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I. INTRODUCTION

1 African countries strongly believe that integrated regional markets provide the most
appropriate framework for attaining sustainable development both individually and collectively.
It is in this context that they adopted in 1991 the Abuja Treaty Establishing the African
Economic Community which is designed to promote economic, social and cultural development
and integrate African economies. The cornerstones in the implementation of the Treaty include
strengthening existing regional economic communities; and stabilizing and then reducmg ultra-

community tariff and non-tariff barriers.

2 The need for economic cooperation in Africa has also been reinforced by the growing
tendencies towards regionalism, both among developing and developed countries alike. The
European Economic Community, has now reached a stage whereby most barriers to community
trade are removed and intra-community trade has increased as a result of improved competition
and productivity. The North American Free Trade area (NAFTA), made up of U.S A., Canada
and Mexico presents a market force which is likely to stimulate production and trade within the

area.

3 In the context of these developments, Africa has seen it as essential for its survival to
promote economic cooperation and integration. Accordingly, intra-African trade is recognised
as an important element of economic cooperation and integration. The Lagos Plan of Action
(LPA) and the Final Act of Lagos (FAL) as well as the Strategies for Revitahzation, Recovery
and Growth of Africa's Trade in the 1990s and Beyond, \i underscore the importance of lntra-
African trade as an instrument in achieving the objectives of the African Economic Community
(AEC). In particular, it is recognized that the integration of markets at subregional levels has

to form a basis for regional integration.

4 The performance of intra-African trade has been, somewhat, disappointing. Recorded
intra-African trade for the whole region for the period of 1980-1990 was estimated to have
averaged only about 5.7 percent of Africa's total world trade Performance wrthjn the
integration groupings was however, slightly better. Intra-West African Community (CEAO)
trade for instance reached 10.5 percent in 1988 while intra-Preferential Trade Area of Eastern and
Southern African States (PTA) trade was 8.0 percent in the same year. II

If Strategies for y^vitalization. Recovery and Growth of Africa's Trade in the 1990s

and Beyond. Adopted by the Conference of African Ministers of Trade, Addis Ababa,
Ethiopia December, 1990 United Nations Economic Commission for Africa, Document

E/ECA/TRADE/89/25/Rev.5; Dec. 1990.

2/ Fronomic Integration Among iw»lnpiiig Countries. United Nations Conference on

Trade and Development, Document TD/B/C,.7/AC/3/10/ pp. 3
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5. Significant constraints still exist which have inhibited the expansion ofthis trade. The most

commonly listed constraints include the low degree of economic complementarity between

member States within the same subregion; widespread use of non-tariff restrictions by member

countries ofthe integration groupings; poor and inadequate physical infrastructures; and divergent

macro-economic policies among member States. 2/

6. The lack of attention paid to the need to transform production patterns in African countries

to respond to the opportunities created by sub-regional markets has contributed to the slow

expansion of intra-African trade. National economies have not responded effectively to the

economies of scale generated by the creation of sub-regional groupings. Such a response would

involve a more deliberate approach to formulation of policies, strategies to maximize

opportunities generated by sub-regional markets and implementation of such strategies.

Cooperation in production must be an integral part of such strategies as should cooperation in

marketing and distribution.

7. This study seeks to establish the prospects for expanding intra-African trade through

deliberate and rationally planned policies, strategies and measures for production at national and

sub regional levels. It examines the opportunities which exist in the production sector and which

can be exploited in order to expand intra-African trade and the ways and modalities of

transforming production patterns. The second chapter analyses the rationale for transforming

Africa's production patterns in the context of promoting intra-African trade; and Chapter III

examines modalities for rationalizing production in order to satisfy regional markets. It is worth

noting that Africa remains one of the most disjointed economic space because of lack of

infrastructure and conflicting macro-economic policies. This situation makes movement of

products, especially agricultural products from surplus to deficit areas of the continent difficult.

Chapter IV of the paper analyzes modalities for planning of production on sub-regional basis,

focusing on institutional structures needed to support such strategies; macro-economic foundations

required to promote integrated production at a sub-regional level; the political, social and

economic environment conducive to such cooperation; the role of the private sector and

infrastructural and financial support required.

8. Planning production at a sub-regional level needs to clearly identify the various economic

actors that will be involved in the implementation of the stated strategies and, more importantly,

the recognition of the winds of change currently prevailing in the global economy which favour

market-oriented reforms and the role of the "private sector". Accordingly, interests of various

groups will need to be identified. Such a planning process should also need to identify areas of

complementarity among various national economies; resource endowment; types and priority of

programmes and projects to be supported and implemented; and infrastructure and financial

services to support intra-regional flow of goods and services. Chapter V of the paper contains

conclusions and recommendations on rationalizing production at national and sub-regional levels

in the context of promoting intra-African trade.

1/ UNECA Intra-African Trade: A pillar of development E.ECA/TRAnK/92/n and

Intra-African Trade, Situation, Problems and Prospects: A General Analysis,

E/ECA/TRADE/89/15/
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II TRANSFORMINGAFRICA'S PRODUCTION PATTERNS IN THE CONTEXT OF

PROMOTING INTRA-AFRICAN TRADE

9. Transforming Africa's production patterns in order to promote intra-African trade would

invariably have to involve examining the structure of production in Africa; identifying areas of

complementarity; exploring the potential for transforming national production structures in order

to respond to economies of scale created by sub-regional groupings; determining resource

endowments at national and sub-regional levels and examining complimentary factors needed to

effectively implement strategies ofrationalizing production patterns. Such complimentary factors

include the state of infrastructural linkages in various sub-regions, banking and financial services

as well as human resource development.

