being used for the cultivation of sugar-cane
rather than other crops. The Govermment is vigorously trying to reverse this trend but
the tendency still remains. '

Cape Verde: Table 6. Prqducticn of selected manufactures, 1975 to 1978

1975 1976 1977 1978 a/
Tunny fish b/ (tonnes) =~ 232.0 . 191.0 . 183.0 160.0
Biscuits {(tonnes) ©.151.0 - 120.0 239.0 249.,0
1.5

Spirits (thousand litres) 142.9 48,5 150.3 17

3  Source: Cabo Verde, Boletim trimestral de estatistica, 1975, 1976, 1977 and
2 trimestre 1978. :

a/ Part estimated.

b/ Held in cold storage.

(59 Energy. All energy needs of Cape Verde are covered by oil imports either
directly or_through electricity generated from oil,

aAs for electricity, production fell in 1976 after the departure of the Portuguese
put it has since been increasing as the main present use of electricity is for household
consumption.
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‘ Cape Verde: Table 7. Imports of oil and production of electricity, 1975 to 1978

1975 1976 1977 yore/
Imports of oil {(tcnnes) 23 403 22 837 25 749 17 358
Production of electricity {thousand kWh) 1 073 7 506 8 146 8 917
éme

Source: Cab~ Verde: Boletim Trimestral de Estatistica, 1975, 1976, 1977 and 2
trimestre 1978.
a/ Estimates.

(£) 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 utilizing 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 escudos 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 Govermnment is engaged in the
construction of these and other new buildings. Imports cf cement which amounted to-
only 13,074 tonnes in 1975 rose substantially to reach 20,295 tonmes in 1976 and
22,935 tonnes in 1677. 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 infrastructuré which
because 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 loaded and
wmnloaded increased substantially particularly in 1978 because of the improvement of the
infrastructure of the port of Porte Grande in the island of San Vincente. &As for air
traffic, it has increased continuously since 1975, both the local and internaticnal )
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 27.5 66.4
Goods unleaded " E 145.5 162.0 200.0 159.4
Airports - internal flights
passengers handled (thousand) 17.4 17.4 25.1 34.0

- Source: Cabv verde Boletin Trimestral de Fetatistica: 1975, 1976, 1277 and
ome ————— .
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 (morc than 65 per cent according to regression
analysis and based on the difficult years 1965 to 1977). For investment, because of the
emergency programme 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. Expenditu:e and GDP, 1975 *to 1977 (millions of escudos)

1975 1976 1977
| Per cent Per cent i ' Per:.cemt
Value‘ of GDp Value of GIP Value of GDP
At cﬁrrent;prices .
Private consumption 1 500.0 92.7 2 000.0 98.5 2 209.0 96.8
Public consumption . 528.0 32.6 630.0 31.0 677.3 29.7
Gross fixed capital
formation ' 216.6 13.4 S 249.7 12.3 ; 379.1 16.6
Increase in stocks 43,4 2.7 50.3 2.5 58.9 2.6
Domestic expenditure 2 288.6  141.4 2 930.0  144.3 3 324.3  145.7
Exports less imports of
goods and services -670.,0 <-41.4 -900.0 -44,3 -1 042.8 -45,7
GDP at market prices 1 618 100.0 2 030.0 10C.0 2 28l1.5 100.0

Source: ECA estimates.

5. External trade and balance of paynents

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
@P. 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.



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 agricultuxal export crops.
The country s external trade deficit widened substantially in 1977 and 1978 but '
bacause of the receipt of the large remittances ‘from' workers’ abroad and foreign aid
the Cape Verde had an over-=all p051tive balance of payments in 1977. 1In 1978, some
reduction “in the net transfers from abroad led to a emall defic1t 1n the balance of
payments.

Cape Verde: Table 10. External trade and balance of payments, 1975 to 1978
(mlllions of escudos)

1975 1976 1977 1978

External trade _ ‘ o
Exports ' ' o 61.3 48.0 74.5 65.9
Dmports 1 010.8 - 911.4 -1 284.8 1 908.3
Trade deficit . _ _ 949,5 863.4 1 210.3 1842.4
Balance of payments _ _

Gooés—and -services (net) o - -628.0 -1 106.0 -1 306.0 -2 000.0 a/ .
Net transfers (public and private) 531.0 950.0 1 444.0 - 1 647.,0 -
Capital - 217.0 562.0 3£40.0 266.0:'b/
Reserves and related items -120.0 -406.0 -478.0 87.0.

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

a/ - Rough estimates only.
b/ Balancing item. -

€. Government revenue and expenditure

Domestic production declined substantially in 1977 and consequently, government
current revenue from domestic sources decreaséd in 1978. While domestlc revenue collected
in 1977 was 536 million escudos, it fell to 500 million escudos in 1978 which corresponds
to a drop of about 6.7 per cent. The budget for 1979 projects domestlc 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 Erojected
totals of 645 million escudos and 1,160 million escudos reSpectively. The actual flgure
for 1978 may have been less than 1,160 million escudos’ judging from the balence of
paymeénts 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 recasonable 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 finanoce the current budget deficit and for capital expenditure.

The foreign aid required in 1979 was estimated at 1,998 million escudos.
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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 bheen a
rise in prices of 55 per cent between the second quarters of 1977 and 1978, the main
regsoq‘heing the sharp increase in the prices of food items.

8. w.Embloyﬁént and unemployment

Unemployment is very high in Cape Verde particularly in those islands which lack
natural resources. This phencmenon has been the major reason for the emigration which
has occurred to the United States, Portugal, other European countries and Senegal.

Since & 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
" respectively,. and tiis has improved substantially the general employment situation in
,ﬂmé,iSlands. Apart froa drougut celief works the Governnent is also engaged in a
project aimed at creating in the island of San Vincente a ship repalr base. A population
. .census in 1979 was designed to throw more light on those activities engaging the active
‘population. ' .

9, Other soclal sectors

(a) Education. No information on education has been published in Cape Verde since
independence in 1975. The enrolment xate 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. 1In
the second quarter of 1978, it was reported that 44 pexr cent of the deaths concerned
children under 4 years. The main causes were prneumonia and malnutrition.

B. MAJOR PROBILEMS

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 prograrmes to overcome it
including the massive drought-relief projects mentioned earlier.

Another major problem of Cape 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 thoe economy.

Finally, Cape Verde suffers also from the lack of qualified people to manage the
economy and to implerent all the projects of the emergency programmes. In the past
skilled workers have euigrated 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 bilateral or multilateral prolzcts ~urrently 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
works in the islands of Fogo, Santiago and San Antao.

' For the longer term, the Government is planning to increase the irrigated area
from 2,000 hectares in 1978 to 10,000 hectares in the year 2C€0. 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 ¢ontinue to grow at a very slow rate of only 2.2 per cent a year even with foreign
resources financing 44 per cent of GDP, the on-going structural transformations will
_ probably reverse thi: tendency and lead to an average annual growth of 4 toc 4.5 per ecent
“7in the 1980s with agriculture performing much better than in the past. For 1979 and
771980 the high level of expenditure on construction projects of all kinds could lead to

relatively high rataes cf growth.
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CEUTRAL AFRICAL REPUBLIC

A. ECONOMIC AND SOCIAL DEVELOPMENT, 1678/79

1., Introduction - .

GDP declined slightly in 1978 following a fall of cotton production, the very small
growth of food production and stagnation in manufacturing output.. The conetruction
sector which had shown strong growth in 1977 because of important public works, experi-
enced a net fall in value added, anc in general the investment level in the economy was
very low. According to estimates made by the Ministry of Planning, DPI 2/ 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 1978, 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 1579 are not bright. The past deterioration of a large part of the
road system is still weighing beavily on key sectors of the economy like export agrie
culture and timber felling, The budget deficit makes is difficult to supply funcs
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 1980, .but the result will be far
from the objectives set in the current 1976-1930 development plan periocs . . .

2. GUP by indusirial origin

Conplete national accounts have not been published since‘i977, and available
figures are estimates based on sectoral -indicatorz. They however show an overall growth
of the economy of 12 per cent since 1979 but little change in its structure. Compared
to 1975 for example, GDP structure in 1970 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 comserce (23,9 per cent in 1975). There had been thus a slight
increase in the shares of manufacturing anc commerce at the expense of agriculture but
the magniture of these changes is small, '

g/. DPI. (Domestic Product of Industries) is equal to GDP less administration,
households and import taxes. : S - =



Central African Republic: Table 1. DPIE/by industrial origin, 1975 to 1978
(billions of CFA francs)

1975 1976 1977 1978 .
. At 1967 prices
LAgricﬁitﬁreg fbrestryﬁ fishing 18.5 191 19.9 19.7 )
Mining © = 1.4 12 1.2 1.2
Ménufaéfuring.: : buh | 4%5. T 5.2 . B
Electricity and water o 0.7 0.7 ‘ 0,8 © 00
n Construction |, 2.1 2.b. 3.1 L 248
Commerce 113 0 12,3 0 134 “13.4
3?:Traﬁ$p;ft an&;éoﬁmunication . o 1;25 ' “f1,2 - | 1.3 ' 7_1.3
Gtller gervices B - O o5
| " Total : 43.6 45.5 n 49.1 - 495.0

Source: CAR: Ministry of Planning.

E/ DPI (Domestic Procuct of industries) is equél to GDP less administration,
households and import taxes. oo A

For 1978 compared to 1977 the cata 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 growtk in 1978 while there is a small rise
in other services.

3. Selected economic sectors

(2) Agriculture and livestocks The main food cropc are cassava, maize; sorghum, andc
groundnuts, Generally cpeaking conditions are favourable for agriculture, with good
sofls and abundant water supplies.” But technigues are still jnefficient and yields are
. consequently very low, though this is not true for cassava for which high yields can be
obtaired, With little technical progress the main determinants of production are the:
weather and available manpower: iuring the 1977-1970 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 bal crop years because the roots can stay several years in the
grourid without being harvested. Judging from the evolution of the cultivated area, over-
all food crop production may have fallen by around 1 per centc '
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For. cotton, the most important cash cropy results have beén poor, since procduction
fell to 28,120 tomnes against 41,041 tonnes in 19761977, 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 marketlng of the
crop and the low producer price., During 1977/78 the price for cotton was CFA francs 50
per kge, unchanged. from previous year, or only twice the price Palc in 1970 since when
‘prices paid by the 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: declxned since
1970 when it reached its highest level ever of 54,000 tonnes.

Coffee production was about the same level of 1976/77, 14,705 tomnes in 1977/78
against 14,506 tonnes in 1976/77. With higher prices in 1976 and 1977, new plantations
have been started and productlon should increase in the future,

Tobacco productlon 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 a551stance ‘pro ject
which had been helping tobacco farmers. :

Current data on azriculture production far the oceason 19761979 show a slight inerease
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 fairly limited. '

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

goats 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 sheep , 300,000 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 . .

" Cereals -105.13 o 91“,’7 ' 90'37 193-"89_-
Cass'ava ' e .. 277-47 28600-7_ 2-71093 .
Groundnuts 132,43 L 115,33 86.24 101,02
Sesame 9.50 - 9.56 10,84 818
Commercial crops : | , '
Cotton Tt 3313 b0k 25,12 3.1
Coffee B S 14.51 77 15.18
Tobacco ‘ ) l..87 : . 2014-4 . 073 L 1.197

Logs (thousand m3) 321.4 ' 441,.7  B50B.C 591,0

Source: Central African Republic: Ministry of Agrihuitufe;
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(b) Forestry. Forest resources are consicderable. There are a total of 3,415,000 ha
of forests of whiclh 2,715,000 ha are explditable. According to the latest infornution,,
the exploited arca in 1970was higher thau in 1977 because of some recovery in the inter-
national demanc for timber. ' ' :

In 1973, the total voluie of timber felled increased by 16.5 per cent, but remained
uncer the production obtaiied in 1974 (£91,000 m3 against 670,607 u3). Despite the
increase in the volume of felled timber, exvorts of wood as logs or sawnwood fell slightly
in 1670, Transport cifficulties 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 enfter into production
while a sawmill complex is being mbdernizec. ' o

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

The wranium deposit at Bakéuma has been lnown since 1055 and studies are still
continuing on the profitably of exploitation, A cociety "Uranium Central African™ has
been created and vresent studies incicate that a procuction of 80 tonnes per year could
be feasable. S

Researcl: is continuing on other minerals in the country most notably iron ore, ..
copper ore, oil and limestone. o

o . ‘ e
(d) Energy: The main sources of prinmary energy are hydro-electric power, imported
oil, and firewood., Wood is used as a fuel source by more than 90 per cent of the neople,
In 1978, electricity consumption increasec by Se3 per cent compared with a rise. of 9.2 per
cent 'in 1977. Juring the year the national electric company acquired new generators as
replacenents but the capacity did not change and remained at 31 M, A ma jor problem facing
the electricity authority is tlid non-payriant of bills by consumers of electricity. By the
end of 1978, the elettric comgany wad owed a toial of CFA francs 2.5 billion which should
have been usec for maintenance and new acquisitions. Total consumption of oil products
increased sharply by .il.5:per.cent in 1870 against the modest 2.5 per cent'bﬁﬁér#éq-in'

1977.

(e) Manufacturing. Value added increased by 4 per cent in 1970 meacured at 1967
pricec. This modest result is due to the smaller amount of cotton being processec in the
year, the srowth in non-cotton-processing industries beins estimated at around 7 per ceit,

he sector remains siall anc 15 dominated by wool processing industries, cotton processing,
and the fooc and drink industry. As already incicated; sawn wooe: procduction declined
slightly in 1978, In contract heer production grew by 19 per cent, even after the rise of
4O per cent recorded in 1077 wiich uas 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, tput which reached 4,496,000 metres in 1977
was only 2,107,000 metres for the first seven months of 1970, -Production of cigarettes
has stagnated, but production ef cizars in the new Zfactory which-started production in
1977, has increased to 21,104,000 cisars in 1975 against 9,413 000 in 1677, o

m

The most important -investments carried out- curing the year have beén in the wood

processing industry witi: the:completion of a new production wnit and the mocernization
~

of others,



For the year 1570 investments are estimated at 2.5 billion CFA franecs with 55 per
cent in the wood--related sector., For 1970 2 number of projects are due to be started or
are under wfudy. The most dimpertant are for a hides and skins factory costing CFAG GO0
million, a cezment factory with a capacity of €0,000 tonnes at a cost between CFAF 2.7
billion and 3 billion, a casgavae lour uwnit whtn a capﬂ01 cy of 12,000 tonnec cocting
CFAF 1.0 billion and a soft drinks factory for 70,000 hl. at a cost of CFAF 300 billion,
The financing of tlie soft drinks fackory is already assured but for most of the other
projects it was still being sought ac this survey was prepaved,

Central African Renublic: Table 3. Indicators of inductrial activity 1075 to 1978

5 I 7. 1575 1977 1970
Diamonds (thousand carats) '333.,8 '286.,0 296,09 T
Electricity concuned (thousand Ii:) 44 SS7 45 Olﬁ'_ 49 104 51 772
0il products concued (m3) 62 L24 40 923 51665 57 112
Sawn wood {(i0) 72 440 75 153 - 90273 - 8 450
Plywood (m3) 1 442 3 875 5 807
Beer {thousand k1) cos R i#hei o 202,.2 C241,.3 |

Source: Central African Republic : Uinistry of Planning. Central African
Republics lLionthly Bulletin of Statistics.

(£} Comstruction. Output declined by C per cent -in 1970 compared to 1977. This
was cue to the cuc of the prefabricatec hicuzes programme and to a lower level of
industrial investrento, but despite this fall, activity in road construction and other

AT

public woris wac hich and the amount invested on these sectors rose by 29 per cent,

(&) TransEor%a Traffic is growing with Cameroon but part of this growth is because
of the increasinz difficulties experienced in carrying out goods threough Congo, the

traditional tronspert route for the Central African Republic. At the scame time traffic
has declined zomowhn® with Thad because of the cecurity situation in that couwntrys.

The Linictry of Pianning indicates a high growth of total road traffic since 1975
the tonnage reaching 135,000 tonnec in 1870 against 103,000 tonnes in 1675, which is -
equivalent to a growth of 9.3 per cent per year. In 1970 itself little growth is showm.
This latter fact is probably due To tl:e noor ctate of tlie roads; the high cost of
transport, and *ue clowdown of the cconomy. The wori on the mainfenance of roads and the
'conStruction of new ones hac lhowever; taken a turn for tie better. Several roads are
being aspizlted with The projects due to be completed in the near future. In Afril 1577,
bilateral aid conorc and the IIC decided To assist with a road maintenance programme
waich iz now beins iuplenented.

Traffic on tThe River Dangui which ic the mezin supply route, declined in 1970, by 22
per cent. This is a continustion of a trend observed in recent years. The quantity
carried cut in 1970 is only 63.05 per cent of what was handled in 1973, while the traffic
of the national wuter transport apgency has declined by 40 ner cen*, with a traffic losa

of almost 100,000 tonnes.



Aiy traffic has evolved favourably, tlhe nunber of passengers handled increasing by
> . - e ?
34els per ceat in 197C and the quantity of goods transmorted by 200 per cent,

e - Exnmenditure ang the GIP

iy

The latest available estinmatec on expencditure cate back to 1570, Very rouzk
estimates for 1570 comparec to 1570 chow a somewhat lizher requirements for external
resources of 0.0 ner cent in 1979 comparec to G.C per cent, an increace of the share
of private consumption from 69,0 per cent of GLP in 1970 to 51.4 ner cent in 1970, while
public conswiption thougi increasing considerably in absolute termc takes a reduced
proportion of GUP falling from 1€.1 per cent in 1970 to 15.0 per cent in 1979, The"
largest fall ic in the proportion of GOP Coinz on investnent to 11.3 per ceat in 1970
fron 13.2 per cent in 1970. This iz unfortunate since it leads to coctraining srowti: of
procuctive capacity. In 1870, the total amount invested underthe 1676-19C0 plan, fell
from CFAF 11,530 illion to CFAF 10,134 million,

Jonestic savings amounted in 1970 to only 2.0 per ceat of GUP, but this extremely
amall pronortion of GJP by African standards was able to finance 23.3 per cent of invect-
ment. In 1970, the proportion of domestic savings had been 11.3 per cent of GOP,
contributing 02,2 ner cent of capital foruation.

5. Expernal trade and the belance of payments

The estimation of total tracde flows iz ¢ifficult becausce official custois statistics
are thouplt to preatly understate these flows, Ilowever, in 1970 exports have dropper
because of lower prices for coffee and lower cotton nroduction, and imports fell as
econonic activity returned to a more nornal level after the special regquirements in 1977.

hus according to cuctoms date the trade surpluc fell from CFAF 4.5 billion in 1977 to

CFAF 3.4 million in 1970. The balance of nayuents ciwows a continuing hizh level of
deficit on goods and services account, the totals being ninus CFAF 12,14 billjon in 1977
and minus CFAF 10,67 billion in 197C.

. There iz a substantial inflow of net transfers (2ic receipts) for the Government and
this inflow covered most of the deficit for cools and cervices in both 1977 and 1970

The smaller capital inflow iore than covered tie remzining deficit in 1877 but in 1570
there vas a small decrease in international reserves of CFAF 1 billion sufficient to mean

that net foreim assets fell to minuc CFAF 2,47 billion.

6. Developuent. zid and the external cdebt

The total transferc and lonz—term capital flows in the balance of payments zive an
estinate of tle total foreim resources received by the country. JSata show that after
falling in 1977, there was an increaced inflow in 167C. The net totals were CFAF 13.5¢

-billion in 1976, CFAF 11.10 billion in 1877 an’ CFAF 12.21 billion in 1973. As shown in
table 4 below ozt funds received are as net ¢ransfers to the Government which means

v o,

grante play a much aigher part in the air) inflow than capital.

. Adith such 2 high pronortion of zrants in the aid inflow and nuch oi the balance in
the form of solft loans, servicing thie external debt iz not a problew in tihe Central
Africain Republic, :




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

1975 1975 1977 1975
External trade
Exports 10,11 14,00 20,03 15,13
Inports 14,61 13.16 15.54 12,77
Balance '“‘4-950 "‘00811- +£}.49 "”3.41
Balance of payments
Goods and services (net) ~16.24 -5.,67 -12,14 -10,67
Private transfers (nct) 0,35 0,29 ~1e1Z ~0.41
Government tranazeru (net) Cobl .70 8.67 J.71
Caprtal 7n31 2108 3-73 2039
Reserves and related itcms -0.15 ~3.68 -1.30 1,00
Errors and omissions 0.61 0,29 2.30 -1,02

Source: IF, Irternational Financial Statistics, Vol, XXXII, No. 10, October 1979,

e g

7e Government revenuc and expenditure

The Central African Republic liac been experiencing difficulties in financing its
budget for some time now. In 1970, a budpet was introduced which pro;ectea a deficit of
CFAF 5 billion, Receipts were estiumated ot CFAF 21,7 million against 22,8 billion in 1C77
or 4.0 per cent lc.s, while cipanditure wues raised from CFAF 22.0 hillion in 1977 to
26,7 billion, - : : '

lost of the increare in 1970 wac in the capital budget with expencditure rising to
CFAF 7 billion against only 4.3 billion in 1977, Current expenditure rose by only 7 per
cent from CFAF 10,4 billion to CFAF 19,7 billion.

According to the 1979 ostimates, the level of the bucget will increase by only 1,9
per cent since total expenditure will grow to CFAF 27.2 billion. lfhile ordinary
expenditure was to grow by 12.2 per cent, capital expenditure was to be reduced to
CFAF 35,1 billionm, reverulnw the trend set in 1978. The buiaget has been presented in
equlllbrlum, receipts being equal to expenditure, but a loan of CFAF 5 billion has been
shown in receipts.

The monctary agaregzates in the next section show that net claims on the Government
by the banking system have risen in each year 197! to 1978 with the increases of CFAF 1 05
billion in 1977 and CFATF 1,21 billion in 1978 suggesting that the extent of ‘deficit
f1nanc;ng 225 not been na“tlcularly irarked. There wes little increase in these claims
between Secember 1070 and liay 157 - - -



8. Honey and baniiing

The fall in net foreign assets in both 1977 and 1970 wa- accompanied by increases
in both net claims on the Governuent and comestic credit o the private sector. The nmost
significant increase was in claims on the private sector of 23,8 per cent from CFAF 14.73
billion at Secember 1977 to CFAF 13,24 at Jecember 1575,

lioney supply including quasi-iioney rose by 5.9 per cent in 1977 and a further 9,0
per cent in 1970, rates of increase which were very moderate compared with many other
African countries,

In the first five months of 1979 Loney supply rose much more rapidly with a growth

of 11,4 per cent which if continued would greatly accentuate inflaionary pressures in the
country,

Central African Republic: Table 5. Monetary survey, 1973 to 1979 (billion of CFA francs)

-

End ind End Ena . May

‘ 1975 1975 1977 1976 1879
et foreim assets o ~4o01 0.92 1,14 247 2,11
Domestic credit _ . |
Net claims on Government 9,03 9,72 10.77 11,95 12.09
Claims on private sector 13.47 12 .66 14,73 13,24 18,62
Lioney 12.27 17.07 15,20 20,52 - 23,45
Quasi-money NV 5 | 2.27 2,29 1.99 1.60
Other items (net) = 401 45 3.87 5,20 3.50

Source: IiF, International Financial sfatistics: Vol, XXXII, lio, 10, October 1979,

%s Hages and prices

According to the consumer prices index in Bangui. prices rose in 1970 by 11,85 per
cent compared with 9.5 per cent in 1977. In 197G the rate of inflation seens to be
increasing as the index rose by 11,2 per cent between Jecember 1970 and lLay 1979, Yhole~
sale prices have also increased rising by 11.9 per cent in 1970 against 10,6 per cent in
1977. 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 popula-—
tion; around 6 per cent according to the liinistry of Plenning, These euployees are in
three main groups: public employees forming 35 per cent of the total number, private sector
employees, 4 per cent anc domestic servants, 1l per cent. There are no global fipures
for 1970, but indicators are tlat the nunber of employees in the nrivate sector is not
growing as fast as ponulation. But on the other nand, the number of Governnent eiployees
is increasing rapidly. Between June and October 1870 the number of Government employees
increased by 5.1 per cent, after a 10.2 per cent increase between June 1977 and June 1975,
The total wage employnent was about 31,000 in 1970 zad may Love been hisher at about
33,000 in 197G,



Unemployment data are available only for the capital Dangud. According to the
labour exchange cata, there has been no discernible increase in the nunber 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
242,000 was 43 per cent of the children in the appropriate age groupe Despite the grouwth
of the school population (6 per cent an average since 1976), pupils in general cecondary
ecucation were equal to only $.0 per cent of the total in primary schoolss There were
1,400 students at wmiversity, In 1970, the proportion of pupils pacsing from primary to
secondary schools was 27.5 per cent of those sitting the examination for selection,

Several education reforms were started in 1970, including the transformation oI
primary schools so that those who cannot continue their studies beyond the primary stage
can be mace ready for work in their own environment. e

- . : *

) (b) Ilealth, There are rorecent ctatistics on the number of doctors, paranecical
personnel anc the availability of beds. The health'situation is characterized by the
prevalence of infectious and other’ epidemic diseases due to the unsanitary environment anc
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, 175 22C were vaccinated,

B, AJOR PROBLL.S

The Central African Republic is one of the cowntries classedas least-developed and
its growth —ate althoush satisfactorily in 1977 ic generally only very moderate in relation
to what is required, Ac land-locked country of large area the transport syctem and links
with coastal states are crucial but here there wac a very unsatisfactory situation up to
1977 and probably extending into 1970 when movement of goods was haupered by the poor
state of the roads within the country and <icruptions in the link through the Congo.

Cotton is a crop rrown commercially by many peasant farmers., The concitions Tor
arowth, marketing etc., are such that there has been a general cecline in output since
1970 which needs to be tacliled by a more vigorous policy of adequate incentives.

There is still a shortapge of indigenous trainecd and experienced personnel to fill

many professional and mic<dle~level posts anc while education enrolnentz have been

4

increasing there is still much to be cdone at secondary anc higher levels.



C. LIMERHAL DEVELORENT POLICIES

Steps were Taken in 1977 to se: up an orgjanzation to deal with the problems of
repairing the road system; in the current developuent plan a number of important road
projects were also embarkec upon but thie poor rate of growth in the economy is still
influenced by transport problens,

The .current plan was intended to accelerate ~rowth but its rate of implementation
has been disappointing. OGteps were taken in 1970 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 1950 will be to below what was projected, In 1970 steps were taken to
“improve the manzjement of the public corporations and a Gecision has been talken to turn
then over to private ownership. '

. PROSPECTS FCR 1979 AND 1SGO

The current plan projects an inerease of GOP ia 1979 compared to 1970 amounting to
15.1 per cent at constant pricec. In fact effective growth will be much lower. This is
.because of the slow growth of food production while the improvement in cotton procuction
will not be as much ac hoped fove The rate of investment in tie economy. as a uhole is
still too low to reach the projected zrowth rates. llowever, the increase in processing
capacity in the timber industry should help the overall growth in the economy.

