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L Introduction 

1. Since the beginning of the 1980s, when a series of external shocks--sharp drops in 

commodity prices, abrupt falls in external resource flows, and steep increases in interest rates

-led to rapid declines in economic growth and income, the African Continent has been in a 

state of prolonged economic crisis and stagnation. During the course of the last ten years, 

1983-1992, for example, the region after experiencing an average decline in per capita 

income of -0.8 percent during 1983-87, only managed a 0.3 percent growth in 1988-92.' The 

region did enjoy a period of relatively high economic growth in the late 19805 (an average 

growth rate of 4.3 percent during the three years 1988-90) giving hope that Africa may have 

at last begun to move to a path of sustained growth. This optimism has, however, been belied 

by the economic performance of the region during 1990-92. GDP growth in this period, after 

registering 3.4 percent in 1990, fell sharply to 2.6 percent in 1991 and to 1.9 per cent in 

1992, well below the population growth rate of 3 percent. The prospects for 1993 are not 

much better; current expectations are that the Continent will experience a third consecutive 

year of per capita income decline.' The 1990s have thus far not proved an auspicious 

beginning for Africa's economic recovery and growth. 

2. The serious difficulties that many African countries have faced--and continue to face-

in bringing about economic turnarounds naturally raises the issue of whether they have been 

following appropriate development strategies in the last decade and a half. As is well known, 

economic development policies in most African countries have, during this period, been 

dominated by stabilization and structural adjustment programmes (SAPs). In the light of the 

serious economic difficulties that many countries--including adjusting countries--continue to 

face, the question of whether SAPs are indeed appropriate development policy frameworks 

needs to be posed again. If indeed such programmes are found to be lacking in certain 

important aspects, it will be necessary to propose changes and modifications, or altogether 

design alternative development strategies. These should seek to build on the experiences of 

the region in the last decade, as well as on the development experience of other regions. 

, All data referred to in the paper, unless otherwise stated, are from the following 
publications of the African Development Bank:: Selected Statistics 011 Regional Member 
Countries, 1993, and African Development Repon 1993. 

1 African Development Bank, I 993a. 
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3. As is well known structural adjustment programmes have been criticized for some time 

now from a number of perspectives. Amongst the more forceful critics of SAPs has been the 

United Nations Economic Commission for Africa (UN-ECA) which argued that such 

programmes do not sufficiently take into account the structural characteristics of African 

economies and, consequently, the specific impediments that they face. The UN-ECA 

criticized the heavy reliance of SAPs on market-based approaches and proposed instead a 

strategy that emphasizes both adjustment and structural transformation.) Others have argued 

that SAPs concentrate on achieving short-term macroeconomic balances, and thus fail not 

only to address the requirements of long-term economic growth, but may in practice 

undermine the very foundations for sustained long-term growth.' And others have argued that 

SAPs by showing a "profound disrespect" for the critical role of the state in the development 

process go against the grain of history. On this argument, development requires a much more 

activist state than the limited role that SAPs assign it.' Still others have argued that SAPs in 

their concern for macroeconomic balances have led to a worsening of the economic conditions 

of the most vulnerable groups.' 

4. Against such criticisms, the international financial institutions, and particularly the 

World Bank, have defended the relevance and appropriateness of SAPs for Africa. The World 

Bank has, since the late 1980s, issued a series of studies on the impact of SAPs. Through the 

use of various methodologies, these studies have attempted to show that while a number of 

factors necessarily affect the economic performance of African economies, the commitment 

of countries to the programmes--as shown by the depth of the reforms undertaken under 

SAPs--is one of the most important determinant of the pace of economic turnaround. The 

various studies have sought to show that countries that are fully committed to the types of 

macroeconomic and sectoral reform programmes supported in SAPs are beginning to 

e~rience economic turnarounds. Nonetheless, the Bank's own figures show that the IIJT)l:e 

) United Nations Economic ComfUi6l;jon for Aftjca, 1989 . 

• F. Stewart, 1993. 

, L. Taylor, 1991. 

'G.A. Cornia, et al. 1987. 
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majority of African economies have yet to move onto an accelerated growth path.' 

5. In this paper, the suitability of current development ~irategies in Africa is re-examined 

from the per~'peCtive of Africa's economic performance during the last decade, and in the 

light of the findings and recommendations of the South Commission Report'. The re

assessment also seeks to draw on studies of successful cases of development in other regions. 

The paper is organized as follows. In the following section, a brief discussion of African 

economic performance is presented. In section III, the policy context of Africa's economic 

performance is discussed, and some of the reasons for the limited success that SAPs have had 

on generating rapid economic growth are discussed. In section IV, the key lessons from past 

development experience--including both African and non-African--regarding the requirements 

for rapid economic growth and development are discussed. Some of the lessons that may be 

applicable to African conditions, and the elements that should be considered in modifying 

current development strategies, are then discussed. In section V, the resource, institutional, 

and political constraints that may stand in the way of implementing appropriate development 

strategies are discussed. 

II. Africa's Economic Performance. 198392 

6. Indicators of Africa's macroeconomic performance during the decatie of 1983-92 

clearly show that despite a decade of structural adjustment the region's economic growth 

remains far below desired levels. Real GDP per capita grew by an annual average of 0.3 

percent during 1988-92, as compared to a decline of -0.8 percent over 1983-87. Thus 

although GDP per capita growth in the last five years represented a marginal improvement 

over the previous five years, it still remains far below desired levels. As is to be expected, 

Africa's growth performance is also considerably below that experienced in other regions of 

the world. During 1980-90, for example, per capita GDP grew at 6.3 percent in East Asia, 

and 3.1 percent in South Asia! 