(a) The structure of Production in African Countries

10. Expansion of intra-African trade has partly been inhibited by production structures which

have existed in Africa whereby the continent produces what it does not consume and consumes

what it does not produce. Furthermore, escalation of tariffs in markets of industrialized countries

as products enter a higher level of processing has made it difficult for many African countries

to export processed or semi-processed products to such markets. African countries have,

therefore, mainly remained exporters of raw materials; a process which has partly inhibited

growth of manufacturing activities in Africa.

11. Africa's colonial trade is dominated by a few primary commodity groups. The bulk of

goods traded fall under the grouping of food and beverages. This group consists of mainly such

products as coffee, cocoa, cereals, legumes, oil seeds and tea which together accounted for 23.5

per cent of the total intra-African trade in 1990. The other leading group is extractive minerals

and fuels which accounted for 29.6 percent of the total intra-African trade in 1990. The

production of food items has mostly been at subsistence levels and for meeting pan: of domestic

consumption. In most African countries, ajp-iculture is rain-fed and based on low peasant

technology that is incapable of exploiting land resources intensively. Thus even in food

products, Africa has yet to meet its basic needs. Food production has grown at a rate of 2

percent per annum on the average over the last 30 years, as compared to a population growth

rate of about 3 percent per annum.

12. The structure of production at subregional level in the 18 countries of the Preferential

Trade Area for Eastern and Southern African States (PTA) subregion for instance, lacks

diversification. Eight countries produce coffee as their major export crop. The same pattern

applies to the Economic Community of West African Countries (ECOWAS) where cocoa is the

predominant product among more than five countries. The prevalent range of agricultural

products can hardly generate a basis for dynamic intra-African trade flows. On the other hand,

Africa imports a wide range of agro-based products which indicates that the potential exists for

Africa to process and manufacture those products.

13. Africa's industrial sector remains rudimentary and underdeveloped. For instance, the

sectoral component of Nigeria's GDP in 1992 included 37.0 percent, agriculture, 11.7 percent

crude petroleum, 0.3 percent mining and quarrying, 7.8 percent manufacturing; Zimbabwe is one

of the African countries with high manufacturing sector which was 24.3 percent of GDP, 10.0
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percent Agriculture and forestry and 7.2 percent of mining and quarrying while on the other

extreme, Tanzania had 62.5 percent agriculture, forestry and fishing; 1.2 percent mining and

quarrying and only 3.6 percent manufacturing in her GDP. 4/ The industrial sector is mostly

dominated by light industries geared to producing simple import substitutes, mainly to satisfy the

special needs of the urban consumers. Common among the products produced are processed

food items, textiles, leather goods and chemicals etc. The bulk of import substitution industries

are subsidiaries of foreign firms. Such industries tend to be poorly integrated in the rest of the

economies, particularly, in terms of cross linkages to local resources. They have, therefore,

turned out to be high cost industries, relying on imported intermediate inputs, and technological

know-how from the developed market economies. Such dependency on imported raw materials

and equipment has tended to exacerbate the balance of payments situation of many African

countries and the debt problem.

14. As export revenues continued to decline due to falling prices for Africa's major exports,

countries borrowed more in an attempt to close revenue gaps. The constraints posed by the

balance of payments situation were reflected in underutilization of capacity in various sectors of

African economies. Industrial production could not be maintained at original levels. Supplies

of products dwindled, prices increased and the quality of products deteriorated. It became

increasingly clear that such industries were not capable of sustaining domestic trade let alone

intra-African trade. Consequently, for at least the last two decades many countries experienced

a significant decline in investment and industrial production in general. In such an environment

intra-African trade could not be expected to flourish. Increasing intra-African trade would

invariably require rehabilitation and revitalization of African industries. In this respect, the

Second Industrial Development Decade for Africa (IDDA II) is a useful framework for

energizing this sector.

15. The creation of subregional groupings offers a useful institutional framework for

integrated strategic planning for the creation and promotion of more complementary production

structures that can take advantage of the benefits created by enlarged subregional markets.

Where national planning is efficiently interlinked under the coordination umbrella of integration

arrangements, production for domestic and sub-regional markets will be rendered more cost

effective and this is also in conformity with the objectives of 1iie proposed African Economic

Community.

(b) Potential for Transforming Production Structures in Africa

16. Africa's production patterns have not been able to effectively promote sustainable intra-

African trade. A wide range of variables have an impact on production patterns and these

include the size of a country's present economy; the range of natural resource endowment; the

geographical location; the social and political, conditions; infrastructural development and the

cooperative arrangements within and between countries. Each of these has a varying degree of

significance in transforming the production paitern of a country to be able to effectively respond

to opportunities engendered by the creation of sub-regional groupings.

4/ The Economist Intelligence Unit (E.I.U.), Country Profile, various issues, 1993,

Microfilms Publications Ltd. London
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17. The size of country's economy is of significance as far as the scope of the domestic

market for products is concerned. Similarly, geographical location of the country has a bearing
on its accessibility and the regional market. Natural resource endowment provides initial options

for manufacturing and transformation of raw materials. The social and political conditions

determine the degree of enabling environment that is available. In the same vein, appropriate

macro-economic policies, infrastructural developments and available entrepreneurial skills all

impact on the ability of a country to effectively respond to market opportunities generated by

economic integration.