For 1900 the nositjion is uncerfﬁin but with fe356nablé weathér conditions some -
improvement in agricultural output is probable while there should be further zains from
the timber incustry. ' '
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TH COMOROS
A, LCONCMIC AND SOCIAL D2VZLOPN NT, 1 278-19379

1. Introduction

The economy was badly affeSted by the upheavals marking the post—-independence

period between 1975 and 1978. Vhile GDP increased by an average of 1.8 per cent
per year in 1970-1975, it declined sharply afterwards. 4ccording to the estimates
available, over-all GIP 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
Govermnment in the islands, the return of internal stability and the resumption
of international assistance, steps were itaken to rehabilitiate the economy. Ixports
have recovered strongly compared to 1977, :and foreign asseis have increased, so
that the deterioration in the economy since 1975 has been halted, although inflation
- has combinued at a high level, judging from the data on monetary expansion. Io
production figures are available for 1379. Co-operation agreements have been
signed, most notably with France, and substantial aid obtained from Arab countries:
2. TODPby Inddustrial origin

. The most.recent official figures date from 1975, but no major changeg in .
the economic structure have occurred since that time. The economy is dominated
bv agriculture, which is based on the cultivation of a small number of export =
crops, the most important of which is ccpra. In 1975, agrieulture contributed
41.7 per cent of GDP at factor cost, and its share in GDP moy have increased bécause
of the stagnation or decline of the othsr sectors. Industry contributed 23.1 per
cent of GIP in 1975, most of it taking the form of constructiony; while the share
of manufacturing was small, accounting for a mere 8 per cent of GDP. The share
of services in GDP was hkigh at 43.2 per centj indirect taxes accounted for 9.4 per
cent.

The Comoross Teble 1. GDP by industrial origin (1975 prices) (millions_pf CPA francs)

1370 Fercentage 1975 _ Percentage

Agriculture _ 5127 40.7 5 718 , 41.7
Industry 3275 24.0 3417 " 23.1
Trade 3 048 24.2 3 847 2840
Transporh ' 188 1.5 30 0.2
Public services 1 282 10.2 1 141 8.3
Other services 845 6o 904 6.6
GDP at constant prices 13 766 109 .4 15 011 109.4
Indirect taxes net Bt

of subsidies 1 182 J.4 1 289 o 9.4
GDP at factor cost 12 584 - 100.0 13 722 100.0 .

Source: Official data.



The ECA guess estimates of GDP for the years following 1375 show an increase
in the share of agriculture from 45.4 pcr cent of GIP at factor cost in 1975 to
51.3 per cent in 1978. The share of the irdustirial 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. 4bout 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 %0 per cent of domestic demand. In recent years,
the food deficit has worsened despite Govermment efforts to increase food preduction.

The Comoros: Table 2. Agriculturel exports (tonnes)

1970 1975 1976 1977 1978
Ylang ylang 71 60 13 60 60
Copra 4 371 1 260 2 323 1 317 2 060
Cloves 277 562 850 220 392
Vanilla 144 211 124 230 M7
Coffes - 103 ) &1 32 18 &0

Scurce: Customs, Moroni, Comoros.

fxport 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 importzat export crop,
declined from 4,371 tonnes in 1970 to 2,060 tonnes in 1978. Relative to 1975,
copra production has increased; but prodmctlon 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 1278.

Fish production is small and occupies only 3,500 fishermen despite the
potential of the waters around the islands. Fishing methods are primitive :and
the scarcity of fish is demonsirated by the fact that it iz as expensive as
imported meat.

(b) " Industry. Activities are limited to the processing of export agricultural
products, a brick factory, a saw mill, a soap facitory and a bottling plant for
soda and soft drinks., In 1977 a plagtic 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 construction; the rate of growth of
manufacturing was only 2.2 per cent.

(g) Tourism. Despite the opportunities for tourism in the islands, this
sector is underdeveloped and the number of tourists very smalls only 20,000 tourists
have viskted 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 per31stent trade 1mbalance, with imports being
roughly double exports. Since 1975, imports have declined, amounting to CFA
francs 4 billion in 1977 against some 5 billion in 1375, whlle exports have
increased somewhat to 2.2 billions in 91977 mgainst 2 billions in 1975, despite
a slight drop relative to 1976. DMNost exports (95 per cent) are accounted for by four
products only: perfume plants, vanilla, cloves and copra. A4s regards imports,
the greatest share is taken by consumer govods and in particular food.

The Comoros: Table 3, HForeiun trade (miiiions of CFA francs)

1970 1975 1976 1977 1978

Imports 2 433 4924 2 119 L
Exports : 1 380 2 037 2 223 2203 . ...
Balance ~1 053 ~2 931 -896 -1 8%0 e
Net: foreign assets sie © K20 2 071 416 17355

Sourge: Customs and other official data.

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 tihe changes
in the net foreign assets give some indication of the over-all balance. In 1978
foreign assets increased by 0.9 billion against a decrease of 1.6 billion in’ 1976.
This corresponds to the renewal of external assistance to the Comoros, after
the msteep decline recorded in 1976 and 1977.

5. . Development gid and external debt

The net flow of aid to the Comoros fell drastically after 1975. While,
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—establlshed

with France; which has agreed to renew its aid programme, at the same time as
OPLC funds were made available to the islands. No data are available on the

foreign debt.

6.  Covernment revenue and é&xpenditure

Between 1975 and 1377 no budgetary estimates were prepared and the deficit
increased with the cessation of French budgetary assistance. Central Bank.
borrowing and irab funds were used to finance this deficit. The budget for
1978 irdicates a drastic reductidn of expendlture from 4,617 million CF4 in 1977
to only 1,785 million, with developmeni expenditure eliminated from the budget,
while revenue féld by 23.6 per cent. The deficit was cut {rom 3 billion in 1977
to only 0.6 billion, but the 1278 situation is exceptional because of the change
of Government and, with the resumption of foreign aid at its previous levels,
expendlture will agaln 1ncrease.
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The Comoros: [Table 5. Money and banking (millions of CFA francs)

7 1975 1976 1977 1978
Foreign assets o 520 2 051 416 1 355
Claims on government 163 172 367 #2214
Claims on the private sector 2 127 1 119 2 002 2 203 ’
Money ' 2 023 2 031 1 977 3 772
Other liabilities - 187 o1 317 803 1 027

Sources Official data.

Te Money and banking

Money supply proper rose in 1378 by 38.8 per cent, as against a fall of 2.7 per
cent in 1977. This considerable rise is. explained mainly by the increase in foreign
asgets, which tripled in amount, because govermment borrowin: declined and credits
to the private sector rose by only 10 per cent. It ig quite probable that, after
1979, the rate of growth of the money supply will fall to.more normal levels.

8. Wages and prices

Hages and salaries vary between CF4 7,200 and CFA 55,000 per month. No
information is available on changes in the recent period. s 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.. :

G. 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 sectory; but with the difficult budgetary situation which occurred after
independence with the temporary cessation of French asgistance, there was a drop
in recruitment and, in consequence, some unemployment must have appeared.

(a) 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 guality of the education recelved. Most higher education
is obtained either in France or the irab countries. =~ o B e

The Comords: Table 6. Education (numbers‘enrolled)

1970/71 . 1974/15 1977/18 1978/79
Primary 15 125 28898 22299 49 940
Secondary 1274 ' 4 004 7 816 8932

University 57 365 o425 ' 575
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(h) Health. There are three main hospitals, 45 rural nediczl centres ani
555 hospital beds, bWut qualified personnel is lacking and tae medical eguipuent
is not up to standard. Drugs are donated each year by internrational agencies and
other donors, and WHC is helping to pay the wages of local stoff and in the
establishment of a medical training centre.

B. NAJOR PEOBLEMS

After the disruption which occurred in 1975 and 1976 there was an acute budgetary
crisis. The Government closed a number of administrative services, and was forced
to postpone some payments, including Payments of wages and salaries., VWith 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 exlated before the cessation of external assistnace.

c. DLVELOPMuNT POLICIES

The Govermment has already indicated the broad lines of its future policies,
which include the achievement of self-sufficiency in food. Ixport 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 Prance 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 acceptabl® 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, ECOHOIIIC AND SOCIAL DEVELOPIED T, 1978—1979
le Introdﬁcfion

In 1978 the small expansion which took place in the economy of the Congo ended
the period of recession which started in 1975, when oil production declined sharply.
In real terms GDP rose by 4.l 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
congtruction sectors. '

The external trade deficit was significantly reduced in 1978 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 thé central
government financess 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. ;

2e GDP by industrial origin

lMeasured in current prices, GDP increased by 17.2 per cent in 198 compared with
4.1 per cent in real terms, showing that prices judging by the implicit P deflator

rose by 12.6 per cent. The incréase at current prices was to a great extent due to =
27«3 per cent increase in value added in mining and t6 25.4 per cent and 39.3 per cent
increase in manufacturing and construction respectively. Agriculture, commerce, transport,
commniczation and other services registered modest gromth after yeors 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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Congo: [Table 1, GDP by source, 1975-1973 (millions of CFA francs)

L ek kAT A

At current prices 1975 1976 1977 1978
Agriculture, forestry and fishing 48 780 48 103 57 530 57 820
Mining 19 640 22 379 17 640 22 460
Manufacturing 6 460 T 710 7 820 9 810
Blectricity an@ water 2 530 2 900 3 590 4 210
Construction : 5 690 4 298 4 810 6 700
Commerce 29 640 28 542 30 670 34 990
Transport & commnications 15 320 15 665 18 100 21 010
Public administration 21 440 24 968 27 860 29 710
Other services 1 380 1 701 1840 2 310
GDP at current factor cost 151 080 157 257 169 860 199 020
Indirect taxes less subsidies 16 920 22 124 25 970 30 770
GDP at current market prices 168 000 179 981 195 830 229 790
CDP at constant factor cost " 92873 90068 87200 90 744

Source: . Official data and ECA estimates.

e Selected economic sectors

(EJ Agriculiure, forestry and fishing., There are no direct estimates of total
food crop production because most of the output is for subsistence.

estimates of the marketed production of the principa

has been very little growth in the marketed ou

observed shift in taste preferences for rice,
in the Congo, has accounted for much of the in

Available

1 food crops indicate that there

tput. 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

the production of which is very limited
crease in the imported food bill.
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The difficulties in the traditional'agfiéultufal sector pafticularly its
decreasing ability to meet urban demands are generally traced to difficult market~
ing conditions, unattractlve producer prices and declining soil fertility in some
regions.. -

As regards industrial crop production, data on the merketed outnut showm 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 lorgely to inadequate
rainfall at the beginning of the season. The substantial increases registered for
marketed coffee in 197?/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.

Bstimates of livestock holdings are available up to 1977 only when estimated
herds were 70,300 cattle, 164,600 sheep, 118,100 goats, 82,700 pigs and one million
poultry. most of the demand for mutton; 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~d97?[?8

1974/75 1975/176 1976/71  1971/18
Marketed output in tonnes '
Cocoa. 2 912 .2 332 3 021 2 275
Coffee : 1344 1 507 2191 . 5184 .
Paddy rice ' N '1'609"'“ 1 985‘; 10827 786
Palm kernels a5 600 263 - 689 °
Tobacco , _ 1 014 1 007 606 431

Sources Congo; Office hationaie éour la Commercialisation de Preduit Agricole
{ONCPA). B
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Deep sea, coastal and inland water fishing are all practised in the Congo.
Fish consumption is ectimated 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 inadequatz equipment. The Government has commissioned studies on fish-
ing and intends to boost the capital outlay in the Societé Italienne - Congolaise’
D'Armement et de Peche (SICAPE) which is partly owned by the state. There is also
a co-opérative'programm@ to assist small scale fishing operations.

. Value added in the forestry sector decllned and has not fully recovered since
'the 1974-T5 recession. In 1978 the volume of felled timber rose slightly as it
did in 1977 but the output of 430,000 W was still only about half the peak of

of 840,000 m> 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 inaccessiblea
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 irees, The objective is to replant 7,000 hectares with
.these trees over a period of three years.

"{b) Hining. Petroleum production which declined by 9 per ceiat in 1977 rose
sharply by 32 per cent to 2,421,000 tonnes in 1978 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 Loange field at a tiﬁé 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 tommes in 1979,

Apart fron petroleum, the oroduction 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 cdpper,
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
expected to Ee producad in 1979 from deposiis at Diénguele.

Congo: Table 3. Production of major minerals, 1975= 1978

| 1975 - 1976 1977 1978
Crude petroleum (thousand tonnes) - 182 - 2010 1829 2 421
Natural gas (thousand m3) a/ 16 754 15 254 g 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 1'Afrique Noire, No. 964, 28 June 1978.

a/ Utilized production.
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(c) Hanufacturing, 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 tZ replace imports. Development of the sector has
been constrained by the size of the marxet and the decreased competitiveness of
Congolese productes 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 deciined 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, 19751978

1975 1976 1977 1978 estimate
Refined sugar ('000 tonnes) 20 23 10 T 14
Flour ('000 tonnes) ' 21 15 5 10
Palm oil (tonnes) 2 200 2 200 2 565 2 600
Groundnut oil (tomnes) 600 666 365 400
Soft drinks ('000 hl) S 132 154 156 180
Beer (*CCO hi) 343 394 415 500
Cigarettes (tonnes) | 504 536 641 800
Soap (tonnes) . 4 A62 5 051 5 563 4 800
Shoes ('000 pairs) 805 712 714 790
Cement ('000 tonnes) 55 52 45 60
Printed iextiles ('000 metres) 2 402 11 390 - 11 634- 14 000

Source: Congo: Centre Notionale de la Statistique et des Etudes Economiques.

(4) Electricity. A small increase of only 1.2 per cent in total electricity
produced had been expected in 1978. This would bring the total produced in million -
kilowatt- hours to 160 compared to 158,85, 14649 and 110,3 in 1977, 1976 and 1975
respectively., Frequently, electricity has to be imported from Zaire %o satisfy
local demand in the Brazzaville area.
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(_) Congtruction. Value added in the construction industry should have risen by
l.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.

(i) Iransport services. Table 5 provides details on traffic developments in
the transport secior in recent years.

Congo: Table 5. Selected transport indicators, 11975=1978

1975 1976 1971 1978
Port of Pointe Noire T
Freight loaded ('000 tonnes ) 2 715 2 269 3084 ) 3 872
Freight unloaded ('000 tonnes) 642 720 629 )
Railways
Passenger - km (millions) 223 249 260 282
Freight - (million tonne/km) 458 507 516 535
Airporis
Passengers handled (thousand) T 75 78 78
FPreight ('000 tonnes) 11 11 11 12

Source: Congo: Centre Nationale de la Statistique et des Etudes Economiquess

In the transport system in the Congo, frequent transhipment from roads or rivers
to railways and ocean going vesselse are necessary and these transhinments 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 Pcinte Woire and passenger traffic both on the
ra:.lmys a.nd at a:.rpor‘ts has increased.

The most impértant transport project underway is the realighment of the Congo
Ocean railway. The latest cost estimates for the project have been put at CTFAT 41.3
billion which is being provided by consortium of foreign lenders., The project is
currently scheduled to be completed by the end of 1980.
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fin Expenditure and the GDP

Unfortunately total consumption has exceeded iotal gross domestic expenditure
since 1975. In 1978, however, the negative savings figure declined to 1.4 per cent
of GDP compared with 7.4 per cent in 1977.

Gross domestic capital formation 1nclud1ng increases in stock rose by 38,2
yor cent at current price in 1978 and was equal to 17.3 per cent of total gToss
“omestic expenditure, The Government is taking measures o expand domestic savings
5 a means of increasing self—reliance and self—sustainmenta

B i VI

Congo: Table 6. Expendlture and the GDP, 1975-197R {millions of CFA francs)

ib ourrent prices 1975 197 19771978
>rivate consumption 143 250 154 029 173 510°° 192 980
Tuhlic consumptien : 31 000 33 976 36 780 40 120
urves domestic fixed

capital formation 33 224 27 829 27 560 38 o020 -
“aorease in stock 2 776 2325 1140 1 650
fiyport less imports of | L

goods and services 42 250 ~38 178 =43 160 -42 980
iotal GDP at market prices 163 000 179 951 195 830 229 790

Source: Official data and ECA estimates.

3.  External trade and balance of‘ﬁgzﬁenfs

In 1977 the Congo méved into deficit on its external trade account but in the
Tirst half of 1978 there was a big improvement because of a substantlal increase
mooil exports and a slower rate of increase in 1mports. ’

Official daia on the balance of payments for 1978 are only available for the first
te'lY 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 CFAT 8.65 billion
c;qual to an annual rate of CFAF 17.3 billion. The capital inflow ceased in the first
12lf of 1978 and the position could only be covered by a further fall in net foreign
zeschs and probably by an increase in payment arrears.
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Congo: Table 7. External trade and balance of payments, 1975- 31978 (billicns of CP4 francs) _

lst half

1975 1976 1977 1978
External trade
Exports including re-exports 47450 51,62 50,11 .27
Imports 36,38 42,17 50445 25,602/
Balance +11,12 +3.45 —0.34 +6.63§/
Balance of payments
Goods and services (net) =55,68 ~57 .54, 16426 =14,13
Private transfers (net) ~4.87 =5edT <6468 0434
Government transfers (net) 673 - .lW.é;%Tw- | 5443 5.78
Capital . 42,22 - 35,80 31459 ~2,19
Reserves and related items - 3.99. ;‘ Cded2 Tddh 2496
Errors anﬁ‘omissions_ - | -  -- 7.61 _ 14,12 8448 T30

Source: IIF, International Financial Statistiocs, vol. XXXII, No, 10, October 1979.

g/ Balance of payments figures of estimates based on sanec,

6s  Development aid and extéfnaIlpuBlic debt

As shown Ly the balance of payments data, grant aid receipts by the govérnment
(net government transfers) rose substantially in 1975 and 1976, They fell in 1977 bqt
appear to have increased to about CFAR 11 billion-in 19784~ '

Congo's external public debt rose rapidly following the petroleum boom of 1974, In
1978 the debt was estimated t0 have reached CFAF 151,4 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 CFARF 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 in 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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Te Government revenue and expenditure

In 1978 current revenue increased by 19 per cent %o reach CFAF 60
billicns. However, current expenditure rose by about 21 per cent and invest-
ment expendlcure doubled; the increase in both causes being due to a carry-
over of expendlture from 1977. The budget deficit thus widened substantiolly
in 1978 to CFAF 15.9 billion but was still below the 1975 level when the large
scale implementation of investment prOJects raised capltal 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 budgét provided for a sharﬁ 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: Mable 8., Government revenue and expenditure, 215—19?9 (pillions

of CFA francs)

1979
- 1975 1976 1977 1978 estimates
Curren’ revenue . ‘ 44¢3 . 47.8 5004 60,0 5441
Current expenditure 46,6 48,5  57.5 0.1  60.8
.Capital expenditure ’ ) '18.2 o 8.5 - 2.5 ‘ 5.0 T.8
Other treasury operatioﬁs (net) 0,1 0.6 ~0.8 -0,8 cen
Over—sll balance 20,4 =B .. ~10ed - =1549" oo
Financed by external borrowing 5ad ~2,8 -1.9 0a7 ose
Financed by internal borrowing 15,0 11.4 12,3 1552 “ean

Source: IMF Survey, May 7, 1979 and natiocnal 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 20,07 billion at December 1978, Deficit financing has averaged CFAF
3.3 billion a year over this period. In 1975 itself the figure was CPAF
565 billion.

8. Money and banking

Money supply including quasi-money rose by 6.9 per cent in 1978 having
risen by oniy 2.1 per cent in 1977. The expansion in the money supply since
1975 has been averaging 8.4 per cent per annum,
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forgo: Table 9. Monetary survey 1973-1978 (billions of CFA francs)
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Fnd End Bnd End Hay
1975 1976 1977 ~ 1978 1979

MR S T e T PR TR T . M————e <" Sl S T

Net foreign assets 0,83 «2,0L ~7ell =773  ~Te39

Domestic credit

Net claims cn Government 10.12 11.77 16.86 20,07 16,02
Cloims on privase sactor 29.30 38,02 38.93 39.42 41.55
Money 26.90 31.27 30.62 32.95 31,71
Quasi-money n 2:16 2.62 3,87 3.92 4+93
Long-term foreign borrowing 2,71 3.95  4.98 5049 5,62
Other items {(net) 5.77 933 9,20 937 T+92

Source: IF, International Financial Statistics, vol. XXXII, No. 10,
October 1979. : -

The low rates of monetary expansion have been due o 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
CPAF 3,2 billion or by 19 per cent, The increase was mainly composed of
subscription %o equipment bonds, the use of counterpart of loans from the.
Trust Pund, and advances from coumercial banks, Advances from the Central
Bank are subject to rigid ¢eilings 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 state enterprises rose by only 1.3 per cent
in 1978. The rate of inc-eass slowz2d down conziderably in 19?7 and 1978_
because most of the growth in the economy came from the oil sector which
does not make much use of borrowing from domestic banks.

Ia the firet fitve months of 1979 the money supply including quasi-money
fell sligﬁtly mainly becauss net claims on the Government by the banking
system were reduced by 20 per cent. This is fndead a welcomed step in the
right direction '

L ey
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Do Jafes and prices

There have been né increase in woges since Jaruary 1975 when the guaranteed
minimun wage levels were raised by betwee 138 to 70 per cent depending on the wage
levels and categories, These increases raised the guaranteed minimum hourly wages
to CIAT 67,50 for the lowest paid categories and CFAT 148,54 for the highest paid.

There has olso been no increase in the public sector sclary scale since January
1975 when avernge 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 hod 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 +o 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 pricé increases
for <the yeaf; For the year as a whole the index is estimated 4o have increased by
5+6 mer cent. This relatively small rise is attributable to the increase in'outputg
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 Governmente Except for water, electricity and
gasy the average prices of which were raised by 14 per cent 1977 and again by 18
per cent in 1973, the prices of all the other controlled items have not changed
since 1972, The Government introduced uniform fTixed retail prices throughout the
country in July 1977 but this hod to be abandoned when the State retailing company’
(OFTACOIT) was being undersold by private traders in the south who could do so because
of the lower costs of transportation in that region. '

10, Dmployment and unemnloyment

4dvoilable data relates only to employment by the Covernement and by the state
erterprises. Total Government employees were 37,928 in 1978 compared to 35,853 in
1977 and 32,396 in 1976. In 1975 employment in state enterprises reached 27,9004
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 maaning in many of the state
enterprises. Ais a result of this the unemployment situation should have worsened.

However, it is govermment 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,



687 -

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 highest in Africa. Secondary school enrolments were 122,963 and there were
4,815 students in higher education.

,CQongo is faced with an oversupply of graduates in general education. There is
now & definite policy to encourage training in scientific and technical fields.

(b) Heolthe As noted in the last issues of this survey, ¥here 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 estimted
at 1’44.2,000111 1977. 7

(q). Income distribution. Government social programmes pursued since the early
1970's have 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 a% 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 receipis were going to
continue at a high level as a very imporitant source of revemue. Difficulties are
still encountered in attempts at containing current expenditures and in financing the
budget deficits.

The state of the public enterprises has again atiracted much attention on the
part of the Government during the period under review. The difficult financial
position faced by most of these enterprises which led to inadeguate 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 %o
infuse new capital into the cement plant, the Societé 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 gelective recruitment practices,
some state enterprises recovered somewhat in 1978. However, implementation of the
recovery programmes was deloyed for a number of other enterprises because of a
shortage of financial resources.

e T e A ST
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The growing inability of the treditional 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 tracesble to the long neglect of small-holder
farming in favour of large-scale state farms. There has been an 1nadequate Provie
sion of modern inputs and extension services for the traditional agricultural
sectors 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 prevalllng low producer prices to make the rural
areas less attractlve. -

In an effort to revive this sector, a food crop agency (Office des Cultures
Vivriere, OCV) and 4 rcash crop agency (Office du cafe et gu Cacao, OCC) were
establishe in mid-1978., Both these offices are expected to function as comprehen—
sive agricultural development agencles providing inputs and extension serwices,

A large proportion of their funding has already been secured through external
loanss “An agricultural development levy on personal incomes ‘and a stabilizatien
fund to ‘be-financed from sales of cash crops were also introduced to help pf!vzde
' the ‘hew offlces w1th flnan01a1 resources,

Ce ]N'I‘ERNAL DEVELDPMEI\TT POLICIES

In 1979 the Government amnouced 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 pqyments through
2 reduction of both over—all budgetary and balance of payment: deficits, an increase
in domestic credit and a reductlon in the growth of the external debt, - '

Da ‘PROSPEC'TS FOR 1979 AND 1980

HWith 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 A
prices in 1979, there is little doubt that the recovery that began in 1978 will
continue probably at a faster rate in 1979 and 1980, * Industrial production is
also expected to rise as the programme of rehabllltatlng the state enterprlses is
1mplemented. :

Developments beyond 1980 will depend on whéther new 011 reserves arc exploited _

“sirce productlon of ‘the existing fields is expected %o taper off from 1980.- This
uncertalnty should underiline the importance of the current empha31s belng placed
‘on the rev1val of the agrlculture and forestry sectors. s



ETHIOPTA

A.  ECGIIGIIC Al 3CCIAL DEVELOPLEIT,, 1975/70

1, Introduction

The Ethiopian econoiny experienced a hroadly based recovery in 1975/79. The rross
domestic product cgowed 'a real growth of 5.3 per cent over that of 1977/70. Crop produetion
increased by 7 per cent, while output of state manufacturing enterprises srow by 35.5 per
cents 'lith increaced supplies avaibale the rate of increase of the Addiz Ababa ‘retail
price index was reduced to 12,9 per cent, Central Government recuurent revenue rose by
16 per cent but the recurrent expenditure was reduced by U per cent. This resulted in a
current budpetary surplus which recuced the Central Government's borrowing fron the bank-
ing cystem by 7.5 per’ cent in 1978/79 compared with the level of i877/7C. TLic coupled
with the slight decline in foreizn feserveslhelped keep monetary expansion at the dane
level of 14,55 per cent in 1975/7C a5 in 1977/78; the ma jor determinant continues to be
credit to industrial, trade and agricultural public enterprisec rather than to the Central
Government, Employment efkpanded by over 10G,000 between 1975 and 1975/79 and of this
31,000 was in permanent employment,

This very real recovery in 1970/79 over the prececing year has been realired through
the campaign for national revoltionary developments” During the period 1074/75 to 1977/73,
the major preoccupation of the people and the Provisional [lilitary Administrative Council
had been to consolidate the gains of the revolution. The successes scored on the domestic
fronts particularly during the firet half of 197G, enabled the Government and people. to.
turn the focux of their attention towards the economic front, Thus in Octover 197C, the
lational Revolutionary Development Campaign and Central Planning Suprene Council were
established by proclamation, 1/ The Supreme Council, ¢ndowed with wide powers of planning
and gcupervision of thLe national econorty, has been:'quickly staffed with qualified personnel
¢rawn fron variouc government organizations. Branch offices in the 14 adminictrative
rezions were establisched.

