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I. Summary and conclusions

1a On 15 December 1975 the General assembly adopted resolution 3508 (XxX)

calling for the examination of long-term itrends irn the economic development of world
regions. The resolution requested, inter aliay, the regional commissions t¢ prepare
studies on long—~term trends ir and forecasts of the economic development of their
respective regions taking into account the national development programmes of
individual countries and the particular characteristics and priorities of the regions,
In 1977, the Economic and Social Council adopted resolution 2090(LXIIT) which,

inter alia, recommended that the regional commissions should continue and further
expand their studies of long—term trends in their regions in order to reach paractical
conclusions regarding the expansion of economic co—operation both on a regional

and on an international scale. The Council affirmed that the regional commissions
should bear in mind long-term prospects for the economic development of the regions
of the world during the elaboration of the new international development strategy.

2 The Committee for Development Planning at its twelfth session 1/ 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 retrospective analysis and a forward
look to'hélp in designing and implementing appropriate development policies. A4t

the thirteenth session, g/ the Committee elaborated on the mutual relationships among
the various regions and examined methodological guidelines for further examination

of the devélopment trends in the regions. At the fourteenth session, ;/ the Committee
took note of the long—~term development studies that had been undertaken and those
envisaged and observed, inter alia, that there was a great variation in the nature
and scope of the studies as well as in tne methodelogies used. In 1979, at its
fifteenth session 4/ the Committee further elaborated that the provisional results

of the guantitative perspectives suggested that an average annual rate of growth .

of gross domestic product for the developing countries as a whole above the 6 per
cent target in the International Development Strategy for the Second Development
Decade was possible, perhaps even rising to 7 per cent in the 130¢0s. The Committee
considered the coubling of the per capita income of the low-income sroup of countries
(including the least developed) bv the vear 2000 to be the most important objective.
At its sixteenth session in 1380, j/ the Committee recommended various specific
objectives which included a growth rate in GDP for developing countries of 7 per cent
with a per capita growth of 4.5 per cent in the 1980s3; agricultural expansion of

4 per cent, manufacturing output growti: of 9 per cent, (9.5 per cent for low—lncome‘
countrles) export growth of 7 5 per cent and import of not more than 8 per cent.'

3e In the ECA oecretarlat, the focal peint for the elaboration of an Internatlonal
Development Strategy for the Third United Nations Development Decade was the
preparation of an African Strategy. In Harch 1973, the fifth meeting of the
Conferenee of Ministers and forteenth session of the Sconomic Commission for Africa

”Réborﬁ on the Twelfth Session, &/5793.

Report on the Thirteenth Session, E/5939.

Report on the Fourteenth Session, 5/1378/46. .
Report on the Fifteenth'Session, “/1979/37. .?f.ﬂ 3“

See Committes fp» Developuent Flanning Revort on the sixteenth session 7—16
January 1980, 5/1980/3.
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on output in the primary and secondary sectors; and (d) import levels being determined
by availability of external resources but tending to increase with income. In
agriculture, two approaches were tried. The first alternative obtains total
agricultural value added through a lcg-linear production function with acreage

and labour as the independent variables. The second altermative uses the gquantities
of the most significant commodities from which gross agricultural output and value
added are obtained. The industrial sector output is obtained from the incremetal
capital ocutput ratio with capital stock and value added in the service sector
obtained as a function of the cutpuf in agriculture and industry. The traditional
consumption function is used to esitimate and project total and private consumption
while Govermment consumption is given as thée difference between the two. Investments
are usually taken as a policy variable although in some cases a distinction is drawn
between autonomous and induced investments. In these cases the later is estimated

as a functlion of income. Exports are obtained from the export guantities of
commodities ina particular country, while imports are obtained from the level

of income and the value of the previous year's exports. The trade and savings

gap are obtained from the appropriate identities and the more dominant of the two”

is identified.

Te The model for the non-ieast developed African countries is disaggregated in

as many important sectors as the economy and data allow. The output of the
agricultural sector is based on a production function with acreage and labour. In
some cases,; howeveIr, elther a time trend or a commodity aprroach is used instead

of acreage and labour. Value added in the mining sector is estimated either through
the capital stock in mining or throu.h the output of specific mineral products.

