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I. REVIEW A APPRATSAL OF oocro-ﬁ.comomc STTUATTON. IN 1978/1979 AND
THE 19808* a L

e

Tntrodiction -
Wq

1. The 1978/1979 Survex of Eéonomic and Social Conditions in Afr1ca is
publlshed in two parts. Part I consists of two sectéonso The first is divided
into eight’ chaptero which cover such topics as the African development strategy
during“the Third United Nhtlons Develooment Decade, the international economic
situation; growth, domestic savings and fixed cap1ta1 formation in developlng
Africa; ‘agriculture, manufacturihgj external trade and balance of payments;
resource flows and external debt; and monetary developments and inflation.
The second section contains a special study on economic growtl, esmployment,
incame dzstrlbutlcn and mass poverty in African developing countries, After
rev1ew1ng ihe ecoriomic deveIOpments in the ECA region dur1ng the past two:
decades; the study discusses the concept of social justice and income
distribution, followed by detailed estimates of mass poverty in the ECA
region and some major policy ‘iSsuese This is then followed by a review of
the approaches to social justice developed within the United Nations family and
finally the approaches propounded in the national development plans of sany ECA
member countries for employment promotlon and the eradlcation of mass poverty

2 Pa;t IT of the cu x covers current economlc deveIOpments and pol;cles
in the ‘individual countries of the LCA region, mainly emphasizing the years
1978 and 1970,

Development Strategy for Afrmqg_durlng the Thlrd United Natlons Devg;ggggggtgt
Decade ' ‘ e .

3¢ The International Development. Strategy for the Second United Nations
Development Decade contained a number of policy instruments specified, some - -
of which were too ‘sweeping to qyantzfy, which was far less. than the number .

of objéctives, . The Strategy dealt not. only with sovereign States: keen to.
maintain full sovereignty over thelr pollcles but also with Governments whlch
could not be. fully committed to epeciflc policy actions at both the domestic
and the international 1evels. The. countrles covered are heterogeueous in
their levels of development and factor' endOWment and sometimes contradictory
in interests. Hence the trategy formulated was aspirational in character
lacking contractual oommltments, with no provisions for contingencies and . .. .
unforeseen clrcumstances, assyming continued dependence of developing cauntrles
and continued improvement in the .general international economic situation

with its pull effect on the “growth in the developlng countries ~id finally
assuming that such growth in develop1ng countries would trickle down to the
poor masses in these countries, The developing countries were taken as a

group with few special measures to deal with the least developed or low-
income countries° o . . DR R : .

Lo As a result of the vagueness of some of the ob;ectlves and the in-
sufficiency of pollcy instruments and political commitments, a number of
resolutions Were subsequently adopted by the United Hatioms-.fora. . These
resolutions relterated the necessity of establishing a new. Interﬂatlonal
Economic Order which was not just a refurbzshlng of the old economic order
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but a new set of relationships based on mutual interest and respect among
nations with greater cquity not only in terms of narrowing the gaps in
levels of living but also in terms of a fairer sharing of wealth, power
and decis:on makings They also underlined the importznce of co-operation
among developing countries and self-reliance and self-sustained growth at
the national, regionzl and internmational levels,

.5 At the fifth mceting of the Conferénce of Ministers of the Ecanomic
Commissioa for Africa heid in March 1979, it was p.oposed thar for Africa the
new internmational economic order and the Intermational Development Strategy
for  the Third United Nations Development Decade should serve ibe following
objectives: , o Coo '

(a) “he establishment of self-sustaining, internally located processes, .
of development and economic growth at the national and/or multinational
levels; . = S ' o '

(o) Subregiondl and regional collective selffreliahce§”:"

e (c¢) Development of human rescurces to ensure their greater participatigg
-in the.development process;: . . I T B R

!

" (d) Broad-based participation in the development process concurrent
and .consistent with:equitable distribution of the gains of socio—economic
development SR C Lo e ' Y : T

<

(e) Acceleration of the industrialization process on the continent
in the. comtext of the social and: economic environment ¢f.each country and
not as’a simple importation of foreign industrialization patterns. :

6e The broad targets of the Strategy for the Third United Nations Developmeht
Decade should. include: self-sufficiency in food supply, the establishment '
of a sound industrial base with special emphasis on the development of the
requisite national irdustrial and technological policies, capabilities and ,
institutional infrastructure as well as intra-African co-operation in order
to permit the industrial take—off of Africa; the physical intésrstion of

the African region through the development of transport and communications

at the nationaly regional and:international levels; the control and establish-
ment of sovereignty over natural resouréesy beneficial and equitable ‘ L
international relationsj a substantial increase in intra—-African trade, and .’
the .control of technology and the development of indigenous centres for
techroiogical training and researchs - The Strategy asserted that “he -
developmen: of human resources would be the main instrument to achieve these
objectives and in particular the development of technical skills ir which”® *
Africa was seriously deficient. K SR ‘ T

s

7+  In response to the specific request contained in General Assembly resolu—
tion 3508 (XXX) and the subsequent Economic and Socizl Couneil resolution, the
Economic Commission for Africa has evolved a preliminary specification of a
standard projection model for:African countries under alternative sets of
development scenarios. This projectiocn exercise aims at (i) analysing the
structure of individual country economies so. as to facilitate the implementa—

tion of the national and international development strategies by making
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available to plammers country=specific implications of a variety of structural
and policy parameters, both national and extermal; and (i1) eventually
assisting member Government s in project preparation at the micro-levels .
Following the suggestion of thé seventh-sessian of the Conference of African
Planners to adapt 'thé model to’the- specific’ characteristics and problems of .
individual African countries and other comments and suggesticns, the ECA -
secretariat revised the standard projection model, Three separate types -

of models were designed to reflect the special characteristics of the least
developed African countriesy the major-oil exporting countries, and the non— .
oil=exporting and non-~least developed African countries, the latter being
further subdivided iito three groups according to the level of per capita

GDP in 1970, These projection models were developed with a view to %as
bringing out the intercomnexions of the basic macro-variables and. estimating
their relationships quantitatively so as to be able to monitor the structure
and performance of the economy and to chart its likely future course; and (b)
develbping alternative normative scenarios and deriving the policy measufe -
that seem: mportant in d:.recting the course of the varla.bles in des1red s
dlrectionso o :

8¢ Two scenarios, namely the h:.stomcal trend scenario and a planned S :
scenario, were analyseds According to the historical trend scenario result-s,
developing Africa as a whole was forecast to grow in terms of real GDP - Co
by around 5 per cent in the 1980se Agriculture would grow by about 25

per cent = less than the projected population growth, Serious disparities

in eémomic performance would continne As in the’past between major oilw::

and: nmvoa.l-ezportmg countries and countries classified by income group-:

with ﬁiountmg social tension in low income countries and w:.despread nass

povet*l.’yo

O The planned scenario results show that developing Africa could, given

4 nimbeér of structural and policy changes, attain a target growth of around

7 per tent ih- the 1980-1990 decades  This growth would necessitate an increase’
in agricultural cutput of l|. per cemt and manufactumng would ha.ve to grow

by abmt 9.:5 per cent.

10, - The ma jor" policy implications which emerged from the pro;ectlons

include an average annual growth rate of agricultural output of 4 per cent:
increased investment in the rural sector including improved rural infrastructure
development in feeder roads} adequate pricing policies aimed at increasing '
ruralincome;” improving the rural-urban terms of trade, comprehensive land.
refoim polic:.es, expansion of cult:.vable land area; increased labour intensity.
and strengthening the link between agricultural research and rural productions
In the manufacturing sector, the targets include an average ammual. rate of
growth of 9,5 per cent in manufazcturing output; the utilization and exploration
of alternative energy sources; and increased expansion of transport by over

6 per cent yearly including road, rail and maritime transporte : SR

11 As regards the least developed African countries, two types of policies .
emerged as being important to attain accelerated development, namely an -
immediate Action Programme for thé' utilization of existing capacities and a
substantive New Programme of Actjon for the 1980s aiming at transforming their:
economies towards self-sustained development and production of their basic
requirements,
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The world economic situation

12, To measure the possible economic out—turn of the African region, it is of
particulai- importance to have some assessment of the situation of the world .
economy as a whole, and in particular of the economic performance of the OECD ;
countries since these are the major trading partners of .the African, developing _
countrieso : N

13. In the OECD ccuntrles, he slow recovery from the trough . of the 1974-1975
recession contimued in 1979 but as the year progressed it was evident that
growth in 1980 was likely to decelerate substantially with serious implications
for developxng Africa in that years In 1975 real GDP/GNP grew at 5.1 per cent
but this rate fell substantially during 1977 and 1978 to a yearly. average of
347 per cent. Lower growth rates are forecast for both 1979 and 1980 at a _
figure of 2 per cent or less, This 1s a disheartening pmeture compared with
the high average annual growth rate of real output of these countries of 4.6
per cent achieved during 1962-1972 and an average of about 5 per cent yearly
realized during the 1950s., These adverse developments are projected to. lead
to a further deterioration in the balance of payments on curvent account of
developing African countries in spite of the expected cuts in the volume of
imports which would impair their ability to expand the level of fixed capital
formation required for future growth.

14, Generally the. trends in world trade and in the balance of payments of

most countries have not . been very healthy in the past years, and in 1978 world
trade in volume terms increased by a mere 4.3 per cent which is far below the .
trends of the 1950s and significantly less than the 6.3 per cent a year recorded
between 1970 and 1976, It is thus apparent that the momentum of increasing
world trade was already retarded even before the occurrence of the 1979 oil pr1ce
increases The share of the industrialized countries in the value of total

world trade has declined since 1970 from 72.4 per gent to 6842 per cent in 1978
while for the developing countries as a whole the share inereased from 19.1 )
per cent to 23.0 per cent over the same per1od. This latter increase however
has been primarily due to the oil-exporting developing countries whose share in.
world trade increased to 10 per cent in 1978 compared with 5 per cent in 1970
while the non-oil-exporting developing countries accounted for 13.0 per cent

as compared with 14.1 per cent in 19700 :

15. The terms of trade of the industrialized countries based on 1970 figures
recovered slightly from 88 in 1970 to 91 in 1978, For the non—~oil—exporting
countries, there was a deterioration from 100 in 1977 to 94 in 1978 and this
is. likely to continue through 1979/1980, The cil—exporting countries also
experienced some deterioration in their terms of trade from the partioularly
sharp Tise recorded in the period 1970 to 1975 and 1976 and 1977, The terms
of trade de¢lined from 320 in 1977 to 290 in 1978 although this figure is
expected to change substantially in 1979 and 1980.

16« These unfavourable trends were particularly felt by the non—~oil-exporting
African developing ceuntries. In 1978 demand and prices continued to be weak
for a number of important commodities including coffee, coeoa, cotton, sisal .
and teae . Average prlces for copper exports improved slightly in 1978 in both
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Zambia and Zaire over the corresponding prriod in the preceding year but failed
to bring any marked improvement in the countries? balance—of-payments position
mainly because of the disruption of the transport systems. In both these
countries a foreign exchange crisis has led to a cut in essential imports

and general slow=down in’ economlc activity., Following ‘the poor world market
for phosphates, the major producers -~ Morocco, Senegal; Togo and Tunisia also
saw reduced export earmingss’ In Tunisia and Morocco, exports of textiles to
EEC countries had to be curtailed because of protectionist trade measures. In
Nigeria, which is a major oil-~exporting country, productiun of oil fell by

Qe2 per cent and exports by 14«4 per centes

17« HWith respect to 1nf1ation, prices in the industrialized countries, judging
by the GNP deflator, rose at an average annual rate of about 13+5 per cent in
the second half of 1974 and 7 per cent in the first half of 1976 but remalned

at the same rate in every semi-anmual period up to 1978, In a large mumber of
countries, declines im oil prices expressed in terms of local ocurrencies, coupled
with 'the general weakness of prices of imported primary commodities, contributed
to ‘the slowing down of inflation. The major oil-exporting countries have been
more successful in curbing the high rates of consumer prices that prevailed in
the middle of the decade mainly because of the recent introduction of policies
destined to restrain demand.