The objectives of the first year of the Development Campaign-Programme were: (i) to
reduce food chortages; (ii) to raise industrial production ecpecially of consumer poods,
agricultural implements, and exportc zoods; (iii) to rationalize the domestic distribution
of goods and augment the level of foreimm exchange resourcec; and (iv) to speed up the
rehabilitation of war victins and reduce the extent of cociclly undesirable activities,

The Campai m's gbjectives for the agriculture sector were to be met. throuagli expanding

the area cultivated by state farmc by 02,500 hectares and increasing the zupply of inputs
and services to private farmers. The effort in the industrial cector concentrated on o
measures for raising the productivity of existing plants through approved nanagenment, in<
creased shift working, reduced bottle necks in the flow of supplies, repair of machinery,
improved maintenance of equipnent, reactivation of tle industrial capacity in Eritrea,
and accelerated training ofﬂworképs. In the commerce sector, the strategy wac to increase
the ctate's share in cigtribution activities by providing ctate enterprises with nore
facilities and funds and strengthening their management, improving the transport system
through rore efficient utiliration of existing carrierg, and rationalizing the licencing of
trade activities. An improvement in exports was to be achieved chiefly by raizing cofiee
exporis to 100,000 tonnes through limiting smugzling and inproving transportation as well
as by crwwing down stocks. The objectives in the socizl services area were to be net
through rehabilitation, settlement, and retraining programiec,

l/ Jee Proclamation j;lo. 150, 197C, ilegarit Gazeta iscue.
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In order to facilitate the implementation of the Caumpaign Programme as well as to
improve the organizational capability for the development effort, the former lLinistry of
Commerce and Tourism was split into liinistries of Foreign Trade, Internal Trade, Coffee
and Tea and a commission for tourism while the former liinistry of Agriculture was split
into Linistry of State Farms ancd the liinistry of Africulture,

In his speech delivered on September 13, 1979 commemorating the Fifth Anniversay of
the Ethiopian Revolution, Lt., Col. Mengistu Halle karian, Cha1rman of the Provisional
lilitary Administrative Councxl 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 has hit O3 per cent of the planned target for the year, ... In

the development of state farms, it was planned to cultivate 02,000 hectares of land,

At the initial stage, although it seemed to be difficult to 1mp1emen% the plan, it

was later on possible to h1t the target". 2/

: Encouraqlnﬂ 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 Seconc 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.

Hith the full drive of the Government to economic and u6¢1al development and with

the encouraging results so far achieved, the prospects for 1979/80 as well as for sub-
sequent years appear brighter,

2, GDP by industrial origin

From 1973/74 to 1977/78, real GOP growth was 0,9 per cent per annum reflecting the
difficulties encountered in socio—economic development as the cdiversion of resources
towards defence and maintaining intermal 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 1963/60 to 1972/73 and compared with
only 0.4 per cent growth per annum realized during the period 1974/75 to 1G77/7C.
Part1cularly1n.1977/7u, GDP declined by 0,9 per cent over the previous year when a .
maximum defence eflort was made.

‘ Much of the growth in GOP in 1978/79 is attributable to the good harvest and improved -
industrial, water znd elctricity production as well as better results from transportation
and distribution. It should be noted that unllke the commodity production and distri-
bution sectors, the rate of growth of other serV1ces decllned malnly due to the redvection
in admlnlstratlve and defence expendlture.

%/ See EthiopianVHerald, 14 Septémber 1979, p. O.
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Ethiopias Table i. GDP by source, 1975/76 to 1979/30 {millions of Ethiopian birr)

1975/76  1976/77 1977/739./ 1978/795/ 1979/80-/

| GDP at chpeﬁt factor costlby:source_ o o
Agriculture, forestry, fishing 2 738.8 3 197.9 3 466.5 3 5715 3 746.

5

Mining 11,6 8.7 7.8 7.3 8,1
Lianufacturing 555.9 612.7 610,0 710.5 750.1
Electricity and water - 35.3 38.9 39.3 4.5 56,8
Construction o T 18C.2 207.9 211.0 229,.5 369,0
Wholesale and retail trade  56S.4 - 611,3 592.5 ¢ 75249 766.2
Transports and communications 281.3 209.1 - 2080.2 332.2 346.1
Services 1 083.2 1 146.2 1235.0 1311,9 13112
Total o - 54927 6112,7 6 460,3 6 961,38 7 337.7
.'Indxrect taxeo less subsidies U A74,0 690,3 74545 824.,0 - 530,56
" Total at market prices | 5966,7 6803.0 72058 7785.8 8218.2

GDP at- 60/51 factor cost by source’ :
.Agrxculture, forestry, flshlng 1 953,6 1953.3 1922,2 1968,4 2 046,1

Industry - Hanufacturlng : . 172,0 176,0 169,1 215,2 233.9
Industry - other : R 12,0 426.0 L14,0 442.0 560.3
Services R 1453.0 1490,3° 1 504,0 1 596.,1 1 637.7

Total 30%.2 4 OLSS 4 009,3 42217 4 28,2

Total at 1960/61 market prices 4 466.2 4 735.9 4 7548 5 046.7 5 408.7

Source :‘Goyfg of Eth, Central Planning Supreme Council; Planning and Programmes
Departuent, 5

a/ Preliminary.
- b))+ Targets,

3. 'Selected eéonomic sectors

(a) Anrlculture, foregtry, fishing. The agriculture sector accounted for over L6
per cent of GDP and over 90 per cent of exports in 1978/79. Firs t priority in the
Development Campalgn had been accorded to this sector, '

This sector haa 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 1973 /76, ise. immediately after the issuance of the
Proclamation which made all rural land public property, the agricultural sector registerzd
a real growth of 2.7 per cent over the preceding year. There was, however, subsequent
decline since then up to and including 1677/78 = due to a reduction in the area cultivatc.
as consequence of counrter activities by {ormer landlords and transportation bottlenecks.
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In 1970/79, output of the agriculture sector grew by 2.3 per cent in real terms, This
growth rate is slightly lowér than the one achieved in. 1975/75 as well as lower than the
annual rate of population growth. As a result of development campaizn efforts, however,
real growth of the agriculture sector is expected to expanc by 3.9 per cent in 1579/50,

Over 95 per- cent of the cron production originated {rom peasant farmz, There are
curreatly over-25,000 neasant associations with about 7 millioh meibers. Policies for
raising output from the peasant sector include the provision of fertilizers, improved
seeds and improved practices for cultivation ac well as the continued promotion of co-
operative procuction. C T '

The area under cultivation and production by state farms hes been increased and
strengthehecd. Government nolicy is for state farums to concentrate on the cultivation of
raw materials for domestic inductries and for export while leaving food cropg for the
cnall holder peasant producer, )

(b) Manufacturing, ~Tlanufacturing accounts for only 5 per cent of the mross domestic
product and the ranze of products in the main covers food, beverages, textiles, leather,
footwear, and tobacco. Output of this sector which showed real grovth rate of 2,4 per
cent per’ annum during the period-1976-1970 showed an unprecedented growth of 27,3 per cent

in 1970/70 over the. preceding year. . - :

The weak performance of the manufacturing sector manifested in the posterevolution
period as a result of inadequate supply of spare parts, raw material shortages and mower
failure had been significantly improved.by the Zevelopment Campaign. State manufacturing
enterprises which account about 90 per-cent of manufacturing output expanded their gross
value of procuction by 35.5 per ceat thus enlarging the rolative contribution of this
sector to. GOP,: ] - S . L

The food sub-~sector which accounts for 30.4 per cent of total manufacturing output
-increased its output by 35.1 per.cent over thet of 1977/78. The second largest sub—sector
textiles registered an increase of 34,5 per cent. During the three years preceding the
Development Campaizn, the manufacturing index output had fallen by 3.5 per cent but the
strong recovery in 1970/79 more than restored all the fall in this difficult period,

(c) iining, petrolcum and energy.althiough this sector accounts :for only 1.6 per
cent of real GUP, 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 smallescale mining operations exist; gold
in the southern region and platinum in western region. Gold and platinum mining which -
had been stagnant cdue, partly, to obsolete technology used and partly due to security
conditions are expected to improve in 1979/30 as the result of the development Campaign.

Electricity production lLiad 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. '
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(d) Construction. The free Gvallab111ty of land since the issuance of the - .-
Proclamation which made urban land and extra houses public property tovetler with the
easin® of credit and the forumtion of housiny co—operatives has spurred recidential
construction activity. The shortaze of bhuilding materials particularly of cement has,
however, constrained the sector's progress. Atteupts are currently being macde by the.
Lidnictry of Urban Development and Housing to rationalize the use of cement through
improved standardization of housing construction. Construction activity is expected to
remain buoyant.

(e) Transport. The overland transportation bottlenecks, which constituted a
serious problen in 1977 and early 197C, have been larzely overcome through the acquisition
of additional trucks and improved managemernt of truciiing 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
llassawa =~ Acmara have been overcome,

‘Az far as the expanulon of the road network is concerned, the fifth hizhway programae
which began in 1976 had ained at upgrading 1,150 kilometres of roads to paved standard,
resurfacing C55 kilometres of asphalted roads, constructing 3.103 kilometres of feeder
roada, and opening 5,340 kilometres of rural roads. The inadequacy of external resources
has been a major constraint in the realization of this programme.

Le Expenditure and the GIP

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 0,89 during 166G/70-1071/72, declined to 0,37 in 1973/74 mainly as a result
of drought, but rose to 0,92 and 0,95 in 1975/75 and 1976/77 respectively, Public
consuiption which accounted on the average for 10 per cent of GUP during the period
1969/70*1971/72, rose to 1 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 1977/70 and 1978/79 consumtion expenditure was continued at hizh and increasing
levels but in 1970/79 the strongest rlse was 1n pirivate consuuption.

Gross fixed capital formation grew at annual rate of 2.7 per ceutin the first half
of the 1970s. Although there was a growth in investment at current prices since 197%,
the level in real terms had been continuously decliningz.

Investment expenditurerose Jtron«ly in 1978/79 as a result of the Jevelopment
Campaign but in that year wasz financed largely from the much greater inflow of external

resources, . B

S5« External trade and balance of payments

v

Rge trade déficit had fallen to only ETB 38,0 million in 1977 because of the high
world coffee prices but in 1970 it widened to record the particularly high figure of

ETB 300.1 million as coffee prices were falling at a time when imports had risent both
because of Ligher prices and a higher volume, the latter generated by the boom in coffee
prices in the previous year.




Ethiopiar Table 2. Expenciture and GOP, 1975/76 to 1970/79 (millions ¢ Ethiopian birr)

975/76  1976/77  1977/7:% agpe/rcd

Private consumttion LGS 54625  56%B.7 6 46,5

Public consumption 566,0 005, 1 1 191.5 1 220,0
Groos comestic capital formation 09,5 554 570.6 732.7
Chiénze in stockc - - - 7

Ixport: of gﬁods and  services
less importz of goods and services =530 ~220,0 =215,0 ~513,7

Total 7 5966.7  6303.0 7 205.8 7 7058

Source: Government of Ethiopia, Central- Plannlng Supreme Counc11 Plannlng and
PrOFrammlnv Jepartment.

3/ PrOV1510nal.

Ethiopia: Table 3. External trade and balance of payments, 1975 to 1979 (millions of
Ethiopian birr)

o : o ' Jan.-Apre
1975 1976 1977 1978.. 1979
External trade
Txports . 497,0 3C0.6  63S,0 633,60 221,65
Imports. ] - 64745 7259.5 T2745 G427 ° 353.5
Balance - -lm-l "'138 .9. "'38’.3 -BCB.J- '-'132 .0

Balance of payments N
Goods and services (net)  =170.5 -197.5 = =2383.0 ~406,3

Private trancfers (net) 29.0 L4 .9 29,0 40,2
Government transfers (net) 52,6 8547 . Ohe2 133.3
Capital \ 133.7 = 1.5 350 25,3
Reserves and related items -10,C 203 125,60 101.3
Errors and omissions 2647 ~10.4 G2 25,2

Source: IL.F, International Financial Statistics, vol. XTI, o, 10;‘Oct6béf 1979.
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Ethiopia's exports consist mainly of coffee, hices and skinc, oil seeds and pulses.
Coffee accounts for over-70 per cent of the total value of exportc. The value of exports
whiéh had'increased by-18.7 per cent in 1977 over tlat of 1976 declined by O per cent in
1976 chiefly cue to the drop in coffee prices anc the reduce’ level of oil seeds anc.
pulses exports, Efforts are being mace through the Development Camnaizn to compensate’
for the fall in'prices through increasing the quantity of exports, The target for 1979 /00
in the Jevelopment Campaign is for a 45 per cent rise in the value of exports.

The quantity of coffee exported increaced from 43,200 tonnes in 1977 to 66,300 tonnes
in 1978 but the value dropped from ETB 51,3 million to ETB 02,3 million. Some 20,000
tonnes have alreacy been exported during the first quarter of 1970. The Uevelopment
Campaign has set a target of 100,000 metric tonnes of coffee exports for 1979/60. .

he value of hifes and skins, the second largest exports, increased by 39 per cent
in 1975 ac a result of the hish pricec preveiling in international marketc, Exports of
oi! seeds and pulses, however, dropwes substantially.

The value of imports increased by 29,5 per cent in 197C over tle level in 1977. In
the Zivst quarter of 1979, they rose by 51.5 per cent over the correcponcing period in
1978 ‘showing-a particular high rate of increace., In 1870 the value of rai materials and
,Qéémiffinished'goods increased by 43.3 per cent. :

"'The share of capital goods imports.(zzchiney and  transport cquipsent) increased froa
27,0 per cént in 1977 to 38,3 per cent in 1978, an indication of the revival of invest-
ment activity. T : o e : '

e balance of payments is a major constraint upon economic growth. In 1978, the
country's balance of payments pocition deteriorated and the international reserves of
Ethiopia were recuced by ETB 11,3 million a’ter a fall of ETB 125,06 million in 1977. The
worsening of the basic pozition was mainly cue to the rise in the current account deficit
and a further fall in the net inflow of canital. The net capital inflow. had been '

ETB 111.6 million in 1976 but fell to ETB 35.0 million in 1977 and ETB 20.3 million in
167C. ‘

6, [Development aid and external debt

‘Net grant receipts have increased in value, from ETB 32.9 million in 1971172 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., Althougzh the terms of
new loans and credit commnitments appear to have hardened recently, the share of grants in
total external assistance has increased and the over—all cost of external resources, i.e.
loans, credits and grants have not increased. '

In 1978, total foreign loan drawings by government including autonomous agencies
amounted to ETB 131.,3 million, an increase of 22,9 per cent over 1977/. This significant
increase was due to the disbursement of ETB 29,1 million from the IMF Trust Fund. The
International Development Association still maintains its position as the wajor contri-
butor and during the period under review accounted for 51 per cent of the drawings.
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) The total outstanding externmal 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 21,0 million which which Sweden wrote off, Ethiopia's indebtedness grew

by 11,2 per cent per annum during the period 1970-1978. :

The total cebt servicing (principal plus interest payments) totalled ETB 0.7
million in 1978, a swall decrease from the level of 1977, The country's debt service
ratio to total experts, however, increased to about 9.3 per cent in 1978 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 averaje rate of 20 per cent per annum
since 1975/76 and current expenditure has risen by 13.4 per cent a year. Thus in 1978/79
provisional results show a small current account surplus, Capital expenditure has risen
less rapidly than current expenditure and was ETB 350.6 million in 1975 /79. The deficits
on current account anc capital expenditure have been financed by foreign grants and loans

‘but more simnificantly by internal loans. In 1973/79, bowever, due to the restoration of

‘peace and order, current expenditure declined by 5 per cent while current revenue increasec
by 16 per cent, The $mall surplus generated together with foreign grants and loans of

ETB 198,5 million enabled central government borrowing from the banking system to be
reduced to only ETB 81,2 million.

Ethiopia : Teble 4. GCoverament revenue and expenciture, 1975475 o 1675/00 (millions
of Ethiopian birr) ‘

1975/75 1976/77 1577/75 1978/79%] 1979/803/

Recurrent revenuc 7el.1 1 G;Q,g 1 152.5 1 347.C 1 555{2
Recurrent expenditure G758 1 01S.5 1 335.9 1 276.5 1 53405
Surplus/déficit .~ .. Ok - -C.1 -173.1 GOuL 5943
Foreign grants o Y PR 55,5 55,6 35,07 151.6
External loans and credite - 121.9  1054.1 S 9.3 159.7 - 203.0
' Capital expenditure -~ '~ 202,9 35,0 316,k 350,60 70,9
Financing required ' 175.5 17300 4G o149 303,2
Internal_loansg/ 7 22043 125.1 5.0 C1.2 353.2
‘Over-all balance :  1.7 ~47.C o4 0.7 il

Source: Governuent of Etlionia: uiinist of Tinance.
a/ Provisional. -
b/ Budget ectimatec.

=/ From banking systeil.
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For 1S79/50 tlhe budaet estimates show a rice of 15.% per cent in current revenue
3 : H .
but a nmuch larger increase of 29.5 per cent in current expenditure. This resulta in
[C) h
a current deficit of ETB:CC.3 million and as capital expenditure is to rige to T.D /Ol.05
million, internal loans of ETB 3¢3.2 million are required to cuonlement foreizn grants
of 151.5 million and foreign loans and credits of ETE 205 million.

© T .
Ue lioney and banking

Given the trends in expenditure cince 1574, anc¢ despite good revenue performance,
the Government hias hacd to increase its reliance on domestic borrowing. Sincc the
borrowing had been from the banking system mainly from the Hational Bank of ¥thiopia, in
the form of long-term bonds, it had a considerable influence upon money supply.

Credit to the Govermment has become a major determinant of money supply since (1975
but claims on the private sector and on other financial institutions has also increased
substantially. Since December 197¢ net foreim assets have declined. The ratio of uoney
plus quasi-money to GDP has increased from about i5 per cent in 1973/74 to about 22 per
cent in 1977/7C which is belived to have contributed to inflationary preccure,

Ethiopia: Table 5. Monetary survey, 1Y/ to 1979 (millions of Ethiopian birr)

End End . End ‘End pril
: 1975 1976 1977 1976 1979
Net foreign assets -~ ' 645.2  671.2 576.0  417.1 390.9
Domestic credit: 4 . .
Net claims on Government 259.3 4451 6057 808.4 346.1
Claims on privace sector . 460443 466.7 565.2 731.5 837.8
Claims on other financial institutions 112,9 135.3 171.0 200.2 353.3_
Money ' 883.0  000.6  985.,0 1210.7 1 255.4
Quasi-money | 3018 449.9  473.2  483.2  496.9
Other items (net 297.0 453.7 462.5 545.3 675,?

Source: IiF, International Financial Gtatistics, vol. XXKII, No. 10, October 1979.



In 1977, despite the zovernment's heavy borrowing from the banking system monetary
expansion neasured by the growth of money and quasi-tioney roge by only 743 per cent but
in 1970 the increase wac 24,7 per cent an? an important factor behind this eXpansion has
been- the increase in credit to the non—government sector in order to finance the Develop—
ment Campairn, Total domestic credit was ETD 1,026 million at December 1975 a rise of
35.8 per cent over the level of December 1977+ In the first four months of 1979 monetary
growth fell to only 3.4 per cent,

9. Employment, wazes and prices

. Public sector employment increased by about 100,000 between 1975 and 1978. In public
sector manufacturing the number rose from 40,000 to 75,000, in state farms from 60,000
to 06,000, and for the central government from 40,000 to 100,000, Part of the increase
in public sector employment, however, represents former temporary workers being given
permanent employment,

 Binec 1975, with the land reforn, and with rising agricultural prices (especially
for food), the rural-urban gap has probably narrowec, The ratio of food to non -food
prices in the Addis Ababa retail price index, has risen roughly one-third since 197%.

The averapge wage rate hac ricen since 1975 due to successive increases in the vaneno
and calaries of the lowest-paid workers. Thei remunerations were increased in stages
until the level of ETB 205 per month for civil cervants and ETB 450 per month for enployeen
of public enterprises was reached. 'ages above that level bhave been frozen since 1975, A%
present, the Uapes Board which wasg recently established is undertaking studies in order to
formulate a framework for wage deternination and government policy,

As far as prices arc concerned, the Addic Ababaz retail prices index which rose by
21,8 per cent in 1976/77 and 18.5 per cent in 1977/7C showed a lower rise of 12,9 per cent
in 1978/79, Further falls in the rate of price increase are expected as proluction
increasesc and distribution improves ac a result of the Jevelopment Campaigzn.

Addic Ababa Retz2il Price Incex

Q IIAT5 1978/75 19S/T7 1971/ 1978/79

Total incex 161.5 162.2 234.2 277.7 313.6
Food 16G,.4 207.1 . 2580 315.6 368,90
Cloting 1

8he> 199.6 210,2 234.6 257.1

10, Review of social cevelopment

The major activities in the area of social development highlighted in the Jevelopmen’
Campaign include a co-ordinated attack on socizl problems such ac unemploynent, orphanare.
illiteracy, etc, In the field of education, the long-term pgoal as indicated in the
flational Denmocratic Revolution Programme, is to eliminate illiteracy, eventually to
provide {rece educztion to the broad masses and to emphiticize in education the studies of
science and technology. The attack on illiteracy through the mobilization of students
and teachers and the lelp of Urban Dwellers Acsociation and Peagant Associztion has had
successful results during the First Year Development Campaign. The illiteracy rate which
was estimated at O3 per cent in 1977/78 is believed to have dropoed to 7h per cent in
1673/79. The effort iz to continue during 1979/3G.
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B, [AJOR PROBLE;Z

In his speach nark11f the 'Sth Anniversary of the Ithiopian levolution, the Chairman
of the Provisional iLiilitary Adminisctrative Council has identified certain outstanding
problems facing the econony. These are: .

1. OShortate.in investment and savings: the low level of investment has acted as a
serious restraint on the expancion of agpgregate output. Lo domestic savings
are a major determinant of this low level of investment,

2. Shortcomin~s in the conctruction industry: activities of the construction sector
have been constrained by shortages of cement and by soaring prices of building
materizls, The impact was scerious particularly in residential construction wherx
a2 gerious houcing chortaze exicts.

3. The large trade deficit and the drain in foreign exchange recerves: ac a recult
of fast increasing imports relative to exports and particularly the continuous
rigse in prices of imported fuel and capital poods there has been 2 deleterious
impact on the country's foreign trade balance,

4w Inflation: = as 2 result of increase in prices of imported fuel and manufacture:
' 7oo0s; the low agricultural and industrial output relative to aggregate démand;
and wezhnesses in domestic diztribution of commocdities, the continuous increase
of prices has had adverse effects on the already lou standard of living, Althoug!
the rate of increasze of the Addis Ababa retail price index dropped from 13.5 per
cent in 19 77/7u to 12,9 per cent in 197u/79, tlie drop has not rea2lly been comnen-
surate with inereasec in aﬂrlculturel and industrial nroduction observed in

1070/70.

e uhortabcu of basic goods to neet deve‘opmental and consumer needs: in this
category fall commodities which have high linkale, e.’e« cement and 1nduutr1a1
raw naterials guch ac wheat and berley.

Ce Unemployment: althousl: comprehensive and reliable unemployment data are lachking,
and there are indieations thot the unemployment problem is improving, never-
theless, beczuse of the ueep—‘ooteu natwre of problen and the relatively liigh
‘growtr of high zchiool leavers and drop—outs, unemployment remaing a major area
of concern. .

C. IITERIAL SEVELOPLENT POLICIEQ

The First Year Developnent Campaim Programme focused on apgriculture, industry, and
trade while construction, transport and comnunlcutlon, healtl, education ond water sectors
were alco incorporated in the programie. The Congress of the Supreme Council met in early
October 1970 and has aporoved the Second Year DUevelopment Campaign’ Lro~ramme. The SCecond
Year Development Campairn seems to be more comprehensive that the First and attemnpts to
taclkle the problems indicated previously,

he objectives af the Second Year Developuent Campaion ares



1, To encure that basic consumer goods such as food and textiles are produced to
neet cdemance of the consuners and to provicde improved services andé management
in houslnu, schools, notable water, trancport and the like; '

2 To strengthen the complementarity between agriculture and inductry. This
neans encouraging the agricultural sector of the economy to produce enough raozu
moterials both in quantity and quality ac are needed for the industrial sector
of the economy, and the latter's provision of supplies of various locally
produced implenents and tools:

3. To malke improvementc on the foundation laic co far by the First Development
Campaign to solve the problem of unemployment and illiteracy, and to provide
nececsary support for orphans, and war victimao;

L To strenpgthen the participation of govermment and nass organization
tion and diztribution so ag to improve thece and help stabilize pr 1ces; .
5e  To augment the foreign exchange earning of the country by increasing the
quantity and variery of exportnble agricultural commodities and industrial
- products;

6. To enéourage ana increase work productivity throuah preparzng an incomes p011cy
based on equality and justice;

7« To strengthen and expand producers and service co—operatlve in order to enable
the developrent of a moderr: production system

In order to realize the above objectives, strategies adopted by the Sacond Year
Development Campaign Prosramme include: (i) increasing the level of cavings and invest-
ment, (11) raising the productivity of land, labour ang capital, (111) employing .
more labour intensive techniques, (iv) improving the organlzatlonal efficiency of state
and mass organi—ations, and (v) expandiiz output of exporiable commodities.,

D, PROCPECTS FOR 1979 Al 1900

Prospectsc of econoidce and "ocxal development of Gthiopia in 1970 and 1900 appear
brighter, As a result of efforts made during the Jecond Development Campaingn real GDP
ig forecact to increase by 7.3 per cent in 1979/u0. Asricultural GUP is expected to chow
real grouwth of 3.5 ner cent vhicli iz hisher than the 2.0 per cent annual ponulation growth
rate and ic o clear indication of the desire for Ithiopia to eliminate food chortages ac
swiftly ac p0551b1e. Lianufacturing GDP is expected to expand! by close to © per cent in
real terms.

Grogs fixed investment of TTD 1.3 billion is planned for 1070/80 which is about 17
per cent of GDP at market prices and represent a significant improvement over the
Previous years, -

ilowever, it ic important to realize that the country's economic growth targets will
continue to be constrained by balance of payements difficulties. Ithiopia's exportc,
with over 90 per cent originating from the agriculture gector, are exposed to vicissitudes
of international market prices. Imports have been growing much faster than exports largely
due to the sharp increace 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, tlie recent oil
price escalation lac become a serious threat to Hthiopia's economic development.




. EATERIAL RESOURCE RIEQUIRT ZITC FOR ETHIOPIA

1

During the ten year period from 18G0-1969 to 1977-1670 external technical assictance

received by Ethiopia averaged ETD 73.7 million a year while the gross inflow of external
loans averaged ETB 101.4 million, Total debt cervicing was ETB 50,0 million in 1977/75

*

so after allowing for debt serviecing the net icflowcof external loans andd ‘agsintance was
TR 1290,4 million im xoat yoar.

Decpite Ethiopia's potential, her exports are limitec to 2 few agricultural products
with coffec actounting for close to 70 per cent of current export earnings. It ic projecter
that major improvements in the purchacing power over the estimated increase of about 1.5
per cent yearly only in the 1970's are unlikely to be achieved in the 1930's since prices
of certain comnodity imports like fertilizers, chemicals and oil are expected to continue
their uUpward trend, It is, for example, being anticipated that in 1979/00, fuel imports
could claim over 35 per, cent of Ethiopia'c total export earnings. These elements indicate
that an increacing flow of aid to Ethiopia will be nceded in the 1900's.

