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Proposal for the Economic Report on Africa 2003

Sub-programme 1: Facilitating Economicand Social Policy
Analysis

Theme:

Area of Focus:

Output:

1) Assessment of the performance of
African economies, and 2) analysis of
private sector development in Africa

How to unleash the private sector
potential to achieve higher growth and
poverty reduction in Africa

Economic Report on Africa 2003:
Unleashing the private sector

1. Purpose and Justification

The Economic Report on Africa (ERA), the annual flagship publication
of the ECA, has two main objectives:

(i) Undertake a comprehensive assessment of the performance
of African economies and thereby assist the monitoring and
evaluating economic performances in the continent.

(ii) Undertake an in-depth of study of an issue that is key to
Africa's development and thereby enhance the ability of the
ECA and its member states to effectively contribute to the
ongoing discourse on Africa's development. This year's
theme is private sector development. The report will analyze
and provide policy recommendations on four key themes of
private sector development that are crucial to Africa and
have the potential to transform the private sector into an
engine of growth.

2. Report Structure And Content

The report will consist of thirteen chapters on the economic
performance of Africa and highlighting the experiences of the sample
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countries. Furthermore, the theme of private sector development will
run through the report where appropriate.

2.1 Chapter Summaries

Chapter 1 focuses on how Africa fared in the global economy in 2003
and examines the medium-term economic prospects for the continent.
The chapter begins with a discussion of main global events in 2003
that may significantly affect the performance of African economies. For
2003, these include the recovery of global recession, trends in
commodity markets and major currencies, and the developments in
FDI and aDA flows to Africa. The chapter then analyses recent
economic developments in the region and sub-regions. The analysis is
based on output indictors, sectoral performances and macroeconomic
variables including fiscal deficit, inflation, interest rates, exchange
rates, and balance of payment status. The chapter concludes with
medium-term forecasts for key economic variables for the region and
also for each sub-region.

Annex A presents a detailed outline of Chapter 1.

Chapter 2 utilizing ECA-built economic indicators focuses on the
measures of economic performance. Two main indicators will be
introduced in this context:

a. Extended Economic Policy Stance Index (EEPSI), and
b. Private Sector Development Indicators (PSDI).

In ERA 2003, the methodology of the EEPSI will be refined and the
coverage increased to 40 countries from the current number of 23. The
PSD indicators will be introduced for the first time in the ERA 2003. For
this purpose, a set of indicative measures of the depth and growth of
private sector will be developed and measured. As for the county
coverage, the intention is to use as many countries as possible for
which data exists to compute meaningful indicators. The PSDI will be
used to take stock of changes in the role of private sector in economic
activity over a long time period (1970-2000) and to capture the
contribution of private sector to overall growth.

Annex B presents an outline of Chapter 2.

Chapters 3 to 12 consist of 10 country studies. An initial sample of
13 countries will be studied: Tunisia, Egypt, Rwanda, Uganda, Mali,
Cote d'Ivoire, Ghana, South Africa, Botswana, Mauritius, Mozambique,
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Gabon, and Equatorial Guinea. Out of 13 country studies assigned, the
most suitable 10 will be selected to be included in the ERA 2003. Each
country chapter will examine the nature and intensity of
macroeconomic, social and institutional policy reforms and their impact
on economic growth, macroeconomic stability, and poverty reduction.

Reflecting the theme of the ERA 2003, each country chapter will have a
section on a key aspect of private sector development, which will be
used to highlight lessons learned and best practice examples applicable
to other countries in the region. Private sector themes considered and
the countries used to illustrate them are described below.

A detailed outline of the first part of country chapter (that excludes
private sector development theme) is included in Annex 1.

Chapter 13 will conclude the report and tie together the key findings
and recommendations.

2.2 Theme: Private Sector Development

This year's ERA will carry the theme of private sector development
throughout the report. The basic premise of the discussion is that
private sector is the engine of growth. In other words, African
countries have a better chance of achieving higher growth, if all else
being equal, if the bulk of production of goods and services are
handled by private enterprises operating in a competitive environment.
The objective of the discussion is to distil policy recommendations from
success stories in Africa, rather than delving solely into the constraints
to private sector development.