18. There is an urgent need to explore new alternatives and options for change in Africa's

production patterns using all available permutations. Countries have historically used different

channels to enable them transform their production patterns. For instance, countries commonly

referred to as Newly Industrializing Countries (NIC) of the Far East relied on outward-oriented

export drive by creating incentives to promote exports. They succeeded in achieving a

breakthrough in export-led growth. This is one option open to African countries.

19. Another significant option is to explore the potentials of a dynamic production system

based on Africa's own resource endowment. The major regional strategies, including the Lagos

Plan of Action (LPA) and the Final Act of Lagos (FAL), African Alternative Framework to

Structural Adjustment Programmes (AAF-SAP) and the more recently adopted Treaty

establishing the African Economic Community, 5/ all provide frameworks within which the

African continent can exploit its resource endowments in order to promote sustainable socio-

economic development within the framework of economic cooperation and integration. African

countries have advocated the exploitation of their huge resource base to meet the needs of their

people. This has been favoured because it reduces dependence on external resources and

endoginises the process of development.

20. The African region is endowed with a wealth of resources both natural and human which

remain, to a certain extent, still under-exploited and under-utilized. The scope for exploiting

these resources exists and it is within this framework that national and sub-regional strategies

should be devised to effectively utilize such resources.

21. Africa's natural resources can be examined under two distinctive categories, namely

natural energy reserves and non-fuel mineral reserves. Africa has over 50 percent of world
phosphates, over 30 percent of bauxite, over 15 percent of world cabalt and copper over 5

percent of iron ore, over 45 percent of gold, almost 25 percent of diamonds, 70 percent of

platinum, over 80 percent of manganese, over 50 percent of chrome and considerable deposits

of rare minerals.^/ The continent's share of world's known natural energy reserves by the end

5/ OAU Lagos Plan of Action (LPA) 1980-2000 p. 8; The Treaty establishing the

African Economic Community, p. 13 and UNECA, African Alternative Framework to

Structural Adjustment Programmes for Socio Economic Recovery and Transformation

(AAF-SAP) p. 13.

£/ UNECA, Strategic objectives for Africa's economic development in the 1990s

E/ECA//CM.19
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of 1983 was 8.4 percent for oil, 5.9 percent for natural gas, 3.7 percent for coal and lignite and
31.6 percent for uranium. Hydroelectric potential amounted to 19.2 percent of the World's total.
7/ Africa's consumption of commercial energy fuels is still low. About 84 percent of Africa's

natural energy consumed is met by non-commercial energy sources including fire wood, animal

dung and crop waste.

22. Africa accounts for 6 percent of world's accessible coal. The bulk occurs in Southern
African countries mainly Botswana, South Africa and Zimbabwe. Other countries with large
reserves include Madagascar, Tanzania, Zambia, Egypt and Morocco. In the West Africa Niger
and Nigeria and in Central Africa, Zaire, Rwanda and Burundi have reserves of close substitute-
peat. The bulk of uranium reserves is found in Niger, South Africa and Namibia.
Hydroelectricity potential is widely spread on the continent. Africa is estimated to have
exploited only 5 percent of its hydroelectricity potential as of 1980. Zaire has the largest
potential accounting for over 50 percent of Africa's hydro-electric energy capacity. River Zaire
being the second largest waterway in the world, g/

23. Agriculture is the mainstay of most African economies. It is a source of foreign exchange
earnings, employment, food and raw-materials for industries. Historically, Africa's strength has
been in the production of tropical crops, including coffee, cocoa and palm oil. Many African
countries such as Cote d'lvoire, Uganda, Kenya, Ethiopia, Cameroon, Zaire and Angola have
depended on coffee for the bulk of their export earnings. In West and Central Africa, cocoa has
been a major source of foreign exchange earnings in countries like Cote d'lvoire, Ghana and
Cameroon all of which together accounted for 55 percent of the world's total production in 1982.
The land under cultivation throughout Africa is estimated at 195 million ha. accounting for only
26 percent of potential land, only 3 percent of total arable land is under irrigation accounting for
only 16 percent of potential irrigable land.

24. Livestock potential is also considerable, although the stock's productivity of meat and
milk is on the average poor due to widespread animal diseases and lack of sufficient control
measures. The vast area under water, particularly, inland water and sea, provides tremendous
potential for fish resources which are currently under developed for lack of technical know-how
and capital. As regards to forestry, many areas in East, Central and West Africa contain huge
rain forests. However, in recent years, much of these have been depleted due to population

pressures, coupled by immigration.

(c) The value of utilizing Indigenous Resources in Production for Intra-African Trade

25. A review of the resource supply and an assessment of the potential uses and end products
that can be made out of these resources using all the known techniques, as has been outlined
elsewhere in the paper, is not an end in itself. These resources have to be examined and their
uses justified in terms of their potential contribution towards tackling the main development

7/ Salvatore Dominick (Editor) African Development Prospects, New York, Taylor and

Francis, 1989, p. 43.

&/ UNIDO, Industry Africa. No. 3 "African Mineral Resources" Geneva, P. 16.
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objectives of the continent which include: food self-sufficiency, industrialization and poverty

alleviation. In achieving these objectives, expanding intra-African trade is a significant

prerequisite. A look at each group of resources and their benefits follows.