According to sone more projections uncdertaken recently by UNCTAD, it is projected the’
under a scenario of a target growth rate of GDP of 5 per cent in the 10805, Ethiopia
would have a trade gap of approximately ITD 241,05 million or about 3 per cent of GUP in
1972/00 and of about ETB #04.5 million or 4 per cent of GOP by 1990. Under & scenario
of.doublinérof per capita GDP by 1989/90 sugzested by the Committee for Developument
Planning for least develpped countries, tlic projected trade gap would be of the order of
10 per cent of GOP in the 1665-1960 period. These projectionc clearly shou th¢ extent to
which there ic a need to increase the flou of external assictance to Ethiopia if it bhas to
achieve a larger nmeasure of self-relionece and to succeed in its commendable present
developuent efforts, ‘

The firts key areas idenfiﬁied foir aicl application in Ethiopia is the agriculture
sector where there is: (2) considerable unutilized development potential with over 110
million hectares of arsble land of which only about 10 per cent is currently cultivated;
and b) large animal resources which have not yet been fully exploited. The cecond area
of immediate aid application is manufacturing. This cector is saddled with dilapidated
machinery whose replacement is overdue, iioreover, demand for basic industrial consumer
poods 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
studiec indicate that the country may be faced with a shortage of ‘power supply by 19CH.
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GABON
A ECONOMIC L¥D SOCILL DEVELOPMENT, 1978-1379

1. Introduction

The economic stabilization programme introduced in 1977 had greatest impact in
1978 and there was s very large fall in investment 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, Thae
stabilization programme was introduced because the public debt had risen so rapidly
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 wvalued at around OFAF 130 billion
while exports were in the regiodn of CPAF 275 billion. The large trade surplus was
used partially to cover the gap in earninzgs from services but also to repay scme of
the debis built up in the years to 1976. EHowever, despite these movements it was not
until 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 1377 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 18.8 per cent in 1976, By May 1979 consumer prices were 8
per cent higher than in May 1978 so the trend to lower inflation has continued.

Prospects for 1979 are better bagically 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
1tself will be deflationary. On balance OLP 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 GD¥ 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 in 1975 In contrast, both manufacturing and agriculture showed continuous
increases in their contributions to GDP in 1976, 1977 and 1978.



- 83 -

Jabon: Table 1. GDP by sowrce, 19751378
(billions of CFA francs) '

At current prices 1375 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
Mamufacturing a/ 19.8 28.9 - 32530 0 73508
Construction 55.7 168.2 7.7 41.5
Wholesale and retaill trade 33,1 £8.9 40,0 23.0
Transport and communications ©17.2 27.8 24.2 20,8
Other services : : 43.6 T0.5 7442 551
hAdministrative services 26.0 35.5 43.7 41.6
Total GDP at factory cost b/ - 430.6 £80.6 584.9 468.6

Source: Bulletin de l'Af:ique Noire, No. 1013, 25 juillet 1979.

a/ Includes electricity and water.

Q/ GDP at market prices less import duties.
l} N

3. Selected economic sectors

(a) 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 CTODS,

Gabon: Table 2. Agriculture and forestry production; 19751378

1974/75 . 1975/16 - 1976/77° - 1971/78
Commercial crops ) ‘ . '- ‘
Cocoa (tons) 4 869 4 549 3 573 3 718
Coffee (tons) 103 203 360 502
Sugar (tons) .o cos 3 300 7 000 .
Forestry 1975 1976 1977 1978
Okoume (thousands of 3) 1-068 . 1095 1273 1 226

Ozigo (thousands of m”° 15 : 81 70 69

Source: Marchés Tropicaux et Mediterranéens, No. 1758, 20 juillet 1979,
Bulletin de 1'Afrigue Noire, No. 1003, 16 mai 1979,
Bangue des Etats de 1'4frigue Centrale, Etudes et Statistiques, No. 60,

mars 1979,

In 1977/78 there were betier 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.
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Livestock halftings are very small and the fish catch is minimal ir realtion to
the potential so there are substantigl imports of meat and fish for consumption.

..Borestry production recovered in 1977 but there was a smali fall in 1978 with
koune production 3.7 per cent less. As mentioned in last vear's Survey the project
for 'a"wood cellulose plant is now under way. '

(2) Mining, including petroleum. Uranium production in terms of metal content
exceeded 1000 tons for the first time ir 1278 and the total of 1,022 tons compares
with 965 tomnmes in 1276 and 906 tonnes in 1977. Lxports fell from 1,079 tomns in
1976 to 1,072 toms in 1977 and 14018 tons in 1978, Output of manganese was reduced -
for the metallurgical ore but increased for the bioxide. 4s shown in table 3s however,
total manganese ore production was only 1.71 million tons in 1978 compared 2,265
million tons in 1976 and 1.918 million tons in 1377. The fall in export demand
vag.mainly responsible for this declite in production.

The years 1975 to 1977 were peak years for production of crude petroleum
but™in 1978 there was a fall in output from 11.267 million 10.6 million tons &% a
time of relatively poor world demand. As a2 greater proportion of the output in 1978
was processed domestically this meant that exports of crude petroleum were reduced
from 9.7 to 8.9 million tons. During 1978, new fields were discovered and are being
brought into production.

Gabon: Table 3. Mineral and petroleum production, 1275-1978

1975 1976 1977 1978

Uranium metal (tons) 677 1079 1 072 1 018
Manganese ore (thousands of tons) '

Metallurgic o 2 186 2 203 1 840 1 616
Bioxide ‘ ‘ 44 62 78 94
Crude petroleum (thousands of tons) . .. 11 315 .. 41 324 11 267 10 600

Source: Bulletin de 1'afrique Noire, No. 1003, 16 mai 1379

Bxploration for minerals is being continued in Gabon and various new deposits
of petroleum and manganese ore have been located.

(g) Manufacturing. There has been a rapld growth in new manfifacturing _
establishments over the last few years and, despite the stabilization programme, - - > -
there was.a.rise in the value of output in 1978. However, the output from industries
using local timber was affected by the low level of demand on extérnal markets and
output of veneers and plywood was reduced. Similarly, production of cement fell
in 1978.in line with the lower demand from the construction industry. Output of
petroleum products increased as more use was made of the oil refineries. . -

The deernment is actively pursuing its policyaof"industrialization and, as mentioned
earlier, the project for the production of cellulose wood-pulp is now under development,
Apart from this large project, smaller enterprises are now being emphasized.
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Gabont Ta” le 4. Output of electricity and selscted 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 hl) : 341 374 462 519
Other drinks (thousgnds of hl) 95 125 187 183
Cigarettes (tons) 324 347 292 295"
Textiles (millions of metres) E/ : . 6.47 4.05 6.04
Petroleum products (thousands of tons)“g/ 201 1 454 1 592 1 714
Cement (thousarnd of toni) g2 107 180 134
Plywood (thousands of m ) £3.6 Td.7 73.6 68.5 -

‘Sourcet Bulletin de 1'Afrique Noire, No. 1003, 16 mai 1979.
a/ Crude treated.

E/ Prints,

(g) Electricity. There has been a high growth in electricity producticn since
1975 and output in 1978 was more than twice as high as in 1975. Installed capacity
of the Societé dl'Energie ‘¢t Eau du Gabon was 205,613 KVA 3n 1978 and output was
513 million kWh. DMNost electricity is used by the large industrial erterprises but
the number of domestic consumers is increasing rapidly. .

(gg Construction. The boom in this industry peaked in 1976 but since then output
has fallen very drastically and the contribution of the sector %o GDY at current
prices in 1978 was less than in 1975. The economy becamna 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.

(z) Transport services. As shown in table 5, there was a particularly sharp
fall in the tonnage of goods unloaded at the iwo main poris in 1978, the total of
676,200 tons being 50.4 per cent below tne 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

slso show reductions of T.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 CFAF 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 Nkjole 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 lLibreville ‘ | "
Freight loaded (thousands of tons) 190.7 160,.2 145.8 190.5
Preight unloaded (thousands of tons) 52047 1 088.2 1 176.7 582,.5

Port of Port Gentil
Freight loaded (thousands of tons) 10 725.2 11 555.6 12 40%.3 11 790.3

Freight unloaded (thousands of tons) 172.5 208.2 185.6 337
Iibreville Airport '

@;ssengers handled (thousand) - 388.0 493.,0 505.0 46740

Freight (tons) 21 465.0 32 279.0  46°903.0  33-151.0

Source: Bulletin de 1'Afrigue Noire, No. 1013, 15 juiliet'1979;‘Nb.;1021,
24 octobre 1979.

A Expenditure and GIP

The sharp fall in investment expenditure since 1976 has already been mentioned.
In 1978 the total of gross fixed capital Tormation plus stock changes was reduced
to CFAF 120.5 billion equal to 23.7 per cent of GLP; in 1976 the totals had been
CFAFP 528.5 tillion and 73.5 per cent of GDP and in 1977 CFAF 301.8 billion and 47.5
per cent. The very high level of investment in the years 1375 to 1977, equal to
61.2 per cent of the GDP in those three years, was clearly unsustainable and was
ecreating severe strains in the economy.

Gabon: Table 6. IExpenditure and GDP, 1975--1978 (billions of CPA frahcs)

At current prices 1975 1976 1977 1978

Private consumption - 108.7 118.3 = 140.3 156,2
Public consumption : 565 76,0 " 95,0 - 124.9
Grogs fixed capital formation 258.1 435.5 22644 103.4
Change in stocks - . 24.8 93,0 75.4 17.1 ' -
Exports less imports of goods )
and services 14.3 -3.7 98,6 107.0
Total GDP at market prices 462.4 719 .1 635.7 508.6

Sources ECA egtimates and national data.

Between 1375 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 trade and balance of pavments

Crude petroleum production was reduced in 1978 and prices on world markets 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 sdurce shows exports valued at CFAF 330
billion in 1977 and CFAF 287 billion in 1578.

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 .

Qabon: Table 7. Ixternal trade and balance of payments, 1975-1278,
illions of CFA francs)

1976

1978 a/

1975 1977
External trade
Exports 201.9 271.5 269 .0 275.0
Imports b/ 15,7 153.0 163.4 130.0
Balance 6.2 118.5 1105.6 145.0
Balance of payments
Goods and services (mnet) 14.5 10.3 “19.6 ceo
Private transfers (net) -10.5 ~13.9 ~17.2 -
Government transfers (net) 8.5 10,2 8.1 ces
Capital (net) 2.3 -10.2 -15.0 -
Reserves and related-items -3.9 4e1 25.9 eee
EBrrors and omissions -0.3 -0.5 —-21.4 -

Source: IMF, International

Minancial Statistics, vol. XXXI1I, No. 11, November 197"

a/  Very rough ECA estimates based on incomplete data.

E/ Derived from IMP DOT publicaticns.

The balance of payments in transactions in 1976 and 1977 led to a high reduction
in the level of the couniry's external reserves.
two years noved. outwards because of a very larg short—term capltal outflow which

outveighed .the inflow of long-term capital.

The net capital flows in those

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 and <1977.

However, there was little recovery in net foreign assets in

1978 itself although a movement in this directicn started in the first half of 1979.

It has been reported that the exterral debt of Gabon had fallen substantially
in 1979 indicating that significant repayments had been made.
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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 forelgn borrowing was used for much of the increased investment and as a result
the disbursed foreign debt reached U3 1.25 billion at the end of 1977, This
gum is equal to more than CPAF 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 waé CFAF 22 bpillion,
The balance of payments shows net receipts of govermment transfers of CFAF 8.5
billion in 1975, 10.2 billion in 1976 and 8.1 billion in 1977.

Ta 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 Tepay
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 repaying debts and if these sums are excluded total
expenditure falls from CFAF 188,3 billion in 1977 to CFAF 123.7 billion in 1378
and CFAF 160.8 billion in 1979. o ' o

Gabon: Table 8. Covermment revenue and expenditure, 19751979
(billions of CFA francs)

1975 1976 1977 1978 1979
Receipts - 151.4  193.1 255.8 242.5 282.4
Recurrent expenditure 44.2 &/  58.2 a/  B4.6 af 87.2 86.2
Capital expenditure . ,
Public debt - 19.6 " 28.4 C67.5 7 119.8 121.6

Source: Bulletin de 1'Afrique Noire, No. 1021, 24 octcbre 1979

g/ Includes capital expenditure of CFAF 6,6 billion, 7.4 billion and 12.2
billion respectively. ‘ o

The rise in Govermment current expenditure, excludirng 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 CHFAF 87.2 billion to CRAP &6.2 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. DMoney 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 rige
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
1977 but little change in 1978.

Gabon: Table 9. Menetary survey, 1975-1979 (billions of CFA francs)

End End End End May
1975 1976 1977 1978 1979
Net foreign assets 26452 22.81 ~19.46 -19.29 11,20
Domestic credit _
Vet claims on Government . ~11.61 21.10 41.82 14.91 15,85
Claims on private sector - 66,42 103,20 0 124.T1 129.83 120.72
Money . 58.97 104.05 95.76 89.83 7573
Quasi-money 11.98 28.43 33.81 22.94 27.80
Long-term foreign borrowing 3.46 4.00 4.03 3.74 3,80
Other items (net) 6.91 10.61 13.41 9.06 22,02

Source: IMF, International Financial Statistics, vol. XXXIT, No, 11, Noveun®er 1979.

The impact on the money supply (money plus quasi-money) of these various movements
was to lead to an increase of 86.7 per cent in 1976 but falls of 2.2 per cent in 19717
and 13 per cent in 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 in 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 50 that the money supply at
May 1979 was 8.2 per cent less 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
2 per cent each time the consumer price index for workers shows a rise of the level.
In August 1977 the minimum wage for non-agricultural workers was Taised from
CFAF 23,000 to 30,000 a month. In'May 1979 a special bonus was awarded to Cabonese
nationals raising their minimum to CFAF 4C,000 a month.

The published index numbers on consumer prices and wholesale prices indicate
that inflation has been reduced from 14,1 per cent in 1977 to 9.8 per cent in 1978
and z further fall seems likely for 1979.

10. Employment and unenployment

Gabon relies heavily on migrant workers including expatriates from Eurore.
Substantial immigration has been absorbed without strains on the social scene.
However, with the stabilization neasures taken, the economic slowdown in 1977 and
1978 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
Jjobs. The construction industry has been most affected by this sori of unemployment
but there have alsa 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
hesvy 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 suceessful, ahd the-repayment of a substantial part of the external debt
together with the consolidation of the remainder had led to & situation where groowth
of the econcmy based on a substantial out sustainable level of investment could be . .....
restarted, .The rise.in crude-oil prices in 1979 helped in restoring the situation.

Withins the economy which &till has large natural resources to sustain its
development for a considerable period, there is a shortage of middle and higher level
manpower amd even at the unskilled level there is a high dependence on migrant
workers. - +Thé economy is heavily dependérit on its mining sector and suck dependence -
can produce problems ‘which only diversification can resolve,.

C. INTERNAL DEVELOPMLNT POLICIES

The stabilization policy has already been mentioned. The programme has meant
.an end %o large foreign borrowing for investment purpbses and all invewstment projects
are now subjeet to the over—zll 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 alsc to a curtailment of the Govern,ent's
ovwn investment budget.

Some part of the investment programme has been abandoned or postponed, but the
basic strategv 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 aND 1980

The year 1979 will see a fairly large rise in UDP at current prices but only
a modera%e rice at constant prices. In 1980 there should be more funds available
for investment so the chances are that there could be a more substantial rige in
GDP at constant prices. However, much will depend on the demand for Gabon's ma jor
exports including crude petroleum and any setback in earnings from petroleum in
particular would militate against the advance that would otherwisge be possible.
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GHANA

A. ECONOMIC AND SOCIAL DEVELOPMLNT, 1978-1979

Te Introduction

The Ghanailan economy during the period 1973/79 was characterized by
slu.gish economic activity as well as severe inflationary pressures. In
1978, while congumer prices rose by over 70 per cent, the rate of growth
in GIP 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
countryt!s five~year development plan covering the periocd 19751360,

Money supply increased continuously. In 1978 alone it rose by
over 70 per cemt mainly as a result of the heavy budget deficit financed
by borrowing from the central bank.

The external sictor also showed a deterioration. A rising level of
importe coupled with sluggish growth in exports helped to produce
imbalance in the extermal sector. As the country's balance—of-payments
position continued to deteriorate, thers 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 50 per cent so that its
value in terms of the United States dollar fell from 0.741 to Q. 364,

In the face of the decllnlng 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 incomes granted

during this period only served tc fuel the inflaticnary spiral brlnélng
no real benefit itc the Ghanaian worker.

7 Ag shown later the prospecis fou 77—19 20 are not expooted o
Be materially bvetter tkan in 1978~?979 rut the ceming into power of a
" new TGovernment in Peptember 1573 should ns?; to gpeed wp the recovery of

the econumy and its growih momeutus.

2, GDP by induptirial origin

Since 1974 no final data on JDF heave Peen published; there are
however some prelimirary estimates by the Central Fureau of Statistics
{CBS} covering tke perind 1975 tc 1977. hccording to the (&5 data, in
1977 GDP is estimated tc have risen at constant rrices by 1.2 per cen
{see table 1). This may be compured with declines of 4.8 per cent and
5.7 per cent recorded for 1975 and 1676. Yor 1373 there are as yet no
published data on GIF but all available indicators moint to a projected

rate &f growth of between 1 and 2 per cent.

Table 1 presents a breakdown of (GDP by indusirial origin in real terms
for 1975 to 1977. It shows that thers were declines in agricultural_and
industrial production in 1976 but in 1977 there was a slight inerease in
agricultural production. In 1376 there was gome increase in the output
of the transport sector and dlstrlbutlon and ‘0ther 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 wag a rise
of 5§ per cent in the contribution from agriculture, foresitry and fishing.

The level of inflation as measured by GDP deflators was T4.3 per
cent in 1976 and 73.6 per cent in 1577,
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Ghanas Table 1. GDP by source, 1970, 1975~1977 (millions of cedis)

19752/ 1976 a/ 1917 a/

At 1968'prices

Lgriculture, forestry and fishing 838 720 756
Industrial production 463 AC4 392
Transport, storage and communications 88 - 91 90
Distribution and other services 709 764 T64
GIP at 1968 market prices ) 2 098 1 979 2 002
GDP at current market prices 5 771 9 371 16 477

Sourge: Centeral Bureau of Statistice, Accra, Ghana.
g/ Preliminary estimates.,

2. Selected economic sectors

(a) Auriculture, forestry and fishing, In 1977 the output from
agriculture, forestry and fishing at constant prices imcreased by 5 per
cent. This increase in agricultural production was the result of improved
rainfall pattern. In 1978 agricultural production, especially food, oroPs,
probably increased again mainly as a result of the favourable weather .
conditions experienced in the sccond half of 1378. The forecast for 1579
is a total grain production of 801,000 toms compared with 772,000 tons
in 1978 and 671,000 tons in 1977. -

Gkanat Tabie 2. TFood cfop produc .ion, 19751378 (thousands of tons)

- e e s & b, e—————— i St i — L

1975 1376 1) 7 1w?8
Maize . 338 286 340 408
Rice 70 e =R 71
Millet _ 120 144 133 132
Cassava 2 36Q 1 818

£ 332 e

Sources Mlnlstrg of Agrloulture, Accia.
h/ Projected.

focoa production, the single most imporiant 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
397,000 metric tonms in 1975~‘“76, cocoa producticin deelincd by 32 per cent
to 268,000 tons in 1977-1978. The delining trend has been atiributed to
a number of factors including the cumulative effects of low producer
prices, ageing trees, labour shoriages 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 ¥ 2,666 per ton and, in July 1979, it was raised further to
£ 4,000 perton.

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, inadeguate trucking and port facilities and the
poor condition ¢f access roads. 4another important factor which has tended to
discourage timber exports has been the past overvaluation of .the Chanaian CUrTency.
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
corxpany in Ghana, placed orders for eight new fishing vessels from Italy and the
Netherlands and also embarked dn 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 the industrial sector 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.

() Miring. 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
vwhich data are available, it accounted for ohly 1.5 per cent of GDP.

Ghana: Table 3. Mineral production, 1375-1978

1975 1976 1977 1978

Gold (thousands of fine ounces) " '523.9 509.3 440 .1 402.0

Diamonds (thousand of carats) 2 328.3 2 470.6 1 851,2 1 400.0
Manganese ore {thousand of long

tons) %/ ) 408.7 324.5 265.0 331.7

Bauxite (thousand of long tons) a/ 31445 260.,2 268.8  339.3

sources Central Bureau of Statistics, Accra.
a/ Of 2,240 1b 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, whick 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 produets 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 to be boosted by
two favourable developments namely the 1978 devaluation of the Chanaian currency and
the prevailing high world market prices for gold and diamonds.
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(¢) Manufacturing, This is-the largest subsector of indistrial production and
accounted for 48 per cent of total industrial production in 1976, In 1976, the last
year for which disaggregated data are available, menufacturing 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 madjor manufacturing sectors. -

Ghanas: Tatle 4. Manufacturing output bv selected subséctor, 19751977 -
(millions of cedim at ourrent prices)

Subsector 1375 1974 1977

Food, beverages and tobacco : 269.3 202.2 186.5
Textiles : F2.4 120.9 132.7
Metal products 43.4 547 51.0
Paper and printing - 28.4 40.6 42.3
Pharmaceuticals £C.0 .8/ 6640 68.4
Chemicals 45,2 42.7 40.7

Total oz o . = | . 488.7 52741 521.6

Source: Ministry of Industries, Ac-ra. Central Bureau of Statistics, Accra,

g/ Rough order-of-magnitude estimate only.

Reference to the figures shows that in 1977 output value was reéduced 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.ard chemicals by 5 per cent
increases in output were recorded for textiles (10 per cent) paper and prirting
(4 per cent) and pharmaceuticals (4 per cent} . o

In 1978 the manufacturing sector is estimated 4o 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
forelgn exchange restrictions in opepation. Other factors which haipered manufacturing
production during the year were rising labour costs and lack of spare parts.

(g) Energy. FElectricity 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. Eowever, in 1978 as a result of the breakdown of the generating machinery in
May, output fell by 10 per cent over the year as a vwhole.

It is projected that the existing capacity at Akcsombo 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 +he moment agreements
have been signed with five foreign companies for exploration of 0il in various parts
of the country,
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Ghanals crude oil imperts for 1973 were 1,029,200 tons indicating a fall of
15 per cent compared with 1977. The decrease in imports was largely the result of
difficulties encountered in the procurenent of crude oil., In 1979 imports of crude
0il ‘are expected to rise sharply by about 30 per cent.

(e) Conmstruction. Comstruction activity (which accounts for 7 per cent of GDP)
increased by 4 per cent during 1976, -the last year for which disaggregated industrial
data are available. The importance of the construction sector in the Ghanaian economy
should not be underestimated for it provides employment to a large number of workers,
hoth skilled and unskilled.

_ "In 1977 and 1978 as the pace of inflation quickened, there was increased investmen-
in construction, especially residential buildings. The level of construction activity,
however; was constrained by the periodic shortages of building materials such as cement
and iron rods whose imports were limited by the severe import and foreign exchange
restnictions. 1In 1978 the two cement works in the country had to stop production

during the.course of the year because of the unavailability of imported'clinkef.

(£) (Transport services. In 1077 the level of activity in this sector was
reduced slightly in line with the generally flat economic situation. Data are not
available to be able to comment on 1378 but the generally sluggish economy was not
conducive to increased transport activity. However, the number of commercial road
vehicles in use increased by 3,160 from 30,200 in 1977 to 33,300 in 1978.

The road system covers 20,000 miles of which 2,500 miles are tarred. It is
linked %o and is complemented by an 800-mile railway system. The railway system has been
carting the bulk of the country's export products such as cocoa, timber and minerals
from the interior to the country's two main ports in Tema and Takoradi. Over the
years the tonnage of freight carried by the railways has been declining. In 1977 the
freight carried was reduced by 11 per cent from 1 million ton/km to 0.8 million
tonne/km. The decline in tonnage of freight carried by the railway network is mainly
dud to inadequate locomotive facilities and spares.

Jhanas TaBle;j. gelected transport indicators, 1975-1978

4 1975 1976 1977 1978
Freight loaded (thousands of'tAns) 2 831.2  3060.2° 7 3 826.1 cos
Freight unloaded (thousands of. tons) ... 2 293.9 2 087.7  1970.4
Railways ‘ | o

Freight (in million ton/km) a/ 1.1 1.0 0.89 aee
Commercial vehiecles in use (thousands) 29.4 23.9 30.2 23343
Airporits S C S L

Passengers handled (thousands) 315.7 314.3 474.9 e

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 countrv'!s two main ports increased by 13
per cent from 5,147,300 in 1276 fo 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 bas become increasingly 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 474,9C0.

: (ﬁj Tourism. 1In Ghana the tourist industry has potential but it is yeﬁ
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.

fewBetween 1976 and 1977 the number of tourists visitiny the country rose by T
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 indusiry 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
2ll the.major hotels in the country.

4. Expenditure and GIP

A breakdown of the country's GDP by expenditure indicates that the amount
of available resources devoted to invesiment 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.-. - ' v :

Ghans: Table 6. Expenditure .and GDP, 1975-1977

At current prices i . 1975 a/ 1976 a/ 1977 a/

Private consumption : 4 293 7 800) '15 813

Public consumption , 738 907)

Gross fixed capital formation 726 792 900

Chan.ge in gtocks 'E eeo sea =
Export less imports of goods and services 14 -127 -236

Total GDP at market prices 5 771 9 372 16 477

" Source: Central Butean 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 occuvrred over the period. Real incomes have probably fallen and one result
of such 2 movement is to reduce the surpluses available for savings. 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 consumpiion expenditures
increassd from 74 per cent of GIP 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 Evternal trgde and balance of pavments

ﬁrovisional figures on Ghana's external irade for 1978 indicate that merchandise
exports tofalled ¢2,634.9 million. During the same period, however, imports stood

at £2,150.1 million. There was thus a substantial visible trade balance #80.8
million recorded for 1977. Table 7 provides dats 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 4US 1 = §2.75. For 1975 to 1977 exports and imports at the

then provailing rates of exchange were as follows:

o (millions of cedis) ‘ 1975 1976 ' 1971
Irnorts f.o0.b. ' 928.26 348,70 1 105,80
ImpOI"tS O-i.f. Q 030 . 26_2000 . 1 1i é-EO
Balance . 296 =20.30 ~-70.10

Cocoa i1s by far the most ifportant export and in 1977 accounted fér 7241
per cent of export earnings. ‘ ‘

_ Ghava: fTeble 7. Extermal trade and balance of paymemts, 1975-1978

i

(riiliors of cedis) a/.