7 World Bank, 1993. 

• The South Commission, 1990. 

9 World Bank, I 993a . 
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7. There is, of course, significant variation in the growth performance of African 

countries. For the five year period 1987-91, 22 countries registered higher growth rates than 

the regional average of 3.7 percent, while 27 countries had lower growth rates than the 

regional average. Only a handful of countries (Mauritius, Botswana, and Lesotho) had growth 

rates that approached those achieved by countries in Asia and Latin America. Considerable 

regional variations in growth rates have al~o been observed. During 1988-92, the best 

performing region has been the ECOW AS region with an average growth rate of 5.6 percent. 

By contrast, the ECCAS region suffered an average decline of -1.9 percent during this same 

period. 

8. A major factor that accounted for the poor growth rate of most African countries is 

the low level of investment and savings. As is well known, sustained production and 

economic growth require raising the magnitude of savings and investment rates, as well as 

improving the efficiency of investment. During the period 1983-92, gross domestic 

investment for the region as a whole stood at 20.2 percent of GDP, considerably below that 

of other developing regions. 10 This represented a decline from an average of 26 percent for 

the 1975-79 period. In some countries the investment rate has fallen to less than 10 percent 

of G DP--a rate that is insufficient to replace depreciated capital The level of gross domestic 

savings is also quite low, standing at a rate of 18.6 percent for the 1983-87 period, and 

declining to 17.0 percent for 1987-91." 

9. The poor growth rates of African economies is a reflection of the inadequate 

performance of the major sectors of the economy, as well as the limited structural change that 

has taken place over the last decade. Agriculture, the mainstay of Africa's economy 

performed worse than most sectors. its share in GOP fell from 31 percent in 1970 to 23.5 

percent in 1991. And in the period 1987-91, food production for the region grew at an annual 

rate of 1.8 percent compared to 2.9 percent during 1983-87. This was insufficient to keep up 

to According to the UNDPlWorld Bank, the investment GDP ratio of $J1b-Saharan Africa 
was considerably lower, averaging 15.6 percent for 1980-85 and 15.1 percent from 1986-90. 
See UNDPlWorld Bank (1992), p. 23. 

1l The ratios for Sub-Saharan Afrlcll are 13.4 percent for 1980-85, and 13.3 percent for 
1986-90. See UNDP/World Bank (1992), p. 26. 
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with the population growth rate, and resulted in negative growth rates of per capita food 

production of -1.2 percent in 1987-91 and -0.1 percent in 1983-87. The performance of other 

sectors of the economy was also unsatisfactory. Value added in industry, which grew at an 

average annual rate of 7.2 percent during 1975-80, experienced a sharp contraction in the 

early 1980s (at an average rate of decline of 4.3 percent), and its growth rate during the last 

five years, 1988-92, has averaged only 3.4 percent. The contraction and slow recovery in 

industry has contributed to a decline in its share in GOP. While industry accounted for 43 

percent of GOP in 1980, its share declined to 30.9 percent in 1987 and slightly recovered to 

32.1 percent in 1991. The share of manufacturing has also stagnated; it stood at about 10 per 

cent in 1980, and at only 11.7 percent in 1991. Only the services sector showed a relative 

gain in GOP. Overall, the African economy showed little of the key structural change 

associated with dynamic economies, namely, a growing share of manufacturing in GOP, as 

well as in exports. 

10. Africa's external sector showed a somewhat different growth pattern than other sectors 

of the economy, partly reflecting the outward-orientation of SAPs. The ratio of export to 

GOP increased from 18.4 percent during 1983-87 to 21.8 percent during 1988-92. Exports 

grew in nominal terms by 9.1 percent compared to -4.1 percent in 1983-87; and imports 

increased by 6.9 percent compared to -5.1 percent in 1983-87. Ouring 1987-91, both the 

volume of exports and the unit value of exports rose, (although the unit value of exports in 

1991 was in real terms below that of 1985), accounting for the increase in export earnings. 

~uring this same period the unit value of imports rose slightly higher than that of the unit 

value of exports, leading to a slight deterioration of the terms of trade of -0.4 percent (as 

compared to a deterioration of -6.5 percent during 1983-87). 

11. Oespite the considerable increase in the volume of exports during 1987-91, the export 

base of African countries remains narrow and undiversified. During the ten year period, 

1983-92, four primary commodities--oil, cocoa, coffee, and tea--accounted for over 80 per 

cent of the export earnings of the region. A few countries did manage to diversify their 

exports considerably. Mauritius made substantial progress in becoming an exporter of 

manufactured goods, and Kenya has managed to diversify its agricultural exports by 

expanding into non-traditional exports. As disappointing as the lack of diversification of 
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African exports has been the limited growth in intra-African trade. Such trade remained at 

about 5 per cent of total African trade, thus constituting a very small share of total regional 

exports and imports. 