18, . The record of the non-oil=exporting developing countries in Africa with
respect to inflation has been disturbinge While the average ammual rate of
growth of consumer prices amounted to less than 5 per cent yearly in 1967 to
1972, it rose to some 15 per cent yearly during the years 1976 to 1979. The
excessive rates of inflation in the non—oil~exporting African countries partly
emanated from the rising costs of imported products and partly from over ,
expansionary fiscal programmes and excessive rates of monetary expansiono In
order to cope with these adverse developments tight fiscal and monetary policies
had to be adopted both to curtail the level of imports and to fight inflation
which was being fueled by wage increases and, in particular, ill-timed increases
in real wages unaccompanied by productivity gains in a period when the terms of
trade were deterioratings. Only partial data are available . for 1979 but there
are some indications of falls in the rate of inerease in consumer priees in a
large number of African countries. However, the excessive increases in consumer
prices prevailing in Ghana, Uganda and Zaire are still exerting substantial
influences on the average for developlng Africa as a wholed \ o

19, The world economic outlook for 1979 and 1980 is one of sluggish economic
growth, high rates of inflation and a spread of protectionist trade measures

in the industrialized countriess In particular, the steep run up in oil prices
during 1979 is expected to have generally depressive effect on economic growth
“of the industrial countries which will have some impact on the growth prospects
of the non-oil-producing developing countries, This in essence suggests that’
the present array of prcblems facing the industrial world as propounded in the
IMF Annual report 1 "precludes 51mp1e prescriptions offering promise of early
“success, but rather point to the need for pursuit of a many-eides strategy of
policy in a medium—term framework",
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. 20, ; While the non~oil-producing developing countries should themselves adopt
better domestic policies in order to Geal with the very. difficult siruat1un
they nou fa....es thelr probx,me could also be mltlgated by actions on the part
of industrial: countries,. For instance, the bulk of the new indebtedness
incurred by, *ho non~011~@wmduclng developing countries comes fron borrowing on
less favourable terms in intermational financial markets, so that debt service
charges are now rising. faster than export. earn;ngsg Thus here is one avenue
for active 1ncerventien by the industrial countries in the form of expanded
flows of capital and aid to the devesop.nm-countrles along W1th neasures to .
improve market access to their exporisc : '

Growth, domestic savings and fixed capital formatian

2le. Accordlng.vo—ihe prOV1sional Pstmmates prﬁpared by +the BCA Secretariat,
GDP at ¢oastan® prices in developing Africa as a whole rese in 197C by 4o6 -
per cent compared Witk 503.per, cent in 1977, 6+5. per cent In “976 and 3 per .
. cent in 1975, The prelimipary informdcion for 1970 points to a g?owth rate

of some. 5.5 per cento, The. average ammal rate of real GDP for the years 1975
to 1978 was 506 par Qent conpared with an’ avcrage of 4,7 per cent attained
during the years 1970-1975. This relatively. inproved dcvelcpwyﬂt performance
is encouraging considering the continued worid recession vihick has adversely
affected the exports oi the developing African countrics, The ncdest accelera—
tion in tau pasr three yearz.is partly ascribed to the increased inflow of
extg;r sistance and partly te the ~hcreased efforts made by, African
develogino countries Eé%h to stabilize thelﬂ docenomies ana to utiilze existing
capacitjes in agricultire and 1ndustry more effectivnlyo ' '

22@ Houever; tnn'above ve"agesq' atlsfactory as thev seem, oconceal qericus
dlspa“1b1es in the performance of Afrjican developing countries classified into
oil. and non—oil—expo~t1ng countries and the digpar1u1eq are cven wider if
countrles are LlaSbifled uccordlng to per ¢ ganita incore groupse

T 2%e Whi.le "‘f"e ma jor o:x.l-expo"tlng cmrr!:r:.«ns a:!.d those with higher Eer E
income’ ranglng between  $US 300 and $US KOO in 1970 schieved ammial growth rates
of 7°b pey.cenpt and 5.5 per cent respectiveiy durzng the ,rear~ 1670 to 1978,
__the non~011wexpo"tinp countr1es of Afrieca acﬂieved nu*h mewe modest average
anmual incroases of a mere 3,8 per cent or 1.l per cent on a per p_capita basis’
during the reme period, Couatries with GDP? of less that $US 100 per canita’in
1970 achieved an average annual pgrowrh rate of real GOP of a mere 3c1 per er cent
yearly or only 0.5 per cent on o per ¢ cavita basis deoring the same perdiodo

-«
e

,Zh, The. ﬂ1nu?‘ vﬂowth of real GD'3 for tte major ollmexoo*tlng courtries howeVer
'has been tapqﬁ:Jg'ﬁff since the record growih of 12o6 per cent 1n“'976 ma1nly
‘because of .ceries cf stabzllzatlon measucses 1ntroduced ﬁo curtall thelr OVer=
‘heated economies which resulied from ‘the substantial expgnsicn ;ﬁ ;ed capital.
fogmatlon and government cansumptlop expenditure foll owing the lar~e rise in
_oil-prices in 1973: This had culminated in h1gh levels qof “nflation ard. .,
deter1orat10n in tha balancemofmpayment sition for a nurber—o* there eountr-_
jes, which reculted also from the subuequen* slow grovth ratas.1n the volume

of their petrolcum exporis: Cun the other hand, the g“owtn rate of real CDP

for the non~oil=exporting countriles has beon shcw;ng some acceleration owing

to their efforts to rehabilitate agriculture and to ulilize existing capacities
in manufacturing after the serious draught which affected many countries in 1975.




E/CNeld/ 759
Page 7

25 n the subregional level, North Africa achieved the highest growth rate

of real GDP with a figure of 6.9 per cent yearly between 1970 and 1978
followed by West and East Africa with 5e4 per cent and 2.6 per cent respectivelyo,
In Central Africa annual growth rate of real GDP amounted to a mere 1,1 per

cent and there is z tendency for the rate of decelerate seriousiy to negative

ratesc

26, For developing Africa as a whole the degree of self-reliance, judging
by the share of domestic savings in ( .P, improved sligh.ly and rose from
17.6 per cent in 1977 to 15 per cent in 1570e ‘ihese averages however conceal.
different performances in the domestic savings efforts between the major 011
and non=oilwexporting countries.

27+ Following the substantial expansion in fixed capital formation and
increased consumption expenditure by the major oil=exporting countries; the
share of demestic savings. in CDP declined from 28,4 per cent in 1970 to 1505
per cent din 1975, rcflecting a negative marginal propencity to save of 0s15 per
cent during those years. However, as a result of a series of stabilization
measures introduced in recent years, the share of domestic savings rose to

22,8 per cent in 1978 which implies a positive marginal propens1ty to save

of 0.Ki per cento ‘ .

28, For the non-oil-exporting countries, the share of domestic savings in

GDP rose from 14,9 per cent in 1970 to 1566 per cent in 1975.and 16.9 per

cent in 1978, Consequently, these countries boosted their marginal propensity
to save from 0519 in the period 1970 to 1975 to 0,27 in 1975 to 1980, However
those countries with low per capita income particularly those with GDP of

less than $US 10C in 1970 experienced serious declines in their share of
domestic savings and their marginal propensity to save fell from a positive of
0015 during the period 1970 to 1975 to a negative 0,18 during 1975 to 1978,

29, For developing Africa sa a whole, the share of fixed capital formation in
GDP rose from 17.9 per-cent in 1970 to 24,7 per cent in 1975 and 26,4 per cent .
in 1978, Here again. there were some disparities in performance. lhile the
share of fixed capital formation in GDP rose enermously in the major oil-
exporting countries from 21.5 per cent in 1970 te 38¢8 per cent in 1975 and
41,2 per cent in 1978, the share of fized capital formation in GDP in the nonw
oilm=exporting .ocuntries stoocd at 151 per cent in 1970, 1740 per cent in 1975
and 18 per cent in 1978. While the modest shaie of fixed capital Yormavion

in the major oiluexporting countries between 1975 and 1978 can be ascribed

to measures taken to curb their overheated economies, that of the non—6i1-~
exporting countries is partly due to inereased domestic savings efforts amnd
partly to large inflows of externmal assistance. :

304 The-significant-decline'in‘tbe capital/oﬁtput ratio for the non—oil-
exporting countries reflects the increased efficiency in capital investment
and the relative success in the measures adopted to utilize existing capacitye.

3le In summary it can be stated that the recent acceleration in the growth of
real GDP between 1975 and 1978 as comparad to 1970 and 1975 stems from
accelerated savings ratios, increased fixed capital formation. lower capital/
output ratios, reduced import elasticities with respect to GDP and increased
export efforts supplemented by expanded foreign capital inflows,
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32, Data for 1979 are not -available, but the preliminary and incomplete
information available late.in 1979 and early in 1980 point to an average
annual real growth in GDP of 5.5 per cent for African developing countries
as a whole, - But, behind this 5.5 per cent growth rate projected for 1979,
there wili be accelerated growth in the oil-exporting countries and a
deceleration in the rate of real expansion in the non—oil~exporting African
countries; particularly the least developed and low income countries. Thus,
the prospect for 1979 in this group of cuuntries is for continued stagnation
in real per (.ipita income against an increase of a mere 1 per cent achieved
yearly for the years 1970 to 1978, The hope for the reversal of the trends
vhich began in 1975 does not seem bright. -

Agriculture

33, The vear 1978 was better than average with the index of agricultural out-
put based on value added prepared by ECA recording an increase of 2.9 per cent
for the region as a whole compared with a mere 1 per cent in 1977. The greatest
increase was in food production which went up by 4e5 per cent in 1978 compared
with the long~term trend of 1,9 per cent attained in 1970-1978, While cereals
production, which is very sensitive to weather conditions grew at a rate of

12 per cent, roots and tubers production grew at the more modest rate of

169 per cent,

34 The nutput in 1979 however was below normal. According to the early
varning system of FAO there were widespread unfavourable crop conditions

in many parts of West, Central and Eastern Africa during 1979, and they are
likely to have affected cutput unfavourably and reéduced the growth to rates
below the long~term trend. The average anmual growth rate in agricultural
valuz added at constant prices between 1970 and 1978 was 1.6 per cent a year
according to ECA estimates while growth according to the FAO production indices
was le&t per cent a year. The rates of growth in food and agricultural production
were far below the 207 per cent population growth to speak nothing of the
increéase in per capita income, Self-sufficiency ratios in food production
declined seriously and imports of foodstuffs increased substantially, thus
imposing a heavy burden on the balance of payments of African developing
countries. For déveloping Africa as a whole, food imports have been growing -
by 9.6 per cent a year during 1970-i978 against 2.7 per cent only for exports,

35. What is even more disturbing is thav theve were wide aispairities i
performances In 1978, North Africa's agricultural value added increased at
constant prices by 4.7 per cent while that of West Africa rose by 3.5 per cente
East Africa attained a ‘growth rate of a mere 0.0 per cent and Central Africa
a mere 0.9 per cent: For the 1970s as a whole the average annual growth in
agricultural output was 3.8 per cent for North Africa, 1.5 per cent for East
Africa; 009 per. cent for West Africa and a negative growth rate of 0,6 per

cent for Central Africae. ' : -

36. In recent years a number of African developing countries have been
promoting the establishment of agricultural institutions and pursuing policies
to achieve self-sufficiency in staple food stuffs and reduce the vulnerability
of their economies to the vagaries of markets for a few export commodities.
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Ley element of the agrlcultural pOllClEu 1ntroduced include the provision of

'mub81dlzed agricultural services and supplies such as fertilizers, farm
implements, improved seeds, extension services, easy credit, farmers tralnxng
and seed multiplication centres,’ transport, storage ard marketing facilities.
An additional element has been thé selective setting of producer prices at.
remunerative levels so as to stimulate farmers! 1n1t1at1veu and encOurage
speciflc crop production and - 1ncreasea 1n rural 1neomes. '

37« In Benin and Hali for examplc, sxgnlflcant 1nvestments were inJected in.
agriculture with the intention of harnessing. the éauntriés® water resouirces
and offsetting irregular rainfalls, improving yields and promoting orop
diversification. In Somalia, the Govermment's agricultural policy has been .
primarily geared to the production of staple foodstuffs by 1980 and, there- .
after, to produce surpluses for export. At the same time, it is intended
to. reduce reliance on dry-land farming by expanding irrigated cropland in ‘
order to mitigate the impacts of future droughts. ‘In Swaziland, the Governmet
has introduced some limited tax measures designed to’ encourage landowners -
to cultivate idle land or sell ite In Mali and the Unitéd Republic of Tanzanla,
a reserve stock of grains is being built up with a view to protecting the
populthon against further droughts.

38._ While the . efforts made S0 far by a number of - Afrlcan develoPing GOuntrxes
'”'t agrlculture production.should be commended; it is however, in the

use of agricultural inputs (fertlllzers, tractors and irrigation measures )

that developing Africa has failed to show marked improvements. Uhile average
fertilizer consumption in Africa was 9 kilogrammes per hectare of arable land.
in 1977, it varied significantly among the different subregions. For instance
North Afrlca, consumed .ten times more per hectare of arable land than Hest and
Central Africa. In some countrles'(Ghana, the Ivory Coast, Senegdl, the United
Republic of Cameroon, Angola, Kenya, Mauritius and Swaziland) large quantities
of fertlllzers are used on export: cr0ps rather than on staple foodrstuffu.