In a few cases where only one or two mineral commodities dominate the mining output,
an equation including a variable of international demand is attempted. Manufacturinz
is obtained from the capital stock in the manufacturing sector while construction

is regressed on the volume of total investmeént. Value added in the service seotors,
namely energy, transport and communicaztions and other services, are regressed mainly-
on the total value added of the major productive sectors. IEnergy is related to the
sum of value auded in mining, manufacturlng and comnstruction. Transport is

explained by the sum of mining; manufacturing, construction and energy and the
ratio of urban population to the total population. Other services are obtained

ag functions of output in all the other sectors. Consumption and imports dre obtained
from total demestic product via.the marginal propensities.to consume and to import.

B. The model for the major oil-exporting countries is identical with that of the
non-oil—exporting countries except for the separate and unique treatment of oil
production and exports.

9. In*Africa, econometric model building especially with respect to an entire
national economy is still in its infancy. The objectives of tke various models

were (a) to bring out the interconnexions of the basic macro-variables and to estimate
their relationships quantitatively soc as to be able to monitor the structure and
performance of the economy and to chart its likely future courses; and {b) to develop
alternative normative scenarios of the eccnomy and derive the policy measures that
seem important in directing the course of the variables as desired.

10. 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 model and its performance. Indeed quantitative models have to be supplemented
by critical quantitative judgement to avoid mechanistic types of growth concepts.

- Yy -
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15. "As regards consumption and investment during 19701977 there was a consistent
rise in the growth of these variables as per capita GDP 1ncreased. It is apparent
that the better off a country is, the faster it increases both its consumpiion
and. its investment. Nevertheless, consumption as pe:centa.e of GIP was higher the
poorer the couniry, averaging as much as 89.4 per cent for the least developed
countries and 84.2 per cent for the- non-ieast developed couﬂtrles- Conversely,
investments were higher for the richer countries ranging from an average.qf 34 per
cent for the magor—011~export1ng countries to an average of 12.9 psr cent of GIP

o Tor. the least developed African countries although the disparities in the .over-all
incremental capital output ratios are not very big. The foreign sector showed a
tow growth in the volume of exports and a relatively high srowth 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 1370 and 1977. TFor .
developing Africa as a whole exports in real terms grew by an average annual rate
of. about 3.3 per cent as compared t0 an average annual rate of 9. 5 per cent in

real imports.

16, The . estimated model's parameters shows that in the a_ricultural sector the
elasticity of output to labour is, in each group, hijher 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 0.E8 while that of acreage was 0.36. For most
of the other groups of non-least developed countries the elasticity of output to labour
was higher than 2 and was as hizh as 4 for the 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 these groups of countries with
relatively higher per capita GDP like the major oil-exporting countries. The
importance of agricultural labour should also be taken as an 1nalcator of the
importance of controlling rural-urban mi sration.

17. The major findings in the other sectors were that (a) in manufacturing there
were relatively hi h incremental oapltal output ratiosg (b) by and large the
coefficient of construction to investment was low and did not vary considerably.
petween groups, the implication being that between 0.2 and 0.3 of all additional
invesiment goes into construction in nom-agricultural fields; (c) energy had .a
relatlvely higher coefficient {as a function of manufacturing mining and constructlon)
in the poorer couniries which have more need for power; (d) there was a

structural similarity among sroups in transport in terms of the slow pace of rrowth and
the amount of incremental value added taken by the transport 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 couniries and the o
prollferatlon 0f gervice emplovments in the richer ones.

18. The consumption function for all tho sroups was relatively stable with only

small differences in the parginal propensities to consume possibly because the

poor couniries still have high consumptlon needs while the richer countries have
stimulated consumption as a result oi fast growth. The import functiona show that
import dependence has been increasing witlL GDP particularly in the non-least developed
countries including' the majér-oil-exporting countries which have a very high import
rate. The 1wport propensitv in developing Africa seems to increase steadily with
income. e

- vii -
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23. fThe policies that emerge are all in line with the Strategy for Africa for

the Third Development Decade as adopted in resolution 332(X1V) of Conference of
Ministers. In agriculture the major implications of the results can be summarised
as followss S

