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I. INTRODUCTION

1. 1993 is the third year since the second United Nations

Conference on Least Developed Countries adopted the Paris

Declaration and Programme of Action for the Least developed

countries for the 1990s1. Since then , the implementation process

has been derailed both by domestic factors and adverse external

conditions. Political conflicts and civil war have affected many

LDCs, such as Liberia, Somalia, Sudan, Rwanda Sierra Leone and

Zaire and this has resulted in the destruction of physical and

social infrastructure, and increased numbers of refugees and

displaced persons. In addition, drought struck a number of LDCs in

the Eastern and southern African sub-region in 1992, sharply

reducing food production, famine averted only through massive food

imports. Though Structural Adjustment Programmes, there is

evidence of untold human sufferings associated with their

implementation.

2. In developing Africa, economic performance has generally been

poor. Adverse movements in terms of trade particularly for

exporters of minerals and tropical beverages, drought in the

Southern Africa Sub-region, and disruptions from civil wars and

other political conflicts in many countries, have all restrained

economic activity in the region. regional real output grew by a

1 UNCTAD, Paris Declaration and Program of Action for the

Least Developed Countries for the 1990s-UNCTAD/RDP/LDCs/8-United

Nations, New York, 1992.
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mere 1.5 per cent in 1992, after an already discouraging growth of

only 2.3 per cent in 1991, resulting in new falls of per capita

income.2 Because of this, more countries were pushed into the LDCs

category in Africa, which now number 323, out of a total of 47

countries such classified by the United Nations.

3. Externally, the OECD/DAC economies, the main trading and aid

partners of the African LDCs, are passing through a period of

unusual economic difficulties. 1993 is the third straight year of

generally poor growth for them, output increasing by 1.7 per cent

compared to 0.2 per cent in 1991 and 1.5 per cent in 1992. There

is also rising unemployment, averaging 5.6 million in 1990-1992,

large budget deficits, high interest rates, notably in the

countries belonging to the European Monetary System (EMS), and the

sluggish growth in world trade.4

4. There has been therefore a reduction in external assistance

flows, while, depressed demand for primary commodities has

significantly reduced the export earnings of African LDCs. The

continued decline in the terms of trade of commodity-dependent

2 UNECA, Economic Report on Africa, 1993.

3Benin, Botswana, Burkina Faso, Burundi, Cape Verde, Central

African Republic, Chad, Comoros, Djibouti, Ethiopia, Equatorial

Guinea, Gambia, Guinea, Guinea-Bissau, Lesotho, Liberia,

Madagascar, Malawi, Mali, Mauritania, Mozambique, Niger, Rwanda,

Sao Tome and Principe, Sierra Leone, Somalia, Sudan, Togo, Uganda,

United Republic of Tanzania, Zaire and Zambia.

4 IMF, World Economic Outlook, May 1993.
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African LDCs has not been significantly compensated by development

assistance flows. Their precarious financial position, especially

for investment funds, has been further weakened by heavy debt

repayment obligations, debt service estimated at 15 per cent of GDP

in 1991 and 12 per cent in 1992.

5. High population is another serious constraint for African

LDCs. In mid-1992, the LDCs population is estimated at 305

million, or 48 per cent of the total population of developing

Africa. The size of LDCs' population ranges from 200,000

inhabitants in Sao Tome and Principe to 54.2 million in Ethiopia.

Population densities are as low as 2 inhabitants per sg. km in

Mauritania, up to 290 inhabitants per sg.km, in Rwanda. For growth

and development, it is the high population growth rate, estimated

at an average annual of 3.7 per cent that is taxing the capacity of

LDCs governments to allocate their meager resources in an efficient

manner. Generally, living conditions already marked by

malnutrition and disease, are deteriorating as shown by recent

estimates, which put the average life expectancy in African LDCs at

49 years only, while the adult literacy rate, is as low as 47 per

cent.

6. It is against the above background that the African LDCs have

been implementing the Paris Declaration and Programme of Action

adopted in September 1990. The present edition of the "Survey of

Economic and Social Conditions in African Least developed
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countries, 1991-1992", analyzes their economic growth performance,

in the framework of a painful and problem ridden political

transition. The general features and effects of the economic

reforms applied by the countries are assessed, including internal

developments concerning fiscal and monetary management. As already

said, an assessment of the social conditions in the LDCs reveals an

appalling situation, with falling incomes and steep increases in

the incidence of poverty, and large-scale human sufferings caused

by wars and other man-made and natural disasters. The survey

further examines external support measures which were considered to

be a prerequisite for the successful implementation of the Paris

Declaration and Programme of action. In particular, trends in

total external resource flows are analyzed, along with the benefits

gained from the debt relief measures undertaken by creditors in

favor of the African LDCs. In the final section VI, short-term

growth prospects of the African LDCs are outlined in the framework

of current government policies.



II. ECONOMIC PERFORMANCE AND REFORM MEASURES

(a) Trends in Basic Economic Indicators°

FTgira L1: African LDCs, GDP growth
rota, 1988-1993 (% par annum)
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7. The real GDP of

the 32 African LDCs

declined by 0.7 per

cent in 1991 and by

0.6 per cent in 1992.

This corresponds to a

decline of 3.5 per

cent in per capita

income in 1991 $US

241 and, by 2.4 per

cent in 1992, $US

235. The growth rates observed have, to a large extent, determined

by external causes without prejudice to the role of domestic

factors. Unfavorable primary commodity market conditions and,

inadequate inflows of external resources have been the major

factors that influenced African LDCs economies in 1991-1992. ODA

declined in real terms by an average of 0.6 per cent in 1991-1992,

due to the reduction of aid budgets in OECD countries, the

diversion of development assistance to Eastern European countries,

and the loss of financial support from Gulf states.

5 Except otherwise indicated, ECA estimates are based on 1990

US dollar prices.
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8. The international market for primary commodities remained

sluggish. African LDCs export earnings fell by nearly 6.0 per cent

in 1992, after a loss of 3.6 per cent in 1991. On the other hand,

imports declined by 8.6 per cent in 1992 when they had risen by 6.1

per cent in 1991. These trends have tended to keep the overall

balance of payments deficit at more or less stable, the current

account deficit dropping slightly to $US 5.2 billion in 1992

compared to $US5,5 billion in 1991. The debt service ratio

estimated at 14 per cent in 1991 has slightly eased at 12.8 per

cent in 1992.

9. Agriculture is the principal source of value-added in the LDCs

and the major contributor to economic growth. According to the

FAO, under (1988=100), agricultural production stagnated in 1992,

after increasing by 2.7 per cent in 1991. If good and evenly

distributed rainfall was reported in a few countries, drought

struck a number of LDCs in the Eastern and Southern Africa sub-

region and as many 14 African LDCs were facing exceptional food

emergencies in 1992. Continuing civil wars in Djibouti, Liberia,

Mozambique, Rwanda, Sierra Leone, Somalia and the Sudan brought

agricultural production activities to a virtual standstill,

aggravating the already unbearable food supply shortages.

10. Somalia was in the grip of an intense famine, and a large part

of the population fled to neighboring countries. With the

irrigation and marketing system destroyed by civil strife and a
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prolonged drought in most areas, all signs point to a very poor

main harvest was an exceedingly poor ore. Livestock which is used

as draught power for agriculture and transport and is the main

source of income for the majority of the people of Somalia, has

also been decimated by the civil war.

11. In Burundi and Rwanda rainfall has been erratic for the

1992/93 first main crop season, Substantial emergency relief

assistance is required throughout 1993 in Rwanda, where some

900,000 persons have been displaced due to civil conflict. A

recent UN Interagency Mission, estimated that 200,000 tons of

cereals and pulses will be required, including some 134,000 tons to

feed the displaced through 1993. Acute food shortages are also

reported in Zambia, Zimbabwe, Madagascar, Mozambique and Malawi.

In Mozambique, over 3 million people were exposed to famine in 1992

as civil strife compounded the effects of the drought. The peace

agreement which ended military conflict allowed relief operations

and thus averted a catastrophe of massive dimensions.

12. The LDCs industrial sector is predominantly agro-based and,

therefore low agricultural output implies shortages of raw

materials especially for food processing enterprises which account

for 60-70 percent of manufacturing output. This has caused wide

spread capacity under-utilization, with manufacturing value-added

declining by 6 percent in 1991 and 1.7 percent in 1992.



Table II.1

Basic Indicators of African LDCS, 1989-1993

Indlcatota/Years

Real GDP growth rate (%)

seal domes-tic demand growth rate (% >

FAO index of agricultural production (1988=100)

Export of goods 6 eervictft (current US$ bn) (*)

Imports of goods & services (current OS$ bn) <*)

current account deficit <US$ bn)

External debt stock (US$ bn)

Debt ratio (% of exports of goods & services)

Debt service (OS$ bn)

Debt service ratio (% of exports of goods & services)

1989

3,3

3,7

1O3,4

16,5

24,2

3,3

7O,9

429

2,7O

16,3

199O

3,5

O,3

104,3

17,2

26,2

4,6

78,2

455

2,4O

13,9

1991

O,7

1,7

107,1

16,6

26,9

5,5

81,4

49O

2,33

14,O

1992E

0,6

-O,4

107,9

15,8

27,7

5,2

86,7

548

2,O3

12,8

1993P

3,6

2,O

111,6

17,8

28,6

4,5

88,6

498

2,27

12,7

Memo notei

Population (ran inhabitants)

GDP (US$ an, 199O prices)

Per capita GDP (US$, 199O prices)
GDP per capita growth rate ( % per annum)

275,7

68228

247

-o,a

283,3

7O616

249

O,7

295,6

7111O

241

-3,5

304,6

71537

235

-2,4

314,6

74112

236

O,4

ffgurces: ECA and national publications;

E—estimates;

P-projectlons;
(*)=Export fr import of goods & services.

13. Indicators of individual country performance show the same

pattern of decline in GDP real growth rates. Thus, twelve

countries experienced negative or zero growth in 1991 and 1992 (See

table II.2) while those where output growth was greater than

population growth, which minimized 13 in 1991, were only 11 in

1992, with only four growing by more than 6 per cent.

14. One significant case is that of Zambia which has been

implementing an Economic Reform Programme since October 1991. The

major elements of the programme are the stabilization of the

economy through improvements in fiscal monetary policies, and a

comprehensive economic liberalization affecting all prices,

exchange rates and interest rates. Since 1991, the fiscal deficit

has been reduced from 7.4 per cent of GDP to 2.5 per cent. However,

the objective of limiting the growth of money supply was not

achieved due to the drought, extra-budgetary expenditures and the
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financing of ZCCM. Real GDP declined by 2.5 per cent in 1991 and

5.3 per cent in 1992. Because of this, the 1993 budget aimed at

checking monetary expansion which started in 1992 and at bringing

inflation under control. The Government intends to achieve a

balanced budget with zero deficit through the introduction of a

cash-base expenditure system which implies that Government

expenditure will be limited to actual revenue.

15. Ethiopia's Economic Reform Programme, put in place with the

joint assistance of the IMF and the World Bank, has yet to take

hold because of difficulties in making the transition to a market-

based economy. The ERP emphasizes the need to revitalize the

economy and to create a conducive environment for development,

including greater participation of the private sector. However,

there are considerable demands on public resources for relief

operations, rehabilitation and reconstruction activities as well as

administrative and budgetary requirements for the political

transition and for the needs of displaced persons including ex-

soldiers. Donors have pledged $1.2 billion for the ERP, but urged

the Government to shift its focus from relief to economic

development. The Ethiopian economy has also been affected by the

disarray in the international coffee market, especially the effects

of the strained producer-consumer relationship on demand and

prices. Coffee accounts for over 47 per cent of export receipts.