26. The group which includes crude petroleum, coal and natural gas and hydro-electricity is

a major source of energy as well as raw material in many chemical industries. Of particular

significance is petroleum which currently accounts for 20 percent of import bill of some oil

importing countries. The scope for cooperation in the development and in trade of this sector

in Africa is enormous. Other energy resources like coal, natural gas and hydroelectricity are also

significant as sources of energy and inputs into chemical industries.

27. Raw materials when processed or manufactured are essential inputs for further

manufacturing or for end users as well. They are essential for the realization of Africa's

industrialization objectives. Most of the mineral ores form vital components to the various

industries. Metallurgical industries, for instance, depend on iron, steel copper, aluminium,

nickel, lead and zinc. Whereas, chemical industries require such chemical bases as soda ash,

ammonia, sulphide, phosphates etc.

28. Agricultural sector has been and continues to be the focus of attention in a variety of fora

and at all levels. In recent years the African Heads of States have adopted resolutions calling

for transformation in inter alia ofagricultural production in Africa. Without stimulating recovery

in agriculture, which is the pivotal link to all other sectors, Africa's socio-economic recovery

cannot be achieved. Agricultural resources when fully developed could satisfy the twin

objectives of food self-sufficiency, and alleviation of poverty by generating incomes for rural

population. Furthermore, the raw materials produced in agriculture are an essential inputs for

agro-industries. Agriculture is a major source of raw materials for industries like textiles, food

processing, wood based industries and livestock. Secondly, agriculture is a recipient of inputs

from other sectors. Such industries include the chemical industries which manufacture fertilizers

and pesticides; and engineering industries which produce agricultural implements and tools.

29. Human resource is Africa's greatest asset which if effectively utilized can contribute to

sustainable development and the strengthening of intra-African trade. Development of human

resources is catalytic in translating all the development aspirations into tangible goods for intra-

African trade and the development of all other resources into tradable goods. As stated in the

UNDP Human Development Report of 1992, human development is concerned both with

developing human capabilities and with using them in production. Failure to equip this valuable

resource with appropriate education and technical know-how has in the past held back progress

in many sectors of the African economies.

III. RATIONALIZING PRODUCTION IN ORDER TO SATISFY REGIONAL

MARKETS

30. The scope exists in Africa for rationalizing production in order to satisfy regional

markets. Meanwhile, Africa has to overcome the various obstacles that have so far hindered the

whole process of raw-material processing. Such constraints include changes in consumption

patterns and technological innovations which have led to automatic substitutability between final

products. However, these constraints can be mitigated through cooperation and joint effort in



E/ECA/TRADE/93/7

Page 8

research, training and investment among African countries in order to increase the processing of

Africa's resources. Accordingly, through appropriate planning and policies intra-African trade

can be expanded. Cooperation arrangements among most African economic groupings have so

far been based on the orthodox theory of trade creation of customs unions. This concept relies

on the gains that would accrue to the economies as a result of removing tariffs and non-tariff

barriers between the cooperating states. This, furthermore, presupposes that under normal

circumstances or state of equilibrium, including full employment, trade liberalization would

stimulate growth through industrial production expansion and greater exploitation of the

economies of scale.

31. It is, however, commonly acknowledged that, the conditions favouring the conventional
customs union theory 2/ do not in fact exist in most African countries. A high proportion of

Africa's is with third parties while intra-African trade is only a minor component of Africa's

total trade. It is for this reason, that current economic groupings base their cooperation not so
much on the benefits to be derived from existing patterns of trade and production but in search

ofprospective gains which would obtain from rationalising the emergent structures of production.

Within this context of anticipated benefits, subregional groupings seek to increase opportunities
for profitable domestic and foreign investments, mobilize and utilize under-utilized resources.

This phenomena has been referred to as the dynamic effects of economic integration by the

various authorities on integration theories. 112/

(a) Economies of Scale Generated by Sub-Regional Groupings

32. Exploitation of economies of scale is built on the opportunities generated by enlarged

markets made possible by the creation of sub-regional groupings. For industry to go beyond the

so called "easy" stage 11/ of import substitution, enterprises need an environment that

supports self-sustaining industrialization. The second stage of import substitution entails moving

away from production of consumer goods for domestic markets to more diversified production
regimes. At this stage, countries explore possibilities of replacing imports with domestically

produced goods such as steel, petro-chemicals, and durable consumer goods. These enterprises

are usually capital intensive and accordingly in order to break even there is need to exploit

economies of scale which extend beyond national boundaries. In addition to size, industries at

this level require sophisticated technical know-how. Consequently, production has to be targeted

9/ Robson P., The Economics of International Integration, George Allen & Unwin Ltd,.

London, p. 146.

10/ See for instance Robson, op.cit., p. 149.

11/ "Easy" stage is described as the first stage of import substitution. It is depicted so

because the process involves intensive use of relatively unskilled labour, the efficient

scale of output is relatively low: production does not involve use of sophisticated

technology. See World Bank Staff Paper No. 438. The process of Industry

Development.
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beyond the domestic needs to justify the costs involved and to produce the quality and quantities

that provide an optimal rate of return to the investor.