12. Africa's external sector continues to be adversely affected by the heavy debt and debt

servicing burden. The total debt stock of Africa continues to increase, reaching a level of 

$290 billion in 1991 or 92.7 percent of GNP. The external debt/GDP ratio worsened in some 

34 countries, reaching over 200 percent for some of low-income countries. A greater part of 

the debt, some 70 percent is owed to official creditors, including multilateral financial 

institutions. The debt service averaged some $19.3 billion for the period 1987-91 (but 

reaching an average of $22.6 billion in the first two years of 1991 and 1992); this amounted 

to an average of 24 percent of export receipts, but increasing to 26.3 percent in 1991. The 

external debt/export ratio worsened considerably in 36 countries, reaching 400 per cent for 

the low-income countries. Debt service payment~ constitute a diversion of scarce investible 

resources away from domestic capital formation. While net external financial flows to Africa 

did average a positive $21 billion per year in nominal terms for the period 1987-91, effective 

measures to reduce the debt service burden of African countries would have led to a 

considerable augmentation of the external resources available for domestic investment. The 

continued flow of positive net resources to Africa reflected a modest increase in official 

development assistance, but the increase was more than offset by sharp falls in export credits, 

foreign direct investment, and other private flows. 

13. With the exception of a few indicators, other macroeconomic indicators for the 

region's economy do not indicate any major improvements. The domestic inflation rate, as 

measured by the consumer price index, averaged 16.3 percent during 1983-87 and increased 

to 18.8 percent during 1987-91, with hyperinflation being experienced in a number of 

countries. The fiscal balancelGDP ratio did improve in a large number of countries, with 

fiscal deficits falling from 12 percent of GDP in 1987 to 6.2 percent in 1992. And although 

reliable data on rates of unemployment do not exist, it is estimated that urban unemployment 

has risen to 15-20 percent oflbe labor force, up from 10 percent two decades ago. Similarly, 

disguised unemployment in rural areas is also estimated to have grown considerably. 
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deficits, (ii) production-,~witching policies to promote exports, and (iii) supply-side growth

oriented policies to remove the structural causes of macroeconomic balances, and to raise the 

volume of investment, the numher of policy measures used to achieve these results is still 

very large and their effects have sometimes proved contradictory. Policy reforms in standard 

SAP packages in Africa have, for example, included the following: realistic exchange rate 

policy, greater fiscal discipline, movements to reasonahle positive real interest rates, 

liheralization of agricultural marketing and pricing, removal of non-tariff barriers, lowering 

trade tariffs, de-monopolizing other key commercial activities, privatizing puhlic enterprises, 

decontrolling prices, eliminating directed credit, increasing domestic competition, and re

orienting public spending to high priority areas." 

17. Despite the methodological di fticulties encountered in estahlishing causality between 

economic policy measures and economic outcomes, a numher of attempts have, nonetheless, 

heen made towards that end. The results of these studies have, however, often heen subject 

to heated debate." As noted earlier, the World Bank has, in its various puhlications, sought 

to evaluate the impact of SAPs in Africa. These have, in general, sought to demonstrate the 

positive impact that policy reforms have had on economic turnarounds. Other World Bank 

studies have, however, cast doubt on these conclusions. One study concluded that World 

Bank adjustment lending has not significantly affected economic growth and has in fact 

contributed to a statistically significant drop in the investment ratio. It also concluded that 

adjustment lending programmes did not significantly affect inflation or saving to GDP ratios. " 

While the precise impact on growth rates, investment and savings ratios of the policy package 

included under SAPs is, and will continue to he, sul1iect to dehate, the general overall 

conclusion that would appear inescapahle is that SAPs have yet to result in fhe types of major 

economic turnarounds thaf have been witnessed in (he other developing countries and regions, 

viz., in Asia and Latin America. The growth rates of most African countries, with the 

exception of the few that have either secured substantial external resource flow~ or those with 

lJ World Bank, 1993. p. 2 

" See UN-ECA, 1989; World Bank, 1988, 1989, 1993; Cornia et 31.,1987 and 1992; 
Stewart, 1992; and Taylor, 1991. 

" l.A. Elbadawi, et. aI., 1992, p. 5. 
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considerable natural resources, remains lackluster, with per capita growth rates even in the 

best of cases averaging barely 1 percent per annum. And savings and investment rates in 

almost all countries have remained at such low levels that the prospects for sustained GDP 

growth are not very bright. 

18. In assessing the impact of SAPs on Africa's economic performance, it is important 

to note that it is difficult to make the strong case that adjusting countries would have been 

better off without SAPs. For it is exceedingly difficult to postulate what would have happened 

in these countries if they had not adopted structural adjustment programmes. Even if one were 

to make simulation studies, the outcomes would obviously depend on the assumptions chosen. 

Rather, the case that can be made is the failure of SAPs to bring about desired levels of 

turnarounds in key economic indicators. Various arguments have been advanced to explain 

the relatively weak performance of SAPs. 

19. A number of authors have argued that the high emphasis placed in stabilization and 

structural adjustment programmes on restrictive demand management policies have 

contributed to a sharp squeeze on domestic absorption. This has, in turn, not only resulted 

in sharp reductions in domestic demand, but bas also resulted in a proportionately sharp 

reduction in public investment relative to public consumption. The downturn in public 

investment, it is argued, has also contributed to declines in private investment, as sharp 

cutbacks in government expenditures on physical infrastructure and in human resources 

development, by increasing the direct cost of doing business, discourage private investment. 

On this argument, the crowding in effect of public investment is claimed to be more 

pronounced than the crowding out effect." 

20. Similarly, it is argued that restrictive credit and monetary policies and rapid financial 

deregulations have resulted in steep rises in the user cost of bank credit and the opportunity 

cost of retained earnings. In many African countries, where bank credit is a major source of 

investment fmancing, credit polity affects investment directly through the volume of credit 

available rather than through its impact on interest rates. Thus restrictive credit policies have 

"See L. Taylor, 1991, and F. Stewart, 1993. 