- 975 1976 97T 1578 7
Ffernal trade ¢/ : . |
Fzports f.o.h. .- K 2 202.6 2 142.4 2 446.3 2 634.9
ImPOI":JS faQobc , , 1 788.9 1 898.2 2 365-5 :2 15091
Balance S T413.7 244.2 80.8 "~ 484.8
Balangs of-péyments | | |
Goods ard services (net) 17.5 ~167.9 -380.2 -123.3
Private transfers (net) 66.7 . -11,7 C 1647 -14.2
Government transfers {net) 55.7 85.4 . - 177.6 164.0
Capital (net) 159.0 40.2 .. .. 222.6 530.4
Rescrves and related items -239,6 233.6 0 —40.7 -218.2
Errors avd omissions ~59.3 -179.6 . 3744 ~338.7

— . okt e

Source: Bank of Chana.
5/ In 1978 post devaluation cedis (41 = g2.75). b/ Provisional.

¢/ Balance-of-payments presentation.
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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 malnly as a result of a large deficit
on invisibles account arising from increased pavments in respect of freight,
merchandlse, 1nsurance and transport.

The deflclt on the current account was wholly firanced 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.

G. 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 officilal 2id increased by 4U3 103.6
million to reach a total of ,US 567.1 million.

Ghana's external indebtedness includes short-, mediume and long~term debt.
The short—-term indebtedness is in respect of obligations w.ich were scheduled
originally to be repaid in less than a vear; the medium—-term indebtedness is mostly
in respect of suppliers' credits with an original maturity of one tc 12 years; and
the long-term indebtedness is in respect of obligations originally maturing over 12
years. In 1978 Ghana's external debt stood «US 1,195.1 million ziving an increase
of 25 per cent over the previous year's figure of »US 9%5.9 million.

A breakdown of the totazl external debt at the end of 1978 indicated that short—-
term debts amounted to 4US 376 million and medium—term debts to ,US 324.5 million
while long—term debts were US 494.6 million,

Te Government revenue and expenditure

The Goverrment's budgetary aifumtion has been characterized by slugsish growth

in revenues and a rapid expansion in expenditures. A marked feature of budgetary
performance has been the wide divergence between original tudaet proposals for both
revenue and expenditure and their actual outcome. In 1977/78 for example revenue
was originally projected at £1.86 billion, while the actual outcome was $1,365 million,
At the same time, total expenditure was budgeted at ¢2 36 billion but the actual cutcome

¢3 463 biilion. The level of borrowing from the domestic banking system increased
rapldly 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 ¢1,564.8 million.
Deficit financing has helped to fuel the high level of inflation in Ghana.

The larze increase in current expenditure in 1977/78 is atiributable 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 .rowth 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 gensration of fax revenue.
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Table 8. GJovernment revenuec and expenditure, 1975/76—1978/79

1975/76 1976/77 1977/78  1.18/19 2/

Current revenue 814.9 1 074.6 1 365.0 2 525.4
Current expenditure 1 015.9 1 308,0 2 800.0 4 390.2
Capital receipts - - - -
Capital expenditure 42247 7545 663.0 795.8
Balance o f623:f ~984.9 -2 098.0 1 864.8
Financed by internal borrowing 7973 944.2 1 915.9 1 864.8
Financed by external borrowing 1.8 12.7 ave cee

Sources Bark of Ghana.

é/ Provigional.

TheA1978/79 budget introduced in September 1978 projected revenues at ¢3,206.4

million but provisional figures show an out—turn of

a short fall of ¢681 million.

24525.4 million, imndicating

On the expenditure side, the provisional out-turn for 1978/79 of £4,390.2 million

far exceeded the original budget estimate of ¢3,987.21 million.

For 1978/79 the

budget defieit igithus provisionally estimated at ¢1,864 million compared with' the
original budget estimate of §780.7 million.
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

As in previous years, the central bank

The peiid§'1975 to 1978 was marked *y rapid increases in the level of the money

supply.

proper increamed by T2 per cent to

The fastest rate of increase was however, recorded in 1978 when money

#4,108.8 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/

“July

End End End End
1975 1976 1977 1978 1979
Net foreign assets 146 .6 33.3 59 .4 284.9 284.7
Domestic credit .
N¥et claims on Covernment 924.5 1 573.8 2 779.7 4 527.8 4 254.6
.. Claimps on official entitlies 205.3 - 393.,1 422.8 1 112.6 1 230.3
Claims on private sector a/ 377.8 462 .4 645.5 818.3 842.0
Money 999s5 1 425.8 2 384.5 4 108,8 4 078.2
Fuasi-money 3775 474.0 6512 1 005.0 1 141.8
Special doposits 149.7 151.1 261.5 49147 5644
Other itoms (net) 2174 411.6 610.3 1 137.8 827.3
Sources IMF, Intermational Jinapncial Statistics., vol. XXXII, No. 11, November 1970

g/ 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 publiec institutions also exerted expansionary
influensesox the momey supply. In 1978 claims on official entities and the private
sector increased by 163 per cent and 27 per cent Tespectively.

In the Tirst Seven months of 1979 net claims on the Government were reduced by
& per cent and domestic credit to other sectors rose by 7.3 per cent. Total domestic
credit. fel}l by 2 per cent and there was a Tise of only 2.1 per cent in the money
supply including gquasi-money. These fTigures sugzest that proper anti.inflationary
measures are.beingttaken to restore the lohg overdue eguilibrium in the Ghanaiah
economys |

9. ~Wages and prices

Official published data on wage and salary levels in Ghana are not readily
available; however, changes in the nominal minimum wage of the public sector give
some indications of wage trends in the country.

. In gnlysj977 the Government doubled the minimum wage in the public sector from
¢2 to ¢4 a days. ?hs 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
Janmuary. 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 chtegories 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, engine¢rs, 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.
A4t 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 pruduction coupled with the existence of exXcess
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. Emploﬁment and-unemployment

Current data on employment and unemployment in Ghaha are limited and unreliable,
The mogst recent data on employment and .unemployment are based on the 1970 population
census. The 1970 population census estimated the country'!s population at 8.6
miltlion. 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

2yt i

obtainazd 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 regisfering as unemployed averaged 32,781
monthly but in 1978 the number was reduced gslightly to an average of 31,940.

11. thar social sectors

(a) Education.

In Chana a great deal of emphasis has been placed on education

judging from the expenditure on education which sccounts 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

Ghara: Table 10. Social indicators, 1975~1978

1978

1975 1976 1977
Population (thousands) a/ 9 630.9 9 868.2 10 105.0 10 347.6
Education b ‘ '
Primary enrolment (thousands) 1 157.3 1 213.3 1 246,.5 coe
Secondary enrolment {thousands) 81.2 87.3 94.9 an
Higher enrolmort {thousands) Te1 7.8 8.1 . eas
Health
Doctors {thousands) 0.94 1.0 il 143
Registered nurses (thousands) ces 12.4 12.5 18.2
Hospital beds and cots (thousands) 12.9 15.8 16.1 con
Clinics, etc., in rural areas (thousands) 1.05 1.06 1.06 i .06

Sourcs: Chana, 1970 population Census; Ministry of Education, Accras
Ministry of Health, Accra. ' '

g/ Figures ffbm 1975 to 1978 are estimates using a 2.4 per cent growth rate.
b/ Figures are for academic years beginning 1 September.

In 19?7/78 enrdlment in primary, sscondary and hig:er level instivutions
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 inegqualities in the regional
distribution of available facilities.

(b) Health and nutrition. The number of docters and.nurses rose remarkodly by
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 guch
heal+h posts between 1975 and 1978. Over all, the number of hospital beds and
cots in CGhana was 16,100 in 1977 giving a bed/poPulation ratio of 1.59 per 10CGO.
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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 difficul’ies encountered by
the health authorities in securing the necessary import licences.

B. MAJOR PROBLIMS

The major problems facing the Ghanaian economy during the period under review
were stagnation and inflation. In 1978 agricultural activity was still depresged as
the adverse effects of over two years of bad weather persisted. Domestic production
of basic food items such as rice, maize, plantains, vans, etc., was far below the
pre-=1375 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. R

The decline in production was not confined to the agricultural secfor 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 against the.background.of rapid expansion.in the
level of the money supply wkish also increased by 72 per cent in 1978.

The increase in the level of the monev supply during the year was largely a
reflection of the increased govermment 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, especltally cocoa whose output declined by 16 per cent in

1977/18.
Ce INTE.NAL DEVELOPMENT POLICIES .

During the period under review m number of policy measures were introduced
to help to arrest the deteriorating 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
#1 = US 0.36. The devaluation was carried out to help to Teduce the cost-price
distortions in the economy which had been created by the maintenance of an overvalued
exchange rate over a period of five years. The devaluation was expected to improve
the liquidity position of a number of export-oriented industries, particularly in
the agricultural and mining seciors, and thereby provide an incentive for increased
investment ard 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 Govermment, the scheme had encouraged
increasec demand for foreign currencies on the unofficial market for foreign currencies
instead of attracting additional foreign exchange from private sources held outside
the country. o ' '

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 $B00 million compared with a deficit of §2.1 billion recorded: for the previous
fiscal year. 3 : g,

-
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The 1978/79 budget gave ceocoa farmare a suybstantial increase in the producer
price of cocoa from ¢1,333 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.

Iy 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
inecreases 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 the exchange of old cedi notes
for new ones at a discount of 30 per cent for old notes up 1o ¢5,000 and of 50 per
cent for amounts exeeding ¢5,000. Available data indicate that the authorities managed
tc 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 cf the
Goverhmentfs economic policy was to arrest the inflationary pressures in the econonmy
by reducing the level of excess ligquidity.

D. PROSPECTS FOR 1979 AND 1980

The general outlook for the CGhanaian economy is that the finandal year 1979/80
will continue to be difficult. The immediate prospects for the economy appear to
include a slight improvement in domestic producticnj high prices for imported goods,
especially oil; 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 folleowing 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
gignificant amount in 1979/80 will depend on the increased availability of foreign
exchange.

The fortumes of the country's balance of payments are tied up with the prospects
of reasonable returns from cocoa, goid and diamond exports. Ior 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 sxport prices of cocoa and such products as
timber and manganese seem likely to sbagnate 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 coming into power of a new Government in late
September 1979, after seven years of mismanagement, it is expected that the reguired
economic policies will be initiated to cope with the situation and help teo restore
confidence and lead to future growth in the economy.
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GUINEA-BISSAU

A, FECONOMiC AWD 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 pescs in 1978.

Government was again unable to balance current revenues and expenditure in 1578 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. Substantizl material and financial assistance is expected from both
bilateral and multilateral agencies. This should bring about a measure of financial
stability and lead Yo an expansion of economic activity.

2. BSelected economic sectors

(2) Agriculture, foresiry and fishing. Agriculture is the most important sector
occupying about G0 per cent of the country's working population. The major commereial
crops are groundnuts, coconuts and cashewnuts. Asg 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 few 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 oil. 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-Bissau: Table 1. Commercial agricultural production, 1975 1o 1978'(tohnes)

1975 1976 1911 1978
Growmdnuts a/ 13 350 15 420 25 131 . voe
Coconuts 4 425 4 950 9 600 11 950
Cashevnuts - 971 1 150 ave
Sawn wood 4 631 3 455 1 320 1 952

Source: Direccao Gersl de  Bstatistica, Guinea-Bissau.

g/ Shelled egquivalent.
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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 43,000 tonnes. To cover this some 40,000 tonnes mainly rice, wheat
flour, maize eand sugar was received in food aid while the remainder was purchased commercially
The 1978/?9 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 poor. 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 reguirements
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 iaport of high quality stud cattle,

Fish 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 tonmes 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. DBeer and soft drinks production has expanded in recent years,; beer output
reaching 21,680 hl in 1977. A fruit juice plant was inavgurated in 1977 with an annual
capacity of 90 to 100 tonnes of cashew, mango, crange and pineapple juices. The output
of the local =aw mills is estimated ‘at 4,200 cubic metres per annum, part of which is
exported.

The development of ihe industrial sector is hampered by the severe scarcity of skills
at all levels. Local capital, physical infrastructure and spare parts are also in short
supply.

(E) Eleciricity. Total electricity production is very smell and is provided by thermc-—
electric power stations with-smail diesel generators most of which are antiquated and not
very reliable.

There are-plans to explbit the hydro-electric power potential -of the country and to
install a new thermo-eleciric power station at Bissau with a total capacity of 14,000 ¥ia

(g) Transpert services. Avallable information indicates that port traffic at Bissau
has been expanding in recent years. Total goods unlvaded at the port reached about
94,500 tonnes in 1978 while some 21,600 tonnes were loaded.

Inland fféﬁspbr% &eﬁéﬁdéAﬁaftly on the fiversvapd ﬁérfly on the roads. The present
poor condition of thit 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
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requirements. As regards the watervays, {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 assistance. 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.

3, External trade and balance of paymenis

The characteristically large balance-of-trade deficit which improved by 14.4 per cent
in 1977 to 807.6 million pesos deteriorated ageln sharply in 1978 to 1,303.8 million pesos.
The increase in the deficit wase 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.

Furopean countrles accounted for 82 per cent and 55 per cent of the import and export
trade respectively in 1978 Guinea-Bissau has succeeded in diversifying its trading
partners 51gn1flcantLy Thus whereas Portuval had previously accounted for about 40 per
cent of total annusl 1mporto ané 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
coun.'tryo In 1978 45 per cent of the export trade and 3 per cent of the 1mport trade was
with the rest of Africa.

Guinea-Bisszus ‘Egp}e 2. Bxternal trade, 1973 to 1978 (millions of pesos)

1975 , 1976 1977_‘ 1978
Exports 145.9 162.4 427.6 422.6
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 Estatiética, Cuinea~Bissan.

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
S 346.1 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 were met mainly by the
accumulation of payments arrears and rumming down external reserves.

4. Development aid and external debd

FPinance for development projects depends almost entirely on external sources. A
gignificant proportion of the financing of current imports, the balance of payments deficit
and the general budget 1s derived from external sources. At the end of 1977 the total
outstanding external debt was about 2,068.2 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 multil.teral agencies are currently involved in the
various development activities.

5. Government revenue and expenditure

The chronic budget deficit existing since independence was 421.6 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. ' ‘ S

Some‘62,9 per cent of current expenditure was for personnel emocluments 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 years. Capitél 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)
Budget
. estimates
1974 1975 1076 1971 1978 1979
Revenue 463.7 529,1 532.6 576.8 486,2 782.0
Expenditure 583.3 T76.1 907.3 1 161.3 907.8 1 319.2
Deficit 119.6 247.0 374.7 © "~ 584.5 421.6 - -537.2

Source: Banco de Guinée

The budget estimates for 1979 provide for a total revenue of 782.0 million pesos which
ig over 60 per cent higher than the total receipis 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 tréasury thereby providing government with more resources for
its budget. : .

A significant rise is however projected for personnel emoluments in 1979 and &
continuation of tha -curreni deficit is.expecteds . -The data since 1974 showr that thla-deflclt .

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
21l.1 per cent between 1975 and 1978. Much of the rise in money supply has been due to
increases in net crediis to government made necessary by the persistent deficit in the
government current account budget. Net claims on the (Jovernment 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 Guiné was eotablished in Februory 1975 and begen operations about & year
iater. 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 the US dollar in February 1977- '

Guinea-Bissau: Table 4. Monetary survey 1974 to 1978 (millions of pesos)

End “End End End End
1974 1975 1976 1977 1978
Net foreign assets £05.0 2622 223, 9 164.8 ~91.4
Domestic credit
Net claims on Government ~204.1 ~33.7 110.9 369, 6 679.8
Claims on private sector 33%.2 . 270.4 312,2 314.8 335.8
Money | ) 53y 361 B0 5397 643.9
Quasi~money ) 125.0 237.7 195.1 232.3
Other items (net) 35,9 57.5 56.1 92.8 113.2

Source: Banco de Guinés

T. 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 mininum wage rate.

The consumer price index for Bissau Tose by 77 percentage points between 1974 and 1978
which represent an average annual rate of increase of 13.3 per cent over the four-year
period.

The price system consists of fixed prices, conirolled 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 since January 1976 has provided the institutional
mechaniem that ensures the working of the price system. The fund applies a compensatory
coefficient to transport costs which has made it poseible to equalize prices throughout the
country.

8. Employment and unemploymenht

The April 1979 Census estimated the population at 777,214 with 109,486 living in the
capital Bissau. Of this total it is estinated that 48 per cent constitutes the active work
force. Agriculture accounts for 90 per cent of the working populution, industry 0.5 per
cent and services 9.9 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 small.
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9. Other social sectors

(_e_u).Education° During the 1976/7? school year there were 81,671 pupils in prinary
school and 12,450 at secondary schools. There were small numbers cf students enrolled on
technical courses. FBFducation 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. Therc are 6 regional hospitals, 8 rural (or sector) hospitals and T3 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 heslth infrastructure.
Several public health campaigns are underway cimed at alleviating individual and social

hezlth problems. i

B, MAJOR PROBLEMS

One of the most diffimuly gcononicprobdens facing ibe - country ig,undoubtedly the
quect to establish equilibrium in the 7.current budget. Iie persistent budgetary deficit
nas led to constant re=cource to central bank borrowing which in turn has resulted in
inevitable inflativnary pressures and straine on tie balance of payments.

TTUTUihe persistent regional and local food shortages continue to push the food import bill
upwards. For 1979, it is estluated that 20,000 tonnes of ricey 5,000 tonnes of wheat flour,
3,000 tonncs of sugar, 2,500 tonnes of maize,800 tonnes of edible oils and 200 tormes of milk
will be needed as food imports.

Apart from unfavourable weather conditions, the problem of food supply is diréétiy
linked to the difficulties of internal communicetion links. Surplus food in some areas is
often unavailable to arcas with food deficits because of a lack cof 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.

Anong the country's other major problems, the dearth of all categories of skilled
persommel and particularly niddle level personnel must feature prominently. Most of the
public utilities are not funciioning properly hecause of the lack of gqualified personnel.

~ Co INTERNAL DEVELOFMENT 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 riral market will be zble to provide an outlet for an
industrial sector devoted mainly to the production of ordinary consumer goods and capital
ecuipment for agriculture. Eventuelly it is hoped that e greater link will be created
between rural and urban areas.
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The implementation of this development str&tegy'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 Govermment recognizes the iuportance of external aid
in the realization of the immediate and long-term objectives and hopes to maintain if not
increaseythe 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-gustainment than have so far been achieved. .

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 substential food aid during the course of 1979. It is hoped that the food
supply situation will improve further in 1980,

-Guinea~Bissau recently became a member of the World Bank/IMF Group and a number of
development assistance programmes and financial stabilization measures for the country w11]
soon be initiated whiech should augur well for future development.
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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
cxpended strongly in 1978 with GDP recording = rate of increase of 10 per cent at constant
prices, After the adversc climatic conditions in 1977, the weather returned to normal in
1978 and crops were generally good especially the cash crops. Industrial production
continued to grow &t & fast rate and the level of‘investment especially public investment
was very high. 3But the investment drive led to imports rising substantizlly ot a tine vhen
export carnings were not growing because of the fall in coffee prices, so that irade balance
which had recorded an cxceptional surplus of 99.6 billion CFA francs in 1977 declined to onl:
CFAF 1.9 ©billion in 1978. -However the 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 (zpproximetcly 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 govermment to maintain
the external balance and reduce inflation, and the recession in the developed market
coonomies with attendant poor demand for Ivory Coast products, growth will probably be morc
modest ranging betwcen 4 and 5 per cent. This situation is likely to persist until 1981-
1982, when internationel cconomic conditions should improve and assist the Ivory Coast to
restore its previous GDP growth rate.

2. GDP by industriszl origcin

Comparison between 1975 and 1977 as in tablc 1 shows few changes in GDP stiructure. Tha
share of agriculture has fallen from 34.1 per cent to 30.3 per cent this being due in pert
tc the poor weather conditions prevailing in 1977. Por other scctors, there is stability
for industry excluding construction with its 13.5 per cent share of GDP, while value added
by construction rises from 7.1l per cent of GDP in 1975 to 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 1o 28.7 per cent in 1975 stems meinly from triding 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 @ substontisl sdvance in output in manufacturing and
construction. Output of foodstuffs recovered in 1978 after a fzll 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 +therc wore good increases. DBxports of logs werc
reduced in 1978,
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The Ivory Coast: Table 1. GDP by industrial origin 1974 to 1977 (billions of CFA francs)

B T LT T T — [ n . © e mmm aa o -,»1974« TR - 1975\. EECTER I T— 197-6' - - - 197?1 - e

A:bwmnt. .Di.s.i-ees. it e PP, - e e e

Agriculture, forestry and fishing 188.2 235.8 272.7 353.2
Industry excluding consiruction 86.3 93.4 119.2 160.0
Constriction , : 33,1 48.9 63.2 g97.1
Transport and communications 60.9 68.7 79.5 . 97.5
Market services 135.9 151.8 175.2 339.0
Non-market services 70.0 86,2 104.4 129.9
GDP at factor cost 5T4.4 684.8 814.2 1 181.7
GDP at market prices , 739,0 834,5 1 117.0 1 582.5

Bource: La Cdte d'Iveire o chiffrds, 1079.-80,

3. Belccted ecoromis scotors

(ﬂ) Agriculture, fishing and forestry. The weather was back to normal in 1978 and
.agricultural production increased substantlally, Acccrding to the Ministry of Planning the
1978 crop was onc of the besﬁ since independence. Food crops recovered and the total
increase in value added to GDP at conctant prices was probably around 2.4 Per cent against
a drop cf 3 per cent in 1977, The moderation of food price rises in 1978 was a clear proof
of the improved supply positicn. In 1977 food prices had increased by 39.7 per cent while
in 1978 the increase was 1l per cent. The hoarding and black marketing;bf'some commodities
like rice which hzod been widespread in 1977 disappeared completely. The food crop is more
than enough to cover domestic needs, with tubers, roois and plantains alone amounting to

over 4 million tonnes.

Por cash crops, cocoa production reached 297,200 +wnes in the 1977/78 seagson putting
Ivory Coast in first place as an African producer before Nigeria and Ghana. Coffec
production decreased from 231,100 tonnes to 195,000 because of drought during the flowering
senagoh. Cotton production was 114,500 tonnes in 1978/79 having risen to 102,900 tonnes in
1977/78' The growth in cotton production hos 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 banznas
cgrew to 171,800 tornes.  The same tendency is obscrved for pineapple exports.

"Forestry has been affected by the depletion of scme kinds of high value trees and the
poor demand on Buropean markets at a tiwmz when Scuthwcast Asian competition has been very
strong. Exports of logs dropped by o fifth from 2,533,200 tor . .es in 1977 to 2,003,100
tonnes in 1978. The prospects 1ol Woul ©Xxpu.vS are i1ess Tavourable and the CGovernment is
cncouraging domestic processing and is startlng +0 replunlsh forests through replantlng but
with different wood species.
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The Ivory Coast: Table 2. Agricultural production, 1975 to 1978 {thousands of tonnes)

1975 1976 1977 19768
Food Crops
Cerecals excluding rice 835.5 195 807.3 845, 3 v
Rice (paddy) 496 460 477 506
Roots and tubers 3374 3279 3 130 3135
Plantains 1 168 1 118 1 058 1123 :
Groundnuts 48.8 49,0 48.8 49.8
- Cash eropg----
Bananas &/ o 168.3 123,2 139.2 171.8
Cocoz b/ | 241.1 227.4 228.3 297.2
Coffee b/ 1 270.4 308.1 291.1 195.0
v CObbomegf — s o e e . 65d@”mm“ - 715.4 102°9 114.9
Rubber 16.5 16.8 18.2 18.7
Palm oil 146.4 143.6 126.2 138.5
Palm nuts 30,3 29,5 26.4 30.6

Logs export son 2 492.8 2 533.2 2 003.1

Source: As table 1.
E/ Mgrketed for export.
E/,Season beginning in the 1974-75 season.

2/ Season beginning in the 1975~76 season.

(E) Bnergy. Ivory Coast has been producing only half of its ecnergy requirements from
domestic sources and firewood iz 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 arc
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 tomnes in 1977, but elcctricity production rose by
14.1 per cent. The proportion of the population supplied with electricity is rising rapidly
and reached 46.6 per cent in 1978 against 34.9 per cent in 197C. -

(g) Marufacturing. Industrial production continued to grow in 1973 but at a lower rate
than in 1976 and 1977. The index of industrial activity increased by 15.2 per cent in 1978
againet 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 reiative to the CFA francs has been an added problem.
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The Tvory Coast: Teble 3. Indicators of industrial output, 1975 to 1978

Unit 1975 1976 1977 1978

Electricity production (million k¥h) 961.9 1 114.5 1 242.9 1 417.8
Index of industrial ‘

activity af (1972 = 100) 148.8 185.9 216.3 249.2
Nimber of cmployees in : -

industry b/ (number ) 52 762 5T 315 63 005 ¢/ 64 00T o/
Turnover b (billion CFA) 202,8 350.0 458.9 ¢/  549.9 ¢f
Exports 97/ (billion CFA) 217.0 250, 0 292.6 ¢/  329.7 o/

Source: Nationsl data from Ivory Coast.
3/ Excluding construction and electricity.
b/ Energy included.

E/ Piscal years ending in October.

(g) Construction. Because of the large public sector investment programme, the activity
of the construction scctor has considerably increascd. In 1976/77 turnover at current prices
grew by 64 per cent relative to 1975/76, This growth has continued in 1978, but some slow-
down is predicted in 1979 beceuse of the reduction of the public investment programme, the
Government capital budget declining by T per cent.

(2) Transport. The tonnage of goods hendled 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 thcse port staiisiics show a 15 per oent'growfh
in imports but a fall in exports because of reduced exports of timber. Air traffic has
contimued to grow. Consumption of diesel oil rose by 6.9 per cent in 1978 reflecting to
some extent increazsed freight sctivity on rosd transport but traffic on the Er‘ailwéy 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 yezr as a whole.
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The Ivory Coasts Table 4. Selacted transport indicetors, 1975 to 197@

115 1976 1971 1978 ¢/
Port of Abidjen .
Freight unloaded 3 422,2 4 241,94 728.1 5 445.0 -
Freight loaded 2 618.7 3 477.6 3 134.3 2 825.0
Totnl 6 040.9 7 719.5 T 862.4 8 270.0

Abidjan airport

Passengers handled (thousand) 488.7 546.7 660.1 746.5
Freight (tommes) 14 655 16 798 20 118 23 400
Dieseivoii”éﬁnsﬁmﬁtion (tommes) 309 452 338 564 367 831 - 393 280
Radiluzys

Freight (thousand tonnes) 654.7 757.C 756.7 730.0

Source: C8te d'ivoire, Bulletin Mensuel de Statisticues, mars 1979.

_g/ Estimates based on 11 months.

1. BExpenditure and the GDP

Therec are as yet no data for 1978. In 197?, GDP incressed by 41.9 per cent at current
prices but demestic oxpenditure, grew by 39,6 per cent or less than GDP beczuse the net
external surplus rose from CFAF 47.4 billion to CFAF 92.C billion. This situation was due 1o

The Ivory Coast: Table 5. Expenditure and the GDP, 1975 to 1977 (billions of CFA francs)

1975 1976 1977
Privote consumption 517.4 639.7 857.1
Public consumption 140.6 177.2 208.6
Grogs fixed capital formation 183.9 247.2 394.4
Change in stocks 3.4 8.9 7.7
Exports less imports of goods and services -10.8 A7, 92,0
GDP at current market prices 334.5 1 120.4 1 560.4

Source: IMF, 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 conseguent high growth of
exports, Consumption reached 67.0 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 cent. In 1978 oxports and imports werc approximately in balance so a kigher proportion
of resources were available out of the GDP for higher investment and consumption in the
domestic econcmy.