33. Few African industries have been able to exploit the advantages of economies of scale.

This is demonstrated by the fact that most of the existing industrial production in Africa has

operated below capacity for the last two decades. It is estimated that on the average, capacity

utilization of African industries ranges between 30-40 percent. 12/ A number of factors have
contributed to capacity under-utilization and they include the following: flaws in the industrial

strategy pursued by many countries which inter-alia encouraged over-reliance on imports of

capital and intermediate inputs; over dependency on the public sector which ignored the basic
objective of making enterprises run on the basis of profitability; type of technologies that often

did not match with the demand requirements due to losses in capital input/ouput ratios, and

resulted in costly operations; political instability, poor macro-economic policies; and poor

physical infrastructures.

34. Exploitation of economies of scale is also essential for the support sector industries,

including the service industry. The success of industrialization depends on the availability of
high quality services in subsectors such as engineering, accounting, design, transportation,,

travel, telecommunication, media and financial services. African countries still lag far behind
in the development of their service sectors. Lack of funds for investments in roads, inadequate

supplies of water and electricity, all add to the list of obstacles to industrial growth in Africa.
Technology is playing an increasingly important role in the service industry such as banking,

engineering and communications. These problems make it imperative for exploitation of

economies of scale through sub-regional and regional economic groupings. Subregional markets

also offer countries the benefit of horizontal and vertical specialization.

(b) Technological Advances made Possible bv Economic Integration

35. Expansion of agricultural and industrial capacities requires developing, adopting and

exploiting the benefits of various technological advances. Resource endowments can only be

translated into end-use products through utilization of modern production methods. Minerals

undergo various stages of processing, starting from the mining of raw materials through

refinement up to fabrication into products that can be utilized in other industries like

metallurgical, chemical and agro-industries. Technological advancements in manufacturing have

progressed to such a stage that investments in massive factory infrastructures are no longer

required to produce competitively. New technologies enable mines to operate more efficiently

and with high rates of return. Similarly, agricultural production has benefited from the new

technologies such as biotechnology, agro-chemicals etc. High production is now possible in

crops like palm oil and cocoa with the introduction of new clones and hybrids. It is thus crucial

that African countries acquire a foothold in modern technology.

36. Africa has relied on foreign technology which requires adaptation to local conditions. In

most cases, the capacities and capabilities for such adaptation have been limited, thereby

12/ UNECA Consideration of the Draft Programme for the Second Industrial

Development Decade for Africa. May 1991, CAMI. 10 vol. 1, p. 24.
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constraining improvements in agricultural and industrial production that could be achieved.

Building up capacities is possible if African countries cooperated in the transfer and adaptation

of technological advances.

(c) Development of Human Resources

37. Africa's greatest asset is the abundance of its human resource. Africa has one of the

fastest rate of population growth, currently estimated slightly at 3 percent annually. Although

over 50 percent of this population is young, the potential exists to equip it with appropriate

training and skills in technologies and entrepreneurship so that it can make a significant

contribution to the transformation of the economies of Africa. Other regions, particularly in

South East Asia have been able to exploit their human resources to economic advantage by

promoting labour intensive export-oriented industries. In Africa, on the other hand, human

resources are underutilized for a number of reasons. The economic crisis experienced by many

African countries over the last decade, coupled with low investments into educational

programmes and poor educational curricula, have left the region generally ill-equipped to adapt

to technological changes. Most of the high technical training and skills cannot be sustained by

any one country. However, joint efforts within the context of subregional economic cooperation

could be more cost effective.

IV. MODALITIES OF PLANNING OF PRODUCTION ON SUB-REGIONAL BASIS

38. To transform resources into useable and tradeable goods and services and to optimize on

economies of scale within sub-regional groupings may require cooperation in production and

trade. Successful cooperation will, in turn, call for deliberate policies, strategies and planned

approaches in investments and infrastructural development. The necessary strategies or

instruments mat would be deployed to achieve these goals would broadly fall under these

categories: institutional structures; positive macro-economic foundations; and enabling political

and social environment.

(a) Institutional Structures to Support Production on a Sub-Regional Basis

39. Institutional structures represent two levels: at the national and subregional levels. It

must be realized, however, that at each of these levels, the concept of planning has significantly

changed in recent times, particularly since the collapse of the centrally planned economies of

Eastern Europe. For instance, the role of the state in productive sectors has increasingly come

under serious scrutiny. Furthermore, many African countries implementing the IMF/World

Bank sponsored Structural Adjustment Programmes (SAPs) have abandoned their traditional long-

term sectoral planning and replaced it with short-term stabilization programmes. Coincidently,

traditional planning in the productive sectors like agriculture and industry have received

tremendous attention and resources but many of these have performed poorly in Africa.

Moreover, these plans failed to sufficiently accommodate subregional programmes. Very often

plans in the two sectors are confined to national interests and often emphasize production for and

maintenance oftraditional markets of developed market economies. These practices and attitudes

have spilt over into planning of the supportive infrastructures, like transport and communication

systems. The facilities are still geared to serving the traditional channels and mechanisms of

trade. To ensure an effective production capacity that will sustain intra-African trade,
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appropriate institutional framework is necessary and should be reflected in the national policy

instruments.