- 10-

had the impact of dampening both private and public investment. Sharp real exchange 

devaluations have had a similar effect. Such devaluations depress investment through a 

negative impact on domestic absorption and through increasing the real cost of imported 

capital goods. Devaluations can have a stimulative impact on private investment in the 

tradeables goods sector; but in economies that are highly dependent on imported capital and 

intermediate goods, the stimulative impact can be reduced by the sharp rises in costs of 

imported capital and intermediate goods due to devaluation. Overall, empirical studies 

indicate that the level of the exchange rate has an ambiguous effect on the level of 

investment, but the variabiUty of the exchange fate does have an adverse impact. 17 

21. In a similar vein, it is argued that the policies that promote rapid import liberalization 

have had the effect of introducing competitive conditions prior to effective restructuring of 

the domestic industry, leading in some cases to a process of disinvestment and de

industrialization. Also it is also argued that the high emphasis placed on the expansion of 

traditional commodity exports, mainly achieved through currency devaluations, price 

decontrols, and reforms of marketing parastatals, has led to sharp increases in the region's 

total production and export of such commodities. In conditions of sluggish world demand, 

low elasticities of demand, and increased production in other regions, such a policy has 

contributed to sharp falls in the price of Africa's major commodities, principally cocoa and 

coffee. Thus despite increase volumes of export, export receipts have declined in many 

countries, in tum constraining domestic investment. It is thus argued that instead of 

emphasizing the expansion of traditional exports, trade and commercial policy should have 

encouraged the development of non-traditional exports in which the region may have, or be 

able to develop, dynamic comparative advantage. 

22. It would thus appear that in many cases, aqjustment programmes may replace distorted 

but sustainable incentive regimes with less sustainable policies. Frequently, reforms such as 

trade liberalization may lead to fall in government revenues, and financial deregulations may 

lead to instability in the banking sector and create macroeconomic uncertainties. The initial 

downturn in overall economic activity often associated with structural adjustment also affect 

17 See T. Oshikoya, 1992, L. Servan and A. Solimono, 1992, and D. Rodrick 1991. 
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investment through its effect on expectations. Uncenainty associated with the instability and 

unpredictability of the incentive structure and general macroeconomic policy reform can have 

a negative impact on investment. Thus unless sustainable and stable incentive structures·· 

which may require greater government involvement in the market--are created, it may be 

difficult to bring about a recovery of investment and growth. 

23. The limited impact that SAPs have had in bringing about required turnarounds in 

investments and growth rates, as well as in economic structures, would appear to require a 

rethinking of the development strategies so far adopted by African countries. Such a re

examination should enable the charting of new paths that may in time lead to rapid and 

sustained economic growth rates. In considering the design of alternative development 

strategies, it is important to take into account not only the collective economic experience of 

African countries, but also the many useful lessons that can be learnt from the successful 

development experience of other regions. 

IV. Key Lessons from the Past and Elements of an Alternative 
DeyeIOllment Stratee)' for the 1990s 

24. In the effort to promote a more appropriate development strategy for developing 

countries (following on the aftermath of the 'lo~'1: decade" of the I 980s), the South 

Commission has sought to distill some of the major lessons from the development experience 

of the South in the post-War period." Other studies, including those of the major 

international financial institutions, have also been engaged in similar exercises.19 Thus, in 

the effort to chart development strategies that are appropriate for Africa's conditions in the 

1990s--strategies that would enable the Continent to move on to a path of rapid and sustained 

growth--it is important to take into account these broad lessons, if for no other reason that 

fB See South Commission, The Challenge to Ihe South, 1990. This process has been 
carried further in a volume which contains the responses of leading policy makers and 
intellectuals to the Report of the Commission. See Facing the Challenge; Responses to Ihe 
Report of the South Commission, 1993. 

" See World Bank, 1989 and 1993. 
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to avoid repeating the mistakes of the past. It is, however, also important to seek ways and 

means of adapting them to the specific conditions of the region. In the following, by drawing 

on the South Commission's Report, as well as other influential studies, an attempt is made 

to present briefly some of the key lessons and considerations that should inform the design 

of future development strategies. 

Key Lessons from the Past 

25. PeopJe-celUred development_ One of the principal recommendations of the South 

Commission is that development strategies should be people-centred. This is essential, not 

only from the normative perspective of promoting a more equitable growth pattern but also 

from that of ensuring that the development process is sustainable in the long-run. As the 

Report notes: 

"Devewpment patterns tlull by-pass large segments o/the popularion. and development 

strategies which a.~sume that increases in the gross national product will automa.tically 

benefit the poor. have revealed inherent limitations and contradictions; these have 

eventually distorted or arrested growth . . .,. 

But while development strategies should thus aim to meet the basic needs of the poor, they 

should, however, be based on different premises than similar strategies in the past. The new 

strategies should aim to (i) create an appropriate environment that will enable the poor to 

increase their productivity and income, through such measures as enhancing their access to 

resources and through targeted government investments, and (ii) create the conditions fur 

rapid economic growth, so as to generdte the resources required to satisfy basic needs and 

support a progressive increase in living standards. Governments should thus avoid creating 

the types of social welfare programmes and benefits that have proved too costly and 

tmsustainable in the long-run. 

26. Suppon to small and medium-scale enterprises. The adoption of a people-centred 

strategy would also call for giving adequate support to small- and medium-scale enterprises 

in both agriculture and industry. The experience of the newly industrializing countries have 

20 The South Centre, 1993, p. 15. 
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clearly shown the importance and benefits of a broad-based agricultural development mategy. 