39 " The number of tractors in use in devglgplng Africa increased from 175,700
in 1970 ¥o 249,600 in 1978 or.at an average rate of L5 per cent per annume
In-1978, 52 per cent of these tractors were concentrated in North ‘Africa
compared with 28, 7 and G per cents in East and Gouthern, Yest and Central
Africa respectivelye Uhile there is one tractor for 220 hectares of arable
land in North Africa, the ratio is one for 5,245 hectares in:ilest Africa, one
for 2,155 hectares in Central Africa and. one for 790 hecfares for East and
Southern Africa. :

40, - Developing Africa, outside North Africa had an. averége of 46 square metres
of irrigated land per_capita in 1978 as agalnst 680 square metres in North
Africa,

41 In summary, whatever the yardstick used for this purpose, intensification
of agriculture (use of fertilizers,. tractors and irrigation} is much more
advanced in North Africa than in the other subregions. Notw1thstand1ng this
fact, however, North Africa is still the.largest importer of cereals and has

the lowest self—suff1c1ency ratlo in foode All indicators in fact seem to

show that’ the pqtentlal for 1ncrea51ng food prodiction in the rest of Africa
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is much higher since the other subregions outside North Africa have barely
started to apply more intensive methods to the productien of basic foodwgtuffo,

Manufact?rﬁgggl

42. Tn 1978; manufacturing output rose by about & per cent for developing
Africa compared with 7.7 per cent' in 1977, 9.7 per ceat in 1976 amd 6e7 per 77
cent for the years 1970 to 1978. The prospect for 1979 is for some accelera= ‘-
tion but these averages conceal wide disparities in performance among the
African developing covntries elassified into major oil and non-oil-exporting -
countries and by the 1970 per capita income groups. thile the major=oil~
exporting countries and those with higher per capita income ranging between
$U3 300 and $US 40O achieved average annual growth rates of 11,7 per cent

and 7¢2 per cent respectively during the years 1970 to 1978, the non—oile-
exporting countries of Africa achieved an over-all anmual growth rate of

5e¢1 per cent during the same period: The gap becomes even more seriogs if the
growth-of manufacturing output in the lowest income group of countries with

a per capita GDF of less than $US 100 which rose at a meta 3e7 per cent =
during the years 1970--1978 is taken into account, :

43¢ On the subregional level, West Africa achieved the highest growth rate’

of manufacturing output of 9.3 per cent yearly between 1970-1978 followed

by North Africa with 6.7 per cent yearlye The rates of growth of manufacture -
ing output’ in Central ahd Eastern Africa were 1.6 per cent and 4.6 per éent -
respectively during thz same periods S T o '

bhe ‘Behind the recen: accelerated expansion in manufacturing output are the
active rehabilitation and stabilization measures designed to utilize existing
excess capacity more effectivelys 'Another important factor in the exXpansionary
trend is the relatively large increase in agricultural production in 1978 with
an important part of mam:facturing being agro-basede Furthermore, the high
level of investments undertaken in a large number of countries, particularly
in the oil-exporting ones assisted cansiderably in raising the level of fixed
capital formation, The volume of investment undertaken by some non—oil- ‘
exporting Af:ican countries has also been sutstaritial such as the Ivory Coast,
the United Republic of Camcroon, Kenya, the Uauted Republic of Tanzania and
Malawis ' : o o o _ '

-

45¢ In some countries, there is a shift away from import substitution towards
export—oriented industries as the limits of the internal market are reached,

A large number of others have set up industrial promotion agenciés and have
made claborate investment codese With the pressurc of unemployment, there is
now a tendency to prefer labour-dntensive industries over capital~intensive
Industries; Greater attention is also being given to the profitability of
industrial ventures, especially in those countrics where the State sector’
accounts for a large share of industrial output but has not brought about

the expected benefits One important endeavour in the development of mamufactur-
ing industry in African developing countries is in the area of industrial
co~operation, as can be seen from the joint venture between Togo, Chana and
the Ivory Coast to build a joint cement clinker plant, Another example

of industrial co—operation is the one taking place under the framework of the
Mano River Union betwcen Sierra Leone and Liberia, Tt is hoped that the o
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creation of the ECOWAS to which a large number of Wést'African'Stafes have
adhered, will ‘be instrumental in speeding joint projects and industrial co~
operatione C ' - o ‘

46s Despite the efforts made by a nuitber of African countries to speed up
the process of industrialization, growth is being constrained by a number

of factors. = Among them are the lack’of ‘capital, the limited size of the
markets, the shortage of managerial and technical skills, overvalued exchange
rates, protectionist policies in devcloped countrics, crtended delays in
deliveries of raw materials arising from congested infrastructural facilities
and failure to utilize capacity effectively, shortagss of power, the high
level of wages, and deterioration in the balance o payments which has lod -

" to the restriction of imports of both raw materials and spare partse s

External trade and baiance of payments

47. The volume of world trade rosc in 1978 to $US 2,419,9 billior compared
with $US 2,081,3 billion in 1977, an increase of 1548 per cent at current
prices and 4.3 per cent in volume terms with unit values recording an increase
of 10,8 per conte The increase in volume was disappointing and below the
-average level recorded since 1975, @ o ‘

48, While cxports from developing Africa declined from $US 478 billion ‘in
1977 to $US 4642 billion in 1978, imports increased more from $US 49,3 .
billion to $US 57,1 billion during the same period, The trade deficit of

$US 1.5 billion recorded in 1977 sharply rose to $US 1049 billion in 1978,
While export volume dcelined (1970=100) from 102 in 1977 to.30Y in 1978, the
volume of imports rose from 192 to 205 during the same pericdo Import prices
rose by 8.6 per cent while c¥port prices showed a fall of nearly 3 per cent
80 the terms of trade deteriorated from 159 {1970=100) to 143 or by 10 per
Oem. -

49« For the major oil-exporting countries, exports declined from $US 2846
billion in 1977 to $US 26.9 billion in 1978 or by 5 per cent while imports
rose from $US 22.8 billion to $US 27,2 billion during the same peribde
Consequently, the major oil~exporting countrics registered a trade deficit -
of some $US 0.3 billion in 1978 compared with a trade surplus of $US 5e7
billion in 1977, Their export volume declinéd from 96 (1970-100) in 1977 to
93 in 1978 and their terms of trade detcriorated from the figure of 269

(1970=100) recorded in 1977 to 242 in 1978,

50s For the other developing African countries, exports increased from

$US 19,27 billjon in 1977 to $US 19430 billion in 1978 while imports rose
from $US 2644 billion in 1977 t6 $US 29,9 billion in 1978, Consequently, the
deficit on merchandise trade rose from $US 7,2 billion in 1977 to $US 107
billion in 1978, The unit value of exports fell by 2 per cent while for
imports there was a'rise of 846 per cente Thus the termis of trade (1970=100)
fell from 100 in 1977 to 90 in 1978, = _

5l Crude petrolume exports from developing African countries fell in volume
and there were also substential falls in the prices of the three beverage
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commodity exports —~ coffec, cocoa and teas Up to 1977 the oilm~exporting
countries had managed to raise their export volume substantially from the
low point of 1974 but in 1978 there was a fall in the quantities of crude .
petroleum exported of about 3 per cente The years 1979 and 1980 will see
high surpluses in the major oil-exporting countries but for the remaining
countries taken as a group the large deficit which has been a feature of the
trade scene since 1975 will widen despite increased prices for certain
important commodities exported from the regione

52¢. The trade pattern of the African region continues to be characterized.
by various concentrationss Firstly, over 80 per cent of both exports and
imports are handled by only 12 countries of the region, four of which are
oil-cxporterss Secondly, export trade is concentrated on a relatively

small range of primary commodities and, thirdly, most of the trade is
conducted with the developed market economies which, in 1978, accounted for
8345 per cent of the region's imports, Intra=African trade showed a disappoint-
ingly slow growth of only 7.3 per cent between 1975 and 1978 compared with _
an increase of %41 per cent in total exports from the regions The disappoint-
ing record of intra=African trade can be partly aseribed to the poor intra-— .
African commmications systems, trading practices and institutions which are.
geared to overseas trade and to the inconvertibility of African currenciess

53« Over all, the balance~of-payments situation in 1978 was in marked
contrast to 1976 and 1977, The major oil-exporting countries in Africa recorded
a large deficit of 3US 5,8 billion on the goods and services which was covered
by a large inflow of capital amounting to $US 345 billion and by the ruming
down-of international reservess The prospects for 1979 and 1980 are for large
surplusese For the non—oil—exporting African countriés, the net deficit on
goods and services in 1978 was about $US 9.5 billion as compared with $US 7.6
billion in 1977, The outlooks for 1979 and 1980 are for larger deficitse

The deficit in 1978 was covered by private transfers amounting to $US 0.3
billion, official transfers and grants totalling $US 2,45 billion, net capital
inflow of {US 5,9 billion and a reduction in international reserves.

Resource flows and extornal debt

Y

54e The total net flow of rescurces to developing countries as a whole rose
from $US 19472 billion in 1970 to {US 80,04 billion in 1978 or at an average
anmal rate of 19 per cent at current prices and at 8 per cent per annum at
constant pricess During the 1970s official development assistance (ODA) rose
at current prices at an average annual rate of 1345 per cent yearly while none-
concessional assistance rose to 22,6 per cent yearly with the result that the
share of ODA in total flows declined substantially from L4 per cent. in 1970
to 30 per cent in 1978, Furthermore, the 1970s saw a change in the sources
from which the financdial resources originateds, While the share from DAC
countries rose from 71 per cent to 77 per cent of total resources OPEC and
multilateral agencies increased their respective shares from 3 per cent and

9 per cent in 1970 to 7 per cent and 12 per cent in 1978.

55« Generally speaking, there has been a hardening in the terms and conditions
of resources flows to developing countries mainly as a result of the relatively
rapid expansion in non~concessional flowse From DAC countries the share of
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concessional fiows, ag, measurcd by ODAg declined irom 4O per cent of total
resource flows in 1970 to 21 per cent in, 1979 waever, both OPEC countrles
and mult;;ayeaai agencies 1ncrbaupd ‘their sheare of QO&LG&%lOHﬂl assistance
from 64 per cent and 61 per cent in 1970, to 68 nﬂr cent .and 53 per cent 1n
1978 re;pcutzveTvq S

.’J_

56. '”he net flow of resources to developlng éfrxca rose from wUS 13 bllllon
in 1975 to HUS 19 biilion Jn 1973, aa avevage znmual rate of 1ncﬂease of 1305
per ceat at c. rrent pr*cﬂsa At consti ot lQFO prices, t-2 inorease was a

mere 2.0 per cent vearly between 1975 auc ;J,UH iu addition o the over-nll
slow growth, the share of ODA flows in both rescarce flows to developing
Africa fell from 527, per cent 1n$1975 to A4 per cent in 1§78, and at 1970
priges, thene was an actual decl:ne in Qi flows to &fvlcu bvtween 1975 and

it

1978, Africa’s shave in total resource disbursemenis to all develcping

chuntrles dea cL_nﬂd from 9dnG DLL cent in 1975 vo 26 per a=nt in 1978,
57« - Fou ﬁa p;rg Africa 25 a2 whole, there has Deen some hardening in the
terms. Jor lcan comnitments and. grant elements in loan flows narticularly in’

the per*oa De*uecs 1970*1974, Lh¢¢_1s anplv bPOLgAL % by the deciine in
‘the .average. mmnber of yecrs of thp.matquty of loens to developing Africa
(otheh than Howtb-ﬁir1aa) firom 25:4 years in 1070 to 19 yeavrs In 107?, and
in the jincreage in ‘the rates of interest from an average of 35, par cent in
1970 to S5eb per cent in 19779 Furthermore, there has been z decrease in the
grant element in total loans From &6 per cent in 1970 to 30 per cent in 1977
and a decline ia the grace periods

530 Bofh the oabmexfort1no and non-011~exbortang Afrm,an councrleb reglsfered
inereases in resources flows at ourﬂpnt priggse Yor ihe nonfozlworoduc1ng
couniries of Africa the ¢ncrﬁase in tctal resonr ce. f ows al onrrent prices
was 30 per. cent between lgﬁB and. 1978 o 12 pe, ccnt yearly on average; .
althoagh at constant priceq ‘there was no increasz. The net flows to the cil-
crporting eountries rose from $US 2,154 milldien in 1975 to $US 4,859 millien
in 1978 with 21l the increase being due to the Plpld increase in private
capital £1ois which,. at constan! prices, increascsd by 71 per cent between 1974
and 1978 and accounted for 95 ner ccat of these countries’ total receipts in
11978, . The share of ODA from DAC countries and muitilater al agencies‘neceived
by the non-oil A;rjcar exporing u,A“N:ifa froreas:d from 9318 ner cent of the
total- flowv t . Afrigan devoleping covrtries in 1975 to 7 per cent in 1973,

59. -Over dll, it 1u‘est1natcd ihat the. e”icﬂﬁal ﬂeht bu"den of davel oplng
Afrlca increased 0un_t1nt*allf dur;nb the 16708, Jthe vaerp1np 1".f1"::.::=.a.“=
excl‘..ld"!’}’! tiorct, Africa, owed WUS GaQ _illion 3in 1974, the debt vose by, an o
annual average of HUS 2.5 bllllun a vear and amounted to U5 17.4 billion by
1977+ The exterral public debl service paymen® as a preportion cf axpe“ts of
.poods and services has. as a consequerca, viseu very fast and is es +1mated
_to have been around 8 per cent in 1577 Houzver, the external nublxc debt
service patment z8s a proportion of exports of goods and services for a number
of individual countries is much larger than the African averagea This is
particulariy tiue of. Gumnea (4305 per cent), Fgypt (22,8 per cent), Zambia
(1846 pﬂr cent }, Sig cria (Lﬁcg per c@n‘) the Ivory Coast (12,2 per. ubrt) and
Togo (11 C per caoin )c i : T ‘



E/CN.14/759
Page 11

60« The same unfavourable trends reviewed above continued in 1979 with regard
to both inflows of aid and the extermal debt burden of African developing
countriecs, In countries such as the Ivory Coast, where the debt ratio had
risen to 12,2 per cent in 1977 and where a large proportion of the money
raised has been invested in public works projects with a low rate of retumm,
the government attempted to restrain the incurring of new debt and to curtail
public investments., In Gabon, despite its high oil revenues, a regorous
‘austerity programme is being implemented to repay its debts.