The focus is on four main sub-themes that are of importance to policy
makers in Africa:

(i) Attracting FOI: the case oftelecom

FDI is necessary given Africa's severe lack of capital, technology
and skills. Africa has had difficulties in attracting a reasonable share
of FDI flows to developing countries, and even this small share
went predominantly to natural resource based industries and not
other sectors with high potential for growth. In spite of these
difficulties, there are sectors (i.e., are non-natural resource based)
where Africa has done reasonably well in recent years. One such
sector is the telecom business.
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The success with telecom suggests that in addition to steps to
improve the overall investment climate, well-conceived sector
policies/programs are necessary to be effective in attracting FDr.
Some of these policies are related to having in place a privatization
process that is transparent and accountable, a credible legal and
regulatory framework, and a well-managed and attractive licensing
system.

The deregulation experiences in the telecommunications sectors of
Uganda, Cote d1voire and Mauritius will be used to outline sector
specific policies/programs that succeeded and failed. The telecom
story will be used to illustrate the economic benefits in terms of
improved delivery of services that accrue from the private sector,
and FDI in particular. In this regard, Uganda's experience with the
introduction of mobile telephony and the resultant improvement in
services, lower cost to customers and increased accessibility will be
illustrated as a success story.

(ii) Encouraging local innovation

Growth in Africa will depend not only on more efficient resource use
in existing sectors but also structural transformation through
entering into higher productivity sectors and activities. To this end,
it is necessary to promote local innovation through investing in
applied scientific research and technology development, and
translating knowledge into marketable goods and services provided
by private enterprises.

The study would look at three main public policy measures
countries can use to translate the vision of technology development
into reality. The experience of South Africa, Tunisia, and Egypt will
be used in the discussion.

a. Industry/technology hubs and incubation centers: The tech
hubs bring together the ability of universities and research
institutes to train skilled workers or develop technologies,
presence of established or multinational companies to provide
expertise, entrepreneurial drive and the availability of venture
capital to ensure that the ideas are transformed into
marketable products, and providers of market development
services. The example of South African high-tech hub and
relevant experiences from other countries outside the region
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will be explored with regard to specific policy measures that
have worked to nurture these hubs, and the contribution of
tech hub(s) to local innovation.

b. Availability of start-up type venture capital: The venture
capital funds are one way of providing financing to those
start-ups that have promising ideas, and most of the time
concentrated in the high-tech sector, but are not able to raise
financing at the initial stages through the banking sector.
Successful experience of Egypt and Tunisia will used to
examine the role of public policy in encouraging such funding
facilities (through regulation, tax incentives etc.) and how far
these types of financing arrangement have promote local
innovation.

c. Market development and marketing support services: These
services are key once an idea has been transformed into a
product/service. The examples from South Africa, and other
emerging market economies outside Africa will be used to
study how successful government support programs have
worked to promote the products locally and internationally.

(iii) Private provision ofsocial services

Private sector involvement in the provision of certain elements of
health and education services on a "for profit" basis under various
types of pubic-private partnership (PPP) arrangements has the
potential to improve growth through welfare efficiency improvements
and expansion of capacity. Private provision of some social services is
becoming increasingly unavoidable for the cash strapped and
inefficient public sectors in Africa. The policy makers are grappling to
understand the challenges and opportunities of PPP arrangements in
the provision of these services. The study will provide guidance to
policy makers on a range of policy and regulatory issues involved in
this new frontier. Ghana, Mali and Rwanda will be used to illustrate PPP
experiences, what works and what does not.

(iv) Usinggrowth poles for SHE development

In most of Sub-Saharan Africa, one or two dominant sectors control
the economy in terms of their contribution to GDP, foreign exchange
reserves, and/or government revenues. In most cases these activities
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are concentrated in the natural resource based sectors and tend to
remain as enclaves without much forward or backward linkages with
the rest of the economy. How to create these linkages with the
economy, particularly through developing links with the local privates
sector (micro-enterprises and small and medium enterprises (SMEs»,
is one issue that policymakers throughout Africa are interested in. The
study will document, review and draw lessons from specific policies
and programs that are being implemented in selected countries to
promote linkages. The countries and sectors covered are Gabon and
Eq. Guinea (oil), Botswana (diamonds) and Mozambique (aluminum).
The focus will be on four policy/program areas:

• The regulatory and tax framework
• The availability of micro-financing
• The availability of other business support services (for example,

relating to skill building, product quality control, business advisory
services etc.)

• Direct sector specific policies and programs that promote the use
of local goods and services

3. Partnership Arrangements

The ESPD will seek contribution from the relevant divisions including
SDD, DISD, DMD and SRDCs on the substantive analysis and data
collection. SRDCs in particular will closely work with the ESPD on data
collection, identifying resource persons and consultants, providing
substantive comments on the relevant country studies, and peer
reviewing the final draft ERA Report. ECA's Communication Team will
be involved in the translation, publication and launch of the ERA 2003.