Efforts to promote peasant agriculture (what some have called a 'unimodal' strategy) has paid 

off in terms of improved food security and greater employment creation (and retention) in the 

agricultural sector. It has also provided a strong stimulus to domestic industry by creating a 

pattern of demand well-suited to domestic industrial capabilities and resource endowments. 

Efforts should therefore be made to create the conditions for small-holder agricultural 

development, through such measures as land reform (including land-tenure reform), and the 

provision of the requisite physical infrastructure and services, such as agricultural research 

and extension, credit, and marketing services. 

27. Studies of the development experience of the newly industrialized countries have also 

shown that small and medium scale industrial enterprises have made important contrib~tions 

to the industrialization of these countries. Not only have such enterprises proved dynamic, 

efficient, and competitive on the international scene, but their contribution to employment 

generation has been highly significant. There is thus much to be gained in promoting the 

development of such enterprises by ensuring that the required infrastructure, credit, support 

services, as well as the legal and property frameworks are adequately provided for." 

28. Human resources development. Adequate investments in human resources 

development have also proved to be essential underpinnings for sustained and rapid economic 

growth and development. As part of a people-centred strategy, efforts should be made to 

provide basic literacy and numeracy training, and also provide universal primary education 

and primary health services. Countries should also strive to ensure that the types of education 

provided at the secondary and tertiary levels are appropriate to the developmental needs of 

the country. In this regard, special emphasis should be placed on scientific and technical 

education with a view of producing a labor force that is capable of competing at the 

international level. 

29. A stable and orderly macroeconomic environment to promote investment and 

2: See R. Wade, 1990 on the industrialization policies followed by countries in East Asia. 
See also UNDP, Humnn Development Repon, 1993 on the types of government policies 
required for adequate employment generation. 
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domestic resource mobiliUlJion. The importance of creating and maintaining a stable and 

orderly macroeconomic environment has been borne out both by the positive and negative 

experiences of numerous countries. Such an environment will call for the avoidance of large 

fiscal deficits, the pursuit of prudent monetary policy, and the avoidance of unsustainable 

external deficits. A stahle and predictahle economic environment is essential to encourage 

investment by domestic entrepreneurs and to attract foreign investment. By contrast, situations 

of instability, marked by high inflation mtes and unstahle and uncompetitive exchange rates 

have proved inimical to sustained growth and development, and have also encouraged massive 

capital flight. A stable macroeconomic environment is also essential for putting in place 

institutions and mechanisms that promote domestic savings and that also allow for the 

effective mobilization of domestic resources. In the light of the difficulties that African 

countries are likely to face in obtaining adequate access to external resources, greater effort 

will have to be placed on domestic resource mobilization in order to meet the financing 

requirements for rapid economic growth. 

30. Market determination of prices and market allocation of resources. Numerous 

cases have shown that heavy government involvement in setting and administering prices has 

proved highly distortionary, cumbersome and costly. It has also led to misallocation of 

resources, their inefficient use, and loss of international competitiveness. Prices should thus 

hy and large be determined hy competitive market forces and thus reflect internal scarcity and 

demand conditions for non-tradeables, and international conditions for tradeables. The 

"thinness" of markets in many countries would of t;ourse raise the question of what prices 

actually signify under such conditions. But while government intervention may be called for 

under such conditions, the ultimate aim should be to create conditions that do allow for the 

competitive determination of prices. In this regard, governments have to take ~'JlCCial 

precaution to ensure that exchange rates remain competitive and do not become overvalued. 

For as a numher of studies have show " ... a real exchange rate with a reasonable stable value 

is an invaluable stimulant to net exports. ,," In the light of the severe foreign exchange 

constraints that most countries currently face--and are likely to continue to face--governments 

" L. Taylor, 1991, p. 31 
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should strive to encourage exports by maintaining a competitive foreign-exchange regime.23 

31. Strategic plallning and selective government intervention ill nuJrkets. The 

acceptance of the broad principle of the market determination of prices and the market 

allocation of resources should, however, not imply the wholesale acceptance of laissez-faire 

principles and the abandonment of selective government market interventions. Nor should it 

imply the absence of strategic planning on the part of governments to direct state involvement 

in certain key sectors." Despite the abandunment of medium- and long-term planning, 

governments should still seek to develop a clear development agenda and formulate 

appropriate strategic plans in order not to replace market mechanisms and forces per se, but 

to use an appropriate mix of market signals and state interventions to achieve the desired 

developmental goals. Government should in particular use tax incentives, credit subsidies, and 

equity participation towards achieving the following ends: 

promotion of domestic food security by encouraging smallholder farmers to 

adopt new agricultural technology; this may require, for example, targeted 

fertilizer and other subsidies in the initial stages, but with firm plans for their 

gradual phasing-out;" 

"infant export industry promotion" and "regional import substitution ";16and 

targeted allocation of scare resources (credit and foreign exchange) for sma1l

and medium-scale enterprises." 

"Taylor, 1991, (p. 35), notes that this could be done crawling peg policies with chain 
mini-devaluation at frequent intervals to keep the nominal exchange rate in line with the 
domestic price level. 

14 See I.H. Mensah, 1992, for an interesting discussion of tbe importance of strategic 
planning. 

" On food security, I.K. Galbraith makes the basic, if often overlooked, point "The flTSt 
need is to recognize the primary role in early economic life of agriculture--the peasant. 
Witbout food tbere is nothing, not life itself." See I.K. Galbraith, 1993. 