Monetary developments and inflation

6l. Taking the 34 countries for which menetary and price data are available,
the average annual growth rates in money supply (defined as demand deposits,
currency outside the banking system and quasi—money) accelerated substantially
between 1970-1973 and 19731976, While five countries experienced an average
annual growth rate in momey supply of less than 20 per cent yearly during
1970-1973 the average annual rate of expansion exceeded 20 per cent in 27
countries during the years 19731976, The most recent data show that., owing
entirely to the large decline in net foreign assets held by the banking
system, the average anmual rate of expansion in money supply was below 20 per
cent in 18 countries in 1977 and in 17 countries cut of 31 in 1978. This
declaration seems to be continuing in 1979 partly because of deliberate
policies taken to curb the growth of domestic credit.

62. Judging by the average annual increase in consumer prices, the rate of
inflation has somewhat abated thanks partly to the fact that the unit value
of imports in 1978 increased significantly less than in previous years. The
average annual rate of increase in the weighted consumer price index, which
amounted to about 12 per cent in 1975, rose to 14.3 per cent in 1977 but
decelerated in 1978 and perhaps in 1979 marginally to 12,5 per cent, In 1975,
consumer prices rose by over 15 per cent in nine African developing countries
while the number of countries recording consumer price increases of over 15
.per cent incéreased to 11 in 1977 but declined to 7 in 1978 namely. Algeria,
Kenya, the Sudan, Ghana, Nigeria, the Upper Volta and Zairea

63. With the increase in consumer prices during the years 1976 to 1979 amountr
ing to an average annual rate of 13 per cent as compared with a rate of about
7 to 8 per ce t in developed market cconomies, i* seems that the competitive
position of African exports vis~d—-vis the developed countries continues to
deteriorate and the over~valuation of currencies is being accentuated, thus
encouraging imports, discouraging exports and widening balance-of-payments
deficitsa

6Ls The continuation of high inflation, albeit at a lower pace, created

strong pressures for wage. increases in almost all countries. Government workers
and employees of the organized private sector which are covered by a protective
legislation and in particular by minimum wage laws were the best situated to
press for higher wages, and substantial raises were granted by a number of
Governments, Particularly high increases were obtained in the Niger (30 per
cent in 1978 and 35 per cent in 1979}, in Ghana {the minimum wage was doubled
in the civil services in 1977 and further rises of 20 per cent and 5 per cent
were granted in 1978 and 1979), and in Morocco (the minimum wage was raised
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by 30 per cent in 1979) but in most cases wages barely ‘kept abreaSu with
inflation, declining in real terms in many casese In Chana, the high wages
were insufficient to make up for inflation lossess - In Zaire, where prices have
increased almost five times since 1975, the fall in the real tages of the urban
workers nas beea sceverc as they cannot fall back_on their own food production
like farmers. On the other hand, Governments taking account of workers?
grievances, have attc.pted to preveat the rapid wage . increases which accentuated
iniflation and the competitive position of exports,  In fact, some Governments
have effectively frozen official rates of pey for a number of years as in the
Congo whers civil servants? pay has remained at the same level since 1975, In
Ethiopia after large increases in the period of structural change in 1974/1975,
vage iteo have been strictly controlled: In the Ivory Coast, the Government
gronted increase in wzges of 25 per cent in 1975, but in 1970 in an effort to
curb inflation and preserve the position of its exports a raise of 10 per cent
only waz aliowed in consultation vith trade unions,

65. From aanuary to Ootober 1979, the Internat1ona1 Mbnetary Fund approved
stand-by arrangements and compensatory financing facilities for seven African
developing countries, namely, dényat Uganda, Zaire; the Congo, the Unhited
Republic of Tanzania, Ghana and the Sudan as against the same number for the
whole in 1978, The stablization programmes in most of these countries are
aimed at curbing inflationary tendencies and reducing budgetary deficits in
order to rectify basic balance-of-payments deficitiese -

Egonomic growth, emglgzmenti income distribution and-mass poverty in the

African developing countries

66s The 1978/1979 Survey of Economic and Social Conditions in Africa contains

a special study entitled "Economic growth, employment, income distribution and
mass poverty in the African developing countries". According to this study, -

as a result of the poor growth performance of national inccome, agriculture

and industry; particulerly in the middle- and loweincome countries, the demand
for labour grew at modest average annual rates. The position was compounded
by the decline in labour intensity in both the manufacturing and the agricultural
sectorse In the mamufecturing sector the employment/outsut ratio declined,
during the 19705 as a whole because of the slow growth in ocuitput, tuc shift to-
wards some heavy industries and increased capital intensity.

67s In agriculture, labour intensity per unit of land has been falling in
spite of the fact that the estimated elasticity of output with respect to
labour in that sector was 0.70 compared with the elasticity of output with
respect to aereage of a mere 0,23 which underscores the impcrtzace ol labour
intensity and the overhauling of the existing tribal land holding system in
many African countries for increased output and employment.

68, The unemployed and the undercmployed in the Africcn developing countries
are estimated at some 63 millior persons or 45 per cent of the total iabour
force in 1975, Vhile the demand for labour rosc marginally during the 1960s
and 1970s; the number of entrants into the labour force was inercasing at
accelerated rates as a result of the fall in infant and childhood mortality
rates after World War II, With the spread of education during the last two
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decades there was a shift in tbe composition of the unemployed; with growing
propertions of them being the cducated youths This could sooner or later
endanger the sogial edifices

69 The study derines social justice as a change in the direction of increased
economic -squ-lity. The objective is not to schieve ab olute equality which
would dampen ircentives bul to achieve au egualily 'of opportunitiese. The

often propounded conflict and trade-off between growth and equity depends upon
the set of policy instruments which are available and able to solve the problems
confronted, lany African countries do not master the application of the
available policy instruments, to say nothing about the need for innovativ

new policy measures., : _ . . '

70s From the point of view of the welfére of the peoplé,of a country,
emphasis is placed rot only on income distribution but on the absolute level
of a. country?s national income:

7ls The study on income distribution reveals that (a) on a per _capita basis,

urban incomes are about three to four times those in the rural areas, which is
ite high compared %o the ratio of 1 to 0,8 in the develaped countries;

?g) disparities in exnenditure are not as prenounced as those of income,

which suggests that mest of the fanily savings are genewated in the urban . -

arease This tendency i35 likely to perpetuate income inequalities in the future;

(c) income inequalities are consistently larger in urban areas as compared with

the rural areas; {d) the distribution of income scems to have deteriorated

in a large number of African developing countries; and (e) there seems to be

some relationship between income inequalities and land distribution at least

in the rural areas., . : .

72s The poorest 40 per cent of the population in developing Africa as a
whole had an income share of a mere 14 to 15 per cent of the total income,
while the richest’ 20 per cent of the population shared 53 to 55 per cent of
the total income among themselves, The share of the top 20 per cent of the
population in develcping African countries is about 10 percentage points
higher than the share of the tep,,20 rer cent of the population in developed
countries, What is oven mcre startling; is %% the richest 5 per cent of
the population in Africa account for one quarter of the total income or about
double_the share in total income of the poorest 4O per cent . of the population.

73. About LO per cent on the average, or about 147 million people, had a
yearly average per capita income of about $US 130 at 1975 current market
prices.  Thesc can be classified as "destitute" or seriously below the poverty
lines, The second income group forming-30 per cent of the total population

or 110 milliog'persons who had a yearly average_per capita income of about

$US 255 at 1975 current prices may be considered as "seriously poor”, or on
the verge of poverty. These two groups, the destitute and ‘the seriously poory
together amounted to 257 million persons or some 70 per cent of the total - -
population of developing Africa in 1975,
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7ke The great ma,;;or:l.t-y of the senwsly poor seems to 'be. the’ unemployed,
the underemployed and those working on . low productivity jobs together with
their dependent family members. This conclusion emphasizes that mass poverty,
income inequalities, unemployment, urﬂere@loyment and employment -on Low= . ,
productivity and low—d.nccxne jobs are associated with poor utlhzatim of
human resourcess

< PR -'-'4‘;=-r -
- -t

e .Lm.l‘l* ‘..., ‘e 3

Toe The w{_i_.giespread *poverty m developmg -Africa: steans from.the low level of

capita incomee It should also be noted that the Gini éoefficients show
that income. d:.stribution in i:he least developed African countries is less

pronmnced than i.n the non-least Afriean developing cotmtries. Mass poverty”

+

Pty

r capita income ‘rather than greater differentials in income distributicn. :
Hence- mpeh ]arger GDP growth rates are essential in future for the sa.tﬁ,efactim
of the basic needss Accelerated growth in the future should also be accqnpan- N
iedbyd:.stribut:we measurese ; R o

75¢ The study cautions that an.- inten:ational hasic needs programe could
~ degenerate into a global charity programme if it is not structured to -
encourage national self-reliance and self-eusta.iment. The approach should.
rather be directed to the ability of the country to produce its basic needs o
for :I.tseLf. "Of course, the present intermational order is a serious ‘constraint.
to a coun;try expandmg its exports, output and employmenty and it ccntrilmtes
to the underutilization of human resources. Indeed, a basic needs approach
should take into full cansideration the country's ability to expand its = =
productive ‘capacity 50 ‘as to produce the basic goods and services needed :
mtionally- ‘ __ : ‘ : _ :

77« The study shows that the efforts s0 far being propwnded in the nati.ena.l
development plans of many African developing countries are of- ‘marginal utility .
" in coping with the most serious.problems of the day, namely poor utilization =
of human rjesources reflected in the rampant unemployment , underemployment and
engagemetrl: in low-p‘rOductivity jobs, income inequalities and mass povertys

1L, PERSPECTIVES OF THE AFRICAN REGION IN THE 1980s AND POLICY IHPLICATIONS**

78 On 15 December 1975 the General Assembly adopted resoclution 3508 (XXX)
calling for the examination of longw~term trends in the economic development
of the world regionse The resclution requested, inter alia, the regional
commissions to prepare studies on long~term trends in and forecasts of the "
economic development of their respective regions taking into account the
national development programmes of imiivjdual countries and the particular -
characteristics and priorities of the regionse In 1977, the Economic and
Social Council adopted resolution 2090(LXTII) which, mter alia, recommended

*e Summary and conclusions of document E/CNelk/737.
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that the re%!.anal comnissions should comtimue and further expand their _
studies of long~term trends in their regaons in order to reach practical :

conclusions regarding the expansion of economic co-operatitm both on a

regional and on an international scales The Council affirmed that the regimal
commissions should bear in mind long-term prospects for the economic develop~
ment of the regions of the world during the elaboration of the new international
development strategy,

79 The Committee for Development Planning at its twelfth session 1 i/ reiterated

the view that the study of long~term trends in and forecasts of ‘the .economic -

development would provide a useful framework for both a retrospectlve o

analysis and a forwdrd look to help in designing and implementing appropriate '

development policiess At the thirteenth session, 2/ the Commitee elaborated

on the mutual relationships among the various regions and examined methodolog=

ical piidelines for further examination of the development tremds in the - --- -

regionse At the fourtcenth session, 3/ the Committec envisaged and observed,,

inter alia, that there was a great variation in the nature and ‘sqope’ of the _

studies as well as in the methodologies useds 1In 1979, at its fifteenth

session 4/ the Committee further elaborated that the provisional results -

of the quantitative perspectives suggested that an average anmal rate of

growth of gross domestic product for the developing countries as a whole 7

above the 5 per cent target ‘in the International Development Strategy for .

the Second Development Decade was poss:i.ble, perhaps even rising to 7 per cent

in the 1980s. The Committee considered the doubling of the ita ‘ingome

of the low~income group of countries (including the least devel by the year

2000 to be the most important objectives At its sixteenth sessim in 1980s,5/

the Committeé recormended variois specific objectives which included a growth

rate in GDP for developing countries of 7 per cent with a per cgp.ita growth -

of 4e5 per cent in the 1980s; agricultural expansion of /4 per cent, manufactur-

_ ing output growth of 9 per cent, (9.5 per cent for low-income eountr;es) export . -
growth of 745 per cent and import of not mQre than 8 per cerrt. ‘ A

80, In the ECA secretariat, the focal point- for the elaboration of an _
Internat:.onal Development Strategy for the Third United Nations Development
Decade was the preparation of an African Strategye In March 1979, the fifth
meeting of the Conference of llinisters and fourteenth session of the Economic
Commission for Africa in Rabat adopted resolution 332 (‘Hv) on the development

T

1/ Beport on the Twelfth Session, /5793
2/ Report on the ‘I‘hirter.'.nth Sesston, F/5930.
3/ Report on the Fourteenth Session, E/1978/15,

L/ Report on the Fifteenth Session, [/1979/37.