Real GDP grew by 0.3 per cent only in 1991 and fell steeply by 10

per cent in 1992.
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16. In spite of the difficulties created by rebel incursion, the

government of Sierra Leone, with the joint assistance of the World

Bank and the IMF, continues to implement an adjustment programme

involving wide ranging policy and institutional changes. The

objective of the SAP is to achieve a positive real per capita

growth while reducing the rate of inflation. Liberalization

measures include the removal of all restrictions on trade and

prices, interest rates being set at market levels. Lending for

productive investment is to be on commercial terms. Sierra Leone

is implementing a public investment programme (PIP), which covers

poverty alleviation, provision of basic social services,

rehabilitation of physical and social infrastructure, including

roads, electricity, water and sanitation, health and education

facilities. Funding for the programme is estimated at Le 239

billion with assistance from the World Bank (Le 31.8 billion), the

EEC (Le 30.2 billion), the ADB (Le 25.6 billion) and the WFP (Le

7.5 billion).

Table II.2

Distribution of African LDCs according to real GDP growth rate, 1991-1993

|Growth rates (%) Pays

Negative or nil Centr.African Republic,

Ethiopia, Liberia,

Madagascar, Maii,
Mauritania, Rwanda,

Sao Tome & Principe,
Somalia, Togo, Zaire,

Zambia

Equatorial Guinea, Ethiopia,

Liberia, Madagascar, Malawi,

Mozambique, Niger, Sierra

Leone, Somalia, Tanzania,

Zaire, Zambia

Comoros, Chad,

Djibouti, Equatorial

Guinea, Liberia,
Madagascar, Niger,

Sierra Leone, Somalia,
Zambia

Between O and 3 Djibouti, The Gambia, Guinc

Lesotho, Mozambique, Niger,

sierra Leone, Sudan

Benin, Cape-Verde, central

African Rep., Djibouti, Guinea
Bissau, Lesotho, Mauritania,

Uganda

Cape—Verde, Central

African Rep., Guinea
Bissau, Mali,

Mauritania, Rwanda,

Sao tome & principe, Zaire

Between 3 and 6 Benin, Comoros, Equatorial

Guinea, Guinea-Bissau,

Tanzania, Uganda

Botswana, Burkina Faso, Chad,

Comoros, Guinea, Rwanda,

Togo

Benin, Botswana, Burkina
Faso, Burundi, Guinea,
Mozambique, Tanzania,

Sudan, Togo

Greater than 6 Botswana, Burkina Faso,

Burundi, Cape-Verde, chad,

Halawi

Burundi, Gambia, Mali, Sudan Ethiopia, Gambia,

Lesotho, Malawi, Dganda
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17. Poor fiscal management during a sometimes chaotic and conflict

ridden political transition has hampered economic growth in many

LDCS in Africa. In Zaire, political instability, the collapse of

production activities, especially those of GECAMINE's operations,

which is the main foreign exchange earner and contributor to the

national budget, and reckless deficit financing have all

contributed to the poor performance of the economy. In the mining

sector, the decline in production is estimated at 19 per cent for

cobalt, 41 per cent for copper and, 47 per cent for diamonds.

18. Six African LDCs in 1991 and, four in 1992, registered growth

rates higher than 6 per cent. In 1991, these were Botswana, Burkina

Faso, Burundi, Cape Verde, Chad and Malawi and, in 1992, Burundi,

Gambia, Mai i and Sudan. The Burkinabe government started

reorienting its economic policies in 1991 and has made considerable

progress in defining new macro-economic policies. The country's

medium-term programme (1993-1995) aims to achieve an average annual

growth rate of real GDP of 3 per cent, reduce the fiscal deficit

from 6.1 per cent of GDP in 1992 to 2.8 per cent in 1995, limit the

rate of inflation to about 2.5 point annually, and lower the

current account deficit from 15.4 per cent of GDP in 1992 to 13.7

per cent in 1995. ECA estimates an increase in real GDP (1990

prices) by some 7.1 per cent in 1991 and 3.4 per cent in 1992. For

Burundi, the main impetus to the growth performance of 7.1 per cent

in 1991 was a 36 per cent increase in incomes from coffee sales,

the source of 90 per cent of the country's foreign exchange. Growth
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slackened to 3.4 per cent in 1992, and prospects in 1993 are dimmer

due to the political situation created by the coup d'etat in

October 1993.

19. Botswana's economy grew by an average rate of about 9 per cent

between 1980 and 1990. This was result of a robust diamond

industry which benefitted from favorable prices and a steady growth

in demand. Diamond alone contributes about 35 per cent of GDP and

account for 80 per cent of export income. The favorable trend in

the diamond industry was accompanied by prudent economic and

financial management policies. A flexible exchange rate policy

helped to alleviate the pressures on the national currency caused

by diamond price fluctuations. However, in 1992, the economy

slowed down mainly as a result of the 25 per cent reduction in the

purchase of diamonds by De Beers, the main buyer of Botswana's

diamonds.

(b) Savings and investment

20. The poor economic performance of African LDCs has led to a

further erosion of their income base. Per capita income dropped by

an estimated 3.5 per cent in 1991 and by 2.4 per cent in 1992, per

capita consumption contracting by 2.6 per cent in 1991 and 3.3 per

cent in 1992. The increase in aggregate private consumption is

estimated at an annual average of only 1.4 per cent in 1991-1992.

Measures to restrict growth in aggregate demand, as part of
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structural adjustment programmes, led to a reduction of public

consumption, which was down by 4.2 per cent in 1991 and 2.2 per

cent in 1992. As a result, the domestic savings rate increased

from 3.7 per cent of GDP in 1991 to an estimated 7.1 per cent in

1992.

21. As shown in Table II.3, the savings performance of five

countries in 1991 and, eight in 1992, was well above the LDCs

group's average. This is mainly attributed to policy measures

taken by the concerned countries to reform the interest rate

structures and spur public and private savings. The very high

savings rate in Botswana-45.3 per cent in 1991 and 43.7 per cent in

1992-is due essentially to the high growth of the economy.

Botswana's average real per capita income was of $US 2649 in 1991

(at 1990 prices) and $US 2673 in 1992 compared to an average of $US

241 and $US 235 for the African LDCs as a group.

Table IX.3.

Distribution of African ldcs according to savings rates, 1991-1993

(1991-1992)

Savings rat* < % of GDP)

Negative or nil

Pays

Comoros, Djibouti, Ethiopia,

Guinea-Bissau, Lesotho,

Mozambique, Sao Tome & Principe,

Sierra Leone, Somalia, Tanzania,

Zaire

Coaoroa, Djibouti, Guinea

Bissau, Lesotho, Mozambique,
|Niger, Rwanda, Sao Tome &

Principe, Sierra Leone,

Somalia, Tanzania

1Burkina Faso, Comoros,

I Djibouti, Guinea, Guinea
Bissau, Lesotho, Liberia,|

Mozambique, Tanzania,

Rwanda, Sao Tome &

Principe, Somalia

Between O and 10 Benin, Burkina faso, Burundi, Central
Afr.Rep., Chad, Equatorial Quints,

Guinea, Liberia, Madagascar, Malawi,
Mali, Mauritania, Niger, Rwanda,

Uganda, Zambia

Burkina Faso, Burundi, Central
African Rep., Chad, Equatorial

Guinea, Ethiopia, Guinea,

Liberia, Madagascar, Mall,

Sudan, Zaire, Zambia

Benin, Burundi, Central
African Hep., Equatorial

Guinea, Ethiopia, Malawi,
Mali, Niger, Sierra Leone

Sudan, Uganda, Zaire

Greater than 1Q Botswana, Cape-Verde, Gambia, Sudan, Togo,

Tanzania, Zambia

Benin, Botswana, Cape-Verde,

Gambia, Malawi, Mauritania,

Togo, Uganda

Botswana, Cape-Verde,

Chad, Gambia, Madagascar,
Mauritania, Togo, Zambia

Source: ECA

22. Though the savings rate increased on average in 1991-1992, it

remained at a very low level insufficient for financing investment
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and growth. The investment ratio is estimated at annual average of

only 14 per cent of GDP in 1991-1992. Apart from low saving rates,

the austerity measures applied under Adjustment programmes, have

led to reductions in public investment in all adjusting LDCs, while

private investment has been deterred by very high interest rates,

again an outcome of SAP's. Private investment, domestic or

foreign, has not increased in spite of the incentives offered by

fiscal and monetary reforms, investment codes, privatization

operations, and the establishment of export processing zones

(EPZs).

Table II.4

Distribution of African LDCs according to domestic investment rate,

1991-1993

Investment, rate (% of GDP)

Between 1 and 14

Between 14 and 25

Greater than 25

199X 1992 1993

Pays

Benin, central African Republic,

Coaoroa, Ethiopia, Guinea, Liberia,

Madagascar, Mauritania, Niger,

Rwanda, Sierra Leone, Sudan,

Uganda, Zaire, Zambia

Burkina Faso, Burundi, cbad.

Equatorial Guinea, Guinea-Bissau,

Malawi, Mali, Somalia, Togo

Botswana, Cape—Verde, Djibouti,Gambia
Lesotho, Mozambique, Sao Tome &

Principe, Tanzania

Benin, central African Republic,
Comoros, Ethiopia, Guinea,

Liberia, Madagascar, Niger, Rwanda,
Sierra Leone, Sudan, Uganda, Zaire,

Zambia

Burkina Faso, Burundi, Equatorial

Guinea, Guinea-Bissau, Malawi, Mali,

Mauritania, Somalia, Togo

Botswana, Cape-Verde, Djibouti,

Gambia, Lesotho, Mozambique,
Sao Tome & Principe, Tanzania

Benin, central African
Republic, Comoros, Ethiopia,

Guinea, Liberia, Madagascar,

Niger, Rwanda, Sierra Leone,

Sudan, Uganda, Zaire, Zambia

Burkina Faso, Burundi,
Equatorial Guinea, Guinea-

Bissau, Malawi, Mali,

Mauritania, Somalia,

Tanzania, Togo

Botswana, Cape-Verde, Chad,

Djibouti, Gambia, Lesotho,

Mozambique, Sao Tome &
Principe

surce: BCA

(c) External trade and balance-of-payments

23. Total LDCs export earnings declined from $US 11.2 billion in

1991 to $US 10.5 billion in 1992, a fall of almost 6 per cent.

This is attributed to the stagnation in the market for non-fuel

mining products. In particular, Botswana's diamond export earnings

have fallen by 25 per cent, as lower demand compelled the De Beers
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Company (the

country' main

diamond agent) to

reduce purchases.

For Central African

Republic, Guinea,

Mauritania, Niger,

Sierra Leone, Togo

and Zambia, lower

demand in
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countries was also the cause of reduced export earnings.

24. The share of non-mining primary products in total exports rose

from 28.4 per cent in 1991 to 30.1 per cent in 1992. This product

category is dominated by coffee (25.6 per cent), cotton (24.1 per

cent), fishery products (10.9 per cent), livestock (9.5 per cent)

and cocoa (1.8 per cent). The composite price index (1980 = 100)

of this product group shows a favorable trend since the 1989

recession, but the sluggish demand in OECD markets and, the large

stocks available on the market, especially of coffee and cocoa are

exerting a strong downward pressure on prices. Zambia is expected

to increase revenue earned from non-traditional exports to about

$100 million in 1993.
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25. Primary products represent also about 49 per cent of African

LDCs imports, (i.e. fuels: 63 per cent, food products: 34 per cent,

non-fuel and non-food products: 3 per cent), of which manufactured

products account for 51 per cent. Total imports grew by 6 per cent

in 1991, but fell by 8.6 per cent in 1992. External debt service

obligations and lower export revenues have together caused a

shortage of foreign exchange, making the reduction of imports

inevitable.