4. Work Plan and Interim Milestones

The work will be undertaken by the ERA Team consisting of ESPD staff
and led by Shamika Sirimanne/ESPD under the guidance of Patrick
Asea/ESPD. A high-level Advisory Team, headed by the Executive
Secretary, will provide advice on substantive analysis, production and
publication of the Report.

Responsibility for writing each Chapter of the ERA is divided among the
ERA Team members. Each of the 5 senior members is responsible for
producing the assigned chapters. This responsibility includes
monitoring consultants, supervising research assistants, producing
monthly reports on the work-in-progress, preparing quarterly reports
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(for the region and countries under study), and writing the assigned
chapters of the ERA.

The work plan of the Report is outlined below:

• All chapters of the ERA will be done in-house by the ERA Team.
With regard to the EEPSI work, ERA Team will refine the
methodology, peer-review it, and carry out the actual
measurement of the indicators. As for country studies,
background studies for some countries will be prepared by
external consultants. The task of data collection for the country
chapters will be assisted by outside consultants (Focal Points)
who will periodically send the ESPD relevant data publications
and quarterly reports on recent economic performance
indicators. As a means of ongoing regional and country
performance monitoring, the ERA Team will prepare quarterly
reports on the region and countries under study.

• With regard to the private sector theme, the Team will be
supported by outside experts who undertake background
analysis on selected themes.

• Once the draft background studies are submitted (by the
consultants and the ERA Team) they will be reviewed by the
ERA Team and SRDC Staff (for relevant countries). The
background studies will be finalized by the authors and sent to
the ERA Team. The ERA Team will then put together the first
draft of the ERA Report.

• The first draft Report will be peer-reviewed within the ESPD,
and within the Commission (including SRDCs and the Advisory
Team). The second draft Report that incorporates these
comments will be submitted to an external group of peers. The
ERA Team will prepare the final draft report after incorporating
external peers' comments. The final draft Report will be sent to
the Advisory Team for further comments and approval.

• The final draft Report will be sent to the external editors. The
edited version of the Report (final Report) will be sent for
French translation. The Advisory Team will determine the launch
date and related matters.
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Based on the above work plan, interim milestones for individual
products are listed below in Table 1 with their status as of 17-Jun-02.
Figure 1 presents a detailed task breakdown and time-line.

Table 1. Project milestones for the ERA 2003

Interim-Milestone Date Status
Task Brief submitted Done
Focal point consultants asslcned April 2002 Done
Country consultants asslcned May 2002 Done
Quarterly reports (regional and May, July, October, May reports
country) submitted 2002 submitted
Private sector consultants

June 2002
In progress

identified and work assigned
Draft backoround studies readv Auoust 2002
Final backqround studies ready September 2002
First draft ERA ready October 2002
ESPD peer-review October 2002
ECA peer-review November 2002
Communication strategy for the

November 2002
launch in place
External peer-review December 2002
Submission of the final draft ERA

December 2003
to the Advisory Team
Final draft ERA sent to the

January 2003
external editors and ERA finalised
ERA sent to French translation January 2003
ERA production (layout, desktop

February 2003
publlshlnq)
ERA sent to the printer March 2003
ERA launch April 2003

5. Resource Requirements

A summary of the resource requirement of the ESPD for preparing the
ERA is given in Table 2.
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Table 2. Estimated cost of ERA 2003

Description I Cost
(US$)

Hiring 13 resource persons and 14 consultants 140,000
(four consultants for private sector)
Bringing country consultants to Addis for the internal peer- 20,000
review at the ECA

I External peer-review of ERA - taking place at SRDCs and 63,000
the USA
Survey data collection for Economic Policy Stance Index 20,000
Missions to five countries by ERA team 24,000
ESPD's part of cost for launching the ERA at ten sites 30,000
(launches other than in Addis) *
Salary for 2 Research Assistants and 1 consultant 60,000
(work fulltime at ESPD for 12 months)
Purchase of data sources

36:.~g~Total

* Estimated cost of sending ESPD Staff and the Communication Team to the launch
sites. These costs do not include the cost of publishing the ERA (tasks undertaken by
the COl that include, editing, desk top designing, printing, CD-Rom production, and
shipment), costs borne by the ECA Communication Team (these include web casting,
actual launches, posters, media, etc.) or translation costs.