(a) agricultural output should expand by about ' '4 per cent;

(b) in view of the high elasticity of agricultural output 10 labour, agricultural
labour intenmsity should be increased with (i) greater investment in the rural sector;
(1i) improved rural infrastructural development in feeder roads, electricity and
pure drinking water; (iii) land reform policies; and (iv) adequate pricing policies
aimed at inereasing rural income and improving the rural-urban terms of trade;

(s) cultivable land area should be increased through, inter alia, multinetional
co—operation irrigatidn projects like river basin schemes and small and laboure
intensive irrigation projecis;

(d)n-over—all agricultural productivity should be improved bv inter alis
strengthening the link between agricultural research and the rural production process.

24, -Inﬁthe‘manufacturing and infrastructural sectors the major implications of
the Tesults ‘ares :

(a) developing Africa as a whole should aim at much higher rateg of
expansjon in manufacturing and infrastructure than achieved during 1970«1977 with
a target rate of 9.5 per cent yearly growth in manufacturing, and this would call
for policies to: (i) increase substantially the efficiency of capital through the
elimination of undercapacity utilizatiou, improvement in management} improved project
formulation, appraisal and implementation and increased use of appropriatge laboyre
intensive technologies; (ii) develop patterns of industrial development with strong
interindustry and intersectoral linka_es which utilize local resources to the
‘zreatest extent possible; (1ii) increase intra—African trade subgtantially 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 marketis thus necessitating the removal of
trade barriers by developed countriesj {vi) enable developing countries have easier
access 1o technologies and to emhance the capacity for these developing countries
to co—operate in this field; (vii) increase the flow of external resources to permit
the importation of capital goodss S

(b) particular attention will need to be given %o 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;

(c) ‘frénquft must expand by over 6 per cent yearly in the 19808 including
road, rail and maritime traneport, with special atténtion beinz paid to the land—
locked countries and to the co-ordinated transport network for Africa as a whole.

25, ‘he results also show that in the.19803, developing Africa will have to
maintain high rates.of domestic savings to finance the high rates of investuent.
Similarly, the trade sector shows trends of increasing import dependence which

will have to be reduced in the 1980s. The relevant policy implioations_are‘thati‘

- i% -
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28. The domestic policy implizations of the projections for the least developed
African countries are outlined in document ECA/CONF/LDCS/B. However, for these
countries, the following policies will be vitally important in the 1280s and
beyonds

(a) attainment of self-sufficiency in foodj and

(b) a fundamental restructuringof production through (i) fuller expl-lta*l-~n
of natural resources; (ii) establishment of optimal production units; (iii) fuller
utilization of human resources; (iv) establishment of the necessary infrastructure
especially in the land-locked and island countries; and (v) strengthening of
subregicnal and regional co-—-operation.

29. In the non~least developed and non-oil-exporting countries the important
policies relate to:

(a) expansion of agricultural output and especially food production with
(i) agricultural projects that give quick returns and (ii) increased productivity
especially per unit of labour;

(b) stronger growth in the mining and manufacturing sectors with more
detailed studies of the mineral resources;

(¢) increased import substituiion of consumer goods with, whenever possible,
gsome specialization among countries to enable the industries to be viable and
profitable;

(d) increased control of imports of conspicuous consumption goodsj
(e) preparation of more studies that analyse the intersectoral linkages.

30. For the major oil-exporting countries, the major implications of the projection
results are thats ,

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

(b) these countries should carry out detailed studies of their prospects and
possibilities in fields other than oil and especially in agriculiire &1
manufacturings;

(¢) countries should direct their economies and control the ievel. and pattern
of affluent consumption, and carefully select investments with special reference
to their cost.

- xi -
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I1, IRTRODUCTICN

1.  Background %o long—téw studies in the Tmitel Notions

1. On 15 December 1975, the General Assembly adophulresolutlon 3508 (XXX)

calling for the examination of long-term trends in the economic development of

world regions. The resolution 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 individual ccuntries and the partlcular characterlstlcs and prlorltles of the

regions

2. In responms to this resolution, the Secretary-Gereral of the United Nations
submitted to the sixty-third session of the Economic and Social Council a report
dated 29 March 1977 on the long—term trends in the economic development of the
regions of the world (E/5937) Addendum ITI to this report contained a prellminary
assessment of long-term development itrends and prospects indeveloping Africa
prepared by the secretariat of the Economic Commission for Africa.