Table II.5

External trade of African LDCs, 1987-1992
(SU3, millions, current, unless otherwise indicated)

Exports (FOB)

1. Primary products

1.1 Fuels
1.2 Non-fuel mining

1.3 Food

1.4 Agricultural raw Materials

2. Manufactured products & others

Imports (CIF)

1. Primary products

1.1 Fuels
1.2 Food

1.3 Non-fuel and non-food (*)

2. Manufactured products and others

©•flelt (->/Surplus <+J

Coverage rate of import/export (% >

Export price index, 1980=100

xmport price index, 1980=100

Terms of trade

Fluctuation in terms of trade (*)

1987

1O428

7386

88

4131

2632
535

3O42

1394O

636O

3345

2739

276

7580

1 **" 1
74.8

82. O

94.2

87. O

-

1988

11171

7585

54

435O

2645

536

3586

15619

7416

4343

2819

254

82O3

-4448

71.S

84. O

1O1.4

82.8

-4.8

1989

11841

7765

34

4538

2656
537

4O76

16O66

7697

46O9

2841

247

8369

-4225

73.7

84.4

98.5

85.7

3.4

199O

11626

77O7

52

4466

2652
537

3919

1721O

8415

5288

2896

231

8795

-5584

67.6

81.8

111.4

73.5

-14.3

1991

112O9

7595

55

4359

2645

536

3614

18243

9O67

59O4

2945

218

9176

-7034

61.4

77.7

117. S

66.1

-IO.O

1992E

1O542

7417

7O

4178

2635
534

3125

16669

8O77

4968

287O

239

8592

-6127 .,

63.2

77.2

126.3

61.2

-7.5

Sourcei ECA. and. The World Bank "Trends in developing economies, 1992.

26. The deficit on the trade balance in 1992 is estimated at $US

6.1 billion, compared to $7 billion in 1991. The rate of coverage

of imports by exports improved slightly, rising from 61.4 per cent

in 1991 to 63.2 per cent in 1992. But, the deficit in goods and

services rose from $US 11.1 billion in 1991 to $US 11.3 billion in

1992, because of the persistent deficit in the trade balance and

increases in interest payments on external debt. Unrequited
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Figure 13 External trade of African

LDCs, 1987-1992

transfers, mainly

public transfers,

amounted to around

$US 6 billion

annually which

covered only about

52 per cent of the

deficit in goods

and services. This

resulted into a

deficit on current

account estimated

at $US 5.5 billion

in 1991 and $US 5.2 billion in 1992. However, balance-of-payment

support to adjusting LDCS in Africa temporarily eased their

difficult external payments position.
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(d) Fiscal and Monetary Policy Issues

27. Economic reform measures and intense efforts at domestic

resource mobilization have significantly improved revenue

collection and helped to contain public expenditures in many

African LDCs. This notwithstanding, budget deficits are escalating

in a number of countries. In Malawi, the revised budget deficit

for 1992/93 stood at MK560 million compared with an original

estimate of MK18.7 million. This upsurge is mainly attributed to

a substantial increase in the government's wage bill, from MK250

million in 1991/92 to MK450 million in 1992/93.

28. In Togo, the focus of government policy on the development and

promotion of the informal sector is having significant impact on

government revenues. The budget for 1993 had set revenue at CFA

Fr90 billion, but this was revised to CFA Fr50 billion due to a

drastic drop in indirect taxation on trade. The bulk of the

coffee, cocoa and cotton harvests have been lost, while the

phosphate industry is at a standstill. In Guinea, the budget

deficit stood at GFr 225.9 billion or 7.8 per cent of GDP in 1992,

and had to be financed by external resources.

29. Many LDCs are trying to rationalize their expenditures and to

broaden the revenue base. In Madagascar, the 1992 budget contains

a number of institutional innovations designed to encourage

manufacturers and exporters. The incentives include eligibility of
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enterprises to claim back up to 40 per cent of their corporate tax

liability for a maximum of five years. The floor for income tax

exemption has been fixed at an equivalent of $42 , with a scale for

amounts of income earned above that level. A 40 to 25 per cent cut

in corporate tax on capital assets of companies whose headquarters

are in Madagascar is envisaged; while the 1989 flat rate tax on

coffee and cloves has been scrapped.

30. According to the 1993/94 budget, the government of Sierra

Leone has succeeded in lowering the annual budget deficit from 9

per cent of GDP in 1991/92 to 7.4 per cent of GDP in 1992/93. As

a result, there has been a substantial reduction in domestic

credit, and the expansionary pressures on money supply have eased.

Growth in Money Supply dropped from an annual average of 49 per

cent in 1991/92 to about 29 per cent in 1992/93. The rate of

inflation has been reduced to 18 per cent on an annualized basis,

from 115 per cent in December 1991. This lower inflation rate has

enabled the government to maintain a fairly stable exchange rate,

significantly reducing parallel market dealings in hard currencies

and, to curtail smuggling activities.

31. In Tanzania, the main objectives of the 1993/94 budget are: to

gradually reduce the national budget dependence on foreign aid,

particularly for recurrent expenditure; to reduce government

expenditure for commercial transactions which can be undertaken

more efficiently by the private sector; to improve essential
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services especially in education and health. In 1993-94, the

government plans to spend a total of TSh428,750.2 million, of

which, TSh292,826.7 million will be ordinary expenditure and

TShl35,923.6 development expenditure which shows an increase of

32.7 per cent on the 1992-93 TShl02.400 million development budget.

32. In the Sudan, the budget for 1993-94 estimates total

government revenue at SD15.5 billion, while total recurrent and

development expenditure are set at SD17.1 billion and SD6.4

billion, respectively. About 42 per cent of the development budget

will be allocated to agriculture. Faced with mounting economic

difficulties and adverse popular reaction to some reforms, the

government decided to tone down the economic liberalization

measures introduced in 1992. The bread subsidy reintroduced in mid-

1992 following protests, was raised by 13 per cent and subsidy on

fuel products increased by 19 per cent, while price controls on

basic goods were reinstated.

33. In Zambia, the excise duty payable on luxury goods, alcohol,

tobacco and cars has been increased. The budget grants investors

in tourism and manufacturing depreciation allowances on equipment

and machinery of 50 per cent over two years. In Burundi, it is

planned to bring down the budget deficit from 7.5 per cent of GDP

in 1993 to 6 per cent in 1994. To achieve this objective,

Government spending will be contained, finance for the public

investment programme will be obtained through external grants and
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loans, and the size of the civil service, a major contributor to

the budget deficit, will be cut down.

34. in Lesotho, the fiscal deficit which was as high as 18 per

cent of GDP in 1988/89, fell to under 1 per cent in 1991/92. This

was mainly the result of higher than anticipated grants as domestic

revenue was below the target. In the 1993/94 budget, the

government expects to raise LM747 million in taxes, as compared to

the 1992/93 receipts of LM548 million, an increase of 36.3 per

cent. The additional revenue is expected from import-related taxes

of the Lesotho Highlands Water Supply Project (LHWP). However,

spending is expected to increase by 28.4 per cent . The LHWP is the

largest project in the country, with expenditure in 1993/94

estimated in excess of LMl,000 million.

35. The key objectives in Uganda's 1993/94 budget are to reduce

inflation to a target rate of 7.5 per cent and, to achieve a real

GDP growth of 5 per cent. The government anticipates to build up

official foreign exchange reserves of some $30 million; increase

private sector credit by around 15 per cent and, reduce interest

rates to boost private sector investment. The system of foreign

exchange rationing has been abolished and all imports are now

eligible for financing instead of the current system based on

existing market shares. The budget sets recurrent expenditure at

USHs430 billion and development expenditure at USHs400 billion

while revenue is estimated at SHs380 billion.
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36. The first phase of a World Bank-supported financial sector

restructuring programme for Mozambique was implemented in 1992.

This entailed the revision of the role of the state-owned Banco de

Mozambique, which formerly combined Central Bank functions with

commercial bank activities. Before the reforms, Banco de Mozambique

controlled 95 per cent of all financial sector assets in the

country. The commercial function is now handled by Banco Commercial

de Mozambique (BCM), owned for 80 per cent by the State and 20 per

cent by employees of the former Banco de Mozambique. The BCM is

established with a minimum capital of 30 billion meticais. To

encourage savings, the Central Bank has fixed positive real

interest rates and removed biased rates according to sectors. The

foreign exchange market is also being rationalized.

37. In Zaire, money creation and deficit financing of government

activities continued unchecked. Between the first quarter of 1991

and the second quarter of 1992, the consumer price index rose by

7,076.8 per cent; that is, prices increased 72 times, while money

supply increased 91 times and the value of the Zaire was reduced to

less than 0.2 per cent of its initial value. The process of

hyperinflation was evident in 1992 and, at the beginning of March

1993, it was reported that the exchange rate of the Zaire had

fallen to nearly 3 million Zaire to one US dollar. In October 1993,

by Presidential decree, a new Zaire was to replace the old currency

at 3 million old Zaire to one new Zaire. Even taking into account

the contraction in output in Zaire in both 1991 and 1992 by more
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than 10 per cent, the hyperinflation is attributed mainly to money

supply growth. Any stabilization of and recovery in the economy of

Zaire will require a complete overhaul of its monetary system,

including the creation of a new currency to replace the Zaire.6

UNECA, Economic Report on Africa, 1993.



24

Table II.7

African LDCs, Changes in Money Supply (1991-1992)

(in billion of local currency)

Benin

Burkina Faso

Cape Verde

Chad

Djibouti

Eq. Guinea

Ethiopia

Lesotho

Malawi

Mali

Mauritania

Niger

Rwanda

Sierra Leone

Money

Supply M2

27.76

7.02

1.90

-6.50

-3.24

1.03

1.36

0.07

0.19

4.41

1.83

-2.28

4.17

-10.44

Increase/decrease due to

Net

Foreign

Assets

24.72

13.89

1.193

-8.19

-9.65

-1.03

0.63

0.26

-0.44

5.71

-8.61

2.13

-1.85

-42.52

Claims on

Government

13.85

0.04

0.86

22.91

3.05

2.03

1.05

-0.25

0.54

-3.99

-0.99

-6.40

-0.52

-5.82

Claims on

Private

sector

-16.22

-12.18

0.78

-1.25

-0.47

-4.53

213.0

0.04

0.23

5.78

-3.60

-4.42

3.17

2.25

Source: IMF, International Financial Statistics, July 1993.

38. Table 11,6 shows the net changes in money supply, broadly

defined, between 1991 and 1992, for a sample of 14 African LDCs.

In Benin and Burkina Faso, the growth money supply was influenced

by increases of the net foreign assets of the banking system,
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partly offset by drops of the claims to the private sector. In

Ethiopia, money supply growth was the result of a large increase

credits to the private sector. In Rwanda, higher claims on the

private sector were partly offset by the decline of the net foreign

assets of the banking system and if claims on the Government. In

Sierra Leone, the fall of money supply is due to the decline of

both net foreign assets of the banking system and claims on the

Government.