6. Expected Outcome and Impact

The ERA 2003 is expected to:
1. Review the state of African economies in 2002;
2. Construct more robust indices for assessing country economic

policy stance and private sector development in African economies;
3. Provide greater understanding on the selected sub-themes (see

Section 3) of private sector development to African policy makers.
4. Provide policy recommendations based on best practice examples

and lessons learned.
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ANNEXA
ERA 2003: Unleashing the private sector

Plan for chapter 1 (25 pages: 100 paragraphs)

Note: each bullet is a paragraph

1. Trends and prospects

• Global trends
• Africa trends
• Policy stance
• Outlook

Global (28 paragraphs)

• Output recovering
• Commodity prices better
• Currencies
• Foreign direct investment and aDA

Output recovering

• Output
• US as driver
• Economic policy stance
• Trade
• Effects for Africa
• Effects for Africa

Commodityprices better

• Major commodities in African exports (table, pie chart)

• Oil
• Gold/copper
• Tea/coffee
• Cotton
• Other

Currencies

• Euro/dollar shift
• Effect on Africa

10



Foreign direct investment

• Global
• Into Africa
• Multinational investing

ODA

• Global and share to Africa
• Monterrey
• G-8

Africa (60 paragraphs)

• Output
• Macroeconomic determinants
• Sectoral contributions
• Subregional contributions

Output

• GDP growth
• By region
• By five large economies
• Oil exporters

Macroeconomic determinants

• Low savings and low investment
• Inefficient financial intermediation
• High macroeconomic volatility
• Capital formation

• Inflation
• Good performers
• Weak performers
• Drivers: fuel prices; currencies

• Exchange rates
• Appreciations
• Depreciations
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• Balance of payments
• Export earnings
• Import prices and volumes
• Unit values for imports and exports
• External environment
• Service balance in deficit

Sector contributions

• Agriculture in GDP
• Good performers
• Dependence on weather

• Industry in GDP
• Constraints
• Good performers
• Good sectors
• Mining
• Oil reserves and production

• Services in GDP

• Public-private

Subregion contributions

• Southern
• Western
• Northern
• Eastern
• Central

Outlook for 2003 and 2004 (12 paragraphs)

• Overall forecasts

Pluses

• Cessation of hostilities
• Refugees returning to workforce
• Post September 11 attention to Africa
• More resources from OECD
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• Policies in advanced countries
• Programs to reduce malaria and aids
• HIPC completions

Risks

• Political instability/defense spending
• Aids and human capital reductions
• Weather

• In sum: .....

Plus tables
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ANNEX B
ERA 2003: Unleashing the private sector

Plan for Chapter 2: Monitoring Performance (20 pages: 80 para)

Economic Policy Stance Index (50 paragraphs)

• Economic policies promoting macro stability, higher growth, and
service delivery-to reduce poverty

• Stabilization and structural adjustment programmes
• HIPC
• NEPAD
• Economic policy stance
• Fiscal
• Monetary
• Exchange rate
• Private sector

Fiscal policy

• Minimizing domestic debt
• Freeing resources for private sector activity
• Social spending
• Tax revenues
• Second-generation fiscal reforms

Monetary policy

• Keeping inflation down
• Managing money supplies
• CFA zone
• Some countries cut discount rates

Exchange rate policy

• Realignments
• Resisting devaluation
• Improving competitiveness

Expanded economic policy stance index

• EPSI plus perceptions
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• Number of countries
• Scores
• Country movements
• Meaning of scores

• Clusters
• Good
• Fair
• Poor

• Drivers
• Fiscal
• Monetary
• Exchange rate

• Judicial independence
• Respect for property rights
• Regulatory effectiveness
• Reducing poverty among women

Private sector development indicators (30 paragraphs)

• Private sector as engine of growth
• Indicators-depth and growth of private sector in Africa
• Analyze trends
• Empirical tests: relate private sector indicators to growth
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ANNEXC
ERA 2003: Unleashing the private sector

Plan for model country chapter (30 pages:120 paragraphs)

Note: each bullet is a paragraph

Overview (6 paras)

• Summary of the report
• Recent development
• Macro developments
• Private sector

Recent developments (8 paras)

• Economic performance 2001-02
• Agriculture performance Determinants
• Industrial performance Determinants
• Services performance Determinants

Macroeconomic policies and impacts (40 paras)

• Overall macro trends
• Monetary and financial policies
• Fiscal policies
• External policies

Structural policies (10 paras)

Social sectors (10 paras)

Private sector development (36 paras)

Theme differs depending on the country

Prospects (10 paras)

For the economy
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