5 See Gommittee for Development Flanning Report on the sixteenth session -
7-16 January 1980, 7i9§07 3.
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strategy for Africa for the Third Development: Deeatde. According to this
“Strategy, as far as the African region is concerncd, the new intermational
development strategy should scrve the following objectives: (a) the
establishment of sclfwsustaining intcrnally located processes of developmeat

and economic growth at the national and/or multinational levels; (b) subregional
and regional collective self-reliance; (¢} developrent of human resources to
ensure their greater participation in the development process; (d) broad based
participation in the development process concurrent and' consistent with equitable
distribution of the gains of: sccio~economic dovelopmeri%; and (c) acceleration
of the industrialization process on the continent inﬁthc context of the social
and economic enviromment of each cowrtry and not as a simple importation of -
foreign industrialization patterns. The Strategy recomends that the priorities
fer the next United Nationz Development Decade should include *he attainment of
regional self-sufficiency in food; the establishment of sound industrial bases
the physical integration of the region through transpost and commuricctions:

the development of capabilities required to establish uoverelgnty over the
region’s natural resourccs the attainment of a substantial inerecase in the
-present meagre 4 per coent sharc of intra~African trade in the total tradé of
Africa and the establishment of mutually beneficial and: equitable relations
between ﬁfrican countrles and the rest of the world. i

81, further, in 1978 the ECA seccretariat submitted to the seventh sessicn
of the Confercnce of African Plamners the preliminary specifications and
forecasts for a sample of eight African countries and the Conference was
requested to make comments and suggestionss The Conference noted that the
-model was basically sound and useful, J3ugpestions made included the in—
corporation of social objectives in the model subject to the availability

of data; the further disdggregation into sectoral variables wherever data

were available; a more exhaustive examination of the agriculture sector and
choice on appropriate base vears Also, the sccretariat endeavoured to keep
in constant touch with individual planning officials and to harmonize its
work in the field of projecctions with the other agencies of the United Wa+1ons
that were 1nvolved in the studlea .on long=term development trendse

Y

82, Bearing in mind the various suggestions made at the seventh session of the
Conference of African Planners and comments and uaggeatlons from various other
sources, the ECA secretariat revised tle standard projection model and specified
three separate tynes of models de51gned to correspond to and reflect the main
characteristics of three econémic structures namely the least developed

African countries, the maJor-01l*erorting countries ‘and ‘the non~oil-ex tporting
and non-least devcloped African countries viiich were further classified 1nt0
three groups according to the level of per capita GDP in 1970,

83+ The model developed for the leasfﬁﬁevéléééd group of African countrics §/
wis based on the production, consumption and trade structures generally

é/ See "Ouantltﬁtlve Ana1v51o of the Problems and Persnectlveu of the
African Least Develoned Countries in the Framcwork of the Th;rd thited lations

3evelogment Decade" (BCA/CONF/LDCs/3).
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characterized by (2) a large proportion of valuc added derived from
agriculture with a concentration on a few agricultural commodities; (b) most
of the fixed investment being in power, construction, transport and manufactur—
ing; (c) the tertiary sector being dependent on output in the primary and
sccondary sectors; and (d) import levels being determined by availability of
external resources but tending to increcase with income, In agriculture,

two approaches were trieds The first alternative obtains tofal agricultural
- value added through a log-linear production function with acreage and labour
as the independent variables. The second altermative uses the quantities

of the most significant commodities from which gross agricultural output
"and value added are obtainedes The industrial sector ocutput is obtained from
the incremental capital cutput ratio with capital stock and value added in
the service sector obiazined as a function of the output in agricuiture and
industry. The traditional consumption function is used to estimate and
iproject total and private consumption while Govermment consumption is given
as the difference between the two, Investments are usually taken as a policy
variable although in some cases a distinction is drawn between autonomous,
and induced investmentse In these cases the later is estimated as a function
of incomes. Exports are obtained from the export quantities of commodities in
a particular country, while imports are obtained from the level of income
and the value of the previcus year's exportse The trade and savings gap are
obtained from the appropriate identities and the more domlnant of *the two

is 1dent1f1ed.

8L, The model for the non—=least developed African countries is disaggregated
in as many important sectors as the economy and data allows The output of the
agricultural sector is based on a production function with acdreage and labour.
In some cases, however, either a time trend or a commodity approach is used
instead of acreage and labours Value added in the mining sector is ‘estimated
either through the capital stock in mining or through the ocutput ox specific
mineral productse In a few cases where only one or two mineral commodities
dominate the mining output, an equation including a variable of international
demand is attempteds Ianufacturing is obtained from the capital stock in the
manmufacturing sector while construction is regressed on the volume of total
investment, Value added in the service sechbors, namely energy, transport

and communications and other services, are rbgressbd mainly on the *otal value
added of the major productive sectorss Energy is related to the sum of value
added in mining, manufacturing and constructions Transport ic explained by
the sum of mining, manufacturing, construction and energy and the ratio of
urban population to the total population. Cther Services are obtained as
functions of output in all the other sectors., Consumption and imports are
obtained from total domestic product via the marginal propensities to

consume and to import,

85« The model for the major oil=exporting countries is jdentical with that™
of the non—oil=exporting countries eiicept for the separate and unique treat-—
ment of oil production and exports,.

86. In Africa, econometric model building especially with respect to an
entire national cconomy is still in its infancy, The objectives of the
various models were (a) to bring out the interconnexions of the basic macro-
variables and to estimate their relationships quantitatively so as to be
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able to monitor the structure and performance of the economy and ko chart

its likely future dourses; and (b) to develop alternative normative scenarios
of the economy and derive the policy measures that seem important 11 dlrectlng
the course of the variables as de81red:

87, Naturally, the various models have limitations and are subject to a great
deal of errors owing to the unrealiability of data and drastic changes and
instabilities in some structures, Thus a pragmatic and critical approach is
needed in appraising a tiodel and its perfcrmances Indced quantitative models
have to be supplementéd by critical quantitative judgement to avoia mechanistic
types of girowth conceptss ~Other 11m1tat10na of modelling include: (a) the -
problem of stablllty of parametres over a long=span of timej (b) the in=— -
ability to incorporate in models potential but explicitly unknown rescurcés
since a discovery of even one resource (eege 0il) can bring about drastic
changes in an economy of a country and/or regiony and (c) the problen of the
limitations of a socio-political nature which can distort or change the
stability and nature of the economlc and behavioural relationships of the
econcmyo  °

88: TIn many developing African countries the general lack of statistics

and a basic economic data base constitutes one of the most serious problems

in effective 5001o-economlc planning and rational decision making. Similarly, .
in building econocmetric models at the ECA secretariat, the availability (in
sufficient detail), accuracy and consistency of data were major problems.
These problems limited the capacity to incorporate scme basic details (like
employment) in the models. HMost.of  the statistical series were incomplete,
short and needed intensive revisionse It was thus necessary, in addition to
the ECA national accounts estimates; to consult various sources which include
individual development plans, the ECA annual Survey of Economic and Social
Conditions in Africa, FAO publications and various other statistical bulletins
and publicationse It is hoped that the projections will highlight the need to
improve the statistical framework at the country level and also to encourage
the use of statlstlcs for: development nlanning,

89o " In this study two‘SOenar1osg namely a historical trend scenario and a
planned scenario, are analysed, The planned scenario shows, given a basic
structural and institutional framework, the consistent growth prospects of
some key var ibles such as agricultu: :; manufacturing, consumption, extermal
trade, etco, and some target growth. In the simuiation of the plunned
scenariocs, various asSumptions were based on tje salient features of: the
African Strategy, particularly the objective of self-reliance and self~
sustained growth, the ncecessity to inerease agricultural and manufacturing
output, the desirability of attaining substantial increases in per capita
income and the potentlal increases in trade through the expan31on of intra-
Afﬂlcan trades ' ‘

90n The review of the over«all performance of the developing African countries
classified according to per capita GDP during 1970-1G77 shows that there was a
positive correlation between the per capita level and economic performance
which implies that within developing Africa there was an increasing gap
between the poorer and richer countriese The least developed countries grew
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by 3.2 per -cent yearlyy, the non—least developed and non—-oil—exporting countries .
grew by 3.7 per cent and the major oil-exporting countries.grew by 7.8 per -
cent yearly. In per capita terms the least developed countries had an

average annual rate of growth of a mere 0.3 per cent, the nomr-least developed
countries and non—oil-—exporting countries had a per capita growth of about

1 per cent yearly while the major oil=-exporting countries?! per capita growth .
increased by about 3.8 per cent in the same periode: - , :

91, At the -ectoral level, the majc-.growth trends in the 1970-1977 period
include: (a) the poor performance of the agricultural sector which, for
developing Africa as a whole, grew by only 1.8 per cent per annum; (v) the
jndustrial sector, which expanded faster in the richer countries with the
major oil—exporting countries growing by as much as 13 per cent per year as -
compared to 3.9 per cent and Le3 per cent for the least developed and non--
least developed and non—oil-exporting countries respectively; . (c) mining,
which showed very sluggish growth even in the major oil-exporting countries
which tended to maintain high over-all growth rates mainly because of the
steady and high improvement in their terms of trade; (d) services, which
grew faster than GDP in all the subgroupings and for developing Africa as

a whole, ' o -

92, "As regards consumption and investment during 1970-1977 there was a
consistent rise in the growth of these variables as per capita GDP increased,
Tt is apparent that the better off a country is, the faster it increases

hoth its consumption and its investment. Hevertheless, consumption as.per—
centagse of GDP was higher the poorer the country, averaging .as much as 89.4
per cent for the least ‘developed countries and ided per cent for the non~- . .
least developed countries, Conversely; investments were higher for the richer
countries ranging from:an average of 34 per cent for the major oil=exporting
countries to an average of 12,9 per cent of GDP for the least developed African
countries although the disparities in the over-all incremental capital output
ratios are not very bige The foreign sector showed a low growth:'in the volume
of exports and a relatively high growth of imports. For the major oil—
exporting countries, the volume of exports grew by only 1 per cent while real
imports grew at 17,8 per cent per year between 1970 and 1977, For developing
Africa as a whole exports in real terms grew by an. average annual rate of
about 303 per cent as compared to an average annual rate of Qu5 per cent in
real imports. o ‘ ‘ : SRR : .

93, The estimated model's parametres shows that in the’agricultural sector
the elasticity of -outpiit to labour is, in each group, higher than that of
acreage and the higher ‘the_per capita level, the higher the elasticity of
labour as compared to the elasticity of acreage. For the least developed .
countries the elasticity of output with respect to -labour was 0088 while -

that of acrcage was 0s30, For most of the other groups of nom-least - -
developed countries the elasticity of output to labour was higher than 2 and wa
as high as'/4 for major oil~exporting countries. These figures emphasize the
relative importance of labour in the expansion of agricultural output in all
developing Africa and especially for thebe groups of countries with relatively
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higher per canita GDP like the major oil=exporting countrics. The 1mportance
of agricultural- “Tabour should also be taken as an 1nd1cator of the 1m30rtance
of controlllng rura1~urban mlgratlon. © .