3. On 25 July 1977 the Economic and Social Council adopted resolution 2090 (LXIII)
which noted ‘with satisfaction the report of the Secreatary-General and recommended
that the regional commissions should continue and further expand their studies of
long—term econcmic trends in their resyectlve regions in order to reach practical
conclusions regarding the expansion of economic co—operation both on a regional and
on an international scale. . The Council affirmed that the regional commissions-

should bear in mind long—term prospects for the economic development of the regions'
of the world during the elaboration of the new international development strategv. o=

4., Furthermore the Council resolutidn requested the Secretary-General in cansultation
with the Committee for Development Planning, the Secreatry-General of the United
Nations Conference on Trade and Development and the heads of other interested bodies
of the United Nations system to start, on the basis of the regional studies under

way, preparations for the elaboration of ‘am over-all socio—cconomic ‘perspective of

the development of the world econcmy up to the year 2000, with .special smphasis on

the years up to 1990, taking due account of social and eCOnomlc factors within
development projections, interregionsl economic relationships and sectoral forecasts-
including methodologieal guidelines appropriate for the further examination of
long--'berm economic trends.

5 'In response to Oeneral Assembly resolution 3508 (XXX), the Committee for -
Development Planning at its twelfth session reiterated the view that the study of
long-term trends in and forecdst-of  the economlc development will provide a useful
framework for both g retrospective analysis and a forward look 1ntended 10 help in
designing and implementing appropriate develoPment pollcles.

6. At its thirteenth session held in April 1977, the Commlttee for Development
Planning examined the 1ong-term trends and forecasts in the economic development

of the various regions of the world, including document D/5937/Add/3 prepared by

the ECA secretariat. The Committee elaborated on the mutual relationships among o
the various regions and examined methodological guidelines for further examination -
of the development trends in the regions. .

Te At its fourteenth session in 1978 the Commlttee for Development Plannlng noted
that important studies on long-term development had recently been undertaken and
that several new studies were envisaged for the future. The Committee noted that
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(a) The establishment of self-sustaining, internally located processes of
developmeni and economic growth at the national and/or multinational level;

(b) Subregional and regional collective self-reliance;

(c) Development of human resources to ensure their greater participation
in the development process; : o - o

(d) Broad-based participation in the development process concurrent and
consistent with equitable disfribution of the gains of socio—economic development ;

(e) Acceleration of the 1ndustr1allzat10n pProcess on the 00nt1nent in the
context of the social and ecopomic environment of each country and not as Slmply
1mported foreign 1ndustr1allzat10n patterns.

12. The strategy further recommeds that the pricrities for the next Unlted Nations
Development Decade should include the attainmant of regional self-sufficiency in foodj
the establishment  of a sound industrial base,; the physical integration of the

region through transport and communicationssthe development of capabilities required
to establish sovereignity over the regions natural resources, the attainment of

a substantial increase in the present meagre: 4 per cent share of intra-African

trade in the total trade of Africa and the establishment cf mutually beneficial.

and equitable relations between African countries and the rest of the world.

13. The Economic Commission for Africa also undertook studies of the long-term
trends, problems and perspectives of the African reglon and prepared a preliminary -
assessment of long-term trends and prospects in Africa which, as noted earlier,

was submitted by the Secretary-General to the sixty-third session of the Economlc
and Social Council.

14. In 1978 at the seéventh session of the Conference of African Planners, the ECA
secretariat submitted document E/CN 14/CAP, 7/11 entitled "The search for a strategy .
for the Third United Nations Development Decade and the work being undertaken in

the ECA secretariat in that context". In this document some of the basic shortcomings
of the strategy for the Second United Nations Development Decade were discussed.