39, After the stock exchange amendment was passed by the Sudan

Council of Ministers in 1992, the government established a full-

fledged stock exchange market in 1993 with an initial listing of 50

companies. The fully paid-up capital of participating companies is

expected to be no less than $300,000, out of which 10 per cent will

be deposited at the Bank of Sudan as collateral. The main

objectives to be achieved by the creation of the stock exchange

are: to eliminate black-market dealings in hard currencies and to

channel all foreign exchange into official channels; for planning

purposes, to fix hard-currency rates at par for official and

private transactions; to speed up the privatization programme and

to attract foreign investors; to allow increases in the money

supply to fund large projects backed by anticipated increased

inflows of foreign capital to be attracted by the exchange; and to

raise investment funds through sale of securities.
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40. Zambia made a currency change-over in early 1993 with a start-

off circulation of ZK500 and ZK150 notes along side the old notes,

with the anticipation that larger denominations of ZK1000 and

ZK5000 will follow. The higher rate of inflation and the

instability of the exchange rates are factors blamed for the large

amounts of money in circulation in early 1993, estimated at ZK20.2

billion. The exchange rate had dropped to ZK470=l$ in some foreign

exchange (Forex) bureaux, while the inflation rate was estimated at

an annualized rate of 218 per cent. Sierra Leone was to have

introduced new bank notes in 1993 to replace old worn-out notes,

especially those of small denominations of Lei,2 and 5. The

Government was also contemplating the injection of new money into

the banking system according to the level of increases in overall

economic activity.

41. The Central Bank of Uganda had sought wide-ranging powers to

enable it maintain adequate external reserves and to ensure the

stability of the Ugandan shilling. The Bank wants to participate in

the formulation of monetary policy in order to establish structures

conducive to a stable and sustainable rate of economic growth.

These approaches are part of a bill introduced in the Ugandan

Parliament in 1993 to reform the financial sector. Local investors

applying to set up financial institutions will be required to have

a minimum paid-up capital of UShSOO million while foreign investors

are to put up $1 million for the same ventures.
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III. TRENDS IN MAIN ECONOMIC SECTORS

(a) Food and agriculture

42. Agriculture remains the main source of value added in the

African LDCs. In 1992, the growth rate of agricultural value added

stood at 3.0 per cent, compared to 2.6 per cent in 1991. In 1992,

the low levels of food availability in a number of African LDCs was

further exacerbated by war, refugee movements and the underlying

economic and environmental fragility of the affected countries.

Aggregate cereal output in 1992 was 31.1 million tons compared to

32.4 million tons in 1991. The volume of cereal imports rose from

5.75 million tons in 1991/92 to 7.91 million tons in 1992/93.

Output of roots and tubers, which traditionally provide a

substantial share of the food supply in most of the African LDCs,

stood at about 49 million tons in both 1991 and 1992.

43. In Ethiopia, total production of staple food is estimated at

7.69 million tons for 1992/93, which is 8 per cent higher than by

1991/1992. The total emergency food aid distribution requirement

for 1993 is forecast at 590,000 tons to meet the needs of some 4.4

million affected by both natural and manmade problems throughout

the country. Crop prospects in Ethiopia for 1993/94 are being

threatened by locust invasion and erratic rains in some of the main

growing areas in the country. A record 4.5 million tons sorghum

crop was recorded in the Sudan in 1992/93. Despite this bumper
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harvest, some 2.8 million displaced and drought-affected persons

require 324,000 tons of food assistance in 1993. Food aid

carryover stocks and the Government donation of 158,000 tons of

sorghum will cover the entire requirements in cereals leaving a net

food aid requirement for 1993 of 60,000 tons of non-cereal food

imports.

Table III. 1

Production of main crop in African LDCs, 1990-1992

(in '000 metric tons)

Cereals

Sorghum

Maize

Roots and tubers

Total pulses

1990

27.9

5.6

10.7

50.0

3.4

1991

32.4

8.4

10.5

49.5

3.5

1992

31.1

8.1

8.5

48.8

3.3

Source: FAO, 1992, Agricultural Production Computer Printouts; Dec. 1992, Statistics

Division, FAO, Rome.

Table III.2

Average Percentage Change in Production in African LDCs

1990-1993

Total

Cereals

Sorghum

Maize

Roots and tubers

Total pulses

1990/91

20.7

57.4

-2.0

-1.0

3.1

1991/92

-7.8

-3.3

-18.6

-1.5

-4.9

1992/93

6.5

27.0

-10.3

-1.3

-0.9

Source: As Table 1.
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Table 111.3

Actual and estimated import requires)ants of

Developing Africa

Share of U>Cs in

total dev. Africa
(%)

1991/1992

Actual Imports

Total

5,758.6

19,584.4

29.4

of wblch

food aid

3,O43.4

5,487.1

55.5

cereals for 1991/92 and 1992/93

1992/1993

Total
import

requiraient

Total

imports

requirement

7,913.0

25,105.0

31.5

Import Position

Commercial

purchases

1,267.7

11,025.0

11.5

Food aid

allocated

committed

or

shipped

4,118.2

6255.O

65.8

Total

commercial

and aid

5,385.9

17,280.9

31.2

cae: PAO, Food crops and Shortages, Ho. 4, April 1993.

* These countries include Benin, Botswana, Burkina Faso, Burundi, Cape Verde, Central African

Republic, Chad, Comoros, Djibouti, Eq. Guinea, Ethiopia, Gambia, Guinea, Guinea Bissau,

Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritania, Mozambique, Niger, Rwanda Sao

Tome and Principe, Sierra Leone, Somalia, Sudan, Tanzania, Togo, Uganda, Zaire, Zambia.

44. For the Southern African sub-region, estimates as of June

1993 point to an aggregate harvest of cereals of 20 million tons

in 1993, as compared to only 9 million tons in the drought year

of 1992. In Zambia, severe drought at the beginning of 1992

reduced the output of coarse grains by more than half, but

production is reported to have recovered markedly in 1993.

However, harvest of coarse grains in several countries in the

sub-region remained below normal due to unsatisfactory weather,

notably in Botswana.

45. in Lesotho, the prospects for any rebound in agricultural

performance in 1993 have been shattered by the persistent dry

conditions, with poor and irregular rainfall earlier in the year,

leading to crop wilt and loss in some areas. The good rainfalls

in late 1993 will improve water supply for a good crop season
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despite less than optimal availability of seeds. A recent report

from the Food Management Unit of the Ministry of agriculture,

indicates the worst cereal crop harvest in 10 years, an expected

decline in output of 10 per cent over the already poor outturn

of 1991/92.

46. According to the World Food Programme (WFP), thousands of

people are still suffering from the effects of the 1992 drought

in Lesotho. WFP is providing 4130 tons of emergency food to

150,000 people. According to an assessment made by the Lesotho

Early Warning System Unit in June 1993, nearly 150,000 people

will reguire continuous assistance after September 1993. The 1993

harvest is estimated at 88,800 tons of maize, leaving the country

with a national cereal deficit of 25,600 tons for the 1993

marketing year.

47. In contrast, a record harvest is anticipated in Guinea and

above average crops have been harvested in Benin and Togo.

According to a FAO/CILSS crop assessment mission, the total

cereal output in the nine CILSS countries in 1992 was estimated

at 9.1 million tons, 5 per cent less than the production of 1991.

Following bad weather, cereal output was below average in

Mauritania and Cape Verde. In Uganda, the recently harvested

secondary season cereal, pulse and tuber crops were above average

easing the food supply situation in the deficit areas of the

south.
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48. In all of the African LDC's, the production of industrial

crops declined in 1992 compared to 1991. Tobacco and cocoa

production made some modest gains, increasing by 5.1 and 5.7 per

cent, respectively. Despite the devastating drought that

affected the production of other agricultural products, Uganda's

tobacco farmers produced a bumper crop of 7285 tons in 1992, 70

per cent more than in 1991. Attractive producer prices and on-

time provision of inputs were critical factors in the production

programme.

49. Eight African coffee producers were expected to announce

plans to withhold exports in order to force coffee prices

upwards. The new plan intended to operate from October 1993,

would take 20 per cent of production off the market when prices

fall below 75 US cents per pound. International Coffee prices

were down to US cents 49.21 per pound in December 1992 compared

to US cents 67.78 per pound during the same period in 1991. The

World Bank Commodity Forecasts projected a modest recovery in the

average International Coffee Organization (ICO) composite

indicator price to 68.8 cents/lb in 1993.

50. For the third year in succession, coffee production declined

in Ethiopia, dropping to 240,000 tons in 1992 compared to 250,000

tons in 1991. There is now evidence of a sharp drop in the volume

of coffee being exported. International Coffee Organization

(ICO) figures for 1990/91 (October-September) put Ethiopia's

exports at just 850,000 bags (of 60 kg), a third less than in the

previous year and well below the 1.5 million bags widely
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estimated for 1991/92.

Graph... : Monthly coffee and cocoa prices, 1989-1992

51. In Zaire, coffee production is estimated at 98,400 tons in

1991/92 compared to 100,800 tons in 1990/91. Coffee exports

declined by 19.1 per cent from 1.78 million bags (60 kg) in

1989/90 to 1.44 million bags in 1991/92. In Uganda, receipts

from coffee, the country's leading foreign exchange earner, have

plummeted, and production is falling. Coffee exports earned

US$264 million in 1988, US$140 million in 1989/90, US$110 million

in 1990/91 and $101 million in 1991/92. Recently, the Government

launched a four-year US$17.6 million coffee tree planting

campaign to save its crumbling coffee industry.

52. Seed cotton production in Sudan rose slightly from 273,000

in 1991 to 275,000 tons in 1992. Projected output for 1992/93

is 44 per cent below that of 1986/87, a decline attributable to

the Government's policy of switching cotton growing areas to the

production of cereals. However, area under cotton production

rose by 6 per cent to 188,000 hectares, including nearly 400,000

hectares of rain grown cotton. The average yield rose by 50 kgs

to 502 kilograms per hectare. Exports in 1991/92 were about the

same level as in 1990/1991, at more than 100,000 tons. For Chad,

the Liverpool based Weekly Cotton Outlook has lowered its

estimates of the country's cotton lint production to 67,500 tons

in 1991/92 and 50,000 tons in 1992/93. Cotton exports which

stood at US$90 million in 1992 are forecast to decline to US$70

million in 1993.
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Graph ...: Monthly cotton prices, 1989-1992

53. Mali is now the largest cotton producing country in

Francophone Africa, overtaking Cote d'lvoire, with output

increasing from 288,800 tons in 1991 to 299,000 tons in 1992.

Cotton production in Tanzania nearly doubled to 81,000 tons in

1991/92. Prices paid to growers were increased from Tsh 41 per

kg in 1990/91 to Tsh 70 in 1991/92, reversing the downward trend

in real prices which prevailed during much of the 1980s. Area

under cotton production rose by 41 per cent because of the

increase in producer prices. IFAD is contributing to a loan

package worth $18 million (including $16 million of IFAD's), for

the enhancement of small holder productivity in Tanzania. The

project will benefit 32,650 families in four disadvantaged

regions of the country. Health and nutrition programmes will help

to reduce the high infant mortality rate, particularly in the

southern highlands.

54. In many African LDCs, governments have allocated

considerable resources to drought relief and rehabilitation. In

Malawi, the Ministry of Agriculture has launched a Drought

Recovery Plan. The Plan will concentrate on providing seeds and

other inputs to cover the 0.4 ha required for subsistence

production by each of the 1.6 million severely affected

households. Malawi was to launch in 1992, a MK300 million agro-

based irrigation project aimed at transforming the Drought-prone

lower Shire Valley in the Southern Region of the country. The

scheme, known as the Shire Valley irrigation Project (SVIP), is
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to alleviate the impact of persistent droughts in the valley

which have devastated crops, ruined herds and caused great

hardship to the human population. The project will cover 8,000

hectares , and it is expected to bring immediate benefit to

300,000 people in the area.

55. In 1992, the Government of Zambia initiated a Programme to

Prevent Malnutrition (PPM) in the worst drought affected areas

of Southern, Western, Eastern and Central provinces where an

estimated 1.7 million people experienced almost 100 per cent crop

failure. In addition, the Government disbursed ZK 10 billion to

the three main lending institutions, Lima Bank, Zambia

Cooperative Federation and CUSA, to ensure that they can continue

to lend to small farmers.