9. Thb major flndlngs in the otner sectors were that (a) in manufacturlng
there weie relatively high incremental capital output ratiosj (b) by and large,
the coefficicnt of construction to investment was low and did not vary
considerably between groups, the implication being that between 0.2 and O3 of
all additional investment goes into ¢onstruction in non~agricultural fields;
(c) energy had a reclatively highér coefficient (as a function of maaufac turing,
mining and construction) in the- rpoorer countrles vhich have more.neced for
power;-{d) there was a structural ‘similarity among groups in transport in terms
of the slow pace of growth and the amount of incremental value added taken by the
transPQrt sector; and (e) the ratio of services is high in both the poorer and
the -richest groups perhaps because of the importance of the recorded informal -
sector in poorer . -count:rics and the prollferatlon of service employments in the:
richer ones,

95+ The consumption funetion for all the groups. was, relatlvely stable. W1th

only small differences in the marginal propensities to. consume posgibly :

because the poor countries still have h1gh consumption needs. while the rlcher
countries have stimulated consumption as a result of fast growth., The import
functions show that import dependence has been increasing with GDP particularly
in the non—least developed ccuntr1es includlng the major oilwexporting

countries which have a very high import rates The import propen31ty 1n develop~
ing. Afrlca seems to 1ncrease steadily with income,

%, These h1stor1cal trends forecasts which are based on the assumptioniof *
a continuation of past trends and policies show that in general the economie
growth rates forecast for different regions are increasing functions of their
current economic statuse Thus'the least developed countries have the lowést
forecast -over=all growth and the major 011-export1ng gountriés have the' hlghestn
The growth rate for developlng Africa sa a whole on the historical t*ends ' '
secenario is. forecast at around 5 per ¢ent per annum implying a Eer cagzta
.growth of around 2 per cente. Agriculture is forecast to improve compared to
the 1970s and achieve a growth rate of about 2.5 per cent during 1980-1990,
This improvement would however be less than population growth which wouild

lead to dependence on imports to feed the increasing population. In mining
the forecast gave a relatively 1low level of expansion in real terms although
for the major cil-exporting countries the terms of trade may possibly lessen
the impact of this trends Increasing growth rates of manufacturing, energy and
construction were forecast for developing Africa as a whole and for the
various groups. Transport growth was relatively low and, for Africa to avoid
facing an imbalance between transport and the . other sectors, actlon has to

be taken to improve the growth of transporte. - o

ot

97. Again aeconding vo the historical trends scenario, consumption, owing to
a very high marginal prepensity, is forecast to grow relatively fast often with
an elasticity. of greater than unity, thus umplylng a decline in savings as

a percentage of GDP. Investments in general arc forecast to increase at a
higher rate than GIP which, given the declining savings, would mean that
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growtd would have to bo ‘buttreseed up by grea er depencence on’ Thiporis
financed from fore1gn sourcess Export growth is forecast to average around
4 per cent on basis of historical trends for developing Africa es a whole
while the corr93pond1ng growth of imports would be above 3 por cents Thus
on the basis of past trends and pol:.o:.es-, there is.a; oontlnued external
fesource constrainta. o ;

98, TIn the planned scenarlo, a target growth of OP for the various sulbr
groqpoighows that most groups oan achleve at. least 6 per cent growth in the
1980s, . The over~-all growth .for develop;ng Africa is projected at around

7 per oent Relsiy year.- Thls grouwth is. projected along.and consistert with
‘+“c L;rget growth of / per cent in agrlculturc and 9«5 per cent in manufactur—
ing for developing AFr1ca as a Wholo. The other sectors, namely mlnlng,
oonstructlon, enerny, tranSport and other services, .zre projected to require
an ¢pansion of He9 per cent, 9 per cent, 7.9 per cent, 545 per cent and 77 .-
per cent yearly respectively for the period 1980--1990,

29+ On the expenditure. pattern of GDP, the planned scenario points to a.

target of malntalnlng consumption at not more than 81 per cent of GDOP, :
implying, at least a saving rate of 15 per cent for developing Africa as a wholea
Investments are projected to reach 30.8 per cent of GDP by 1990 and, to attain
an, over—all GOP eXpansion. of 7 per cent yearly, the incremental capital ocutput
ratio for develoPlng Africa as a whole would have to be improved and maintained
at an average of Lafe The least developed countries, whose investments as. . .
a percentage of GDP are projected to remain at a relatively low level of 4ok -
per centy would require extra efforts to maintain a low incremental capital
output ratio of about 244+ Ixports are projected to grow.by an average of.

75 durlng 1980—1990, calling for major efforts by all groups including the-
least’ developed countries (7. per cent growth in real. exports) and the major
011—export1ng countries (10.5 real export growth). . Imports on the other hand
are projected to grow by not more than an average of 842 per cent. for develop~ -
ing Africa as a whole in 1980—1990 and this would requirec a reduction in

the import elastlclty to.not more than le2s Over-all the trade gap.is forecast
to be domlnant which would call for the necessary ad justors like export promot1on
and 1mport substltutlon. :

100, The policies that . emerge are all in llne w1th the Gtrategy for Afrlca

for the Thlrd Developnent Decade as adopted in resolution 332 (XIV) of .
Conferénee of liinisterse In agrlculture the major implications. of the results
can be summarlzed as Pollows' :

(a) agrioulturol outout should expond'by about J per cent;

(b) in view of the hlgh elastlcity of agrlcultural output to labour,
agricultural labour intensity should be incrcascd with (i) greater investment
in the rural secctor; (ii) improved rural infrastructural development in .
feeder roads, electr;clty apd pure drlnklng water; (111) land reform pollcies'
and (iv) adequate pricing policics aimed at 1ncrea51ng rural inccme and
improving the rural—urban terms of trade; :

(c) cultivable 1and arca should be increascd through, inter alia,
multinational co-operation irrigation projects like river basin schemes and
small and labour-intensive irrigation projects;



E/CNe14/759
Page 25

(d) over—all agricultural productivity should be improved by, inter alja,
. strengthening the link between agrzcultural research and the rural productinn

process.

101. In the manufacturing and 1nfrastructua1 sectors the maJor 1mplications
of the: results are: - _ .

(a) developing Afrlca as a whole should aim at much hlgher rates of
expansion in manufacturing and infrastructure than achieved during 19?0—1977
with a target rate of 9.5 per cent yearly growth in manufacturing, and this
would call for policies to: (i) increcase substantially the efficiency of
capital through the climination of undercapacity utilization, improvement .. .
in management; improved project formulation, appraisal and implementation .
and increased use of appropriate labourwintensive technologies; (ii) develop
patterns of industrial development with strong interindustry and intersectoral
linkages which utilize local resources to the greatest extent possible;

(iii) increase intra=African trade substantially including in particular trade
in manufactures; . (iv) evolve multinational industrial projects to derive
maximum advantage from economies of scale; (v) enable developing countries
have adequate access to international markets thus necessitating the removal .
of trade barriers by developed countries; (vi) enable developing countries
have easier access to technologies and to enhance the capacity for these
developing countries to co-operate in this field; (vii) increase the flow

of external rescurces to permit the importation of capital goods;

(n) particular attention will need to be given to the energy sector,
especially in the poorer countries of the region, to explore and utilize
alternative energy sources and to establish multinational co—operation
projects in energy like hydroelectric schemes;

~ (¢) transport must expand by over 6 per cent yearly in the 1980s including
i.road, rail and maritime transport, with special attention being paid to. the
land~locked countries and. to the .co-ordinated transport network fpr Africa

as a wholes

102. The results also show that in the 1980s, developing Africa will have
to maintain high rates of domestic savings to finance the highﬁxates of
investments. Similarly, the trade sector shows trends of increasing import .
dependence which will have to be reduced in the 19805 The relevanthpolicy
1mplications are thats: ST . ; o _

especially in the richer countrles,_.

(b) the poorer countries still with high consumption needs shoui&”"j“”‘
...make, every effort to reduce their incremental capital output ratios so as . .
. to. achieve hlgher expansion Wlth relat1ve1y low rates of investments, '

(c) in view of the 11ke1y domlnance of the trade gap in the 1980&,
developing African countries should aim at adequate 1mport substitution
policxes in consumer and basic capital goods) 5 ST
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v (d)- over-all import elasticities ‘should be reduced drastically to not
more than 1le2 during I980=1990 for developing African as a whole, an objeotive
which will require:t (i) changing the present import patterns so as to reduce
imports of luxury and consumer goods; (ii) establishment of more domestic,
efficient and wideé=ranging import substitution industries; (iii) increased
agricultural expansion and especially food production to reduce theé food
import billj and (iv) development of national capabilities in project ma.nage—
ment, design, evaluatich and- ‘implementation to stem the present trend of
us:t.ng imported "services";

(e) exports will also have to grow substantially in volume and value
terms in the 1980s and in this respect there will be a need: - (i) to up—~
grade substantially the local value added content of Africals’ exports through
increased processing of raw materialsy (ii) to diversify trade patterns and -
reduce depm:dence on trade with one group of countries; (iii) to increa.se
African co-operation and, in particular intra~African trade to more than
double- its present level especia.lly in manufacture; (1v) to increase and
strengthen the bargdining capacity of African countries through co~operative -
measures’ among producers; (v) to secure improved terms of trade in favour of
the developing countries; and (v:.) to secure- mcreased access by the develop-
ing countries to intemat:.onal markets-

103, In terms of social goals, it should be noted that the results of the
projections have consistently pointed to the need for fundamental changes in
agricultural, industrial, technological, savings and trade policiess To
achieve these changes it is necessary to estab‘lz.sh a broad-based growth pro-
cess in the African socio—economic structures with mass par*t:.cipat:.onu Thus
all polictes have to take fully into consideration the problems of mass =~ e
poverty, unemployment, satisfaction of basic needs and income distributions -

1044 Owing to the extremely low’ level of per ca&lta incatie ih the African least
developéd countri.es, there is widesprea.d of mass poverty which does not emanate
from larger inequalities in income distribution since the Gini coefficients
show that in these countries income d:.spar:."‘:.es are less pronounced than in
non—least developed African countries. However, mass poverty in absolute terms
in the least developed countries, is great and there is great need for acoel-
erated development in these countiess Further estimates show that the 1o -
satisfaction of basic needs along with the ‘cancomitant objective - of: ﬁill S
employment requires a minimum,growth of real CDP of 7 per cent in’ “the: fu'vure
and this can be achieved only through the implementation of a new dvmestic’
economic, and social order togather with a New International Economic Order.
Basic needs programmes must also be built on self-reliance and’ selfi-su’stainment
if they are not to degenerate into mere global charity programmes at the !
internat:lonal 1eve1- ‘

105 The domestic policy implicatioms 6f the pro,}ec*l::.m.s for the lea.st developed
African countriés are outlined in document ECA/CONF/IDCs/3. However, for these
countries, the following policies will be vitally important in the _].9803_{and

(a) attainment of self-sufficiency in food; and . ,

(b) a fundamental restructuring of production through (i) fuller exploi=-
tation of natural resources; (ii) establishment of optimal production unitsj
(1ii) fuller utilization of human resocurces; (iv) establishment of the

necessary infrastructure especially in the land-~locked and island countriess
and (v) strengthening of subregianal and regional co~operation,
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1060 In the non-least developed and nonw01l~export1ng countries the important
policies relate to:.

(a) expansion of agricultural output and espéclally fodd ﬁfodﬁcflon
with (i) agricultural projects that give quick returns and. (11) increased ‘
productivity especially per unit of labour;

(b) stronger growth in the mining and manufacturing sectors with more .
detailed stud.es of the mineral resovrrces; . L

(c) increased import subétltutlon of consumer goods with, whenever
possible, some specialization amomg countries to enable the industries to
be viable and profltable, . :

(a) increased control of imports of consplcunus consumptlon goods,

(e) preparatlon of more studles that analyse the 1ntersectoral __"
linkages, . _

107¢ For the maJor 011-export1ng oountrles, the maJor 1mplicat10ns of- the',
projection results are that:. ; . _ .

(a) efforts have to be made to increase the: volume of  exports;

(b), these countries should carry out detalled stud1es of thelr prospects
and poas1b111t1es in, fields other than oil and especlally in- agr1culture and
manufactur1ng,~,_ ' : . S .

(c) countrles should dlrect thelr economies and control the level -and
pattern of affluent consumption, and carefully select investments with special
reference to their cost. o . ; s . . i

11, QUANTITATIVE ANALYSIS OF THE PROBLEMS AND PERSPECTIVES OF THE AFRICAN
LEAST DEVELOPED COUNTRIES IN THE FRAMEWORK OF THE THIRD UNITED NATIONS

DEVPLOPMENT DECADE %¥% .

108, The follcwing study was undertaken in pursuance of General Assembly
resolution 3508 (XXX) of 15 December 1975 which called for the cxamination

of long~term trends in the economic development of the world, Economic and
Social Council resolution 2090 -(LXIII) of 25 July 1977 and resolution 4 (IT)
of the Intergovernmental Group on the Least Developed Countries. as further
elaborated in the Arusha Programme for Collective’ Selfnrellance and Framework
for Negotiations, - The study. prov1des a series of prOJcctions of the major
macro—~ecconomic variables covering the 19805 for the least developed countries.