In addition, the preliminary specifications of a projection model together with the
trial results of projections and forecasts for a sample of eight African countries
were presented -and the Conference of African Planners was requested to make comments
ahd suggestions so.as to asslst the secretarlat in reflnlng and 1mprov1ng the
projections work. o :

15. The projection model covered maero projections of the main aspects of the

African economy on the individual country and the regional basis especially with.

regard to such macro-varisbles as sectoral cutput, 1nvestment, employment, publlc

and private consumption and imports and exports by major commodity group. The
projection medel was to beadopbed to znalyse the structure of individual country -
economies so as to facilitate the identification of the major national and international
problems  and eventually to make available country-speclflc 1mp11cat10ns of a varlety

of structural and pollcy paraneters. : - :

16. The seventh Session of the Conference of African Planners noted that the

model gs presented then was basically sound and useful and participants congratulated
the secretariat on the document and the work undertaken in the secretariat in the
field of forecasting and projections. It was however felt that ‘attempts should be
made to incorporate social objectives into the model subject to the availability

of quantitative information. In addition it was hoped that the model would be
further adapted to the specific characteristics and problems of kndividual African
countries. More specifically, it was suggested that (a) the Harrod-Domar production
function in agriculture should be re—examined in the light of the importance of
agriculture in the economic structure of most African countries and also of skilled
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21, TNotwithstanding these problems, the ECA secretariat endeavoured to implement
its programmes. In order to be able to make the projecticns the secretariat ..
undertook to Write, adopt and install various necesary computer programmes that
could be efflclently used on the small computer capacity in the secretariat. In
this regard mention should be made of ‘the very useful collaboration that the
secretariat received from UNCTAD. In addition the sedretariat also received
invaluable financial assistance from the Netherlands Government which enabled the
secretariat to keep in close touch with the country planning officials through
visits to individual countries to discuss the various paranmeters, results and other
pertinent polle implications. '

22. Subsequent to the seventh session of the Conferenoe of Afrlcan Planners and
in response to Jeneral Assembly resolution 3508 (XXX), Zeonomic and Social Council
resclution 2090 (LXIII) and, in partlcular, resolution 4 (II) of the Inter-
governmental Group on the Least Developed Countries as further elaborated in the
Arusha Programme for Collective Self-reliance and Framework for Negotiations, the
ECA secretariat undertook a special study relating to a guantitative analysis of
the problemg_Jnd perspectives of the African least developed countries in the
frnmewor& of the Third United Nations Developmeni Decade. The study provides a
series of projegiions of the major macro—economic variables covering the 1980s for
Afrlcan least ueveloPed countries and formed a basis for discussion at the
Conferénce on the Problems and Prospects of the Least Developed- ‘African Countries
nweld at Addid Ababa in March 1980. The results and the main policy implications
derived from the study are presented in this text in the section on the least
developed countries. ' o o

L

23. Bearing in mind the various sug.estions made by the seventh ‘session of the
Conference of African Planners and comments and suggestions received from various
other sources, the ECA secretariat revised the standard projection model for African
countries. Consequently, three types of models specified separately to correspond
to three economic structures namely the least developed African countries, the
major oil-exporting Afllcan countries and the non—oil exporting and non least
developed African countries. In the analysis and projections, the last subgroup
of gountries were further subdivided into three groups ‘according to their level of
per Paplta income in 1970. The full details of the respective models and the
results of each subgroup are given in the. approprlate sedtions of this document. _/
These results are still provisiocnal as they have to be discussed and adjusted in
light of any pertinent observations of member govermments.

1/ The full and detailed results on the least developed African countries
are given in a =zeparate document ECA/CONF/LDCs/B entitled "Quantitative Analysis
of the Problems and Perspectives of the African Least Developed Countries in the
Framework of the Thlrd United Nations Development Decade', '
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29. In this connexion, the United Nations Secretariat adopted a system of national
accounts (SNA). which provides a comprehensive and detailed framework for the systematic
and integrated recording of flows aud stocks of an economy. It brings together
data ranging from a high degree of aggregation to detalled imput-output and flow—
of-fund tables into an articulated; coherent system. é/ Such a system is designed
to provide international guidance to national statistical authorities in their
efforts to improve, elaborate and extend their national accounts andtheir system

of basic statistics =so as to integrate them into a coherent data structure of
common definition and classification for all flows and stocks required for purposes
of economic and social analysis. It also permits developing countries in general
to adopt the full system to their own reguirements and circumstances, including

a sug_ested order of priorities for developing the standard accounts and tables of
the system.: :

30. The practical problems faced particularly by developing African countries

in the.compilation of national accounts data are essentially twofold in nature,
namely, the lack of a reliable and developed basic data source on which 1o base
estimates and the lack of trained and experienced statistical personnel to do the
estimates on a regular and consistent bagis. This naturally poses a problem to
those who wish t0 undertake in-depth capacitation or diagnostic analyses of economic
and social conditidns in Africa &0 as %o understand or 1dent1fy bottlenecks facing
the lagging settors and segments of the economies.