26 See Cornia et. aI., 1992a, and F. Stewart, 1991 for a fuller exposition of tbe argument. 

21 F. Stewart, 1992, argues for a structured market approach. 
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Implications for the Desj~ of African Development Strate2ies for the 19905 

32. The adoption of these key lessons in the formulation of development ~trategies for the 

19905 would require certain major modifications in current development approaches, 

particularly in those that are heavily influenced by structural adjustment policies. It would, 

in particular, call for major revisions with respect to (i) the role of the state in the 

development process, (U) the manner in which equity and poverty-alleviation concerns should 

be integrated in the formulation of development programmes, and (iii) the nature of policies 

that seek to promote the private sector. 

33. In contrast to the approach taken in structural adjustment programmes, namely, that 

the role of the state in the development process should essentially he limited to the 

maintenance of a stable macroeconomic framework and the provision of social and physical 

infra~tructure, it would appear that the lessons to be drawn from past development experience 

would argue for a more activist role for the state. A strong case can be made that without 

such state intervention, the goals of a people-centred development are unlikely to be achieved. 

It is also unlikely that left to the workings of the market, the types of structural 

transformations, and in particular a rapid process of industrialization--so essential for 

improvements in standards of living--would be forthcoming. 

34. The nature, scope, and extent of state intervention has, however, to be radically 

different from that of previous practices. Successful cases of managed development would 

indicate that rather than seeking to control economic activities through either direct ownership 

of economic enterprises or through extensive regulation, the state shauld attempt to guide 

economic activity by working through the maricet, or as the experience of successfol managed 

development would indicate through "governing the market . .". Such an approach would 

entail using market mechanisms to guide the economic activity of private agents towards 

desired goals within an essentially competitive market framework. Through carefully designed 

strategic plans and agricultural, industrial, and trade policy, market instruments such as 

"See Robert Wade 1989 for a full discussion of the nmion of "governing the market." 
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preferential tax and tariffs rates, and priority access to scarce foreign exchange and credit, 

could be used to promote the desired development pattern. In all such efforts, it is essential 

that the provision of incentives is tied to strict performance criteria to ensure that incentives 

do not become to be perceived as permanent entitlements. It is also essential that measures 

are taken to promote competitive conditions so as to ensure economic efficiency, and also to 

ensure that selected enterprises do become competitive on the international market. 

35. As noted above, the experience of successful cases of development would appear to 

indicate that a people-centred development strategy is essential both for the sustainability of 

the development process itself, and for laying the groundwork for a broad-based development 

process. This would therefore imply that equity issues become an integral part of the 

development strategy. Thus, rather than designing special programmes to mitigate the effect~ 

of adjustment programmes, it is preferable to design development programmes that are 

purposely biased towards improving the productivity and income of the poor. These will 

require that carefully targeted programmes--ones that seek to enhance the access of the poor 

to resources and to technical know-how--should be integral parts of the development strategy. 

In the agricultural sector, this would, for example, call for land and land-tenure reform, as 

well as agricultural support services to promote small-holder agriculture. In industry, it would 

require special programmes targeted at the informal sector, as well as programmes that 

promote the development of small- and medium-scale enterprises. 

36. As well as ensuring that development strategies have a clear poverty-alleviation focus, 

the adoption of certain key development lessons would also call for II reassessment of the 

policies that sbould be followed with respect to the promotion of the private sector. At issue 

here is whether governments should seek to promote competitive structures in most sectors 

of the economy or whether outcomes should largely be left to the workings of the market. 

Both equity and efficiency considerations would suggest that governments seek to encourage 

the emergence of large numbers of economic agents in different sectors of the economy. A 

some authors have also argued there should be an attempt to encourage all types of economic 

agents--Iocal and regional cooperatives, non-governmental organizations, etC.--to participate 
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in the development process.'" Thus, in current efforts to promote the private sector--ihrough 

such measures as the creation of appropriate legal and regulatory frameworks and the sale or 

liquidation of state-owned enterprises--a policy that favors small and medium-sized enterprises 

and various types of economic agents should be adopted. A re-assessment of policies towards 

the development of the private sector may also call for a re-examination of current drive 

towards the privatization of state-owned enterprises. While no adequate rationale could be 

presented for maintaining and subsidizing loss-making enterprises, privatization should, 

however, not be pursued as a dogma. In the absence of a developed entrepreneurial class and 

a strong private sector, a case can be made for maintaining government presence in certain 

key industries, as long as profit-making and competitive criteria are followed. Alternative 

approaches such as joint-ownerships with private domestic and foreigu capital, should also 

he considered. 

V. Constraints to Effectiye DevelQl)ment Strate~ies 

37. In considering the desirability and applicability of different development strategies, 

it is also important to take note of some of the major constraints that may stand in the way 

of the adoption of any development strategy. Indeed, the value of any development strategy 

must be judged by its feasibility in the context of the specific political and economic 

conditions that prevail at a given time. In the contemporary context of Africa, three broad 

constraints--political, institutional, and resoUfce-availability--stand in the way of the effective 

implementation of a given development strategy . 

38. The effective implementation of any development strategy requires that the political 

leadership of a country adopts the programme, and that it develops an effective political 

strategy to mobilize the population around the goals and objectives of the programme. In this 

regard, the political leadership has to be able to convince the people that the chosen strategy 

will indeed result in a better standard of living for all, and that the rewards and costs of the 

development venture will be equitably shared. Seeking such a popular mandate may of course 

not be necessary, or even feasible, within authoritarian systems of goveroance. But while such 

,. See D.G. Rwegasira, 1993, p. 290. 
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systems may indeed be able to implement a gi ven development strategy without popular 

consultation or approval, past experiences suggest that such approaches that primarily rely on 

coercion are neither sustainable nor effective in the long-term. 