*4 Summary and conclusions of document E/CN,lA/?AS._

r -
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109¢ The approach ‘adopted is to build a macro-model out of a system of variables.
vhich are considered as determining each other by mutual interactions while '
others are treated as exogeneous to the system and are used either as policy
objectives or as externally determineds The simultaneous system or model

is generally based on accepted technological or behavioural relations and
parametres, which are estimated by statistical analysis of past behaviours

1104 To an extent this science is still in its infancy since many variables
that influenze economic movements like the political, social, institutional
and ecological factors are not easily amenable to quantification and/or
normally elude long-range projectionse For this reason, econometric techniques
must go hand in hand with a pragmatic approach‘based on a thorough study

of the behaviour of the economy in earlier years; both approaches depend

of course cn the structural characteristics of the economy in the past and

on, Judgment and common sense to future developments and policies and thus
cannot be isolated from each others In fact, econometric techniques help

to avoid inconsistences in respect of economic policies and policy objectives
and also indicate where policies can be most effectives Tt is for this
reason that the ECA secretariat, through repeated visits to individual member
countries, endeavoured to maintain a dialogue on the projection models, the
data and parameter used, and the obtained results of the projections.

11l. The period used for this derivation of structural parameters is in most
cases the years from 1965 to 1977.. . In all cases, the main sources of data
included the ECA national agcounts data, FAO agricultural commodity production
and the respective national statistical and other publicationse. It should be
noted that in most cases there were enormous difficulties arising out of the
general paucity, unreliability and lack of dissaggregated data and it is clear
that there is an urgent need to improve the statisitcal capability of most of
the African least developed countriéss Technical and financial assistance

is needed to enable these countrics to efficiently use the traditional
instruments of data collection, namely censuses, sample surveys and
administrative recordss It is thought that it would be useful if the ECA
secretariat kept in'close touch with the national governments to discuss the
various results of progect1ons and other studies including the data on which
these are based, In this way, means can be continuously sought to build up
the statistical infrastructures and to improve the data base in dlreotlons

in which it is most likely to be relevant and useful, ' :

112« The least developed countrles in this study are those enumerated by the
Committee for Development Planning of the United Natlons on the basis of the
following eriteria, namely: {a) per capita GDP of $US 125 or less in 1970-
1972; (b) the share of manufacturing of less than 10 per cent of GDP; or

{c) the llteracy rate below 20 per cent of the populations In this study the
20 African least developed countrics were subd1v1ded, for projection purposes
into four groups on the basis of their per capita GDP in 1977 at 1970 constant

pricess The subdivisions were as follows:
Group I - Botswana, the Sudan, the Gambia, Lesothoj

Group IT - the Niger, the Central Africaﬁ:RepuBiic, the United Republic‘
of Tanzania, Somalia, Malawi, Ugandaj;
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Group IIT = Benin, Guinea, the Comoros, Cape Verde,‘and'Chad}

Group IV - Tthiopia, Burundi, Rwanda, lali, and the Upper Volta.
It should be noted that the classification was made of widely different
territories simply on the basis of their per caEita GDP and it should not
be inferred that the groups are territorially, or in’ ihy othér way,
homogencuse The classification was made primarily orf the basis of a per .
caEita»income above 3US 110 for group I, a per capi¥a lncome between LUS 100
and “US 109 for group IT, a per caglta income of $US 75 to $US 99 for group
III, and a per caglta income below LUS 75 for group IVe It is indeed
necessary to exercise caution in u51ng Eer cagita income as thc ma jor
criterion for cla551f1cat10n.

113 3ome of the common features found in the analysis of the African least
developed group of countries is the heavy dependence on agricultural land in
the economys Out of th¢ 3D countrics, 17 countries have over 80 per cent

of their population dependent on agriculture, and another three countries have
70 per cent depending on the agricultural sector, and in most cases there is
a very high correlation between the arable land available per capita and the in-
come per capitas -Secondly, despite the high dependence on agriculture there
was generally very. poor performance in agriculture mostly declining in growth
rates Industry in most countries was growing at a higher rate than GDP
showing that there has been some structural shift of GDP from agriculture to
industry., The service se¢tors have been growing relatively fast possibly due
to the growth of tertiary infrastructures., The rate of investment has been
going up in most countriess Consumption has been growlng but not much faster
than population implying: an,almost 1n51gn1f1cant rise in the real standard

of livings :

1lhe A review of the nature of performance of the groups as distinct from -
the individual countries within a group and a comparison with the least .
developed countries as a whole was undertaken to indicate what kind of
problems the groups have and whether there is a case for treating them
differently for projection purposess In terms of GDP growth between 1965~
1970 and 1970=1G77 it was found that while in 1965-1970 there was no
association bétween the different performance of the groups, in 1S70-1977
which was generally a ‘bad period, poorer countries performed poorera It
seems that due to lack of diversification, the poorer economies have less
resources and capacity to absorb shocks from any sudden shift either in
natural condltlonson in ‘external economic impactse

115 The sectoral growth rates reveal that the less disadvantaged countries
among the least developed countries, had better industrial growth rate during
the entire 1965~1977 periods These countries also achicved better performance
in agriculture in 1970-1977 again pointing cut their comparative strength in
hard years, Investments also follow a similar pattern with almost zero growth
in investments for the subgroup of the poorer LDCs, While investments grew
at an average anmual rate of 1043 per'cent in subgroup I, thc avcrage growth
rates for subgroup IIT and suogroup IV were only 2.5 and 0,8 per cent yearly
respectively,
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116, The structure of GDP also indicates that generally speaking the per=
centage of GDP going to consumption is higher in subgroup III and IVe Thus
while in 1905-1977 the average share of consumption in GDP for subgroup I
was 86.7 per cent. it was 96,1 and 91,6 per cent for subgroups III and IV
respectively. The production structure also shows that by and large, the
countries with relatively higher per capita incomes have more diversified
economics. In the period 1965-1977 the respecitve shares of agriculture,
industry and services for subproup I.yere 39,5, 2542 and 35.2 per cent, For
subgroup II, the corresponding shares were 47,0, 23.9 and 31.9 per cent while
subgroup IV had 5243 per cent of CDP in agriculture, only 18,9 per cent in
industry and 28,3 per cent in servicess . : ‘

117 “he model developed for the group of least developed countries tries to
capture the production (supply), consumption and trading structui'es of the
small ecconomies generally characterized by:

(a) 'a large proportion of agricultural value added in GDP with only few
agricultural commodities accounting for the major portion of the value added
in agriculture;

(b) having most of the capital in fixed investments in power, construction,
'tranSpoftvahd,manufacturing vhich are considered as an aggregated industry -
settory - .. :

(6{ 'a"tertiary sector denoted by seﬁvices which behaves as a residual-
dependent on the output in the primary and secondary sectors;

(d) import 1evélé‘ﬁhich are determined by the availability of external
resources but which tend to increase with income. X : S e

118. Production is estimated as value added in three sectors, namely agriculture,
industry and services. In agriculture, two alternative approaches were tried,
The first alternative obtains total value added in agriculture through a log
linear production function using acreage and labour. as the independent variables,
Increased acreage is assumed to involve capital investment and, therefore, the
agricultural production function may be.said to be of a simple Cobb~Douglas types
The second ‘alternative involves the use of the quantities of agricultural
commodities, From a number of the most significant and important commodities
(which should constitute over 80 per cent of pross output in agriculture).

the gross output of agriculture is derived using the appropriate 1570 producer
prices, The final agricultural value added is then obtained from the gross-
output estimate by subtracting an estimate of the intermediate inputs in
agriculture,

119, Value added in the industrial sector is obtained from the cumulated capital
stoek in the industrial sector (viz, manufacturing, power, transport, construction
and mining) via the incrcmental capital/output ratio, In the countries .where

some specific activities (e.g. mining) are very important as a single secctor,
these are estimated separately. The value added in the service sector is '
obtained as a function of the sum of value added in agriculture and industry.

From the sectoral value added, total output — CDP at factor cost -~ is obtained

by summation. K ' '
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120, On the demand side of the economy, the traditional consumption function _
is used., Total and private consumption aré scparately regressed on total o
income (as a proxy for the often used national disposable income)o_,Government
consumption is then obtained as a residual from total and private consumption. . ..
In most of the cases, investments are taken as a policy variable, However,

jn some cases distinction is made between autonomous and induced investmentss -
In these cases the induced investments are obtained from the system as a
function of the level of income while the autonomous. investment ~ usually
government duvelopment expenditure ~ is left as an exogeneous policy variable.
The model distinguishes two types of exports, namely historical exports and
implied exports., Historical exports are obtained from the export quantities

of relevant export commédities of a particular country using the appropriate
expori pricese The export quantities of the commodities are obtained from

a function which relates the quantities of a commodity that are exported and
the quantities produced. The implied exports are taken as a balancing item

in the mational account identity, Finally; imports are obtained from a
function which relates the volume of real imports to the level of real income
and the previous year’s value of real exports. In the absence of reliable

data on the extermal resources, the previous year's value of real exports

were taken as a proxy. From the model functions above, the trade pap and the
domestic savings gap are calculated from the appropriate identities and the
more dominant of the two obtained. '

121, The details of the results of the statistical estimation of the various
nodel parameters for each individual country, for the subgroups and for the
whole group of the least developed African countries arc discussed in the text
of this papers For the group as a whole, the agricultural function shewed that
there is a larger elasticity for labour than for acreage., The elasticily

with raspect to labour was estimated to be almost three times thav of wucreages
In other words, this shows that labour intensity is far more important than .
expansion of ‘acreage for increased agricultural output,. The total combined
elasticity of both labour and acreage. was 1.34037 which indicates that there

is an increasing return to scale in.agriculture. This feature of the
agricultural function was also noticed in a regional analysis of agricultural -
output for all developing African countries. The subgroups of the African least
developed countries classified by income groups did not; however, have a well- ‘
behaved agricultural production function owing to the widely diffeving B
climatic and soil conditions in countries which might bk.long in the sarie income

groupe

122, The estimation of the industrial output function showed results of
relatively high incremental capital/output ratios, This, of course, can be
explained by the fact that industry in the analysis included transport,
construction, etc., and in the poorer countries there is usually a large
amount of infrastructural expenditure before output is significantly increased.
The group of African IDCs as a whole was estimated tc have an incremental
capital—output ratio of 7 while for the subgroups the ICOR ranged from 2 (for .
the first subgroup) to 9 (for the subgroup with the smallest per capita -
income. : :

123 The consumption function results clearly confirmed the hypothesis that
the poorer the countries, the less they can find resources for domestic
savings and that income has to be raised for the poorest countries DHefcre
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domestic resources can be diverted to investments. The first subgroup of
LDCs was estimated to have a marginal propensity to consume of 075, the
second group had a marg1nal propensity to consumc of 0,87, while the third
and last subgroups had marglnal propensities to consume as high as 0,97 and
099 respectively, For the group of African least developed countries as a -
whole the marginal propensity to consume was estimated as 0.89. :

124, The import function results showed that the poorer countries in the
African leas. developed countries hud a higher margina. propensity to import
with respect to GDP which is understandables There was; however; no

specific association between the level of 1mports and the lagged exportse
Perhaps the greater inflow of external resources which relieves some of these
countries from the tightness of their foreign exchange position might explain
that lagged exports Cannct be taken as proxy in_some caseSs '

125, Two sets of prOJectlons or scénaries ‘were made for the individual countries,

the subgroups of countrics and for the least developed group of countries as '

a wholes In all cases the first. scenario is based on the assumption of no

change in the historical structural paramcters and the economic policies

pursued, This scenario which is a forecast is intended to indicate, by

comparison, the main direction and areas for policy changes if an improvement

in performance is to be achieved. The second planned scenario tries to

simulate and derive the implications for a target growth ratce in GDP of ,
6 per cent yearly during the 1980s, In thosc cases where it was believed that

a country has had a drasti¢ break from the past pattern of development only

the plamned scenario was attemptedo Tt should be borse in mind that according

to the Report of the Seventh Group of Experts on Programming Techniques

chaired by Mr. Jo Tinbergen, "the word ‘projection? has been used in connexion

with two diffcront ways of estimating the future value of any varlable,

namely forccasts and planse A pure forecast is sometimes defined as an

estimate on the assumption that no changes in policies take place, while the

purest form of a planned development is an cxplicit optimal development.