56. In order to prevent food aid from becoming

institutionalized, the government of Mauritania is launching,

with the assistance of World Food Programme (WFP), an operation

which will provide food and tools to groups that undertake

collective works projects. In Burkina Faso, a project in the

amount of US$7.5 million has been launched for the prevention of

seasonal hunger and malnutrition. The programme is part of a

long-term plan aimed at improving household food security and

achieving better nutrition for children below the age of three.

In Djibouti, the national programme of action (NPA) emphasizes

the need to make consumption patterns conform more closely to

local resources, by encouraging the consumption of local products

and, food such as fish, for which the country is well endowed.
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57. Liberalization has remained an important focus of the LDCs'

agricultural policy in 1992-1993. In Mozambique, for example,

agricultural parastatals are being privatized. In September 1992

the privatization of the forestry enterprise, the Vegetable

Marketing Company and the Cashewnut Production Company was

announced. The sale of almost 30 major state agricultural firms

was to have been completed by September 1993. The liberalization

of the cotton sector in Mali has continued with the Compagnie

Malienne de Developpement des Textiles (CMDT) establishing

processing facilities to increase its ginning capacity. The cost

of the programme will be covered by a Frl2 million loan from the

European Investment Bank (EIB) and a Fr 8 million grant from the

Caisse Francaise de Developpement.

58. Zambia had plans to eliminate subsidies completely in 1992

and, to liberalize the pricing of maize and mealie-meal. The

coupon system facilitating the purchase of maize meal at reduced

prices has already been abolished. This measure was intended to

encourage private competition in which consumers can seek out the

cheapest sources of maize, and to encourage the rationalization

of marketing operations in order to minimize costs. Most controls

and subsidies affecting maize marketing in the country have been

removed. Under Ethiopia's Economic Reform program, a substantial

liberalization of agricultural marketing is being introduced. In

Lesotho, plans are underway to privatize the main grain marketing

agency and the food marketing parastatal. Malawi has closed

down a number of buying points, allowing private traders to sell

directly to processors.
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59. Sudan's current reform programme is aimed at ending all

marketing subsidies and privatize or reform the agricultural

parastatals. In Tanzania, most social functions, formerly carried

out by the National Mi11ing Corporation, have been either

abolished or transferred to the Ministry of Agriculture. In

Uganda, private grain traders have increasingly been allowed to

operate alongside the Produce Marketing Boards.

(b) Manufacturing industry

63. As the 1990s progress, the structural transformation of the

industrial sector in African LDCs has not yet taken off.

However, with the addition of new countries to the group,

particularly countries such as Zaire which has an important

mineral sector and a significant mineral processing industry, the

share of manufacturing in GDP is higher, but this is a purely

statistical phenomenon with no economic significance.

64. Comparative indicators show that the share of manufacturing

in the GDP of the group has stagnated at 10 per cent, which

represents about 17.6 per cent of the total manufacturing value-

added (MVA) of developing Africa. The performance of the sector

measured by the growth rate of MVA, shows some improvement, as

its steep decline of 6 per cent in 1991, moderated to 1.7 per

cent in 1992. A partial explanation for this positive change is

the trend in Zambia's manufacturing industry, which alone

accounts for 11 per cent of the MVA of the 32 African LDCs. After

a drop in MVA of 10.7 per cent in 1991, Zambia's manufacturing
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sector recorded a lower fall in MVA in 1992 of 4 per cent due to

the industrial sector adjustment and rehabilitation efforts.

Table lit.4

Indicators of manufacturing sector performance

of African LDCs in relation to other African economic
groupings, 199O-1993

<199O prices)

African economic

groupings

H

h H

oil exporting countries

Hon-oil-exporting, non-LDCs

countries

Sahel countries
f —

African LDCs

Developing Africa

Share of

manufacturing in GDP

in GDP (%GDP)

199O

1O,2

15,6

10,4

10,7

11,4

1991

1O,O

15,2

1O,3

1O,O

11,1

1992

1O,1

15,4

1O,2

9,8

11,2

1993

1O,1

15,4

1O,3

9,8

11,2

Hanufacturing

value-added growth rate
(%, 199O prices)

199O

O,2

3,7

4,2

1,3

1,5

1991

-O,3

-1,O

O,4

-6,O

-O,8

1992

3,7

-O,8

5,8

-1,7

1,9

1993

3,3

3,3

4

3,2

3,6

Source: ECA (print-out of June, 30, 1993)

65. Individual country indicators show wide disparities in the

share of manufacturing in GDP. As shown in table III.5 10

countries in 1991 and 9 in 1992 had a share of manufacturing in

GDP of over 10 per cent but among this group only 3 countries in

1991 and 4 in 1992 recorded a share of over 15 per cent. In

Guinea, the second largest producer of bauxite in Africa, the

contribution of the manufacturing sector is under 5 per cent of

GDP, while in Zambia, which has relatively diversified

manufacturing base, the share of the sector is about 20 per cent

of GDP.
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Table III.5

Comparative indicators of manufacturing sector performance of

African LDCs, 1990-1993

(1990 prices)

MVA (% of GDP)

Less than 5 %

Between 5 and 10 %

Between 10 and 15 % (a)

Greater than 15 % (b)

1990

10

11

7

4

1991

11

11

7

3

1992

10

13

5

4

Source: ECA

(a) Burkina Faso (14.4 per cent), Central African Republic

(10.6), Chad (15.0 per cent), Lesotho (14.0 per cent), Madagascar

(10.6 per cent), Malawi (10.8 per cent) and Zaire (12.0 per cent)

in 1991; Burkina Faso (13.6 per cent), Central African Republic

(10.5 per cent), Lesotho (14.4 per cent), Malawi (10.8 per cent)

and Zaire (10.1 per cent) in 1992.

(b) Mozambique (17.4 per cent), Rwanda (15.6 per cent) et la

Zambia (19.7 per cent) in 1991; Chad (16.0 per cent), Mozambique

(17.4 per cent), Rwanda (15.6 per cent) and Zambia (19.8 per

cent).

66. Zaire and Zambia command a significant share of the MVA of

the group at African LDCs, at an average of 26.2 per cent in the

1991-1992 period. In Zaire, MVA declined by 20 per cent in the

same period. This is due to the political crisis in the country.

Production facilities have been damaged in widespread riots and

looting, while investment has collapsed and shortages of foreign

exchange have prevented the import of key inputs. In Zambia, the

industrial sector reforms introduced as part of the country's

recovery programme, including the new investment code promulgated

in 1991, has not yet halted the decline of the manufacturing,

though MVA in real terms the fall moderated in 1992 to 4 per cent

after 10.7 per cent in 1991.
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67. The major constraining factors on industrial growth in

African LDCs are the import-dependent nature of the sector, and

the sensitivity of agriculture, the main source of raw material

for agro-based industries, to weather conditions. In 1991-1992,

foreign exchange shortages on account of low export earnings and

inadequate inflows of ODF have limited the capacity of African

LDCs to import raw materials and other essential inputs for the

manufacturing sector. Lower agricultural output due to drought

has affected the supply of raw materials, especially for food

processing enterprises which account for 60 to 70 per cent of

manufacturing output.

68. In Botswana, one of the countries affected by drought,

nearly 4000 workers of 64 companies, mainly in the textiles,

manufacturing and construction sectors, were laid off at the end

of 1992. The redundancies were attributed to the effect of

drought on economic activity. Also, civil wars and other

political conflicts in such LDCs as Liberia, Somalia, Sudan, and

Rwanda have to a large extent paralysed industrial production.

African LDCs industrial growth is also limited by the narrow

domestic markets, while liberalization measures have encouraged

the dumping of cheap imports in competition with domestic

industries.

69. In 1991-1992, several LDCs in Africa undertook to reform

their industrial sector in order to create an investment

environment favorable to private entrepreneurs and foreign

investors. Of particular significance is the establishment of
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export processing zones (EPZ). The LDCs are the worst hit by the

low level of foreign direct investment inflows into Africa. This

is mainly on account of the fragility of these economies,

aggravated by political instabi1ity and a high level of

indebtedness, which result in poor investment returns, making

them unattractive for foreign private investors.

70. Fiscal incentives are being offered as part of the

industrial restructuring process. In its 1992/93 budget, the

government of Tanzania abolished customs duty and sales tax on

industrial inputs as well as excise duties on locally produced

goods, such as sugar, textiles, cement, etc. The corporate tax

rate for local firms was reduced to 35 per cent instead of 45 per

cent and, for foreign firms, from 50 to 40 per cent. Similarly,

Malawi, has introduced a 12 per cent export allowance for non-

traditional exports and abolished excise duties on local raw-

materials in order to enhance the domestic "sourcing" of inputs.

In the 1992/93 budget, the government reduced corporate tax to

35 per cent from 40 per cent and, gave manufacturing enterprises

a rebate on expenses incurred in the 18 months following the

start-up of operations.

71. The privatization of public enterprises has become an

important strategy of the LDCs governments not only to address

fiscal imbalances caused by subsidies to los making parastatals,

but also to encourage increased private sector participation in

their economies. In the context of Tanzania's New Investment

Policy, the government plans to liquidate or sell inefficient
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public enterprises and to retrench 80,000 employees in the next

three years. The country's businessmen are short of capital and

foreign investors are said to be reluctant to invest in loss-

making parastatals because they anticipate huge investment costs

for their rehabilitation. In general, state-owned-enterprises

are costing the government some $2 million in subsidies every

month, with many of the enterprises operating below 40 per cent

of capacity, mainly because of poor management. The Tanzanian

Sisal Authority, one of 400 public and semi-public parastatals,

is expected to be under a newly established management company

which will offer 51 per cent of it shares to the workers of the

Company and, retain the remaining 49 per cent as government

eguity.

72. The government of Madagascar has raised about MGD14,000

million from the privatization of 77 firms, 61 other firms being

slated for privatization. In 1993, Burkina Faso is to launch a

private sector assistance project supported by a $7 million

credit from the World Bank/IDA. The project will focus on the

capacity-building of government institutions that provide

services to the private sector and of financial intermediaries.7

73. In 1992, Uganda's Public Enterprise Divestiture and

Restructuring Board earmarked over 100 enterprises for

privatization, including the Uganda Post and Telecommunications

Corporations (PTC), the Uganda Railways Corporation (URC), the

National Insurance Corporation and the Uganda Development Bank.

7 Africa Economic Digest, 5 April 1993.
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The government's handling of the privatization exercise has come

under severe criticisms from local businessmen who claim that the

assets of certain public enterprises are undervalued, and that

they are being turned over to foreign private investors for a

pittance.

74. All LDCs depend heavily on oil imports, a large part of the

energy consumed in industrial enterprises. To alleviate this

constraint, the Tanzania Electricity Corporation (TANESCO), the

Uganda Electricity Board (UEB), and Zambia's ZESCO are concluding

various agreements for the supply of electricity from Uganda and

Zambia to the rural sector of Tanzania. This is vital for the

development of small scale, medium-size and micro-enterprises

which is part of Tanzania's integrated rural development

programme. The government has received $200 million in credit

from the World Bank to build a 180-megawatt hydropower station

at Kihansi in Iringa District.8

Op.cit
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(c) Mining

75. The vast mining potential of African LDCs remains

unexploited due to insufficient of investment funds,

technological inadequacies and the production of skilled

manpower. Table III.8 shows trends and value-added in major

mineral-producing African LDCs. The mining sector contributed

around 6.1 per cent of GDP (1990 prices) and almost 40 per cent

of the total export earnings of African LDCs during the 1991-

1992 period. Real value added by the mining sector declined by

2.6 per cent in 1991 and, by 8.6 per cent, in 1992.