40. At the national level, it is important to identify the institutional framework within which
planning could be formulated and implemented. This is necessary to ensure coordination and
continuity in the flow of information among the various interest groups. Government organs
including relevant ministries and agencies will invariably continue to play a crucial role in
coordinating and monitoring the formulation and implementation of subregional sectoral
commitments in production. But their primary role should increasingly be to facilitate the
execution of such plans through policy support and provision of necessary infrastructural
services. In this era of privatization and participatory democracy, all agencies (private
entrepreneurs, business associations, international technical cooperation agents and financial
institutions) will have to assume more responsibility in deciding the ways and means of

revitalizing productive sectors.

41. It is generally recognized that subregional groupings appreciate the importance and need
for sectoral planning particularly in productive sectors like agriculture and industry as well as
supportive service sectors like transport and communication, those subregional groupings have
made provisions in their treaties to stimulate these sectors. Consequently, a number ofjoint or
multinational projects were formulated to advance the objective of sectoral development.
However, implementation of multinational projects has been low. This poor achievement is
attributable to several factors but crucial among them are lack of sufficient sustained funding and
absence of coordination of stabilization policies at the subregional level. Subregional groupings
will have to evolve a more aggressive and sustainable system of mobilizing funds for their
projects. One of the possibilities which is already being considered by many of the groupings,
including SADC and PTA, is to promote policies aimed at attracting private sector and foreign
investors more in the formulation and conceptualization of projects. These groups will be more
capable of mobilizing funds in view of their profit motivated inclination. Since the emphasis and
approaches to sectoral planning have differed among groupings, by looking at some sectors an

assessment can be made on how far these strategies adopted at subregional level meet the criteria

for subregional planning.

(i) Agricultural Planning at Subregional Level

42. The objectives for cooperation in agricultural production at the sub-regional level are
indicated under respective subregional grouping's treaties. Strategies for achieving these
objectives, however, have not clearly been indicated by some of the groupings. It seems that
the common approach has been to embark on various studies on particular sectoral areas, such
as agriculture. ECOWAS, for instance, undertook various studies within the context of their
common agricultural policy with the stated purpose of combatting and stemming famine by the
year 2000. UDEAC has also undertaken studies in agriculture. However, UDEAC has gone
a step further by creating units in member States that analyze the food situation and make
proposals for a subregional food strategy. The Preferential Trade Area for Eastern and Southern
African States (PTA) has also carried out several pre- feasibility studies in the area of
agriculture. PTA in 1991 designed a strategy in the major economic sectors, including agriculture
to enable PTA countries address problems of food security. The strategy, for agriculture
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cooperation focuses on seven major areas. 12/ The Southern African Coordination
Conference (SADCC), which has been transformed into the Southern African Development
Community (SADC), has a highly decentralized organizational structure. It has in the past relied
much on coordinating desegregated subsectoral areas in agriculture. Now with the formation of
a community, there is an attempt to change this to a well coordinated and rationalised plan not
only for this sector but all other sectors. CEAO came closer to sectoral planning when it
commissioned studies that would constitute the basis for sectoral planning.

(ii) Institutional framework for Industrial Planning at Subregional Level

43. Subregional economic groupings that have been created in Africa have had as one of their
goals the promotion of industrial development of their respective subregions. Approaches to
industrial cooperation, within the various subregions have evolved over the years. In the 1980s,
sub regional groupings endeavoured to implement the first regional industrial programme within
the context of the First Industrial Development Decade for Africa (IDDA), 1980-1990. The main
objective of the First IDDA was to achieve self-reliance and self sustainable development as
embodied under the LPA and the FAL. The main thrust was to build capacities to produce
goods and services competitively based on the use of domestic resources for regional markets
with surpluses for overseas markets. This was to be achieved through use of indigenous
industrial, entrepreneurial and managerial capabilities. Subregional institutions were to play a
key role in the overall coordination, monitoring and promotion of the joint investment and
creation of subregional markets. However, the ambitious plans for the first industrial
development plan were not adequately backed by funding. Hence, the objectives were not

realised. There were also other contributory causes including political and institutional factors

which undermined the implementation of the first programme.

44. The disappointing results of the First IDDA convinced African countries of the need to
embark on the Second Industrial Development Decade for Africa (IDDA II), covering the period
1990-2000. The concept of self-reliance and self-sustenance has been retained but other key
factors have been incorporated in the programme. In formulating the Second IDDA, there were
deliberate efforts to include in its implementation active participation of all relevant institutions;
particularly at member States levels. These are to participate in the conceptualization,
formulation and design of the plans as well as their implementation. 14/

45. The strategic approach within the Second IDDA is for subregional programmes to be
derived from and coordinated with the national programmes and thereby giving rise to multi
national industrial projects, provided they meet certain criteria. 11/ With the criteria in place,
the selection of projects remains a continuous process.

11/ See PTA, Trade and D^ye'"!11""* Strategy: Market integration and Economic
Transformation for Sustainable Growth January 1992 p. 40.

14/ See for instance UNECA CAM op.cit p.4.

11/ These criteria include equity participation, inputs from the subregion, targeting for

sub regional markets. For more details see: CAM, I0/5/vol.2 p. 30 and 92.
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(b) Macro-Economic Foundations In support ofSub-Regional Development Strategies

46. The macro-economic policies are concerned with the aggregate national income and
expenditure and normally take three basic forms viz fiscal policy dealing with government

revenue and expenditure and monetary policies plus other national economic controls.
Hormonizing and coordination of fiscal policy would for instance, result in greater convergence

in such variables as national tax system, fiscal deficits and inflation control. Thus fiscal policy
harmonization is important in increasing better resource allocation among the cooperating

countries. Similarly coordination of monetary policies is also significant since it checks on
divergence of monetary variables like the exchange rates, interest rates and capital movements

between cooperating countries. The overall markets for goods and services and factors among

the cooperating states are determined by how far monetary policies are integrated.