5. Extcrnal trade and the balance of payments

There was o 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 cent. The trade surplus which
wes as high as CPAF 99.64 billion in 1977 dropped to only CFAF 1.83 billion in 1978. The
growth of imports was the result of the high level of investments in the country; but was
a2lso related to the high coffec¢ incomes in 1977.

The reduced trade surplus led to o detcrioration of the balance of payments in 1978 und
the over-all surplus dcclined from CFAF 27.6 billion in 1977 to some CFAF 9 billicn in 1978
There was a substantial deficit for goods and services estimeted at some CFAF 90 billion and
there was a higher figuré of deficit for private transfers of CFAF 100 billion. HOWCV;T,

The Ivory Coast: Table 6, External trade and the balance of pqiments, 1375 to 1978

1975 1976 1977 1978
External trade _ o
Exports ' ' 254,57 392,50 529, 21 524,38
Inports 241.39 311,61 429,57 522,50

Balance 13.18 80.82 99.64 1.88

Balaﬁéé'of payments
Goods and services (ngt) ~51.97 2.32 -20.29 se
Private transfers (net) -38.04 -66.53 ~88.00 so
Government transfers (net). .74 .66 8.01 aso
Capital 58.40 2.59 123.63 a/
Reserves and related items -6.79 6.17 -27.56 cas
Errors and omissions 30.67 -0.25 4,22 s

. Source:  IMF, International Financial Statistics, vol. XXXII, No. 1d, October

9/ Balancing item.

1975.

Government transfer receipts were positive ot around CFAF 10 billion and the cabital inflow
was in the region of CFAF 190 billion leading to a comparatively small wugmentation 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 grantc.
International banking is playing o large part in the provision of the loans obtained to
develop the economy. The proportion of loans in the resource inflow was 93.1 per cent in
1977'against 82.5 per cent in 1974. B

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 Tl.4 billion in 1977 equal to
10.7 per cent of carnings from goods and services and the proportion would have been higher
in 1978 and 1979. The rapid risc 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 expenditurcs grew by an average of 26 per cent per year, vhile capital expenditurc
increased fourfold. For 1979, the Govermment has reduced the growth rate of expenditure
very drastically and this has involved lower capital expenditure and only a moderatc rise in
ordinary expenditure. No major new taxes have been introduced and the budget is in
cquilibrium with an inflow of external resources of CFAR 83.6 billion,

The Government's nct deposits in the banking system rose from CFAF 21.55 billion at the
end af 1976 to CFAF 76.35 billiomin 1977 and CFAF 107,50 Billion in 1978. Government
budgetary operations in this period have thus had the effect of reducing inflationary
pressures in tho economy.. e e e eremen e e N

The Ivory Coast: Table 7. Government revenue and expenditurce, 1975 tc 1579 (villions of
CFA francs)

1975 1976 1977 1978 1979

Revenue ' 154.8 174,0 394.9 428,72 430.3
Ordinery expenditure 126.8 153,7 198.3 253.6 277.4
Investment expenditure 54.0 60,1 245.1 257.2 239,5

Source: Bulletin de 1'Afrigue Noire, No. 274, Jjuillet 1979,

8. Money and credit

“There was a market reduction in. the rate of growth of mOMEY "sUpply in 1978, to some extent
the result of a deliberate policy on the part of monetary .authorities...There was a risc in
net foreign assets of CPAF 8,41 billion ahd‘én‘increase in credit to the private sector of
CFAF 90.80 billicn or 15 per cent but thesc were offset to some extent by the risc in Govern-
ment's net deposits in the banking system of CFAF 31.12 billion. In the event moncy propsr
rose by 18,6 per cent in the year comparcd to & rise of 47.1 per cent in 1977 and money

including quasi-money 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 per cent and with quasi-money by 7.9
per cent., Net foreign assets rose in this perlod credit %o the private sector increased
and Governnbnt nct uep081ts in the benking oyotbm fell,

The Ivory Coast: Table 8. Monctwry survey, 1975 to 1972 (billions of CFA frencs)

nd End End Fnd LApril

1975 1976 1977 1978 1979
Net foreign assets 2,26 7 T LB 35,83 44.24 56,23
DomeEtic, Gredit o o e e e e e
Net Clulms on Government ~25,29 ~21.55 ~76.38 -107.50 -89.10
... Clains on, private. S8eEAT. ... 292,52, ... .. 391.82 . . 605,51 -~ 696,31 - -+ 730,56 -
Money 179.86 260.11 382,70 415,55 £37.59
Quasi-money 64,72 89.65 141,40 166,05 190.06

Other items (net) ¥ 24,99 17.99 £0.85 51.45 70.02

Sourcg: IMF, Intcrnational Financial Statistics, vol. XXXII, No, 10, October, 1979.

2. Wages ond salaries

The minimum wege was increased on January 1, 1678 to CFAF 143.75 per hour against
CRAF 115.00 in 1977 or by 25 per cent. A new increase was granted on January 1, 1979 to
CEAF 158.125. The increase in 1979 of only 10 per cent reflccted the desire of the
outhorities to gontein the rise .of labour .gostes- Judging from data-available for-industry
average wages grow repldly in 1973, While the number of employees in industry increased by
1.6 per cent the wage bill rose by 25.4 per cent vhich means a rise of ?3.3 per cent in the
average wage in that scctor.

Despite the increases in wages inflation began to abate in 1978 especially for African
families. The consumer price index for African families in Abidjan increased by 13.0 per
cent in 1978 against a risc of 27.2 per cent in 1977. However, for foreign families inflation
accelerated to 19.9 per cent against 12 per cent in 1977. Loirer price rises for foed in 1978
resulted from better 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 Afrlcan
families was 13.7 per cent hlgher in June 1979 than at Decenbor 1978.

10. Employment ‘and wnemployment

With its high rate of cconomic growth, Ivory Coast has not experienced a serious unemploy-—
ment problem, the reverse being true; the country having to dbring in workers from neighbouring
Sahel countries. Since 1975, the increase in employment has been rapid and in the industrial
sector employed manpower rose st the ratce of 17 per cent per year up to 1977. In 1978 there
gseems to have been 2 slowdowm in employment creation. Another field where employment has been
increasing rapldly is in Government administration. Howover, the planned drop in the public
investment progromme will have a direct effect on employment in the construction industry
vhere it incresased impressively in the recent past growing from 28,859 in 1975 1o 43,901 in
1977 or by 69.4 per cent.
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1i. Other social sectors

(g) 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 i8 reflected
in fthe rapid rise in enrolments at the diffcrent levels of education and particularly at the
primary level where 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 Coasti 'Table 9, Social indicators, 1975 1o 1979

1975 1976 1977 1978 1979
Enrolments
Primary schools 641" 369 672 707 735 511 815 277 892 135
Secondary schools 95 177 102 387 112 141 125 149 143 221
Technical schoqls L sea .25 %7 31484 - 35553 - ...
University 5 366 6 075 7 124 8 31 9 651
Health
Doctors 429
Nurges etc. 4 173
Hospital beds 9 289 9 983

Sourcs: La C8te d'Ivoire en chiffres, 1979-80.

(o) Health. As with education so the rapid growth of the health budget is an indication
of the offort being made by the Government in this field, In 1978 there were 18,182
people per doctor, and T8l persons per hospital bed. These ratios compared favourably with
many African countries, '

B MAJOR PROBLEMS

In 1978 the fall in coffec 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 @ high capital
inflow, Inflation is still a problem and the external debt is leading to a high proportion
of expori earnings having to be ecarmarked 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.
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C. INTERNAL DEVELOPMENT POLICIES

To counteract inflationary pressures and to avoid a deficit on the cxternal account, the
Jovernment has taken steps t0 cool the overheated economy mainly through a smaller invesiment
effort. The investment budgel 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 1981. This implies also a reduction in foreign borrowing as the public debt has reached a
-high level and debt servicing is taking an increasing sharc of export revenues.

The Government is also trying +o prevent a too rapid rise in labour costs which is
.hampering its export policies. The policy of Ivoririnization i® being actively pursued, the
percentage of Ivoirian employees in the total bg;ng‘62 per cent in 1977. Moreover, the
Ivoirization of capital holdings is also improving, the number of domestic holders of bohds
has grown from 3,000 in 1976 to 6,000 in 1977 and the total equity tney held amounted to
CFAF 11.5 billion.

The Ivory Coast has succeedad 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 d1verszﬂy into manufactured goods for export has not yet achicved signlflcant
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 1980

In 1979 =nd beyond, grovth will probably be at a lower rate than in the early 19705, In
1979 @ zrowth rate of 4 to 5 per cent in real terms hucs been predicted and a similar rate
seems likely in 1980
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A. ECONOMIC AND SOCIAL DEVELOPMENT, 1978/79

1. Introduction

In 1878 the Kenya economy continued to benefit to some extent from the coffee boonm
which started in 1976, but 1979 has been a year of ccmparative 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 pricés 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
KEL75 million in 1979 may be compared with the particularly high figure ef 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 KE169 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 contrels which
had fbllbwedrthe 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 censtruction sector in contrast is enjoying
koom 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 toco 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
1972 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 correlaticn in Kenya between the percentage increases in GDP in the
money economy at constant prices and the rise in energy consuamption, 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 by incdustrial origin

The more important features of the changes in GDP in 1978 and 1979 have already
been covered. Table 1 below provides data on the GDP for the years since 1975 together
with constant price growth rates by sactor tentatively forecast for 1979.

Yapya: Teble 1. GDP by source, 1975 to 1979 (millions of Kenya pounds)

: Forecast
At current prices 1975 1976 1977 1978 1979
agriculture, forestry, fishing 361.38 484,44 688.29 664.28
Mining 3.42 3.41 3.81 3.81
Manufacturing 127.39 159.70 199.31 245,75
Flectricity., etc. 19.98 23.10 31.07 37.28
Construotien 63.74 68.06 8c.21 90.80
wholesale and retail trade g/ 121.86 144.46 159.54 239,03
Transport and communication 60.25 £69.15 74.05 93,22
Services 294.62 343.82 L04.26 482.04
Total GDP at factor cost 1 052.64 1 296.14 1 680.54 1 856.21
At constant 1972 prices Increases 1n

Percentages

Agriculture, forestry, fishing 258.17 256,11 279.29 283.48 -1.5
Mining 3.11 3.41 3.53 3.53 Qs
Manufacturing 94,21 111.92 129.€9 148,40 5.0
Flectricity, etc. 16.45 18.46 19.81 21.55 18,0
Constructicn 42.41 41.30 44,55 4£7.08 12.0
wholesale and retail trade a/ 66.24 71.72 79.65 85.38 -
Transport and cormunication 40.67 44.91 46.13 4B8.69 4,0
Sexrvices 232.34 247.76 261.57 275.71 4,0
Total GDP at factor cost 753.70 795.59 864.22 913,82 2.8

Source: For GDP figures: Economic Survey 1979: Central Bureau of Statistics,
Republic of Kenya. For 1979 growth rates: Central Bureau of Statistics, Republic
of Kenya.

g/ and restaurants and hotels.

an effective lack of growth in agriculturc since 1977 together with continued
increases in output from manufacturing, construction and electricity production has
meant that the proportion of GDF at constant prices contributed by agriculture, forestry
and fishing has declined while the share from industry has risen. In 1979 29.7 per cent
of GDP at constant prices came from agriculture, 25.3 per cent from industry and 43 per
cent from services. In 1977 the proportions were 32.3, 22.9 and 44.8 per cent
respectively.

et e e e S



- 124 -

3. Selected economic sectors

{a) Agriculture, forestry and fishing. The rains have been heavier than normal
in the main rainy scasons 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 :

vhile there was a further reduction in 1979.

.. Livestock gencrally has been pastured more casily on the grasses created by the
heavier rainfzll and both milk and meat output were higher in 1978 than in 1977 although
some fall in milk production appearg 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 tc 1979 {in thousand tonnes
except milk which is in million litres) sl

1975 1976 1977 1978 1979 b/

" Coffes. . 66.15 80.30 97.97 84.33 78.6

CTea - 56.73 61.98 86.29 93.37 96.0
Sugar cane 1 654.58 1 652.60 1 838.14 2 349.21 2 70l1.6
Majze 487.83 564.75 423.96 236.27 237.0
Wheat 145.46 186,77 165.88 165.94 160.0
Rice paddy 32.11 . 39.30 41.42 35.82 34.0
Cotton 16.12 15.80 16.26 27.19 35.0
Sisal "43.64 33.56 33.20 31.46 33.o
M1k 230.61 20B.66 259.45 169.80 c/

Source: Economic Survey 1976: Republic of Kenya, Central Bureau of Statistics.

a/ Sales to marketing boards only.

b/ Forecast.

¢/ A fall is likely.

(b) Mining. This is a small sector economically and the major products are
gemstones, fluorspar and soda ash. The velume of total output has changed little since

1976 but changes in relative prices have had an impact on production of specific
minerals and their profitability.

S
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(o) Manufacturing. After voiume increases in output of 16 per cent and 14 per
cent respectlvely in 1977 and 1978, the present indications are that growth in 1973 will
be much lower and around 5 per cent. A substantial number of sibgroups of the _
-manufacturing sector have reported’increased sales in the first half of 1979. Production
of sugar, soft drinks and fabrics ircreased by more than 10 per cent in volume over the
same period of 1978 hut 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-troleam products rose 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 earlicr surveys there has been a fairly subatantial rise in the
range of products manufacfured in Kenya since 1976 and the volume increase of nearly
40 per cent in three years shows hoew the sector has expanded. One reason for the slow
down of growth in 1979 is the difficulties facing theUgandan economy but stagnation in
consumer demand has also contrlbuted

{e) Energx.' All petroleun consumed is imported or produced from imported crude.
Electric1ty consumntion includes supplies imported from Uganda but in 1978 and 1979
large increases in domesuvically-generated ydro-electric powes have enabled imports to
be curtailed.

The present production at the Mombasa 0il Refinery includes about 40 per cent for
export but this proportion has fallen fairly drastically since 1973 when 54.3 per cent
of prqducts were exported.

Local production of energy in the form of petroleum, electricity and coal and eoke
but excluding fuelwood and chorcoal accounted for only 12.8 per cent of consumption in
1978, an improvement cn 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 Lle_tr1c1gz and;petroleum productlon, 1975 to 1979

First half
197z iavo o L1877 1978 1979
Elaectricity generated (millien xWh) 971 1 158 1 113 1 382 736

Crude petroleum througnhout at
_o0lil refinery (millicn tonnes) 2 838 2 575 2 570 2 585 I 348

Source: as table 2.

- () Construction. This sector has been recovering from a setback experienced in
1975 and 1976 and output volume increased cubstantially in 1977 to 1979 while the
profitability of *he irdustry also improvid.




Cement consumption including stock changes in the domestic econcmy has risen
rapidly since 1976 from 358,500 tonnes in that year to 482,500 tonnes in 1977,
523,400 tonnes in 1978 and a possible 610,000 tonnes in 1979.

Figures_oﬁ building plans passed in the major municipalities together with the
higher level of capital spending envisaged in the latest development plan suggest that
output from this sector will continue to grow probably at a substantial rate.

) ‘Qg) Transport services. After the disruptions which occurred from the fairly
ebrupt nature of the break-up of the institutions serving the East African Common
Market Areca, recovery is now very much in evidence in the performance of the major
transport modes. There is still a lack of data, although this problem is also being
vercome, so it is difficult to present a comprehensive picture but what is available
shows that the number of vehicles on Kenya's roads has been rising rapidly. The
capacity of Mombasa Harbour has been raised although with disruptions in transport
links with neighbouring countries there has not been any real increase in the cargo
loaded and unloaded since 1975.

The railway system isg being improved both the permanent way and the gquantity and
quality of the rolling stock available! and the changeover from East African to Kenya
“Airways has reached i stage where Kenya is now starting to offer services to new
destinations, '

The completion of the two new major international airports at Nairobi and Mombasa
has coincided with a period of fairly flat tourist demand for air travel but there are
“how signs of growing traffic on direct flights from Europe to Membasa in particular.

(h) Tourism. Tourism has been going through a difficult period since 1975 if
judged from the total number of visitor departures but the figures given in table 4
afeugrobably somewhat misleading because the major fall in visitor departures has been
in persons from Uganda and Tanzaniz whose expenditure in Kenya is not nearly as
significant as for persons from othex originating areas,

Kenya: Table 4. Tourist statistics, 197% to 1979 (thousands)

Departures Total stay Bednights a/
1975 386.1 4 963 3 209
1976 : 424,2 5 308 3 574
1977 344 .4 5 101 3 838
1978 3323.3 4 745 3 982

First half 1979 ' 18,9 cos 2 090

Source: As table 1.

E/ Includes permanent guests and Kenya residents.

- The total'stay'q‘ visitors has also been stagnant or falling since 1975 but with
mre occupation of ho:als by peimarent quests and Kenya residents there has been a

continuous growth of hotel bednights. There is also evidence that visitors to Kenya
are spending more time in hotels and less with friends and relatives.
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4. Exponditure axd the GDP

The figures given in table 5 show that belween 1viZ and 1978 the growth rate of
expenditure ca gross fixed capital formation was much greater than the increase in
private consumption and public censumption. This indicates the effort being made to
speed up developument by building fixed assets to produce future wealth.

Kenya: Table 5. Expenditure ax! the GDP, 1975 to 1978 imillions of Keny: pounds)

Annual growth per

At curxent wrices 1875 1576 1977 1978 cent per annum
Privete consumpticn 512.03 913.48 1 068,19 1 340,61 18.3
Publiz consunption 219.3 253.79 322,05 407.00 22.6
Grogs fized cagpital

formation 241.89 290.43 390.01 508,67 28,2
Change in staochs ~24,8L 3.84 51.22 88.58 .
Evports legs Imports . -56.1C 10.:0 68.30 -220,60 .-

Total GDP at uarxet S
price: 1 192.31 1 47)1.64 899.77 2 124.26 21.3

4

Scourzes As toble 1.

The prcpertien of GuP on wublic and private consumption in 1978 was 82.3 per cent
and rn grows Fixsd canlita”. formation was 23.9 per cent. There were also stock increases
egual to ebsub 4 ver cent of GUP but much of these increases was a result of the import
boom that occurrsd. Tie oxcess of consumption and capital formation over the level of
@P nf £,2 per cort excluding ctoel: changas and 10.4 per cent including stock changes
wags financed ov oo Inflcow of cesources fiom abroad.

5. External trade ond helesce 0F payments

35 indicated c¢xrlicr thoe celawation of controls as a result of the very favourable
balanca of moywents sitvacicon in 1377 led to a very large increase in the volume of
irports in 1078} howaiox, the loss of foreign reseérves which then occurred itself led
on to the Irtrafaction off oo rnnomo deposit schome In Decomber 19786 cesigned to curtall
imports and restorae th cceuntzy's foreicn reeerves., This has meant that after a very
hich level of imperts In 1978 these have been reduced quite drastically in 1979 and
‘have falien at the s7me time 2s export earnings have been reduced,

The —ountry's rast impé:tant cxperts ars coffee and tea followed by petroleum
products. While *Iove vas a large vrise in export earnings in 1977 as a result of the
coffae heom, redustions in erwporis in 1978 and again in 1979 caused the difficult
foreign exchangs situation which has been described and the messures necessary to
ccmbat ths sama. As rojards import prices there was no over-all increase in 1978 but
in 1979 the cituation has worzened guite considerably and one result has been that the
tarms nf tradco ha"* date 1m*atel sharply. Baced on 1976 the trade terms were 112 in
1978 but in the firet h:lr cf 1979 had fallen to the Zow figure of 87.



- 128 -

Kenya: Table 6. External trade and balance of payments, 1975 to 1979
(millions of Kenva pounds)

First half
1975 1976 1977 1978 1979

External trade

Exports and re-exports 238.0  345.1 501.8 395,7 186.5
Imports 362.6 407.0 531.4 661.2 . 288.8
Balance -124.6 -61.8 -29.6 ~265.5 ~102.3

‘ Balgncé of ?ayments

Goods and services (net) -102.4 -58.0 -5.4 ~202.3 2.
Private transfers (net) -1.4 -6.3 3.5 7.5 e
Government transfers (net) 19.9 12.4 26,0 32.3 e
Capital 6£8.9 88,6 S0.4 171.0 ‘e
Reserves and related items 16.9 -35.6 ~112.7 77.6 e
Errors and omissions _ -1.9 -1.1 -1.8 3.9 -

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 KE175 million there will be a substantial improvement compared with 1978 when it was
as high as KE£265.6 million,

6. Development aid and extérnal debt

The data given above on government transfexs shows a net inflow of Kf19.9 million
in 1975, 12.4 million in 1976, 26 million in 1977 and X£32.3 million in 1978. Not all
these funds accrue directly to the central yovermment becausc their accounts show external
grants ranging from KE7 million in 1975/76 to K£28.7 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
riging rapidly and the external debt, funded and unfunded, doubled between June 1973

and June 1978 to reach K£242.6 million and net servicing charges in the yearwhich ended. 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. Goverrment revenue and expenditure

In the periocd 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 June)
{millions of Kenya pounds)

1274/75 1975/76 1976/77 1977/78 1978/79 a/

Current revenue 226.6 269.2 320.6 472.2 502.3
Current expenditure 207.4 246.8 285.1 400.1 470.0
Capital receipts b/ 8.2 7.0 10.5 9.0 28.7
Capital expenditure 94,2 126.4 '124.7 190,2 210.0
Over-all balance -66.8 =97.0 ~-78.7 -109.1 149.0
Financed internally c/ 31.0 53.3 53.3 65.9 82,2

externally - 25.8 - 43.7 25.4 - 43.2 66.8

Source: As table 1.

a/ Provisional estimates only.

b/ External grants,

¢/ 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 expénditure was much less than had
been budgeted, it was sufficient to widen the deficit which required financing. This

deficit of K£142 million appears to have becn covered by KE66.8 million from external
funds and K£82.2 million domestically.

8. Mcney 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 nct 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 or 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 K£€14.8 million
to reach KE112.5 million. Figures of gross foreign asscts 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. 1In 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 End End ‘ End April
1975 1976 1977 1978 1979_
Net foreign assetg o 28.4 72.6 180.4 97.7 112.5
Domestic oradit
Net claims on Government 88.3 94.9 90.0 161.3 158.8
Claims on official entities ) 15.2 10.7 12.9 10.5 12.5
Claims on private sector 217.2 268.1 359.8 456.8 465.5
Money 227.0 283.7 421.3 465.0 442 .4
Quasi-money 113.7 139.0 199.3 240.9 1 250.3

Other items (net) 8.3 23.6 22.5 20.3 e

) wséutce: IMF, International Financial Statistics, vol. XXXII, No. 10, October 1979,

o

On July l1st 1979 the statutory liquidity ratio for the commexrcial 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
gigns of stagnation in the economy

g, 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.
While consumer prices rose at an annual rate of 11 per cent in the four months to
September 1979 the rate of ircrcase for the year succeading 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 and a further 4.4 per cenc in 1978,

10. Employment and unemployment

The preéidential 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 emplovment shows that in
1978 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. N

The rate of creation of new jobs over the last few vears has not been sufficient
to absorb the school leavers nor the substantial numbers of unemployed seeking work.



11. ©Other social sectors

(a) fducation. There has been a fall in the numbers enrclled at primary schools
over the last two years and the total for 1978 is currently estimated at 2,978,000
compared with 2,995,000 in 1976. Thus there has been some fall off in the proportion

of the 6-12 vear old age group at school with a figure for 1978 of 83.2 per cent compared
with B5.6 per cent in 1977.

as reported in last year's survey the growth of secondary enrolments in Kenya is
taking place almost entirely in unaided schools which are being developed throughout the
country by the efforts of parents and neighbourhood associations. In 1978 there were
240,615 students at unaided schools and 121,410 in aided schools. For aidcd schools the
increase since 1976 was only 2,775 but for unaided schools the rise in enrolments was
78,862.

_ Technical and vocational training is also being increascd in Kenya while at the
wniversity level there were 5,942 students at the University of Nairobi and 1,553 at
the Kenyatta University College in 1978/79 with a fairly substantial increase in
enrolments in the 1979/80 academic year.

{(b) Health. Health services are being improved in Kenya by additions to physical
facilities, in the personnel available and through education in personal hygiene. In
1978 there were 225 hospitals, 501 health centres and 1,103 sub-centres and dispensaries
with 24,708 beds and cots, a rate of 166 per 100,000 population.

The increases in health personnel in 1078 were in the numbers of clinical officers
in government service and in the total pharmacists, registered and enrolled nurses.
There were 1,466 doctors, 130 dentists, 1,459 clinical officers., 245 . pharmacists,

6,388 registered nurses and 7,908 enrolled nurses. For the doctors the ratio was 9.5
per 100,000 population and for nurses it was 92.67 per 100,000.

(¢} Housing. Rent surveys carried out in the more important urban arceas reveal

a very substantial growth in shanty-type dwellings. Considerable efforts are being made
to supply many more dwelling units to help meet the housing shortage but in general
progress is not as rapid as is required.

B. MAJOR PROBLEMS

The balance of payments has been difficult since early 1978 and steps taken to
control the situation have had the offect of reducing the over-all growth rate of the
economy. Employment creation has not been high enough to cater for all those seeking
work and in 1979 farming incomes have been reduced by about 7 per cent because of the
fall in coffee prices and lower output. One direct consequence of the ending of the
boom induced by high coffee and tea prices has been to cause consumer demand to fall
or stagnate leading to much lower growth in output from manufacturing industry.
Industry has also been hit by the continued Tanzania border closure and by the
difficulties in Uganda.
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C. INTERNAL DEVELCPMENT POLICIES

The new development plan to run from 1979 to 1983 aims for economic growth leading
to an equitable distributicn of the increased income and wealth among the people. The
allgyiatioh of poverty has a dominant position in the formulation of 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 €.3 per cent .
a year and Kenya will continue to seek foreign private investment in selected sectors
as well as grants and loans from jnternational donors in order to augment the domestic
resources available. :

After the easier development opticns in earlier plan periods it is now necessary
to consider moving in agriculture to the development of arid and semi-arid areas and
in industry to an emphasis on increasing production for export. Dispersion of industrial
activity throughout the country is mnother objective.

The budget in June 1979 incrcased the level of the sales tax from 10 to 15 per cent
and raised other indirect taxes inciuding licence fees on vehicles in order to levy more
tax on the middle and upper income groups.