31. In effect the lack of an efficient data base in many African countries limits
the efforts of researchers and planners in formulatlng more realistic development
models as guldel+nes for decision making. In many cases, the determination of
posgsible development targets requires a’ thorough and detailed examination of how
the country has evolved in the past’ (historical data) and of the dynamlc factors
which have played an important part in its growth. Once the economy's past
structural and policy parameters have been determined, it Wwecomes possible to assess
the ecounomy's growth potential and to define the degree of effort required to
achieve various alternative patterns of growth. Such a task is made difficult in
Africa because of congtraints relating to dlsaggregated data and sophisticated
glsctronic squipment. :

-

3a Data used in the guantitative analyses carried out at ZCA

32, The main difficulty faced in building econometric models in ECA is data
availability which limits the capacity to incorporate enough detail in models 80

as to make them useful for policy analysis and recommendations. In most cases the
statistical series available are shcrt, ircomplete, contain substantial errors and
are suhgoct to drastic revisions. Add t0 this the numerous changes in pOllCleS

and parameters and it is difficult to escape the conclusion that any econometrlc:
models evolved will contain serious specification errors. For the estimation and
simulation of the three types of models built at ECA — namely the standard model
for least developed countrles, the standard model for non-least develoPed countrles
and the 1nnut—output model - it was necessary to complle data produced by the ECA
Statistics Division, data from the UNCTAD data bank, data in-various ECA publications
and data in external publlcatlons of specific agencies (such as IMF, ILO, FAO,
World Bank, etc.).

;/ Seey United Nations, A system of National Accounts,

2/ Ibide, pp. 207-215.
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37. TFor the specification of countiry models, in addition to the ECA national .
accounts estimates other specific and disagerega’ed Jabta were computed or collected
from other sources. For instance, the disaggregation of fotal investment in real
terms into sectoral investhents was computed by taking anh average share of total
investments for a siven sector. The average share was estimated either from L
available estimates of sectoral investments in ECA or in statistical bulletinqur.
was derived from the réspective country's development plans. - Generally, however,:
only data ¢n invesiments in ajriculture, nining, manufacture, and construgtion and
the corresponding labour ferce were used in accordance with tae specification aof

the models. Other sectors were estimatad as functions of the abovs . sectors.

38:. Data on factors that contribute to agricultural production, namely acreage,
reinfall, fertilizers; rural labour force, agricultural machinery, ets. were ' "
difficult to obtain, Thus, for those countries: for which data on those factors
were not availzble, an attempt was made to estimate agricultural production through-:
the main agricultural crops,; using FAG growth rates, although such a method posed
many problems with regard to the relevant sectoral deflator in the derivation of
the agricultural value added at constant prices.

i Estimation wethod

39«  The projections work Was initiglly constrained by the absence of estimation
packages and simulation programmes. For the estimation of the various models, one
of the Biomedical Computer Programmes of the University of California (BMD) was
adopted. In all cases the various model equetions were estimated by the Ordinary
Least Squares method. Ideally it would have been preferable to use more robust

and consistent methods which take account of th simulianeous nature of the economic
relations in the various models. However, as noted by Prof. Tinbergen, given the
biases of mis—specificatiovn, extremely small samples and errors in variables, almost
complete reliance on direct least sguares to estimate models of developing economies
may be the most ssnsible research procedure. 1/