47. Coordination and harmonization of national macro-economic policies have been at the

heart of subregional cooperation groupings strategies and yet it is still remain a thorny issue to

tackle. In all African cooperation groupings, countries continue to pursue divergent macro-

ecdnomic policies. This has been further exacerbated by the need to implement uncoordinated
SAP? by most countries of the region. It has been common, for instance, for countries in the

same cooperative arrangement supporting huge public sector while others pursue a mixed type

of economic policies. Furthermore, some countries have strong central control and participation

in the production sectors maintaining high protection to their industries and stifling

entrepreneurial development. Divergence in monetary policies among cooperating member

countries have also been reflected by various exchange rate mechanisms applied as well as hyper

inflation maintained in some countries.

48. Planning of production at subregional level needs to be backed with concrete policies.

Such policies are essential for stimulating production and promoting private and foreign
investments. Policy decisions made at national level should be in harmony with those undertaken

at the sub-regional level in order to foster efficient utilization of subregional resources. The

policy framework should seek to exploit the principle of comparative advantage and to foster

efficiency in the productive units.

49. Each sector may call for slightly different focus in policy orientation. The policy

framework for agriculture for example has been well elaborated in some of the existing

groupings, like PTA and ECOWAS. These policies have the basic aims of promoting the
production and supply of staple foods and food security within ..the subregion; addressing the

issue of research and technology adaptation in the subregions; promoting agro-industries;

expanding basic rural infrastructures such as feeder roads, irrigation schemes and storage

facilities; conserving soil and water; and ensuring provision of essential inputs to agriculture.

50. Industrial policies for the subregion must also be consistent and follow appropriate

sequencing for creating industries. The policy strategy should be to maximize potential

advantages for resource exploitation. The issues that need to be addressed in this respect include:

defining the role of public sector in industrialization; identifying priority industries; organizing

industrial activities through rationalization of sectors; taking necessary measures to rehabilitate

idle plants in priority branches including agro-industries, metallurgical and chemical industries;

encouraging investment; and harmonising investment codes. The national investment codes have
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to be revised to project a more promotional appeal rather than regulatory to be able to attract
private investment. Furthermore, in order to create an environment conducive to attracting both
domestic and foreign investment, there is need to promote positive attitudes towards competition.
Regulatory mechanism should foster, rather than impede competition. The key elements that
would need to be addressed in this respect would need to include: terms of entry and exit of
enterprises in certain sectors; administrative and regulatory mechanisms that foster development
of enterprises; relaxing price controls and foreign exchange restrictions that act as disincentives
to industrial production; and enacting positive labour laws, that support employment.

51. Monetary and fiscal policies need to be strictly monitored if they are to support
development. Monetary and fiscal policies are important in promoting intra-African trade,
determining what is produced, and in turn influencing the decisions of investors. The major
existing subregional groupings have undertaken measures to harmonize their monetary and
financial arrangements in order to support economic integration. Clearing Houses, like the West
African Clearing House of ECOWAS and the PTA Clearing House, were created to facilitate
bilateral transactions using respective national currencies. Balances are periodically reconciled
and cleared with only net amounts settled in foreign exchange. The arrangements are designed
to conserve member States' hard currencies. However, the foil benefits from these clearing
houses have not been realized due to various problems including balance of payments problems
and need for convertible currency to import necessary foreign inputs. Fiscal policies involving
taxes and government controls can also act as a disincentive to production. High tax rates on
final products discourage investments as do high inflation rates which encourage investing in
inflation-hedging assets as opposed to productive investment.

(c) Political. Economic and Social Environment Required for Implementation of Sub-

Regional Programmes

52. Success in implementing sub-regional programmes and projects also requires political
stability; an environment conducive to private sector initiative; infrastructural support services;
and adequate financial structures and funding. Political stability is a necessary prerequisite for
successful economic cooperation and integration. It is, among other factors, an essential element
in attracting both domestic and foreign investment. Policies geared to promoting entrepreneurial
growth and private initiative are pertinent to transforming production structures in Africa.
Furthermore, removing price distortions engendered by price controls and minimizing
government intervention in private business are also important in promoting entrepreneurial
development. The role of government should mainly be in providing an "enabling environment
for doing business. Such an environment should include: provision of information services on
prices, markets, and demand and supply structures; provision of research and extension services;
and legal framework within which private business can operate, including protection of property

rights, contractual legal framework, and conditions of entry and exist in business. Similarly, the
government can assist the development of entrepreneurial skills by providing training and

encouraging development of such capacity.

53. Planning of production at sub-regional level and development of intra-African trade
require a developed infrastructure linking not only countries within sub-regions but sub-regions
themselves. Africa, as a continent, has the most disjointed transportation and communications
network. African countries have recognized the importance of linking the African economic
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space and it is in this respect that the ECA Conference of Ministers adopted the Second United

Nations Transport and communications Decade for Africa (UNTACDA II) as a framework for

implementing sub-regional programmes to link various parts of Africa.