39. Over the last few years, the political landscape of Africa has shown a remarkable 

transformation, with democratically elected govemment~ assuming power in an increasing 

number of countries. The changed political scene provides an opportunity for democratically 

elected leaders to articulate and mobilize the population around the types of development 

strategy discussed above. Given the economic record of previous authoritarian regimes, there 

would indeed appear to be a readily available constituency that would support the major 

planks of a people-centred development strategy. Indeed, as some authors have argued, it is 

unlikely that unmodified SAPs can survive for long the demands and pressures that will 

emerge in the newly democratizing countries.'o But while the emerging democratic 

conditions may provide an opportunity for politicallcaders to mobilize the population around 

a people-centred development strategy, the new obstacles that may stand in the way of such 

popular mobilization in the newly-democratizing societies should not be underestimated. The 

democratic transformation may unleash, for example, centrifugal and ethnic-based movements 

that may make it difficult to arrive at a national consensus. It may also prove problematic to 

work our effective arrangements between the central and local government organs, and even 

between the various administrative bodies of a government. It may also take considerable time 

before an effective civil service capable of implementing a chosen development strategy 

emerges. If indeed the turn towards democratic rule creates chronic problems of govemability 

and administration, it may prove difficult to draw up and implement effective development 

strategies, particularly those which require considerable strategic government guidance and 

involvement. Under such conditions, a more appropriate strategy may in fact be one that 

minimizes the actual involvement and presence of government in the economy. 

40. The drawing up and implementation of effective development strategies would also 

call for building up an effective "ecorwmic bureaucracy. ff" The success of the development 

30 See T. Mkandawire, 1992. 

" See R. Wade, 1990, ch. 7 on the economic bureaucracies of East Asian countries. 
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enterprise in orner developing regions has in part been due to the emergence of such types 

of institutions. These have managed to draw up consistent short-term and long-term plans, 

and have developed and deployed the required expertise to ensure consistency between policy 

goals and instruments. An important characteristic of these bureaucracies has been their 

continuity and stability over relatively long periods of time. This has allowed them "to learn 

by doing", to follow relatively stable economic policies, and to build up the required 

expertise in macroeconomic management. 

41. Under the current conditions prevailing in many African countries, building such 

effective economic bureaucracies would undoubtedly be difficult. The system of civil service 

in many countries has been severely disrupted by the economic crisis of the last decade, as 

well as by the political tt1rmoil that has affected many countries. One result has been a 

massive brain drain, with highly educated Africans now employed in the North and in other 

regions of the developing world. Nonetheless, despite such difficulties, it is critical that 

efforts be made to re-build and develop domestic macroeconomic management capacity, as 

the success of the development enterprise will in the long run depend on such capacity. In 

such attempts, it may be advantageous, as some have suggested, to establish a few focal 

points " ... at both the technical and political levels, to ensure that related developmental 

questions are rigorously and comprehensively addressed. "ll In considering the type of 

development strategy that is suitable to a given country, it is imperative that the level of 

economic management capacity that is in place is taken into account. While state guidance 

may indeed be desirable and necessary, to bring about a particular type of economic change, 

it is important mat levels of government interventions should always he calibrated to the 

actual capacity that is in place to manage effectively such interventions. 

42. A third major constraint that all countries face, regardless of the type of economic 

development sU'ategy that is chosen, is the adequacy of both internal and external resources. 

Major efforts will need to be undertaken both domestically and internationally to increase the 

resources available for development, and to use such resources more efficiently. Internally, 

this may require a major overhaul of government revenue and expenditure systems, as well 

" D.O. Rwegasira, 1993, p. 291. 
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as the institutions for financial intermediation. In this regard, it is important to learn from the 

experience of a few countries that have improved considerably their revenue collection and 

mobilization efforts, and have, as a result, succeeded in augmenting significantly their 

investible resources." In this respect, it should be noted that schemes for increasing the 

efficiency of domestic resource mobilization will increasingly assume greater importance 

given the likelihood of stagnation, or even decline, in the flow of both official and private 

capital flows to Africa. This would imply that countries will have to rely increasingly on their 

own resources to meet their development objectives. Development strategies should thus be 

designed by taking into account the increased need for self-reliance in future development 

efforts. 

43. With respect to the mobilization of external resources, efforts must continue to be 

made to reduce the debt and debt-servicing burden of African countries. As noted above, the 

debt-service burden of the region now consumes over a quarter of all export receipts. Efforts 

must thus be made to reduce this burden to more manageable and sustainable proportions, and 

thereby increase the resources available for development. Such action is necessary not only 

to reduce the outflow of resources due to the debt burden, but also to attract new resources. 

As the experience of other countries has shown, such measures are required to improve the 

external viability of countries, and to restore the conditions for attracting foreign investment. 

In addition, the region should also develop a comprehensive and coordinated resource 

mobilization strategy to ensure that its external resource requirements--and in particular 

concessional resource flows--are not reduced by competitive demands from other regions. 