D, . PROSPECTS FOR 1979 BND 1980

The year 1979 has already been covered, a growth rate of GDP at constant prices of
less than 4 per cent is now in prospect. For 1980 much will depend on progress: in
agriculture and the earnings realized from the major exports. Coffee prices could be
higher in 198c and output should recover from the low level of 1979. More earxnings from
agriculture will help create a base for increased consumer demand and ease the balance
of payments constraints. A freer economy would be able to advance morce rapidly.
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A.  ECONOKIC AlID COCIAL DEVELOPLENT, 1978/79

1e Introduction

In the last survey in this series tentative figures for the estimated GOP w» to
1977/78 were bublishad which showed an average growth rate of abcut 20 Der cent a year
at current prices between 1575/756 and 1977/7u, at constant ‘prices the increase was
probably around § mer cent a vear. These figures were only very aroximate and will
naturally be subject to substantial revision when more detailed estinates have been made.
No estimates have been prerared for 1870/75 but the agricultural industry had another
relatively successful year, the mining sector benefited from the substantial increase in
diamond producticn, and the commerce and services sectors saw further advances based on
figures of substantially higher imports and of higher government current expenditure.
There was some fall in the average numbers em:loyed on the minss in South Africa but
their average ezarnings were increased. Construction activity has again inoreased in line
with the greater investment effort especially in the public sector. A4 further rise of at
least 20 per cent in GDP at current prices is indicated; at constant prices the increase
would probably have exceceded & er cent,

The external trade deficit widened in 1970 despite a large increase in exports from
R 12,2 milidom %o I 20.6 millions Imports rose from 3 16S.4 million to R 230.3 million
s0 the realized dg1¢c+t which had been R 107.2 million in 1977 increased to R 200,7 million.
There was a rise in the net foreign assets of the commercial banks in 1970 (there is no
central bank) of R 2,€ million so the increase in the trade deficit was more than covered
by personal remittances (including purchases ) by migrants working in South Africa, .anc an
aid and carital inflow,

Figures to QOctober 1970 show & further rise in’ net- fbrelgn assets thls time of nearly
R 20 million so this should indicate an inorease in the inflow of personal remittances,
and a higher aid and capital inflow. Imvorts vere substantlale greater in the first
quarter of 1970 and despite higher earnings from dlamonc exports the trade.deficit
probably widened further. With higher capital expenditure and an increase in Government
recurrent expenditure the present indications are that the GLP should again rise .
substantially st ~urrent orices in 1976/00 but much will depend on the adequacy or other—
wise of the rains for agricultural productions After three relatively good seasons, there
is always the prospect of a bad scason with low rainfall,

2. GDP by industrial origin

There is little to add to the data sublished in last year's Survey and table 1 is
a repeat of the information given in that table for 1975/76 to 1577/70, For 1978/79,
mining’s share of GDP probably rose substantially but for most other sectors the rélative

.
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proportions were lilkely to have changed only little. Agriculture is still by far the
most important sroductive sector in the econonys. The services sectors including commerce,
hotels and transport accounted for more than half the total GEP in 1977/7C and this was
also the case in 1S70/7S.

Lesotho: Table 1. GLP by source, 1575/76 to 1977/7¢ (million of rands)

At current prices 1575/76 1576/77 1577/7C
Agriculture, forestry, fishing 37.7 3.6 - 38
Mining 1.7 2:7 3.0
Fanufacturing 3.6 360 2,6
Construction 2,6 5.3 i3.1
iholesale and retail trade, hotels and - 3
restaurants 15.5 S 21,0 - 2527
Transport and communications 2.1 2.9 346
Services a/ ‘ . 563 27,0 k0.4
Total GDP at factor cost 67.3 1063 - 126.5

Source: Compiled from data supplied by Lesotho authorities.
a/ Includes electricity-ahd water,

3« Selected economic sectors

(g) Agriculture, forestry, fishing., Considerable aitertion is still being given io
developing the agriculture sector and priority for agriculture is one of the keynotes of
the proposed third development plan. This emphasizes the enhsnced 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 forming
population will be educated in good farming practices and tne proper maintenance of
conservation works.

After the poor crop year in 1975/76, output in the threae co »din. sedsons was
good being helped by the favourable rainy seasons. However, despite the increase in
output, food imports continue at a high level.

O T2

Lesotho: Table 2. Output of selected agricultural products, 1575 to 1970

1975/76 1976/77 1977/78

Maize {thousand tonnes) Lo 126 143
Sorghum (thousand tonnes) 24 62 86
Wheat (thousand tonnes) L5 53 55
Peas and beans (thousand tonnes) 14 22 15

1875 1576 1977 18978
liohair exports (tonnes) 600 300 357 LS5
Wool exports (tonnes) 2 600 1 700 2800 2 352

B i et S R

o~

Source: Compiled from data supplied by Lesotho authoritiese.
S i e sy



- 135 -~

The Basic Agricultural Services Programme designed to provide a country-wide service
and xnputs to agriculture has been slow in starting but it is wow. belng supplemented by
a momirtain -livestock devqupment programme, This latter programme will co—oﬂdlnate N
animal healih, stouk-br¢°d1ng and range-management activities in selected areass - The -
national :abattoiy under Qonsiructxon will provide & va“u&ble focal point " for the proce851ng
of the offtake of the livestock sector., There are other préogrammes to encourage plgm
raising, poultry~farming and fish-farming. A woodlots project has been under amy-cince
1973 and. is now: be¢ng :supplemented by a large-scale forestry prOJeCto

One result of the‘presenu dlbt?lbﬂtlon of 1ncomes;of'ruval households_ls that there
is a vubbtgnt 11 p“cpor+1on of children who are chronlcally malnourishedo

7§) Mlnlnﬂa Thc Letseng~Le—Tera~ d*amond mlne entered 1nto full scdle- productlon o
in 19 ard expor*s of diamonds in that year rose to 67,222 carats worth R 16Q70‘m11110n.-
The average value per carat was R 248.4, three times as high a$ in 1977 when 1A,977 carats
were exported. Other minerals exploited at present include clay and certaln bu11d1ng v
materials., £ complete inventory of existing and potential minéral resources is being
prepared: Scveral promising diamond deposits have been identified and uranium and mercury
mineralization has been discovered, These areallbeing followed upe ™ -+t - &oiiilii.

\" . f,..

I 5 1q 3yoposed to open and operate a dlamond mine at Kao and- to open the ce new sites
for coﬂcpe*atlve dlamand dlgglng ueeldes upgradlng the two exlstlng s1tes. a SR

#ar

L
“w M

,.(_) Dhgﬁﬁggtuy1gg Tnere are 36 manufacturlng enterprlses of whlch n1ne process
agriculturel zond.ovher qoﬁnf’va“rodLned productss The remainder process. or’ assemble'”“';
imported mzteriais or components., There are also a number of handicraft oentreso iR
Development activity in this sector is concentrated on fhe activities of the Lesotho
National :Development Corporation and BEDCO, the organization established to help develop
small—sca1e .enterpe 1ses. A major new.project whlch will have a ‘substantial impact én
output in this sector is the abatto~r scheduled to enter prodhct1on in 1980. Pactories
to provide building materials from locai materials have also been built, o

(d) Eiectw: ieitye Most electricity nised in- Lesotho ‘ts -imported from the -Sokith African
grid but; it is ﬁropoued to develop. local capacity and the large-scale water scheme to
pPOYgQﬂ wa?er in buil: to South Afrlca will also generate substantlal elﬂctrzcz,tyo There o

a -

are, pthev possible nydro-electrlc power sites, S . s
The Higliiznd Water Scheme will entail the construction of 5 dams for storage, a 100 kin

diversion tunnel, 3 power stations and a pumping station. Construction is expected to

begin  towurds tmg end of the thlrd plan perlod but w1ll take 20 years Lo be completed. )

") Cons®zuction. This has been a major growth sector over the last feW‘Years and
1ncre351ngly the country is benefiting from the. ablllty of its local contractors to,
develop their, capaclty to undertake magor contractge "In any event the 1ncreaae in develop-
ment expendituve has helped ecreate additional employment in this sectors,™ By the end of -
the third plan period it is hoped to have 3,500 persons working in the labour~intensive’
construction unit.
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(f) Iransport servicess 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 countrys The policy of high road expenditure is to eontmue in the third plan period
when a total of R 102 million is scheduled to be spents In this same period the new

o intemationa.l airport will be built for R 34 million and when completed will be able to

ac_cqnnnodate aircraft on flights from outside the subregion.

In 1976 a total of 10,163 road vehicles were registered or reregistered and in 1977
the figure rose to 11,500, Of thelatter total 1,130 were trucks and 3, 287 were vanse
There were also 237 buses and mini-buses and 1,303 tractors and eombine harvesters.

(g) 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 1379 the laseru

‘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 bu:.lt. : _

“"4e  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 1977/7C was R 1602 million, private consumption expenditure was a high
R 26844 million, public consumption was R 32.9 million and gross fixed capital formation
was R 3049 million. There was also an increase in stocks of R 4.5 million so the gap
between GDP and total exjenditure had to be financed by a new resource inflow of R 1825
million, This resource “inflow was financed by the earnings of migrant workers abroad
and by an inflow of aid and cap:.tal. : :

For 1978/79 it seems likely in view of the higher v1s::.b1e trade deficit that the net
resource inflow was greater than in 1977/78. Gross fixed capital formation in 1978/79
was probably sign:.f:.cantly h:lgher tha.n in the preceding years

_5- External trade and bala.nce of payments

‘There was a further rise in the extermal trade deficit in 1978 from R 18742 m:lllion
to R 200,7 million but the extent of the increase was very mnuch less than those recorded
in 1976 and 1977, The substantial rise in exports in 1978 was due to much higher eamings

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 1977/7C these ea.rnings were valued
a'l: R 118.3 millions .

Other large net 1nflows in 1977/78 were R 328 m:.ll:.on from the customs union agree-

“mant a.nd q 25, 2 m:.llion rece:.ired as Govemment gra.nts and loans o as directly funded

aid.
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L 4

‘a/ Pfa?iSiUhalq

lesotho: Table 35 ccrnml trade and La1ance of payments,l945 to 2‘ (m11110n of rand)
1875 1976 1977 1978 af
External trads ’
Trperie 02 Lia7 122 29:6
¢myu:;u 117.3 176,68 19904 '2§0p3.,
Balance ~108,1 ~164,9  =187.2.  =200,7
~LO7LIT5 1975/75 2975/72.. 97U
Pﬂ1ancp of payment . . _
Goodz and services (nnt) 74 ~109.6 -=14G03 ~160.4 -175:3
Net earnings Basotho abrcad - 59.9 80,0 103.1 18,3 .
"Customs union revenue-.. .-l A 7«3 155 iE.5 LSB2,G0 e e
Covernment grants #nd loans Let 8.4 ic.4 1B 2
Directly funded add - - . 5.0 ... 740 S o W 40,0
Private foreign investmenrz. - 5.0 13,6 20,6 5e¢3. - -
Reserves. ete, ¢f 179 148 05 Bl
Soﬁgce.- towp:;ed xrcm dat4 cupp;lhi by Iesotho authorities.

.EfA,Excludéb yigranig‘ﬁet ezrniﬁgsﬁ

g/‘ And errors and om“ss~cus,

Both these Esour'rzséa of inflou vose in 1978/70 and the countoyls net fcfeiéﬂ assets
also increasedas : i
6o Troisensl asd

"\-4« -_.’-u{-;

sat coiovnat deht

Tn 3977/78 as

to the

&4
Government tex

wkn in the balenne of pavwents statistics. external grants and loars
re wvalued at R 15.2 million and dlrectiy funded aid at R 1C.0 million.

Thzee figurec show o substantial increase -on those of R 4.5 million and k 5 millién recoxded

fovr 197’1/ 75-:

.- Capital assistance constilutes a genercus responsc on the part of the donar cormunity .
Ta ?979/80 such ausgstinaﬂ uas  expected to:be worth R 29 4 arillions : o gy
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The total of loans currently outstanding with Governmment had risen to R 53 million
in 1979 of which R 13.€ million was internal public debt and R 395 million was external
public -debt. A s:.ccessful domestic bond -ssue helped raise “otal internal debt to '
R 31.6 million by the end of 1979,

T Government revenue and expenditure

Table 4 provides information from the budget estimates or revised estimater. While
the data on the recurrent revenue are theight to be on a consistent basis, the mothod of.
presenting the recurrent and capital expenditure has been charged for 1978/79 and 1979/80
so that the series is not consistent with earlier years, This is particularly so for the
capital account which in the two latest years includes donor-aided expenditure. 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 77.4L million, customs revenue was _
50414 million, Similarly in 1979/80 customs revenue was R 71,50 million oot of = totcl of
R 96,22 million. '

Iesothos Table 4. Government revenue and expenditure, 1975/76 to 1979/80 (millions of rand)

Estimates or revised estimates 1975/76  1976/77  1977/78  1978/79 197980

Recurrent revenue 2903 30,1 53.69  Z7ohh - 96,22
Recurrent expenditure o 26,2 3203 45.84 66,00 a/ 79,93 af
Capital receipts 740 8.7 20.38 aaon. va-
Capital expenditure 12.4 15.1 25,69 62046 b/ 100,21 b/
Total receipts 3603 38.8 711-.07 9490 . -
Total expenditure 38:6 L7l 71.53 128,40 180e14 g,
Balance "'203 "'806 +29511- vae L XX}

Source: Compiled from data supplied by Lesotho authorities.

a/ Includes administration account and reserve fund,

b/ Includes donor aided expenditure. |

c/ Excludes R 11.06 expected under—expenditure on capital projects.

Of the total recurrent expenditure shown for 1579/80, R 64431 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 fund,
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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 milljon for financial institutions for a new ceatral
administration block and for completioh of the Hilton Hotel; R 5 million was for education,
R 5.5 million for commerce and industry while R 10 million was to be raised by commercial
loans for new shopping complexes and R 2 million for housing. 2 4 million has been o
allocated for a start to be made on the new international airporte

8. Money and banking

Theré 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 pgazetted in November 1975
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 acéept deposits from the Government. ‘

Lesotho: Table 5, Monetary surveyy 1975 to 1979 {millions of rand)

) A - T T End End End End - October
Commercial banks only 3/ - jops 1976 1977 1978 1979
Net foreign assets . 17.39 1740 23,16 25492  45.31 -
Net claims on Covernment - =081 . 147 6.22 6,82  =2.53
Claims cn official entities 1,40 2.34 heZ29 2458 2,03
Claims on private sector. . - .8.43 11.57. 1364 18,45 2559
Demand deposits .. . = . . o 7441 11:37 - 18,78 23.51 28.85

Time and savings deposit E . 16,70 2324 20,24 34.32 40,20

Source: Compiled from data supplied Ly Lesotho Commissicner of Financial Institutidns.
a/ There is as yet no central bank in Lesotho.

The,lesotho-MbuétéfywAuthority was planﬁed to commence operations in 1870 but the ..
issue of the new currency was postponed to January 1980, .

- The figures given in table 5 show that 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 mgderately,inll978 Lat fell sharply to --2.,53 million rand by October 1979.
Claims on official entities fell in 1978 and 1679 but credii to the private sector
continued to advance at a substantial rate in both 1976 and 197C.

The net effect of these movements was that demand deposits at the commsrcial banks
rose by 25 per cent in 1978 and by a durther 23 ner cent in the first 10 months of 197G.
Time and savings deposits were higher by 17 per cent in 1978 and by the same percentage
between December 1978 and October 1979,

et e e 1



9. Hages and prices

- As reported in last .yezr’s survey there have been substantial wage adjustmeﬁfs over
the last” féw years and money wages appear vo have been keeping pace with the inerease in
prices, .

The index rumbzrs ~f consumer prices, of which there are three, show that the average
increases were 14,1 pcr cant in 1975, 11.3 per cent in 1976, 15,7 per cent in 1977 and e
1304 per cent in 1970, Thece rises in consumer prices have generally resulted from the
increases in the prices of goods imported into the country but domestically there have
been substantial inereages In rents in particular.

10, Emplozment and uvnemployment

Thereﬂlsrno 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 governmment - .
service, 9,000 ingquivvactinng?,SOO in manufacturing and the same number in wholesale
and retail trade., There hag been steady increase in employment since 1975. There were
121,062 employed on mines in South Afriea in 1976, 123,941 in 1977 and 124,973 in 1978
so mlgrant labour is still far more important than domestic employment,

In the first half of 1070 the average number at work on the South African mines was
123,090 a reduction uf 5,672 compared with the first half of 1978. Policy on recruitment
to the mines row enphasizes ra-employmont of ihose with experience and this has tended to~
stabilize if not reduce the nunbers enployed. However, the numbers recruited in the flrst
half of 1979 showed & substantial incresse 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 Lesothols
rural areas benefit lnr'Lro“ *the relatively high incomes possible when one or more members

“he household is werking aorcad. Pural incones without some such supplement are '
gxtremaly low.

-

ile Other social sectors

(d) Education, There vere 226,019 primary school pupils in 1977 and probably about
230,000 in ;9"J= Wita a further 29, 000 students in secondary, vocational and higher
education, the total enrolmend: of 250,000 was =qual to 19 ner cent of the dejure population.
This proportion would have boen highor if & greater proportion of the boys had been at
school bul the system of migrant. labour eacourages the use of school-age hoys for certain
agricultural tasks such as livestock herding.

It isz poliry $o increase tae number of secondary students fairly rapidly and to
develop facilitics for practical studies at manv sacondary schools,

(b) Heaith, Im. 4Q]9 ‘there ueie 17 general hcspltals, 2 speuialized hospitals and
143 cllnlcs and outstatsi ionse 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 village. Efforts will be made to improve and expand the network
of clinics and outaat*ant depﬁr+nents;:\7he largest hospital in Maseru is to be expanded
instead of buiiding 2 new refevical hospital in the capital.
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_ (c) Housing, A policy has been formulated but not formally adopted which aims at
equallzatlon of -housing opportunities for all incomé groups; the mobilization of domestlc
sav1ngs to finance housing and assistance for construction by self-help methiodss In the
third plan period >ow~cost housing will be 3u11“ fo~ sale and rental while existing housing
V_Wlll be upgrededo ' N ’

(g)_ Income distribution. - The =stimates of household incomes are R 2,000 for urban
houscholds, R 1,500 for rural househclds where one family member is worklng on the mines
in South Africa bui R 400 ur less wher: there is no such femily wember. Yith a tendency
to a stagnant oi reducing numier working on the mihes waile the numbar of rural households
1ncrcaee~, it is estimated that the aroport1ou of poorer rural néuseholds is 1ncrea51ng.

B.' MAJOR PROBLE

"As indicated in last vear's survey the extreme demendsnce of the lLesotho econony on
migrant workers on tke South Aifrican mines is a scurce of notential very real difficulties,
The migrant labour system was {ending to lead to hlgher numbers Being employed up to 1977
but in 1978 +here wag a- change of policy ir. employment on the mines and the’ present
emphas1s is now on rehlrlng experienced vorkers., Up to June 1979 this policy was leadlng
to a small reduction in the average numbegs - ene;oyed with a fall from 123,762 in the first
half of 1978 to 123,020 in the same period in 1870, One direot consequence is that the
school=leaver now has extreme difficulty in ;1nding migrant employment and this has
increased the pressure for domzstic employment from this gﬂoupn

, Deeplte the eV1dent emergence of unemployment Lesotho is hot yet able to neet its
requlrements .of hlghulevel and: middle-1evel: personnel in many dwshlallnes, Thus expatrlate
workers are Stlll emplnyed ine substnntial numbersoi-=

Agrleultural nroduct1v1ty is not ehow1ng mucih sigh of 1ncrea51ng desplte the 1ntensxve
effort made in. this, .airection. nartlculariy in recent years, ' .

y The mountaln areas have bE»L VLFfUdliY esolated f?om tHe *est of the country and are
Epoq;ly served wlth rocial ameﬁlt¢931 :

D, INTERNAL DEVEIEE%ENT FOLICIba

The strategy for the third plen period aims at reducing vulnerability to extermal
pressures through sustainable economic growth and divers 1fwca+1on~ There must be a
substantial ircrease in domestic employment; other 2ims ~ve to increase social welfare,
te promote sccial justice, *o protect land and water resources ah the same time as
exploiting them to the fullest extent, Programres will aim at increased production in
agriculture and industry and will ensure a deeper involvement and Fuller participation of
the community in national development,

The plan emphasizes local production of food grains, the development of domestic
services as well as the creation of employment in industry and agriculture. In industry
appropriate technology and investments with lower zapital cost per employee will be aimed
for.
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.. In the social field there is a need to enhance the well-being qfwtﬁe furil population,
Hater supplies and family planning are among ‘the fields of emphasis in the health field,
Training will be directed at income generation and better family living in the rural areas.

Further extensions of rosd and air communications are planned to complete the programme
for bringing the mountain comnunities into ecloser contact with services in the lowlands,
The new -international airport will come into operation in 1962, Total capital spending
is set at R 512,4 million in the third plan period, o T

. in his budget speech 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,
the Hilton Hotel, the abattoir, and an industrial brick factory in collaboration with aid
donorse He also announced measures to increase the efficiency of the collection of revenue
and control over expenditures He indicated that a general sales tax would be introduced
once the details have been worked out, ‘ :

The steps taken in introducing the Lesotho lionetary Authority and its policy have
already been mentioned earlier in this surveya 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, '

Ee PROSPECTS FOR 1979 AND 1980

The background for the likely increase in 1973/79 has been discussed in the. introduc~
tion and a further rise of at least 20 per cent in GDP at current prices and one of more -
than 6 per cent seem likely to have taken place, For 1979/80 the impetus to higher
development expenditure will continue and the widening gap between exports and immorts will
require more migrant earnings to be repatriated and a greater aid and capital infiow,
Higher receipts under the customs vnjon are expected and Government recurrent expenditure
will also be greater. luch will depend on whether the 1979/30 agricultural season is
reasonable; it is unfortunate that there could be a poor season on average every four
years and there has been good rainfall for the three seasons 1976/77 to 1978/79, Thus it
seems realistic to expect a lower rise of GLP at current prices in 1979/80 than has cccurred
in the three years to 1978/79, At constant prices the rise may alsc be lower than the
average of 0 per cent recorded in this earliep neriod,
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- MADAGATCAR - -
A.  ECONOMIC AND SOCIAL DEVELOPMENT, 1978-1979

1. Introduction

In 1978 there was a fall in the volume of agricultural oroduction and probably
no growth in outout from industrv so thet the over~all result with little increase.
in the services se¢tor was a fall in GDP of about 3 per cent. There was actually
a rise of GDP at current prices of 3.8 per cent but consumer nrices rose by 6,0 per
cent and other nrice increases suzrest that the GDP deflator was nrobebly of the
order of T ner cent. The fall in agricultural output has been assessed at about
> per cent due to 'poor rains.in the prowing season, in industrv a shortase of raw-
materials and spare parts led to a stamnation in output. Tor services a strong
increase in government expenditure on salaries did not heln the services gector to
record any advance at constant prices. The balance of trade worsened in 1978 with
exports growing in value by 5.2 ver cent but imndrts risine bv 17 per cent. The
trade deficit which was only 2.6 billion Malapgasy francs in 1977 rose to ™G 12.7
billion in 1978. As a result the balance of nayments went from surplus to deficit.

First information show a stromg recovery in the econorwv 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 s more liberal exchangs
coutrcl system has had a good effect on industrial output while investments have
been sterped un within the framework of the 19735-1980 develovment nlan., 4 growth
rate of 10 per cent at current prices has been forecast and one of 9 per cent at
constant prices,

2. 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, 19.4 per cent from industry and the balance from
services, ‘

The continuing importence 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.k per cent for industry end 5.9 per cent for services including
government and households.

The forecasts for 1979 suggest current nrice 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 & result of a strong advance in both public and
private sectors, ' : ' :

L S e NS E—
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Madegascar: Table 1. GDP by industrial origin, 1975-1979 (millions of Malegasy francs)

Forecast
At current prices 1975 1976 1977 1978 1979
Agriculture - 162.4 169.2 185.7 187.6 212.4
Industry : 70.6 76.2 86.2 92.6 107.5
Services _ 101.9 107.2 112.0 11%.0 138.1
Import duties 1b,Q 1645 2n,0 20,0 26,1
Gross domestic production 349.8 369.0 A403.9 hik,2 L8k, 1
Adminiétration salaries . ha.h 48,9 52.5 59.6 . 79.8
Household services . .3,0 3.2 3.0 3.0 - 3.2
GDP 395.9 h21.1 Lo L L76.8 567.1

Source: Repobliks Demokratika Malasasy : Ministere aupres de la Presidence
charge des finances et du Plan: Direction de 1'Institut National de la Statistique
et de la Recherche Economique; Situation Rconomique au ler janvier 1979.

3. Selected economic sectors

(2) Agriculture, forestry, fishing. This is a kev sector in the country's
economy employing as it does 84 per cent of the active population. Crov and live-
stock production are both important. Because of the bad weather, cron 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 cassave 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 peddy rice fell to 225,000
tonnes in 1978 from 279,000 tonnes in 1977. Sales of other crons also fell but one
exception was cloves where the quantitv 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 148,600 tonnes in 1978, In 1979 with more favourable weather conditions
production has increased. The first estimates for rice naddy show an outmput 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.

4



- 145 -

The' size of animal herds fluctuates from vear to year, but on the whole there
is a small annual increase. In 1978 cattle herds rose to totel 6,800,000, there
were increases of 9.8 per cent in the number of pigs and 8.1 mer cent for goats.
The sheen ponulation fell apain by 7.9 rer cent following & reduction of 10.5 per cent
in 1977. As for slaughterings,there was an increase for cattle and goats, but for
pigs there was some reduction.

Despite the fact that Madagascar is an islsnd, sea fishing vlays only a limited
role in the economy. Catches of both sea and fresh-water fell in 1978,

Madagascar: Table 2. Agficultural production, 1975-1979 {thousands of tonnes)

Production 1975 1976 1977 1978 1979 a/
Rice - e . 1972.0 2o0k2.0 2200.0 1913.5 2 250.0
Maize 1. | - 120.0 136.0 154,0 11k4,6 131,0
Potatoas -« -« n e e e 121.0 133.0 150.0 179.7 215,3
Cassava 1 309.0 1 370.0 1 59%.0 1 594, 1°726,8
Sugar cane 1 377.0 1 287.0 1352.0 13Th.l 1 431,6
Groundnuts . _ k2.0 54,0 55.0 34,0 L3,k
Coffee - o 84,0 79.0 89.0 78,2 81,1
Cloves 4.5 12.9 k.7 12.8 18.0
Pepper 3.0 k.o 5.8 2.5 2.k

M&rkéted production

Rice .~ : o 240.0 240.,0 2

79.0 225.0 vas
Coffee - . S 65,0 50.0 T1.2 58.5 oo
Sugar cane ¢ 1 07°.0 1073.0 1 733.6 11o07hhk ...
Cloves L ¥.5 10,6 11.8 12.0 .o
Prepared vanilla . . ) 1.4 © 0.9 0.6 0.2 ees
Cotton . S 30.8 34.7 37.0 33.0 vee
Sisal : . 22.0 . 18,6 18.8 15,9 e
Groundnuts 21,8 .. 1T.0 20.0 24,0 .

Source: Madagascar, Minister du Develonpement Ruralj Banque Centrele du Madagascar.

' a/ Provisional estimates.

(EQ Mining. Output of both chrome ore and graphite fell in 1978 continuing
the trend of recent years. Output figures were only 119,300 tonnes and 8,300 tonnes
respectively compared to 164,800 tonnes and 15,700 tonnes in 1977.