54. Availability of financial resources as well as able and motivated economic agents,

determines sub-regional programmes that can l>e undertaken and implemented. Identification of

possible sources of funds and their mobilization to enable the institutions and individuals to

proceed with investment is critical to the implementation of sub-regional programmes and

projects. This is an area in which the external and domestic sources need to play a

complementary role. There is need for greater cooperation in financing and implementation of

strategic projects. The necessary prerequisites to effective financial mobilization are well

designed projects or programmes which can attract both private and public funding.

55. The initial task in the planning process of sub-regional production programmes would

involve stock-taking. This stage involves determining availability of resources, the possible uses

to which the resources can be put, the production modes and structures that would be needed to

transform inputs and raw materials into final outputs. This process, accordingly, also involves

the choice of technology as well as details on cost alternatives. In mapping out the strategies for

effective transformation of production based on efficient use of domestic resources, subregional

groupings should be guided by current trends in production, marketing and distribution as well

as the need to allow market forces to operate.

56. Following the stage of stocktaking and prioritization, the actual logistics of developing

sub-regional strategies for integrated production should follow. This would entail decisions as

to the means of allocating responsibilities. There are variety of ways, approaches and criteria;

some of which have already been tried among subregional groupings. One of these is the

physical assigning or dividing out ofprojects that would ensure efficient utilization of subregional
resources. This approach would be based on several criteria including, resource base,

comparative advantage and the need to meet equity considerations in developing the subregions.

57. However, in this era of more open global markets it may be difficult to plan production

on a sub-regional basis. Such attempts have been tried in other regions. These approaches have

included the assigning of industries to various member states of an integration grouping, such

as the one carried out under the ANDEAN PACT, or concluding neat intergovernmental

agreements on the sharing out of industrial production activities which was pursued by the

defunct East African Community. The more feasible approach at this stage of strengthening

subregional institutions should be aimed at achieving coordination of national economic and

social policies.

58. The prerequisite for this include the transformation of national production structures

through adopting a more liberal attitude towards the private sector. Furthermore, it is necessary

to ensure that macro-economic policies under SAPs are subregionally harmonized to avoid the

existing contradictory actions. Support given to regional programmes like UNTACDA-U and

IDDA-II which are implemented subregionally would prepare the countries for further

commitments to integration programmes. In any case, there are already a number of

multinational projects being promoted by the different subregional groupings like PTA's
Agricultural Research Programme, The African Centre for Technology and Centre for
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Engineering Design and Manufacture both of which are regional projects. Production of

pesticides industry in UDEAC countries and production of vegetable oil in North Africa are

additional multinational projects that have been identified by the subregional groupings within

the Second IDDA following a comprehensive criteria.

59. Joint planning would also require to free the national economies more and prepare them

for the highly competitive and technologically oriented global markets. Developing and

promoting information exchanges between countries as well as intensifying the building up of

human resource capacities will constitute key elements in the national and subregional planning.

V. CONCLUSIONS AND RECOMMENDATIONS

60. The emergence of economic and trading blocs in the world has given African countries

more reason to seek closer economic cooperation. One significant landmark towards achieving

this has been the signing of the Treaty establishing the African Economic Community

Promotion of intra-African trade is an important element in the implementation of the Abuja

treaty. Consequently, efforts to remove obstacles to increasing intra-African trade are a

component of this process. One of the strategies for revitalizing intra-African trade in the 1990s

and beyond adopted by the African Ministers of Trade was to restructure Africa's production in

order to realize greater diversification. This calls for increased productivity and efficiency in the

use of endogenous resources. This paper has tried to explore possibilities of employing Africa's

under-exploited resources to transform its production structures into instrument for more dynamic

and competitive economies.

61. The preconditions to developing these resources have been identified and include

establishing the institutional framework; positive macro-economic policies; an enabling social and

political environment; positive attitudes towards entrepreneurial and private sector development;

and infrastmctural support. However, the most important tool remains economic cooperation.

It is through economic cooperation that the economies of scale can be realized. Individual

African economies are too small to support development of heavy industry

62. Planning is a process of anticipating the future and thereby prepare for it accordingly

It is an evolving process which is continually modified. The current trend in sectoral planning

emphasizes the harmonization of national policies, strategies and measures with those at sub

regional level for improved production. Planning for production entails sectoral strategies as

well as various stages. The first one is the consensus building among the main beneficiaries.

The second involves working out the modalities for effective implementation of such plans. The

paper has tried to show how to go about this process The critical component of working out

the financial implications has not been considered by this paper and therefore demands further

analytical considerations.

63. A high degree of political will precedes any other measures to successful execution of

planning at subregional level. It is through a stable political environment among the participating

states that commitments made between them would be honoured. Harmonization and

coordination of policies need to satisfy the following elements: national policies should not

contradict the subregional objectives; free movement of goods and factors of production

throughout the subregions need to be guaranteed; monetary and pricing policies, particularly
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exchange rate regimes and pricing policies should not be so divergent as to distort the true value
of goods within the subregion; investment policies should be harmonized to avoid unhealthy
competition between foreign investors. The private sector should be permitted to operate with
minimum intervention from the State. The state should, however, create the right climate
towards domestic and foreign investors. Financial instruments such as banking networks for
providing letters of credit, export credits and other financial services should be available and
operate efficiently. Finally, human development should be seriously tackled through provision

of appropriate skills in order to ensurea trained labour force.