VI. Summary and Conclusions 

44. An atrempt has been made in the paper to indicate broadly the types of changes that 

may be required in current development strategies to enable Africa to move on to a path of 

rapid and sustained economic growth. The paper has sought to establish the rationale for such 

33 Burkina Faso appears to have increased the resources for development substantially 
through a reform of the tax system, see F. Stewart, 1992. It should also be noted that in the 
poorer countries with limited financial resources, a resource that should be mobilized through 
voluntary and other means is unutilized or under-utilized labor-power. 
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an alternative development strategy on the grounds of: (i) the continued poor performance of 

most African economies over the last decade, and (ii) the failure, to date, of structural 

adjustment policies to bring about the required turnarounds in Africa economies. It has been 

argued that efforts to design new development strategies would benefit considerably from 

drawing on the collective development experience of the South as set out in the Report of the 

South Commission Report, as well as in other influential studies. 

45. It has been shown in the paper that the economic performance of the region over the 

last decade remains far below desired levels. Real GDP per capita grew at an annual average 

of 0.3 percent during 1988-92, as compared to a decline of an average of -0.8% over 1983-

87. Sectoral performance in agriculture and industry has also remained at low levels, and 

gross investment and savings rates have yet to recover. There has been some improvement 

in Africa's export performance, but deteriorating terms of trade, and L'te concentration of the 

region's exports in a few commodities, have prevented a concomitant increase in export 

receipts. The external sector also continues to be adversely affected by the heavy debt and 

debt-service burden, with the latter consuming over a quarter of export receipts. 

46. Africa's economic performance over the last decade has been affected by a number 

of mctors: the adverse external economic environment facing most countries (including 

inadequate levels of resource inflows), the types of domestic policies followed, 

macroeconomic management capability, civil war and strife, and natural calamities. But 

despite the multiplicity of factors that necessarily affect economic performance, development 

policies--and consequently performance--was largely influenced by structural adjustment 

programmes (SAPs). And while a few recent attempts have tried to show that SAPs are 

contributing to turnarounds in adjusting countries, the overall conclusion that remains is that 

SAPs have yet to result in the types of turnarounds required for sustained growth. 

47. A number of factors would appear to account for the limited impact of SAPs. In the 

effon to reduce expenditures and improve macroeconomic balances, SAPs have resulted in 

sharp contractions in domestic absorption, including public investment. This would appear 

to have contributed, in tum, to a fall in private investment. Relltrictive monetary policies and 

credit squeezes have also had similar impacts. Policies under SAPs that seek to encourage 



- 23 -

imports, through massive currency devaluations, while creating favourable conditions for 

investments in tradeables, however, also tend to limit such investments because of the sharp 

increase in the domestic prices of imported capital goods and intermediate goods. And while 

SAPs have led to considerable increases in export volumes, such expansion has largely been 

limited to traditional export" which has contributed to large falls in international prices and 

consequently to limited gains in export receipts. Another factor which has limited the impact 

of SAPs would appear to be uncertainty associated with the instability and unpredictability 

of the incentive structure and generaJ macroeconomic policy reform. 

48. In the light of the limited impact of SAPs on improving economic performance, there 

would appear to be a clear case for modifying existing development policies and strategies. 

In the effort to design more appropriate development strategies, it is argued in the paper that 

it is important that lessons from the development experience of the region over the last decade 

and a half be fully taken into account. It is also important that the broader development 

experience of other countries fully inform such attempts. From the Report of the South 

Commission and other similar studies, the key lessons that sbould be incorporated in the 

design of future development strategies would appear to be the following: 

the adoption of a development strategy that is people-centred, both to ensure 

the sustainability of the development process and to ensure that equity 

considerations are fully taken into account; 

the need to suppon small- and medium-scale enterprises to encourage a broad

based development process and to promote employment generation; 

the provision of adequate resources for human resources development, as a 

trained and skilled labour force is essential tOr the structural transformation of 

the economy, and for gaining internationa1 competitiveness; 

the importance of maintaining a stable and orderly macroeconomic 

environment to promote high levels of investment and domestic resource 

mobilization; 

the need to allow for the market determination of prices and market allocation 

of resources to avoid costly and unsustainable distortions and misallocation of 

resources; and 

strategic planning and selective government intervention in markets to ensure 
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that development is people-centred and that it results in the desired types of 

structural transformation. 

49. The adoption of these key lessons in the formulation of development strategies for the 

1990s would require certain major modifications in current development approaches. It 

would, in particular, call for major revisions with respect to (i) the role of the state in the 

development process, (it) the manner in which equity anti poverty-alleviation concerns should 

be integrated in the jonnuJation of development programmes, anti (iii) the natUre of policies 

that seek to promote the private sector. 

50. In the effort to design development ~'trategies that seek to incorporate some of the above 

lessons, it is, however, important that due attention be also given to the various constraints 

that will stand in the way of the implementation of a given strategy. While resource 

constraints are usually taken into account, alternative development strategies should also take 

note of the actual political and institutional constraints that may stand in the way of their 

implementation. [n this regard, it is noted that development strategies that require some 

degree of government guidance and strategic interventions necessarily make two bold 

assumptions: (i) government capacity to mobilize a people around a chosen strategy, and (ii) 

the availability of effective institutions (an economic bureaucracy) that can draw up and 

implement government plans and actions. It is thus important to determine whether, under 

the current conditions that prevail in the region, these two assumptions do actually hold. 

While the democratic transformation sweeping the Continent may enable an increasing 

number of countries to fulfill the first assumption, the economic crisis of the last decade has, 

however, weakened the institutional capacity of many governments. Concerted efforts must 

thus be made to fe-build the requisite governmental macroeconomic management capacity to 

enable the effective implementation of the types of development strategies proposed in the 

paper. 
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