76. The main mineral products are: bauxite, cobalt, copper,

diamonds, manganese, iron ore, gold, phosphates and uranium. The

mineral resources endowment of the LDCs is unevenly distributed.

Nine countries alone contribute 94 per cent of the value added

by the mining sector, while the seven major mineral producers,

account for 89 per cent of the total mining production of the

group. The major LDCs mineral-exporters are: Botswana

(diamonds), Central African Republic (diamonds), Guinea

(bauxite), Mauritania (iron ore), Niger (uranium). Sierra Leone

(diamonds, bauxite and rutile), Zaire (cobalt, copper and

diamonds) and Zambia (copper).

77. The main factors accounting for the slump in mineral

production are: the ageing of equipment, lack of foreign exchange

to import replacement parts and other essential inputs, in

particular, energy, as well as the unavailability of funds for
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general rehabilitation of the mines. The political instability

in Zaire has affected the operations at Gecamines, the most

important mining company which earns about 45 per cent of the

country export earnings. Overall output in the mining sector has

dropped by 15.7 per cent, with copper and diamond production

declining by 30.6 and 29.3 per cent, respectively.

78. Zambia's ZCCM is faced with enormous financial difficulties

which have delayed the rehabilitation of the copper mines. ZCCM

is still among the world's largest copper companies, accounting

for some 93 per cent of Zambia's total export earnings in 1991

and 10 per cent of GDP in 1990. The company is one of the main

employers in the public sector, with a pay-roll of 53,000

employees. In 1991-1993, ZCCM had trouble to pay for a

substantial export levey designed to ensure that the mines

contribute to government revenues.

79. Depressed world demand and unfavorable prices for some

important minerals of African LDC have prevented new investments

in the mining sector. Diamond production in Botswana stood at an

average of 16 million carats in 19991-1992. Given the

fluctuations of the diamond market and their damaging effects,

the Government of Botswana is diversifying the economy away from

excessive dependence on the diamond industry.
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80. In Niger, uranium production has been curtailed drastically.

With world prices for uranium continuing to slide, the Nigerian

government announced a 12 per cent drop in the 1993 export price

in July 1993. The price had held up at CFAF17,500/Kg in 1992, but

is down to CFAF15,450/Kg in 1993. Due to these price trends,

there is growing uncertainty about the preferential purchases of

Niger's uranium by the French Government, which are done at a

price of CFAF 22,000 per kilo, higher than the export market

price. This arrangement had permitted a modest recovery in

uranium production in 1991, increasing by 4.6 per cent.

81. Bauxite and rutile production activities in Sierra Leone

have not been disrupted by rebel incursions as diamond mining has

been: is at a virtual standstill as the diamond mines area is

being fought over by rebel and Government forces. Diamond

production is estimated to have declined by 13 per cent in 1991

and by 25 per cent in 1992. The Government is contemplating to

liquidate the National Diamond Mining Corporation (NDMC), on

account of the Company's failure to honor surrender obligations.

82. Since the 1980's, the Sierra Leone diamond industry has been

affected by various crises because of problems such as the lack

of investment to re-habilitate the ailing NDMC, illegal mining

and rampant smuggling. The World Bank estimates that, if properly

managed. Sierra Leone could earn up to $300 million from its

diamond industry alone, but presently the country takes in less

than 5 per cent of estimated annual receipts. The rehabilitation

of the diamond industry needs heavy financial outlays estimated

at about $300 million for capital equipment, infrastructure,
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expertise and spare parts. The government has mounted an

intensive campaign to attract foreign private investors in the

rehabilitation and management of the diamond mining sector.9

B3. In Togo, the Office Togolais des Phosphates (OTP) has

announced that phosphate production fell in 1992 to about 2.1

million tons, compared to 3.1 million tons in 1991. Although the

government ascribes the fall in production to the general strike

that occurred in the country, there are sign of lower demand for

Togo's phosphates from traditional purchasers. The FRIGUIA

alumina company in Guinea is in the process of implementing a

four-year investment programme, with financial support from the

Caisse Francaise de Developpement (CFD) , the European Development

Fund (EDF) and the European Investment Bank (EIB). The objectives

are to upgrade old infrastructures and improve the general safety

of operations. There has been an increase in output capacity from

75,000 tons a year to 700,000 tons a year and a reduction in

production cost of alumina by $15 a ton.

Africa Review of Business and Technology, October, 1993
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Table III.S

production and value-added In major mineral-producing African
LDCS

(1987-1992)

Country and mineral resources

1. Botswana

Value-added (as % of GDP)
Diaaonds (Millions of carats)

49. S

13.2

44.4

15.2

45.9

15.3

42.1

17.4

41.2

16.5

36. S

16.0

2. Guinea

Value-added (as % of GDP)
Bauxite (millions of tons)

21.0

16.3

13-9

16.8

18.7

17. S

17.9

17.5

17.4

17.O

17.2

17.0

3. Mauritania

value-added (as % of GDP)
Iron ore (thousands of tons)

1O.8

9OO1

1O.7

1OOO4

13.1

11138

12.5

11355

12.6

1O469

11.3

95OO

4. Niger

Value-added (as % of GDP)

Uranium (tons)

5.6

297O

5.O

3O37

4.9

2957

4.8

283O

4.8

296O

5.3

2900

5. Central African Republic

Value-added (as % of GDP)
Diamonds (thousands of carats)

3.2

412

3.O

359

3.3

4 48

3.5

415

3.4

386

3.5

43O

Sierra Leone

Value-added (as % of GDP)

DiBBonds (thousands of carats)

8.O

314

7.8

28

8.3

132

9.2

46

a.5

4O

9.7

30

7. Togo

Value-added (as % of GDP)
Phosphates (thousands of tons)

8.2

261O

9.9

334O

9.1

336O

6.9

23OO

8.3

25OO

6.6

21OO

8. Zaire
Value-added (as % of GDP)

Cobalt (thousands of tons)

Copper (thousands of tons)

Diamonds (millions of carats)

7.6

12.O

5OO.O

2O.1

7.1

1O.O
465.1

18.1

6.9

9.3

44O.6

17.6

6.O

1O.O

355.5

19.4

5.O

8.8

291.5

18.3

4.2

7.1

171.4

9.7

Zambia

Value-added (as % of GDP)
CoDner flOOO of tons)

14.2

473

13.6

416

13.6

448

13.9

426

14.3

398

14.7

41O

Sources: ECA estimates based on data ad information frow the EIU's, World Outlook, 1993 and ECA
1 estimates (E)
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IV. ASSESSMENT OF THE SOCIAL CONDITIONS

84. Unemployment and mass poverty still remain the most serious

social problems facing African Least Developed Countries.

According to the World Bank, the proportion of the population

living below the poverty line in sub-Saharan Africa was 47.6 per

cent in 1985, 47.8 per cent in 1990 and is expected to reach 49.7

per cent by the year 2000. It is therefore not surprising

that10, 20 African LDCs were among the 23 countries with the

lowest Human Development Index (HDI), Afghanistan, Bhutan and

Nepal being the other ones. In a measurement of HDI for 173

countries, the only African LDC to rank high is Botswana at 104,

while Guinea was at the bottom with 173.X1

85. Poverty alleviation may be hampered by the rapid rate of

population growth in African LDCs which now exceeds three per

cent per annum. The Third African Population Conference (APC-

3)12 reviewed the efforts made by African countries in

implementing the Kilimanjaro Programme of Action (KPA)". The

most important programme areas are: population, socio-economic

growth and sustainable development; fertility and family

planning; mortality, morbidity and AIDS; urbanization, migration

10 UNDP, Human Development Report, 1993
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and physical planning; refugees and displaced persons; women in

development; children; youth; data collection, analysis,

information dissemination, training and research; information,

education and communication; private and non-governmental

organizations. The thrust of the recommendations was that

population policy should be implemented in a peaceful and stable

political, social and economic environment. It calls on African

Governments to integrate population policies and programmes in

their development strategies and to strengthen the social

sectors.

86. International support include a rapid expansion of World

Bank lending for population programmes in Africa14. In

Mauritania, for example, a $15.7 million IDA credit, approved in

fiscal 1992, is facilitating the integration of family planning

into the standard package of services offered in public health

facilities. The objective of the project is to ensure that

family-planning services reach all the health centres in the

country, with a major positive effect on the welfare of mothers

and children.

87. Apart from the alleged effect of rapid population growth,

unemployment is being compounded by slow economic recovery,

retrenchment, early retirement of public servants and other

redundancies. In addition to the existing unemployed labour, the

International Labour Office (ILO) has estimated that about 5.8

million persons enter the African labour force every year. This

The World Bank, Annual Report. 1992.
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is occurring at a time when there is a considerable deceleration

of modern sector wage employment- In the Central African

Republic, for example, wage employment is reported to have fallen

in absolute terms by 33.6 per cent between 1980 and 1986. With

falls in the Gambia by 27.5 per cent (1979-86); in Niger by 13.4

per cent (1980-85); in Zaire by 8.5 per cent (1980-84) and in

Zambia by 5.4 per cent between 1980 and 1988. And without a well

articulated policy effort to address the employment problem, the

situation is becoming even more challenging.

88. As part of the IMF/World Bank stabilization and structural

adjustment programme, public sector retrenchment programmes are

being set into motion in many countries. The rising share of the

Government wage bill in national budgets, overmanning and

underemployment of public sector employees, are among the chief

reasons adduced for the rapid retrenchment programmes. In

Ethiopia, besides the retrenchment of some 80,000 workers, about

326,338 ex-soldiers have been demobilized. In Uganda, also

30,000 public employees have been retrenched and the

demobilization of 50,000 soldiers has begun. The number of

persons that have to find alternative employment may be as high

as 50 per cent of the total public sector employees. In

Tanzania, over and above the retrenchment of 50,000 civil

servants, there are also a considerable number of parastatal

employees and security personnel that have to be laid off15.

15 Africa Employment Report 1992, ILO/JASPA, Addis Ababa
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89. In 1993, the retrenchment of 3,000 civil servants will cost

the Government of Zambia about ZK16 bi11ion in personal

retirement packages. By the end-of August 1992, at least 12,000

casual daily employees had been retrenched from the government,

costing ZK3 billion in redundancy payments. About 7,000

classified daily employees are also to be pared from the

government payroll in 1993, followed by another 3,000 in 1994.

Table IV.1

Scale of Public Sector Retrenchments in Selected African LDCS

1980 & 1990s

African IDCs

Togo

Guinea

Gambia

Uganda

Tanzania

Ethiopia

Ghana

Cote d'lvoire

Cameroon

Kenya

Nigeria

Zimbabwe

Numbers

Retrenched

5,000

40,000

n.a

80,000

80,000

80,000

49,873

15,000

47,639

149,000

156,550

123,000

% of Total

Public

Sector

10

20

17

26

30

14.8

15

15

20

30

20

25

Period

83-85

86-91

85-86

91-94

92/93-94/95

92-95

87-91

83-90

85/86-91/92

92-97

84-88

90/91-94/95

Source: African Employment Report. 1992, ILO, JASPA.

90. The situation of health infrastructure and services in many

African LDCs gives serious cause for concern. In many countries,

facilities are run-down, staff are generally disillusioned,
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medicines are limited in quantity and variety.16 Relatively

little use is made of national medical experts, and over 80 per

cent of registered doctors are in the major cities serving a mere

20-30 per cent of the total population. In Mali in 1990, for

example, donors employed some 80 foreign doctors and medical

personnel, even though 100 qualified Malian doctors were

unemployed. In a number of African LDCs, as much as 30-40 per

cent of the public expenditure goes to one or a few teaching

hospitals which cater to an insignificant percentage of the total

population.