Both uses are given various interprctations, however, which raises the

possibility of a range of different types of projection, A forecast and a

planned development are sometimes contrasted to highlight the need for o

change in policies and such a2 comparison is often fruitful, %hen consider-

ing pure forccasts and planned developments, we should not ovpvlooh these

pointsé tha. for 'longer periods the assumption of conctant policy is rarely

realistic, that development policies usually wiii be characterized by a

multiplicity of aims rather than a single cne and a synthesis of aims’ must

be found if anv separately is incompatible with others. The assumptions

about tcchnology and aims made in a projection must be clearly stated if

confusion about the nature of the projection is to be avoided"a

126, The¢ parameters and alternative scenarios discussed are based on existing
and expllcltly known potentials in the countries and also on given patterns
of recource utilizations They do not completely take into account the large
possibilities that are not yet explored, These possibilities include,

inter alia, the matural resources, the human infrastructurc and potentials
that could drastically change the performance in a short time.
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127: On the basis of past trends, ond in the absemee of drastic domestic and -
international measurcs to assist thce African lcast developed countries, the:
forecasts for 1980-1990 were that the least developed countrics as a whole
would grow slowly and might just leep pace with the current growth rate of
productions For the group of the African least developed countries zs a

whole an average growth rate in CDP of 2,9 and 3 is forcecast for the 1980-1985
and 1985=1990 periods respectivelys The historiczl trends scenario also points
to the trend that the different subgroups already different in per capita GDP
are likely to grow at rates varying directly with their present level of GDP,
In other words the past disparities in performance are likely to continue

in the futures The first subgroup with rclatively high per capita GDP is
forecast to grow at an over—all average annual rate of 349 per cent in 1680~
1985 and 4 per cent in 1985-1990, In comparison the fourth subgroup with

the lowest per capita income 1s forceast to grow at an average over-all rate
of 2,7 ard 2.8 per cont yearly in the corresponding periods., In other words
per _capita income would remain almost stagnanta :

128. In agriculture, the over-all performancc of the group of the African
least developed countries is forecast to grow by an average anmual rate

of 1.8 per cent in the period 1980~1990, Th¢ projected agricultural per—
formance varies from one subgroup to anothcere It is apparent that perfamance
in agriculturc will depend on a varicty of circumstances including weathers,
Industry is forecast to grow at 5.5 per cent yearly for subgreup I, at 5.4
per cent yearly for subgroup IT, at 344 per cent yearly for subgroup IIT, -

. and at Lel per cent yearly for subgroup IV during the 1980-1950 period.

129, On the demand side, consumption is projected to grow much faster than -
GDP which implies that on the basis of past patterns, policies and trends,

the domestic savings of the least developed countries on the whole will
decline as a percentage:of GDP. This decline is forecast to be most serious
in the poorcst subgroupe  Investments show higher growth rates in the subgroups
with higher per capita GDPs Thus while on the basis of historical trends
the first subgroup is forcecast to have an increase of 8.5 per cent per annum
in real terms in investments in 1980-=1090, the fourth subgroup with the lowest
per capita income is forecast to achieve a mere 0.9 per cent yearly growth

in real investmentse The share of investments in total GDP is forecast to-

be around 14 per cent in the 1980s for the group of the least deveioped -
countries as a whole. In spitc of the forccast of lower investment, the i .
forecasts indicate that if the historical trends continue, ‘the poorer
countries of the lcast developed countrics will have an inecreasing savings 7
gape Exports are gencrally projected to lie within the range of 12 to 25 :c .-
per cent of GDP in the 1980s while imports are forecast to range from 16 °

to 35 per cent of GDP. In gencral the cxports as a percentage of GDP arce-:. .
projected to be far less for the poorer countries than for the more better
offse Tor the least developed countrics as a group, the trade gap is pro jeeted
.o reach about 7 per cent of GDP in 1990 as compared with 4.7 per cent: in:

the basc year 1975. In other words for the proup of least developed African -
countrics as a whole and under this dismal scenario, net extermal resources
inflow at constant prices has to incrcase 2.3 times between 1975 and 1990,

or by an average anmual growth rate of over 5 per cents,
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1304 In summary, the over-ell picture.for the least develaped African o
countries shows that the rate of growth of GDP at constant 1970 prices will
average around 3 per cent yearly -in the 1980s if the past trends and. policies
are assumed to continue, The slow growth is particularly pronounced in .
agricultural output which is forecast to grow less than 2 per cent during
29801990, Industry is forccast to grow relatively slowly at an average
““annual rate of Lel por cont yearly during ivuC=1905 and by 445 per cent

yearly during 1985=1990., Total investment is forecast to grow by La7 per

cent annum between 1980-~1985 and by about 5 per cent yearly during 1985-~1990.
The relative increase in investment is however, not forecast to be accompanicd
by a commensurate increase in total output owing to the rather inefficient
utilization of capitale Total consumption is projected to inmerczse only
slightly in terms of its share in CDP from the 19701977 average of 88,4

per cent of GDP to around 89,5 per cent giving a low domestic saving rate

of a mere 10,5 per cent of GDPe At this saving rate the saving gap would be -
around 346 per cent of GDP in 1985-1990, Assuming that the historical import
elasticity for the group as a whole (estimated to be greater than unity) will
not change drastieally in the coming decade, imports are forecast to increase
at average anmual rates of Le5 per cent during 1980~1985 and 4.9 per cent
during 1985~1990. This will imply that if the historical trends in exports
prevail there will be a gradual increase in the trade gap from around 5.6

per cent of GDP in 1980 to around 7.1 per cent of GDP in 1990 or over 6 per
cent yearly in real termse Under these forecasts, it is apparent that the
resulting trade gap is dominant for the group of 10Cs  as a wholes This

points to the need for adjustments that are applicable when the trade gap is
dominants These adjustments include additicnal import replacemgent, export
promotion or the conversion of savings into consumptione Regional. co—operation
among developing countries would also be of importance in the pursuit of

such policicse . «

131. The implications of the forecsst on the. basis of the continuation of

past trends and policies are clearly disastrous. Per gapita income would
remain almost the same with mounting mass poverty, unemployment and social .
upheavalse There is therefore an urgent case for making some structural
changess In a scenario of a target growth of GIP of 6 per cent yearly in

the 1980s, it was projected that agriculturc and industry will have to grow
much faster than in the past for the group of LICs as a wholes Agriculture
will bave to attain a growth rate of 4 per cent yearly while the industrial.
sector will have to grow at an average annual rate of about 8 per cent. To
attain these growth rates require, inter alia. improved capital efficiency, .
increased labour and land intensity and productivity, a growth rate in rcal. .
investment of around 7 per cent and increascd domestic savings, A target
growth rate in GDP of 5 per cent yearly, and with the domestic savings rate. .
remining at the historical level, will result in a savings gap projected to
increase at an average annual ratc of 8 per cent yearly and approaching

4 per cent of GOP by 1990, The trade gao will only be brought to controllable
levels if a specific, and perhaps optimistic assumption of an average annual
growth rate of 7 per cent in real cxports.is fulfilled. Under this cssumption,
the trade gap would stabilize at around 5.7 per ccnt of GDP in the decades.
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This does not mean that under the planned scenario the volume of net

inflow of foreign resources required would be less than under the historical
forecaste . In actual fact net resources inflow at constant prices for the
planned scenario of 6 per cént growth rate in GDP for the African least =
developed ountries would have to be increased almost three times between

1975 and 1990, or.at an average annual rate of expansion of 7.4 per cent.

In the 1980s the average annual rate of growth in net resource inflow would
have to be about 6.6 per cent or nearly double in the decade, This emphasizes
that an initial big push in net resources inflow in-the early 1980s is
essential for an immediate crash programme. In add1t10n it should be borne -
in mind that those estimates of the trade gap and the derived net foreign
resources requirement do not include debt servicing and other factor income
'to abroad which could actually aughent the balance~of-payments gaps Also, .

it should be emphasized that if the high export growth rate of 7 per cent -
does not materlalize, the trade gap will be higher than the above estlmates.

132, The two scenarios give some indications of the impllcations for the .
erad1cation of mass poverty, basic needs satisfaction and the necessity. for '
regional co-operation. The historical scenario implies a nearly stagnatlng
per capita income and hence no mitigation of mass p0vertyg The second planned
scenario of a target 6 per cent growth in GDP implies an average annual
increase of about 3.6 per cent yearly in real per capjta income (taking a
2.4 per cent average growth in the total population of the African least .
developéd bountries), Obviously, even this accelerated increase in real’
per _capita would not seem to be sufficient to satisfy basic néeds and at -
the same time ra;se domestie resources required for a selfnsustained growth
and self—sufflciency at th@ natlpnal 1evel. : e

133. The'parametagmgand the 1mpllcat10ns of the alternative sceqarxos clearly
show that the African least developed countries have had, and may well contimnue
to have, a very poor economic performance unless special measures, policies
and development strategles are formulated and implemented. The policies that
emerge as critlcally impértant relate both to the short run and the long runs
Of paraméting “importance ‘in the short run is the necessity for the African
least developed countries’ to achieve self-sufficiency in food, This calls
for'urgent action to ‘inerease over-all agricultural output to-grow by about -

L per cent’ yearly over the coming decade which in turn, necessitates (a)
increasing the productivity of both land and labour, (b) substantially.
increasing the arable land area through irrigation and land reforms, (c) in—.
creasing investment in agriculture with a better and more rational balance
between investments for export—crop production and investments for food—crop
production, (d) extensive planning of integrated rural development programmes,
(¢) increasing extension services and agricultural research, (f) improving
the rural/iirban terms of trade, and (g) making better organization and
training and the fuller utilization of manpower.

134, In the Arusha programme endorsed by UNCTAD V, the least developed
countries themselves specified the kind of emergency assistance they needed
on the basis of a crash programmes These countries emphasized the need for
expanded assistance for projeets.already identified or in the pipe~line, in
the fields of putrition and health, education, transport and communication,
housing and the creation of employments In the field of agriculture they
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emphasized the need for massive support for fertilizers and assistance o
improve management, maintenance and repair and to improve the efficiency

of existing infrastmc'bure. ‘Tt was also pointed out that financial and . -
donmodity support on an extension basis was necessary for local small-ecale
employment generation. These due needs, and the many others, of the least
developed countries deserve strong recommendation and support, . . _

135. From the earlier observations it seens that the poorer countries of the
group of least developed countries are more likely to suffer from a savings
gap vhile the less disadvantaged ccuntrics are more likely to feel the :
constrainints of a trade gap. Hence appropriate approaches to development _
assistance might seem desirables Investment in the poorer countries is =
miserably low and their consumptica propensities, both average and marginal,
are highs For these countries it is desirgble that internaticnal aid for
capital development should be added to that alrc.:..dy given for the purpose of
meating essential consumption needsn These cour iries require aid da @
sufficient quantities ¢o.enabls ther - wwun: cwer from the level of almocf o
zero growth rates to woderate rate cf g*cwt’* in. investment, FPFor those - -
oountries where savings are beilng ge_lera..ed at gsome level, intermatimal .
efforts should assist thede Gountries® earnings through exports by giving
them better prices for their products, by the oreation of such funds ia order
to stabilize the.prices of their exports and by offar:tng them bettet' 't:erns on a
preferential basis, g & ,

135¢ The countries themselves will need to unier'{:ake f:nm.s:!.cler‘a'bfl.e'A'al"l:ntli drastic
-changes in their consumption levelso enifically, there will be a need to
lower both the marginal and average nropens;tles o consume to arcund. 85 per )
cent. . Gonmm:ltant,ly, impopts and particularly the marginal import rates e
for consumer goods Have to be. lowered substantiallys These efforts om. - . -
consumption and imporis of ocnsumer goods et also be accompenied by.an
increase in the efficlency of capital so 2s to ensure growth and to improve

the real standard of livinge some of the factours causing the bigh inaremental
capital/output ratios in the eccncmies of these countries have to be improvede
These include the minimlzetion of undercapacity utilization through, inter alia,
integrated regional approaches to industrial development and improved manage-— -
ment-of the productive enmterprises, reduction of long gestation periods for
projects making more suitadle p*'-oje,cts that lead to quick production of
physical commodities. 4Also, realizing that in many instances, the poor. . .
utilization of manpower potential is at the core of efforts to alleviate .. .
poverty in particular and ‘o improve econcmic performanoe in gmeml, theae A
countries! policies should emphasize the fuller util:l.zation and bet'ter tm:ln‘l.ng
of their marpower reascurccs. .

137+ The lémg-tearm policles for the group of African least deve«l.oped countries
mainly concorm the task of achieving a fundamental restructuring of the ...
patterns and lifestyles of doveclopmente The UNCTAD resolution no. 122 ™).
noted in .this respect that the most important feature was the need for . -
trensformational investment to lead to (a) fuller exploitation of the natural
resources, (b) development of an industrial base, (c) estahlishment of .optimal
production units like small-scale industries linked to the relevant seutors
especially agriculture and *he informal sectors
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138. The present paper is just an attempt to throw some light on some aspects
of the problems of the African least developed countricses Its limitations
lie, inter alia, both in the methods used and in the fact that it deals
mainly with macro-~variables. It is clear that using more elaborated
techniques both quantitative and qualitative and more detailed data would
give more precise and more concrete recommendations at national and regional
levels, However, the study presented here points to the fact that unless
drastic structural changes are undertaken, the African least developed
countries arc likely to face move scrious problems in ‘he 1980s than those
faced in the 1970s. It also suggests that there is room for the acnievemenl
of these structural changes especially in making more efficient use of the
enormous natural and human resources of the continent, This, obviously,
camnot be achieved without domestic policies for increased self-reliance and
self=-sustainment and the strengthening of regional co~operation as was
emphasized in resolution 332 (XIV) entitled "Development strategy for Africa
for the Third Development Decade" adopted at the fourteenth session of the
Commission, by the fifth mecting of the Conference of Ministers, held in
Rabat in March 1979,
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