{¢) Manufacturing. There was an increase in over-all manufacturing production
in 1978 and as ghown in table 3 higher output was recorded for sugar, cipgarettes,
paper, soap, matches and cement. The number of cattle slaughtered also increased
reflecting higher activity,in the abbatoirs. -Falls in output were recorded for heer .
and fabrics. L
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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 hlh 600 cublc metrea compared to 578,900 cubic metres in 1977.

Madagascar: Table 3. Industrlal product1on, 1975—1978

1975 1976 1977 1976
Mining . e e _ _
Chromite (thousand tonnes) 1941 7 2i1.h - 164,8 119.3
Graphite. (thousand tonpes) 17.8 17.% 15.7 8.3
Manufacturigg_ i N .
Cattle slaughtered (thousand), cen 80,4 81.6 90,1
Sugar (thousand tonnes) 1ik.5 107.3 109,k 115,0
Beer (thousand hl) ° 211.9 257.0 273.5 2570 -
Cigarettes (tonnes) .. 1439.1 1 804,0 19830
Fabrics (mllllon metres) _ FTeT 78.1 79.5 T8.2 .
Paper (tonnes) 10 622.0 9 053.0 11 498.0 12 636.0
Soap {(tonnes) 16 819.0 14 427.0 16 k2k,0 16 585.0 -
Matches- (mllllon boxes) '51.2 L84 62.7 68.9
Cement (thousand tqnnes) 58,0 69.9 52,2 66.0
Energy
Refined petroleum products (thousand m ) . f1h.8 578.9 1L, 6
Electricity (million kWh) 24h5.8 257.7 271.3 282.3
Index of industrial production (1970 = 100) 112.3 111.3 113.5 115.0

Source:

(4) - Electrlcltx

Natibnal data from Madagascar.

Production has been rising since 1975 with output in 1978

1L4.8 per cent hlgher than ia 1975 equal to-an -average increase of L.7 per cent a vear.

In 1978 itself the increase was L.,1 per cent with an output level of 282.3 million kWh.

Madagascar: Table k,

Selected transport indicators, 1975=-1978

1975 1976 1977 1978
Petrol and diesel oil consumptlon (millien lltres) . 281,0 22k.0 . 260 9 276,0
Ports, freight handled {thousand tonnes) 2 779.0 2 365.0 2 287.0 2 291.0
Rallwaxs ~ Preight {(million tonne/km) - 215.0 210.0 220.,0 219.0
- Passengers (million/km) 2k9.0 293.0 277.0 296.0

Road vehicles - new registrations 3 756.0 3 309.0 k& 126.0 .es
Airport ~ internationsl passengers (thousand) 66.7 76.1 ok,1 87.1

Source: As table 1.

-
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. (e) Transport. The relevant indicators point to little growth in 1979; increases
were Fécorded i# the consumptisi of petroleum products and the passengers carried by the
railways but in other sectors there was little change nr a fall in volume.

4 - Expenditure and the GDP

There was.a relative fall ip private. consumption expenditure in 1978 while both
public consumption and gross fixed capital formu’icn gres faster than the total increase
in GDP. The pronortions of GDP on consumotion and investment in 1078 were 88.9 per
cent and 14.3 mer cent resnectively with the gap in resources being covered by a net
inflow of foods and services.

Madhgascer  Table 5.  Expenditure. and the GDP, 1975-1078 (millions of Malagasy francg)
At current prices - - -7 1975 1976 1977 1978
Private consumption ) - 301.1 3°5.4 33k.4 3k2.2
Publié consumption Tk 66,6 2.8 81.6
Gross fixed capital formation - 48,k 52,1 58.0- 66,4
Changé in stocks . 2.2 1.8 2.2 2.0
Exports less imports of goods & services -16.2 ~5.8 80 -15.4
 GDP.at market prices  lizgs g %21.1 b59.k - 476.8

Source: As table 1.

5. "'Externsl trade and balance of payments

The large rice in imports in 1978 without a compensAating increase in exports led
to the trade deficit widening aporecidbly. At MG 12.L billion this vas the highest
‘deficit since 1975 when it stood at PG 13,41 billion. In 1976 and 1977 the deficits
were FHMG 2.39 and FMC 2,53 resnectively.

The small increase ia cuports in 1978 was probably due to some fall in realiza-
tions from coffee compensated for by hircher earnings frum the other nroducts including
vanilla and cloves. The substantial increase in imports was largely the result of
higher nurchases of cereals to make sood the shortages caused by the noor harvest in
the island.

‘Based on the balance of pavments data for the year 1975 to 1977 the deficit on
goods and services account will have widened avpreciably in 1978 probably to a figure
of about PMG 2€ billion. Part of this defieit was covered by continuing receints of
transfers (aid} by the Government, part by running down the foreism reserves and the
balance by short term credit errangemerts. '
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D e

Madagascar: Table 6, Externsl trade and balance of payments, 1975=1978 (villions of

Malagasy franes)

1975 1976 1977 - 1978
E;tern;l trade
Exports 6k .64 66,0k 82.63 * 87,2
Imports 73.05 68.4%3 85,21 99.6
Balance -13.41 -2,39 -2.58 -12,4
Balance of payments
Goods and services (net) -25,72 -18.L0 -15.21 vor
Private transfers (net) ~0.86 ~0.2k 0.98 -
Government transfers (net) 11.36 9.32 10.07 .
‘Capital 7.50 L,06 3.93 o
Reserves and related jtems) 10.52)
Errors and ommissions ) T.71 -5.26) 1.73 e

Source: IMF, International Finoncial Statistics, vel. XXXTI, No, 10, October 1979,

1978 trade figures from national sources in Madagascar.

6. Development aid and external debt

In 1977, total aid amounted to %US 59.2 million.

The foreign debt at the end of 197
million equal to ™G 47.8 billienm.

T Government revenue and expenditure

This was lower than in 1976 and
1975 and the largest vroportion was given for agricultural projects which took 30,2

per cent of the total, With the starting of the hydroelectric dam project at Andekaleka,
aid for the energy sector jumped to $US 1% million, but there were “-1ls in aid for

the transport sector and education. There are no firm data vet for 1978, but it seems
likely that the aid inflow has continued at previous levels.

T was estimated by the World Bank st $US 203

Government revenue has increased rapidly in recent years, but not as quickly
as expenditure so that the budret estimates show a growing deficit which is covered
by increasing borrowing, In 1978, estimated revenue grew bv 24.5 per cent, against
10.4 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 1979, the growth of revenue is estimated at 17.8& ver cent,

but expenditure growth is 31.) per cent mainlyv because of a considerable increase of

capital expenditure. The expected deficit is estimated at TMO 45.5 billion.

In line

with the growth in current expenditure the rumber o zovnrrmont. ‘amployeces hes grovm

from 58,942 in 1975 to 89,504 in 1979, growving iy 10.4 per cent o year. The

subsidization of food prices and especially rice is now costing FlG 20 billion a yezr.
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Madagascar: Table 7. Goverrment revenue and expenditure, 1975~1979 {hillions of Malagasy

francs)

Budget estimates 1975 1976 1977 1976 1979
Revenue 65.1 79.4 877 109.2 128,6
Expenditure =~ Current 5604 69,7 83.0 95,0 116.6

- Capital 19,5 26,3 31.5 3e5 1Y) -
Total 7549 965 114,6_132.5 1741 .
“Peftctt - - - 10,8 17.1 2649 2303 15.5
Financing ‘ : : S
Increase in net claims on Government :
by banking system 666 76 5e8 21,1 oo
Ae?2 9.5 21,1 2al  eso

Other a/

Source: Data from budget estimates of National Govermment, IMF, International
TFinancial Statistics, vol. XX{II, No. 10, October 1972 (for net claims on Government )a

| g/ Balancing items
8; Money and banking

The main feature of the monetary aggre

in net claime on the Government by the banking system.

fluctuations in the total of net foreign ass

gates since 1975 has been the substantial rise
This form of oredit has risen from
FUG. 12457 billion at the end of 1975 to FHG 6l.7 billion at April 1979. Claims on the
private sector have risen much less rapidly and over the same period there have been

etsa

Thus the major influence on the growth in

money supply has been government borrowing to cover the cash deficit between revenue and

expenditure.

1n'l978‘ifself net claims on the Joverrment 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 116443 hillion to FMG 137.35

billion or by 18 per cent.

In the first four months of 1979 the same trends are apparenﬁwénd money and
quasi-money rose by 5 per cent in thig period mainly as a

per cent or FMG 14.49 billion in government borrowing.

result of an increase of 31
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Modagascar: Table 8. Monetary survey, 1975-1979 (billicns of Malagasy francs)

End End End End April
1975 --3976 - - 1977.. . 1978 1979 -

Net foreign assets 12,26 11,82.. 15,74 4.44 0 1054
Domestic credit
Net claims on Government 12457 20423 . 26,07 47021 . 6,70
Claime on private sector T2.48 76,20 91, 32 96,14 97.20 h
Money 69.35 T9.67T 99,98  113.87 115,91
Quasi~money o 14,36 1741 16445 23,48 28429
Other-items (net) .. ... L 13,60 14,17 1670 20,44 25424

Sources INF, International Financial Statistics, vols X"XII, No. 10, October 1979

9. .. Woges and nrices

A 15 per cent rise in wages was awarded -in Hay 1978, -the rise in minimum wages being
around -12 per cent., For public sector émployees, the Government revised the salary scales
s0 as to give some compensation to higher officials whose pay had not increased since 1972,

Consumer prices rose by 6.6 per cent in 1578, ageinst 3,1 per cent only in 1977. The
major influence was from food prices which wenit up T.3 per cent. In 1979, inflation has
increased substantially, the price increase between the second querters of 1978 and 1979
being more than 12 per cent. '

10, Emplqyment and 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 sirains in the izbour market., Unemployment is
& problem mainly felt in the capital city. 4&s 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 adminisirative
structure in the provinces.

11. Other social sectors

There are no recent data to add to what wvas published in last year'é SUTrVey.
B, - MAJOR PROBLEMS

The lower rice crop in 1978 has had zn 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 f2l1 in the GDP at constant prices in 1978 but this has since been
recouped becouse 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 snd accounts for a high
proportion of the over-all budget deficit.

Another factor having an edverse impact is the transport system used for taking
supplies of food to the urban areas. This does not function efficiently and has led to
higher rice imports.
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C. THTRERMAL DEVELOPYENT “0LICING

In 1977 the period of institutional change came to end and the (Government has
since concentrated on economic develovment, The present system of planning has several
objectives, some long term covering the period to the year 2000, others more short-term.
"he current three vear vlan 1973-1980 provides for a growth rate of 5.° mer cent per
vear in real terms, with most of the frowvth.coming from the minins, enersy, manufectur-
ing, and construction sectors, but even asriculture is expected to grow at 4.3 per cent
rer yvear. If achleved this prowth rate revresents s major change relative to the period
1972-1978 when GDP grew by onlr 2 per cent ver vear on averare, Agricultural production
nes artually declined in the last thres vears so the high nrioritv to this sector will
Mmaré it easier to feed the population without continuing recourse to hicher period
imports,

After the recession in 1978, the Government has taken measures to stimulate the -
econonv and has liberalized immorts to some extent by increasing the licenses to import
substantially. This has helped improve essential supplies to industrv. Investment
has been sreatlv increased, and all the major mroduets in the 1978-198n plan have been

staPrteq,
D, PROSPECTS FOR 1979 AKD 1980

As already stated stroneg GDP Fsrowth is expected in 1979 because of a combination
of a rood harvest, greater output from manufacturing industrv and higher investments.
The impact of a high real growth rate of 9 per cent in 1979 should also help in 1980
vwhen investment will continue at = high level. The over-all result in 1930 will, of
course, be particularly dependent on the harvest that is pgathered. It is unfortunate:
that, nolicies of deficit financing are havine an impact on reestablishing high inflation
in Madagascar, ' :
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MALAWT
A SOONOMIC ARD SuCIal DEVELOPMENT, 1978«1979

1. Introduction

7 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 zchieved in 1977 but nevertheloss
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 1978 so that ihe increase in
the contribution to the GDP of agricul ture, forestry and fishing at 1973 faator
cast was 3,3 Ler cent, in 1977 it had been as. high as 7.5 per cent., Manufacturing:
srew 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 +o 31.4
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 CGoverament 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 XK. 128.0 million which is more
than four times the level of 1977 and higher than the previous record defieit
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 ret 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 XK. 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. 35.0 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 1678 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 couniry's net foreign assets from a figure of minus 11.33
million Kwacha at Deoember 1978 to minus 50.15 million at June 1979. A policy
nf credit restraint may be necessary to curb the decline in foreign exchange reserves,

e GDP by industrial origin

Table 1 shows that there was a decline jn the share of GDP arising from
agriculture, forestry and fishing between 1975 and 1978 and also in that eontributed
by manufasturing industry and iransport services. In contrast the proportion of
GDP from constructiocn, wholesale and retail trade and other services increased.



Malawi: Taple 1. GDP by source, 1575_to 1979 (millions of Kwacha )

[T L WS TN

T - - — Forecast
R 1975 1976 1977 1978 “°I858°
At 1973 Tactdr dost
Agriculture, forestry and fishing 186.8 201,2 216.3 223.4 229.3
Manufac turing ‘ " 53,8 . 52.6 58.2 63.1 69.3
Cons truction - ©20.9 20,8 21.7 28,1 32,6
Electricity etm. ' 6.0 6.4 6.7 7.0 © Te9
Wholesale and retail trade 51.4 _ 55.0 57.8 64.5 T2.9
Transport and communications 24.4 24.6 25.9 26,2 28,7
Services : - 75.0 - 82,3 97.1 102.6 108.6
Total GDP at 1973 factor cost 4183 442.9 483.7 514.9  545.3
Total GDP at.eurrent faotor cost : 534.7 €22.8 726.1 836.4 970.8
Total GDP at current market prices . 567.6 -652.8 769.3 896,2 .1 042.8

Source: Malawi Government: Economic Report 1979: Office of the President
and Cabinet Planning Division., National sources for 1979 .forecast. '

However, despite these changes, agriculture's proportion of GCIP was 43.3
per cent in 1978, that of manufacturing industry was 12,3 rer cent and from
vwholesale and retail trade 12.5 per cent. Construction and transport contributed
5.5 and 5.1 per cent respectively and other services 19.9 per cent. The economy
is s1ill 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

(g) Agricul ture, forestry and fishing. The 1977/78 growing ‘season was similar
to that of 1976/77. Fertilizer sales by the Agricultural Development and Marketing
Corporation (ADMARC) during the 1977/78 season increased by 45 per cent and these
sales were mainly io smallholders thus indicating the growing awareness by these
smaliholders of the favourable effect of fertilizers on output. Indications are
that fertilizer sales by ADMARC also rose in 1978/79. '

ADMARC handles smallholder marketed output and in addition there are tobaceco and
tea- auctions while otkher tea is sold directly to manufacturers outside Malawi
and since 1973 sugar has becgme a major export crop. As. shown in table 2 ATMARC
purchases include tobaceo, groundnuts, cotton, rice, maize and other produce which
includes pulses, '

The value of ADMARC purchases has risen every year since 1975 -nd the.total
was K. 28,7 million in 1978, 19.1 per cent higher than in 1977. Much of the rise in
1978 was due to larger maize and paddy rice purchases; the quantity of groundnu ts
fell once again so that the 1978 purchases were only one-third of the total of 1976,

Sales of tobacoco at auction were virtually the same in 1978 as in 1577 at
51,080 toanes but the average price was much lower so that the proceeds from the
auction were K,89.2 million in 1977 and K. 67.5 million in 1978. The tobacco
auctions in 1979 earned K. 23 million from 13,465 tonnes in the three nonths,
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Malawi: Table 2. Commercial agricul tural production, 1975 to 1978

1975 1976 19717 1978

‘AbﬁARbmpurohases ‘
Tohaceo (thousand short tonnes) - 13.5 16.0 25.5 26.2
Groundnuts ' . " : - 36.2 T 35.6 20043 12,3
Maize . " . 32.2 71.5 99.1 127.9
Seed cotton . " : 16.6 19.8 25.0 26,7
Paddy rice . " 16.2 27.0 26.3 34.0
Pulses " 3 14.1 20.5 9.7 1.5
Other produce " : e 8.9 G.5 9.3
Value (K. million) , 16,0 23.0 24.1 28,7
Tobacco auction sales = o
~ (thousand tonnes) . C34.72 0 36.71 51.27 51.06
Tea production ‘ e : . '

' ( 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'@f'1978 sales were 10,920 tonnes wvalued 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. 1.48 per kg. but had fallen to K. 0.81 per kz. -in 1978 and further to K. 0.78
per kg. in the first five monthe 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 53,000. Poul try
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 fair recorded.



- 155 -

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 which 46,740 hectares were
designated at sof twood pulpwood and 14,950 hectares as softwood timber.

o+

(}Q Manufacturing. The index of manufacturing output rose by 10.9 per centi
in 1978 continuing the strong advance recorded in 1977 when the inerease was 11,7
per cent. In 1978 major advances wer- 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
indus trial licences were granted. The new invesiment represented was Ko 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 project was the K. 9.6 million proposed for two tobacco
processing.plants, .. . . e o o

(¢) Eleciricity. Electricity sales rose to 274.5 million kWh in 1978, an
increase of 3.5 per cent over 1577 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 oivil work had been completed. Ereotion of the electrical
and mechanical plant started in 1979, This Nkula 'B' vower 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.

(g) Cons truction. This sector recorded a major advance in 1978 because of
the tremendous increasse 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, - o o ' R

The value of construction output was K. 58.2 million in 1977 and rose 1o
K. 60.1 million in the first Nine months of 1978. - ‘

In the first five months of 1979 cement sales were 59 per cent higher than in
the same periecd of 1978. ,

a (59' Transport services: 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 miles
of the railways while freight handled at Chileka Airport was also rednced.

The major areas of investment in 1978 were roads on which X. 14.98 million
was spent while K. 12.6 million was spent on the Lilongwe~lchinji rail project and
X. 1.8 million on the Salima-Lilongwe rail line. A further X, 18.1 million was
spent on civil works at Lilongwe New International Airport. '

,““QQ)‘ Tourism. Data are scarce but they show that the number of viaitor.departures
was 47,154 in 1978 compared with 43,509 in 1977, 50,107 in 1976 and 57,702 in 1975.
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Malawi: Table 3. Selected transport indicators, 1975 to 1978

1975

1976 1977 1978

Rail tranSpdrﬁ . :
Péssengers;(thoﬁéand) 1 .211.2 953,77 - 964.2 1 015.0
Freight (million net %on miles) 168.6 143.9 137.7 135.0
Road transport: b :
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.

Q/ ROugh estimate only.

4. -~ Expenditure and the CDP

In 1978 there was a verj large rise in fixed capital fbrmation and as stocks
also increased, total investment, reached a level equal to 31.6 per cent of GDP,

Melawi: Table 4. Ixpenditure and the GDP, 1975 to 1978 (millions of Kwacha)

1975

1978

1976 1977

At current prices
Private consumpt.on “444.% 516.0 550.4 633.2
Public consumption 68.9 73.9 83.5 119.4
Groass fixed capital formation 145.6 135.0 158.4 265.9
Change in stocks +5.2 5/ -35.2 g/ +10.6 +17.2
Exports less imports of goods

and services 96,0 - -36.59 -33.6 -139.5
CDP at market prices 567.6 652.8 769.3 896.2

and 1976.
g/ Balancing itém.,

In 1977 this proportion had been 22.0 per cent.
expenditure in 1978 was financed by 'a greater inflow of foreign resources,

Source: Asg table 1 for 1977 and 1978. Official data from Malaﬁi'for,1975

Because the increase "in investment
there

was no reduction in the proportion of GDP on consumption and in fact, because of a
substantial increase in public consumption, iotal 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

domes tic saving from 17.6 to 16 per cent.

ey e
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Se External trade and balance of payments

The very large deficit for external trade in 1978 has already been commented
on, the rise in imports from ¥ 209.8 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
of plant, machinery and equipment rose by K. 16.5 million while imports of
construction materials increased by K. 17.6 million. However, the otaer nain
reason for the record trade deficit of kK. 128.0 million was the fall of 12.7 per
sent from K. 180.3 million to K. 157.4 million in total exports.

Bxport 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
groundnuts. Import prices rose by 10,8 per cent in 1978 and the terms of trade
detqpiyrated by 16.1 per cent,

Malawi: Table 5. External trade and balance of payments 1975 to 1979 (millions of
kwacha) .

: . i . Jan~May
1975 1976 1977 1978 1979
Ex terddl ‘trade
s
Exports 122.12 151,62 180.33 157.14 54.12
Imports. 218.66  188.47 209.79  285.18  136.92
Balance ' —96Q54 ~-36.85 -28.46 ~128.04 -82.80
Balance of paymenis .
Goods and services (net) -80C.5 Rt Lo TRV SO 56,6 ~143.6
Private transfers (net) 443 . 4.9 5.0 5.0
Government transfers (net) 7.3 26.8 .. 18.0 2.7
Capital - T6.4 55.1 77.6 81.0
Reserves and related items 16,1 32.9 —44. 6 16.5
-23.,6 -49.3 0.6 8.4

Errors and omissions-

Source: INF, International Financial Statistics: vol. XXXITI No. 10,
October 19708. _

There has been a substantial inflow of capital into Malawi since 1975 and in .
1977 and 1978 the capital net inflows wWere K. 77.6 million and K. 81.0 million
respectively. Thie - capital inflow has besn supplemented by net inflows of both
private apd government 4ranafem and the total flow of resources in 1977 was
sufficient, despite a net deficit for goods and services of K 56.6 million, -to :
allow the country's internal reserves to be raised by K. 44.6 million. In 1978 the
deficit for goods and services was 80 large at X 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 sSeem
destinéd to fall substantially. s



B 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
fluctuatlons such net transfer receipts have been rising quite markedly and in
1978 were K. 32. 7 mllllon.

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. R21.1 million in the 1978/79 finencial year but K. 30,5 in tbe estimates
for 1979/80.

T 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. Covernment revenue and expenditure, 1975/76 to 1979/80
(millions of Kwacha)

Estimates :

1975/76  1976/1T  1911/18  1978/79  1979/80
Recurrent revenue (gross) 84.70  94.31  115.65  145.73  155.25
Recurrent expenditure (gross) ~ 84.42 93.64 108,28 141.46 149.40
Balance +5.28 +0.67 +7.37 +4,26 +5.85
External loans 36. 65 28.22  .47.25 56.45  80.20
Grants and reimbursements - 11.00 9.37 15.98 44.84 43.15
O ther local revenue . 0.27 1.51 S D.72 4.28 5.21
Development expenditure 70.01 55.91 76.57 130.48 151.40

Other financing required 2.47 -2.77 ~7.62 sase ‘ee

Total local resource

requirement 19.28 13.36 —2.32 7 ... sae
Financed by:
Increase in locally registered

stock ' 13.40. . 4.00 16.70 16.00 16.00
Increase in Treasury Bllls 1.97 - anes ses PR
Cashk balances 3.91 9,36 -18, 31._/ sce P

*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/?9 development expenditure rose particularly -
rapidly and the total was K. 130.48 million compared with K. 76.57 million in

1977/78. sxternal loans of XK. 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.
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‘.'Fbr‘1979/80 the ﬁudget estimates show only a small rise in current expenditure-
of 5.6 per ceat but a more substantial increase in development expenditure of 16
per cent. Total expenditure is set at K. 302.8 million anu its Financinglreguires
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, : Coen T T

8.  Mohey,and banking

The mwa,or inflvences on money supply in 1978 were the large fall in net. . _
foreign assets and the substantial increases in domsstic credit to the Government -
and particularly to the private sector. Net foreign assets had been positive at
K. 17,33 million at December 1977 hut fell to a negasive K. 11,33 at Deoember 1978,
This effective decline of K. 21.6 million meant thati much of the increase in credit
to the private sector of 44 per cent or K. 37.5 million was compensated fory the
rise’in net claims on the Government in this period was K. 13.7 million or '
39.3 per cent,

Koney plus guasi-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 of moneéy
supply within Malawi,

In the first half of 1979 there were further substantiai 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.

Malawis Table 7. Monetary survey, 1575 to 1979 (millions of Kwacha)

End End End End June

1975 1976 1977 1978 1979
Net foreign assets 21.65 -24.24 10.33  -11.33  -50.15
Domestic credit _ - -
Net claime on CGovernment 34.40  45.53 34.87 48.59 C48.42
Claims on offieial entities 32.78 42 .41 50.83 50.70 52.87
Claims on private sector: 56.09 76.55 °  84.95 122,38 159.27
Money - - = . 13,62 72.80 100.06 93,84 112.08
Quasi-money 48.73  48.24 60,93 T4.77 82.74
Other items (net) ‘ 22.52 19.20 15.92 41.74 25.65

Source: IMF, International Financial Statistids, vol, XXXIT Ho. 10, Oc¢tober 1579.

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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1978 so there was a significant in real earnings in this period., The rate of inflation
at 8.5 per cent in 1978 was twice the level recorded in both 1976 and 1977.

10. Employment and unemployment

The level of paid employment continued to increase in 1978 and the total .
nunbers employed rose from 308,876 to 336,098 or by 8.8 per cent. The largest
increase was in employment in the construction industry where there ware 31,613
employees in 1978 compared with 23,250 in 1977.

A manpowér survey was being conducted in 1979 designed to up-date the
information collected in 1971 and forecas+ 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
for much of the gainfully-occupied persons, there are probably substantial numbers
who would seek work in the modern non-agricul tural sectors of the economy if the
opportunities were available,

11. Other social sectors

(a) Education. Fnrolment in primary schools increased by 1.5 per cent to _
675, 740 pupils in 1977/78, at the same time the number of primary school 4teachers
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 the same number as in 1976/77.

Technical edueation is still very smali, 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.

(R) Health, Despite considerable rrogress in the provision of health services,
m&jor problems still remain. The demand for heal+h care is consiantly 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
main agricul tural 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 iwo other hospitals. The re-development of

a further five 150 hed hospitals is envisaged during the next'threelyears.

(¢) Housing. The Malawi Housing Corporation developed 1,4C0 plois 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 PRUBLEMS

As reported in last year's survey there are shortages of educated and skilled
local manpower especially in certain key discipline such as accountants y 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 bhas led %o a sharp reduction in the country's interhational reserves. Some of
the current problems facing the econony are due to adverse developments in
neighbouring countries and cannot easily be overcome in isolation from the
resolution of these unsatisfactory circumstances,

C. INTERNAL DEVELOPMINT PULICIES

In .ine with its pelicy of raising the living standards of the people and in
particular those in the rural areas, development particularly in the field of
agricul ture 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,

Agricul tural productivity is being raised by promoting improved agricul tural
technology, providing farm input packages and improving the market structure.

The curreni three year rolling public sector investment programme for the
years to 1981/82 covers a toial 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. 19.5 million or 10,3 per cent of the
total.

The high proportion for transpert projects is to some extent connected with
creating new transport links to help the country's 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 XK. 691 is to
be sought from external sources,

D. PROSPECTS FUR 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 loox as if
they Day again be reduced while imports are rising rapidiy.

Provided there are no problems over funding, higher investment expenditure
in both 1979 and 1980 should help the continuation of the economiec growth recorded
since 1970. But weather conditions in that part of Africa in the 19?8/79 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
petroleun 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,