91. The IDA is to provide a credit of $9 million to Guinea-

Bissau's social sector project. The project is to support the

Government's development plans to (a)improve the delivery and

quality of health care services for a larger share of the

population, particularly vulnerable groups at the periphery; (b)

strengthen the human resources base of the health sector; (c)

strengthen and develop the institutional capacities; (d) improve

the dissemination, content and coordination of health information

and education available to the general population.

92. The six major killer-diseases of children, namely

diphtheria, whooping cough, tetanus, polio, tuberculosis and

measles are rampant in the African LDCs. According to WHO and

UNICEF, the goal of immunizing 80 per cent of the World's

Children has been achieved, and over 400,000 cases of polio are

16 UNECA Report on the African Social Situation in 1993, 19-

22 April 1993, E/ECA/CM.19/CRP.1.
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now being prevented each year. But, in African LDCs, the

ineffectiveness of these programmes is glaring. Overall, the

immunization level fell by approximately 10 per cent in 1991,

with coverage falling below 50 per cent for polio, measles and

DPT in the Central African Republic, Ethiopia, Mozambique and

Sierra Leone. However, in countries with good health systems such

as Botswana, Burundi, Cape Verde and the Gambia, immunization

coverage has reached a high level and dramatic declines in the

incidences of the related diseases are being recorded17.

93. HIV/AID is now endemic across the region. Latest estimates

by the World Health Organization (WHO), show that an estimated

14 million people have been infected by HIV worldwide, of which

8 million are said to be in Sub-Saharan Africa. Reliable national

statistics on the disease in the LDCs are rare, but the

government of Malawi reported recently that the country is facing

an HIV-AIDS epidemic of substantial magnitude. The government

estimates that about 600,000 Malawian adults are infected by the

HIV virus, and is making an appeal to the international community

for assistance to fight against the disease18.

94. In Ethiopia, where the epidemic is reported to be on the

rise, research findings at the Addis Ababa University (AAU), on

the basis of the use of the drug AZT, has established that HIV

virus strains in the country, both in the test tube and in

humans, are as sensitive to anti-viral drugs as HIV virus

17 UNICEF, The State of the World's Children, 1993.

18 Africa Economic Digest, 26 July 1993.
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elsewhere in the world. The clinical findings, which have been

supported by eminent medical researchers at the Department of

Microbiology and Parasitology in the Faculty of Medicine of AAU,

indicate that HIV infections in Ethiopia are amenable to

treatment even at low doses using existing viral drugs. The HIV

virus research was funded by the Swedish Agency for Research

Cooperation with Developing countries (SAREC), as part of the

bio-medical research training programme of AAU. The international

community should demonstrate tangible support to such research

programmes of AAU and other institutions in the African LDCs and

thus help to fight against this devastating disease in these

countries19.

95. As regards education, there has been a strong growth in

enrollments at every level of the educational ladder. Despite

these impressive gains, however, the development of education in

African LDCs is now seriously threatened by considerable cut

backs in public spending. In most of the African LDCs, public

spending on education remains at just below 5 per cent of GDP.

This low level of spending is the cause of insufficient supplies

of textbooks and other educational materials, salary backlogs,

over crowded classrooms and lack of maintenance of school

buildings. The percentage of 'untrained' primary school teachers,

particularly in rural areas, is very high. In Burkina Faso,

Chad, Mali, Mauritania and Niger, there is an inadequate basic

education infrastructure; low enrolment rates for both genders.

19 The Monitor, October 30-31, 1993, Vol.1. No.13. Addis

Ababa, Ethiopia.
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high drop-out rates, especially for girls, few and poorly trained

teachers and a weak management, administrative and supervisory

systems. This has not been untypical of other LDCs such as

Malawi, Botswana, Lesotho and Sierra Leone.

96. The crisis in education is forcing African LDCs governments

to shift the emphasis of educational investment from mere access

to the quality of education delivered in the context of current

demographic and fiscal realities. Adjustments are being made

through effective cost management, by, for instance, requiring

students to pay some of the costs, especially at the tertiary

level, and by encouraging an increased role for nongovernmental

educational suppliers and private educational institutions.

97. The Joint UNICEF/OAU International Conference on Assistance

to African Children, at which African LDCs participated, has

recommended that an effective strategy for improving the quality

of basic education would require a broadly based coalition that

includes governments, the private sector, NGOs, local communities

and donors20. The Conference on Assistance to African Children,

estimated that total financial resources of around US$12.7

billion will be needed each year during the 1990s, in addition

to current spending, if the goals for children in Africa are to

be achieved. About two-thirds of this amount of US$8.8 billion

is required for major sectoral programmes in the areas of health,

education, nutrition, and water supply and sanitation. Almost

20 OAU and UNICEF, "Africa's Children. Africa's Famine".

The International Conference on African Children, Dakar, Senegal,

25-27 Nov. 1992.
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US$4 billion more is needed per year for programmes to improve

the situation of the poorest households, especially in countries

recovering from war, drought or other diseases. 21

Op. Cit,
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V. EXTERNAL RESOURCE FLOWS AND DEBT22

98. During the past three years, external resource flows to

African LDC's have been substantially under what would have been

required for the successful implementation of the Paris

Declaration and Programme of Action. Remittance flows , which

are a substantial component of resource transfers for some LDCs

with high migrant labour, have been eroded. External financial

support has been inadequate, while there are limited

opportunities for domestic resources mobilization. These factors

have played a key role in the slow pace of implementation of the

Programme of Action in the African region.

99. The major development partners of the African LDCs are the

DAC countries of the OECD who provide on average, over 80 per

cent of official development assistance (ODA) from all sources

to these countries. The contribution of DAC countries is now

however put into question, as development assistance

relationships have been changed, more aid funds now been needed

for the transition economies of the former Soviet Union and of

Eastern Europe. But it is the widespread cuts and adjustments

in the aid budgets of major OECD donors, which are of utmost

concern to the African LDCs who depend on concessional resources

for over 90 per cent of their capital budgets and in many cases,

their recurrent budgets.

22 This section draws extensively from "UNECA, Progress

report on the implementation of the Programme of Action for the
LDCs for the 1990s in the African Least developed countries (A

note)"-E/ECA/LDCs/93/2, July 1993.
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100. For instance, the recent cuts in the aid budget of the

United States, one of the most important aid-giving nation to

Africa, illustrates the magnitude of the LDCs' resource problems.

It is reported that the US congress slashed some $1.4 billion off

the Third World aid budget for 1994, bringing down the total US

commitments for all developing countries to about $12.9 billion

23. This downscaling will affect the amount of credits that

they can obtain from a major multilateral funding source such as

the IDA, the soft loan affiliate of the World Bank, with adverse

consequences on African LDCs development programmes.

101. Donor performance with respect to the LDCs is measured by

bilateral disbursements combined with imputed contributions

through multilateral financing, developmental and technical

assistance institutions. Bilateral ODA disbursements from DAC

countries to the 47 LDCs, estimated at $9.3 billion in nominal

terms in 1990, dropped by 5 per cent in 1991. Multilateral aid,

which is a major source of external assistance to the LDCs, is

estimated to have represented at least some 40 per cent of total

ODA in 1991. ODA as a share of donors' GNP, now stands at 0.09

per cent, which is far below the agreed target of 0.20 per cent

of donor GNP to be allocated as aid to the LDCs under the Paris

Programme.

102. While total net resource flows to developing countries as

a whole seem to have recovered in the past few years, African

LDCs have not shared in the recovery. According to ECA estimates.

23 World Development Movement - SPUR, July/August, 1993.
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total external financial flows, including official development

assistance (ODA) from DAC sources, to the 32 African LDCs

amounted to some $9.2 billion in 1991 as compared to $8.6 billion

in 1990. Of the total flows, 13 countries were recipients of 75

and 69 per cent of the disbursements in 1990 and 1991,

respectively. The five major recipients were Zambia, Tanzania,

Mozambique, Ethiopia and Sudan.

Table V.I

Aggregate net external resource flow* to African LDC,

(current US$ million)

1987-1992

I. Official development finance (ODF)

l. Official grants

2. Official loans (net)
2.1. Official bilateral loans (net)

2.2. Multilateral official loans (net)
~™-™"1—"-—■ ._—_______________________________

IX. Private loans (net)

1. Direct investment

2■ Commercial banks

3. Bonds

4. Suppliers & others
___________-_—_-—.-_ — ______________________________

1987

7939

4948

2991

1166

1825

24O

ISO

31

-12

41

1988

7696
4776

2920

1178

1742
_--.-._.-.-._._..

181

19O

-24
-1

16

1989

9O39

6281

2758

793

1965

-7

114

-79

-5

-37

199O

86O1

62O1

24OO

476

1924
.__ .________.

-76

96

-136

-4

-32

1991

9152
6168

2984

759

2225
_-_-_-_-_---_-_.-

-22

134

O

O

-156
j

1992E

9643

6933

271O

828

1882
-._._._...---.-.

-104

131

-186
—5

-44

. Aggregate net resource flowe-Long term

Sources; The World Bank, World Debt Tables 1992-1993

ECA'a estimates (E)

103. Financial and other assistance requirements of African LDCs

continue to be coordinated through consultative aid group

meetings and round table conferences. Thus in Paris, in May

1993, the Government of Uganda received $825 million worth of

donor pledges of financial support for the country's development

programme for 1993-1994. The Government also received an IDA

credit of SDR38 million to improve the primary education system

in the country. The credit is for 40 years with a ten years grace

period.

104. The consultative group for Ethiopia, acknowledged the

important measures taken by the Transitional Government to

establish an appropriate climate for economic recovery. In
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addition to the multi-donor funded emergency recovery and

reconstruction programme of almost $700 million, donors committed

an additional $1.2 billion in support of the country's Economic

Reform Programme (ERP). The ERP emphasizes the need to

revitalize the economy, and to create a conducive environment for

development through the pursuit of appropriate macro-economic and

sectoral policies 24. For Mozambique, the donors pledged the

equivalent of the full amount of the government's external

financing needs, which includes credits and grants totalling

$760 million: 18 per cent of which is for food; 51 per cent for

other grants, and 28 per cent for concessional loans 25.

105. As of July, 31 1993, fifteen African LDCs are implementing

adjustment programmes supported by the IMF/SAF and ESAF

arrangements (see Table V.2). The total amount covered by these

arrangements is SDR973.89 million with an undrawn balance of

SDR414.68 million. Only Comoros, Ethiopia and Rwanda have secured

credits from the Structural Adjustment Facility (SAF), while the

other 12 countries were provided credits under the Enhanced

Structural Adjustment Facility.

24 Press Release - Paris, November 24, 1992.

25 Press Release - Paris, December 10, 1992.
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Table V.2

TMF/SAF/ESAF arrangements with African LDCs
as of 31 July, 1993

Type of
arrangenents/

Countries

A. Structural

Adiustaent

Arranqanents

1. Conoros

2. Ethiopia

3. Rwanda

B. Enhanced

Structural
lrl^ii«tM«nt

Arranc|an*nts

1. Benin

2. Burkina

Faso

3. Burundi

4. Guinea

5.Equatorial

Guinea

6. Lesotho

7. Malawi

8. Mali

9.Mauritania

1O.Mozambique

11. Uganda

12. Tanzania

Date of arrangement

June 21, 1991

October 28, 1992

April 24, 1991

January 25, 1993

March 31, 1993

November 13, 1991

November 6, 1991

February 3, 1993

Hay 22, 1991

July 15, 1988

August 28, 1992

December 9, 1992

June 1, 199O

April 17, 1989

July 29, 1991

Expiration date

Amount agreed Undrawn

balance

Total A

83.23

59.45

June 2O, 1994 3.15

2.25

October 27, 1995

49.42 35.3O

April 23, 1994 3O.66

21. 9O

Total B

89O.66

3S5.23

January 24, 1996

46.95 39.12

March 3O, 1996 48.62

39.78

November 12, 1994

42.7O 23.49

November 5, 1994

57.9O 4O.53

February 2, 1996

12.88 1O.12

Hay 21, 1994 18.12

7.55

March 31, 1994 66.96

5.56

August 27, 1995

6O.96 40.64

December 8, 1994

33.9O 16.95

September 3O, 1993

1OO.65 15.25

November 24, 1993

219.12 19.92

July 28, 1994 181.9O

96.30

Total (A+B> 973.89
414.68

source: International Financial Statistics, September 1993 (IMF).

106. Equatorial Guinea was granted a three-year loan equivalent

of SDR12.9 million under ESAF in support of the country's

economic and financial programme for 1993-1995. The objectives

of the programme are to increase the rate of economic growth to

about 7 per cent per annum, hold inflation down to 3 per cent

and, substantially reduce the external current account deficit.
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Also in 1993, the IMF approved a three-year ESAF credit of about

SDR46.95 million to support Benin's economic and financial

programme for 1992-1995. The main objectives of the programme are

to increase the rate of economic growth to about 4 per cent

annually in real terms, limit the average rate of inflation to

3 per cent and strengthen the country's external payments

position.

107. Also in support of the LDCs' stabilization and structural

adjustment programmes, the World Bank's Special Programme of

Action (SPA) for low-income-debt-distressed countries in Sub-

saharan Africa, is presently benefitting 23 African LDCs. SPA

donors, which include 17 bilateral and multilateral donors, as

well as the World Bank and IMF, pledged $7.3 billion of quick-

disbursing assistance for the second phase of the programme, in

1991-1993. Together with projected commitments from the World

Bank/IDA, IMF and various debt relief measures, the total

financing package of this phase could amount to $20 billion.

108. Donors are increasingly realigning a range of programme-type

aid instruments in support of structural and sectoral adjustment

programmes and reform efforts of the LDCs, including general

budget support, import support programme and commodity and food

aid. In Mozambique, in addition to bilateral commodity

assistance, Denmark has provided co-financing of IDA's general

import support scheme for the country. Funds are provided for the

preparation of sector plans for small scale fishery and technical

education in accordance with the overall economic and social
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rehabilitation programme initiated in 1989, as well as a

reallocation of project funds in support of the social dimension

of the economic reform programme. In the case of Uganda, Denmark

is allocating 25 per cent of its annual aid package to the

country for balance of payment support26.

109. The total external debt stock of the 32 African LDCs is

estimated at $68.4 billion in 1992, from $64.3 billion in 1991

and $62.2 billion in 1990. The relative stability in the debt

stock is mainly due to a more cautious policy by the African LDCs

not to contract debt on non-concessional terms. Over 95 per cent

of the African LDCs debt is long-term, the bulk of which is owed

to OECD/DAC creditors and multilateral institutions, in

particular the World Bank and the IMF. The largest debtors to

OECD countries, with debts ranging from $1 billion to almost $7

billion are Zaire, Zambia, Sudan, Tanzania, Madagascar and

Mozambique. A few LDCS in Africa owe a substantial portion of

their debt to the former CMEA countries, for example, Ethiopia

($4.9 billion), and Mozambique ($1.4 billion). The main African

LDCs debtors to OPEC countries are Sudan ($2.4 billion) and

Mauritania ($0.7 billion).

UNCTAD, The Least developed countries 1992 Report.
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Table V.3

External debt of African LDCe, 1989-1993

(OSS million)

Public & publicly guaranteed debt

Private non—guaranteed debt

Long-tern debt

Short-tens debt

of which arrears of interests on L.T.

Use of IMF credit

Total external debt stock

1989

56285

783

57O68

96O1

6124

4189

7OS5fi

199O

62193

792

62985

1O875

7421

4338

78198

1991

642S7

755

65O42

12O11

876O

4327

8138O

1992E

G8368

754

69122

12999

1OQ34

4541

86662

1993P

69747

87O

7O617

12OO3

8731

5957

88577

Principal repayments

Interest payments

Total debt service

Debt ratio (* of exports)

Debt ratio (1 of GUP)

Debt service ratio (% of exports)

Heno note:

Exports of goods & services (0S$ billion)

GHP of African LDCs (OS$ billion)

1684

1013

2697

429,4

11O,O

ie,3

16,5

64,4

1462

935

2397

454,6

122,4

13,9

17,2

63,9

1368

96O

2328

49O,2

127,7

14, O

16,6

63,8

1159

869

2O28

548,5

131,5

12,8

15,8

65,9

1343

927

227O

497,6

129,1

12,8

17,8

68,6

Source; The World Bank, World Tables, 1991-1992/

(E)-ECA's estimatest (P)-EGA*s previsions

110. The magnitude of these debts is relatively low when compared

to the situation of other developing countries. However, it is

the debt service re-payments which are creating financial

difficulties for the African LDCs because of declining or

stagnating external receipts and inadequate inflows of

concessional resources. The severity of the debt service problem

has warranted the adoption of various debt relief mechanisms in

their favor. Donors are providing debt relief under UNCTAD Trade

and Development Board (TDB) Resolution (S-IX) and other

equivalent measures as well as under the Trinidad terms.

Retroactive terms adjustment measures, mainly in the form of debt

forgiveness of ODA loans previously extended and the provision

of new aid in grant form, are being implemented.

111. An important provision relating to LDCs external

indebtedness in the Programme of Action was a request to the

Paris Club to review the implementation of the Toronto options

and additional options that may be necessary, as for instance,

the Trinidad terms. As of March 1991, under the Toronto terms,
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the total amount involved in debt relief to 13 African LDCs, was

estimated at $1.9 billion, of which about $1.3 billion was in

favor of only six countries. By the end of 1992, 9 African LDCs:

Benin, Ethiopia, Guinea, Mali, Sierra Leone, Tanzania, Togo,

Uganda, and Zambia, had benefitted from the Trinidad terms.

112. With respect to multilateral initiatives, as many as 23

African LDCs are beneficiaries of the World Bank's Special

Programme of Action (SPA) for low-income-debt-distressed

countries in Sub-saharan Africa. Additionally, a number of the

LDCS are eligible for the Bank's supplemental IDA adjustment

credit programme, which is aimed at reducing the debt service

burden of outstanding debt contracted at non-concessional terms

to the World Bank. Also, Niger and Mozambique are benefitting

from the operations of the World Bank's Debt Reduction Facility

(DRF) that provide support on grant basis for reducing commercial

bank debt and debt service through buy-backs and debt exchanges.

Together, these two countries were able to reduce their

commercial debt by $230.8 million and their interest arrears by

$90 million.

113. In general, the debt relief measures adopted so far for the

African LDCs are inadequate, given their long-term external

capital requirements as well as their current financial problems.

This, coupled with persistent balance of payments deficits and

the low level of aid disbursements, is putting under severe

strain the economic management capacity of these poor countries.

Unless substantial further debt reductions are granted to African
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LDCs, their debt service payments are likely to increase

substantially in the years ahead, thereby compromising their

long-term development efforts.

114. A major concession therefore for these countries is outright

debt forgiveness and, the provision of new development financing

on purely grant terms. Such an action, combined with

improvements in world trade conditions, especially stable primary

commodities prices, and increased access of the LDCs export

products to the markets of industrialized economies, would create

the necessary conditions for them to mobilize the finance

required for the implementation of the Programme of Action for

the LDCs for the 1990s.
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VI. POLICY ENVIRONMENT AND SHORT-TERM GROWTH PROSPECTS

115. In the 1991-1992 period, two major trends have emerged in

the African LDCs: democratization and economic liberalization

including the transition to market-based economies in such

countries as Ethiopia and Tanzania. Unfortunately, intense

conflicts have erupted in Burundi, Liberia, Rwanda, Somalia,

Sudan and Zaire, which have disrupted economic activities and

brought about untold human sufferings on the population. In

addition, drought struck a number of LDCs in the Eastern and

Southern sub-region in 1992, the effects of which are still

evident in critical food shortages and sometimes famine in some

countries.

116. Despite these difficulties, the majority of African LDCs

continue to implement stabilization cum structural adjustment

programmes backed by IMF/SAF and ESAF credits, as well as funding

secured from various World Bank initiatives and bilateral flows.

The main objectives of these programmes are to establish macro-

economic stability, with a significant reduction in the inflation

rate and the fiscal deficit; containment of the expansion of

money supply, and the creation of appropriate exchange rate

mechanisms. The impact of these programmes on the economic growth

of the adjusting LDCs has been mixed because of two major

factors: inadequacy of external support and internal conflicts

which have derailed the attainment of programme objectives. For

instance, in Ethiopia and Malawi, which are strongly committed

to the adjustment process, GDP is estimated to have sharply
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declined in 1992 and 1991 by 10.2 and 9.7 per cent in real terms,

respectively, while in Burundi where GDP grew by a healthy 6.5

per cent on average in 1991-1992, is expected to be constrained

in 1993 due to political strife.

117. In the short to medium term, the reality is that economic

management in African LDCs will continue to be undertaken in the

framework of adjustment programmes designed with the assistance

of the IMF and the World Bank. The efficiency of these programmes

will depend to a large extent on a stable political and

investment environment as well on favorable external conditions.

On the external front, the critical factors will be economic

recovery in the OECD countries, high levels of quick disbursing

funds, significant increases in export earnings and improved

access of LDCs' commodity exports to the markets of

industrialized economies.

118. In spite of the uncertain environment, preliminary estimates

by the ECA indicate a recovery in the economies of the African

LDCs as a group. The anticipated recovery in total output will

depend in the main, firstly, on the effectiveness of reform

measures being implemented in the mining sector in Guinea, Sierra

Leone, Zaire and Zambia, which countries together account for

22.3 per cent of the GDP of the African LDCs. Tentative estimates

indicate that the growth rate of mining sector value-added will

rebound from a steep fall of 8.6 per cent in 1992 to register a

4 per cent increase in 1993. Secondly, the agriculture sector,

which is the main source of value-added in the African LDCs, is

expected to do wel1 because of good weather. Value-added is
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estimated to increase by 4.7 per cent in 1993 compared to 3 per

cent in 1992. These trends are expected to stimulate

manufacturing activities, especially industries that source

domestic raw materials thereby improving capacity utilization.

Manufacturing value-added is projected to grow in real terms by

3.2 per cent in 1993, compared to a decline of 1.7 per cent in

1992.

119. Assuming the above sectoral outcomes, real GDP of the

African LDCs is forecast to increase by 3.6 per cent in 1993,

compared to a growth rate of 3.4 per cent for the whole of

developing Africa. On per capita basis, the growth in real GDP

will be translated into a 0.4 per cent increase in per capita

income to $236 in 1993. These forecasts, however, are subject to

a wide margin of error as they depend on the assumptions made for

some key variables and conditions.

120. Domestically, a growing GDP should lead to higher

consumption and total consumption is projected to rise by 2.5 per

cent in 1993, private consumption increasing by 7 per cent when

it declined by 3.3 per cent in 1992, when austerity measures and

the high rate of inflation were sapping purchasing power. This

trend is expected to lead to lower domestic savings projected to

drop from 7.1 per cent of GDP to 4.8 per cent, leaving a

relatively modest investment rate of 13.7 per cent of GDP. The

trend in exports is basically a derivative of the slow growth

forecast for the OECD countries at 1 per cent in 1993. There

will be less demand for LDCs commodity exports, and therefore

significant reductions in their export receipts. Preliminary
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estimates indicate a widening of the deficit in the trade and

current accounts at $6 billion and $4.5 billion, in 1993,

respectively. The output growth performance of the LDCs in 1993

and short-term growth prospects are to be judged against the

background of these developments which are predicted by various

institutions.