40.  In all cases, the reiantion reviaion or elimination of an eguation in a
particular model was based on the coefficient of determination (R 3 the t-statistic
describing the level of significance of the regression coefficients, the sign

of the parameter, the standard error of the estimate and the order of magnitude and
serial correlation of the residuals. In order to get stable and reliable prejection
results, it was considered necessary that the coefficient of determination of every
eguaiion gsiected for model simulation should be as high as possible. The equations
with particularly low coefficients of determination were respecified or were
removed from the model. For all the model parameters a high level of gignificance
for each coefficient in an equation was sought. Thus all parameters ihat were
insignificant at a 70 per cent level of significance were rejected in favour of
alternative variables or formulations. Sometimes the insignificance of the
parameters wag believed (o be due to the problem of nulticollinearity and, in such
cases, only one of the multicollinear varigbles was retained. Equations were also
excluded from the model if the sigh of the coefficient (s) differed from the
expected sign implying an econounically meaningless relationship. To choogze

among a given set of alternative and valid estimated equations, the standard error
of the estimates was used and the equation giving the least standard error of
estimate being preferrsd.

7/ Sce Feasible growth and trade zap projections in the ECAFE Region
Development Programming Technigues Series, No. 7T-
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IV, MOLZL BUTLOING IF TS AFRICAN COWERTD

1. Intrecduction

43. Econcmetric model building, especially with respect to an entire
national economy, is still in its infancy. But even within a shoxrt period

it has demostrated its use as a guide to national pelicy formulation. It

is known that, these models have ‘severe limltatlons as there are many elements
in the model which are often difficult to quantlf but in spite of these
limitations macro-models have proved theLr‘usefulnoss as a method for
considering, in a consistent manner, a number of variables of importance to
the eccnomy which bear a complex relation tc each other. '

44. Models, to be useful, have to be desxgned for specxflc pdrpcses. There
is no general all-purpoae model. It is the object of a model to isolate
those features which are of particular interest from those which are not of
relevance, t is necessary therefore that beth the background of the eccnomy
of the country for which the ncdel is being formulated as also the objective
are constantly kept in view. .

45. The models which are being developed ir the Econcmic Carmi=zsion fex
Africa are broad macro-models based on national accounts. The object is to
bring out the interconnexions of the basic macro-var 11bleq and to estimete
their relationship guantitatively, however approxi mately This appzroach:
maket it possible to menitor the current performance of the econcmy and Lo
chart its likely future ccurse on the basis of past and current performance.
They are- thus models for an anclytical understanding of past trpnds and thei*
projoction inte the fuxure cn the basis of pas+t exporlenie.

46. A s econd Qb;ectﬁve is to develop possxble ali~rnative scenarici of the
economy and the policy measures_that have tc be adopted to controli some of
the variables tc change the course of the OLhe;a in d951red directions.

47. It must be noted, howeverf that these models are subject to a qreat deal
of error owing to the paucity of data and vacioud unprecedented changes in
some of the variables and their interrelationships which it may not be
poss;ble to foresee at the time of LCfﬂUiaL&HU the medel. A& pragmaitis and
critical approach is thus needed in appraising a madel and lts performance.
The main limitaticns lie on both the economic content of the nathematical
relationships and the jaucity, unreliability and inadcgquasy of tazs statls Lical
data,base used in eat*mcting the structure and bcﬁuvioumg" parzmeters. ﬁ/

-8/ See "Intérét et limites des méthodes quantitatives de la
Plananlcatlon en AFrlque by G. Winter - Cahiers de 1'OPSTOM, vol. XII,
3, 1975, T -
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51. Finally, there is also a political limitation to the stability of the
econonic. and behavioural relationships contained. in a model, especially in
developing countries. ' Because ©f the present economic order based on the
domination of developing countries by developed countries through inter alia
transnational corporations, the monctary systen, technology, etc., some
structural changes may ceme about after a pertial:or total change in the
economic order thus leading to a new socic-econonic structure which could
net -be assuned as:one of the. raticnal.options of the projection exercise.
This kind of event would, of course, overturn mest of the parameters and.
relationships in a model. In this respect the large increase in petroleun
prices of 1973 and its’ impact on the structure of the sconomiés of oil-
exporting countries' is one of the most illustrative examples. In other
words, in meking projections it is difficult to make exhaustive provision

* “:for.such types of strategic structural changes which, in factg are the most
“rchallenging for most developing African countries. Qe

-

52¢ A second category of limitations relates to the statistical data used in

- agtimgting a model. 9‘/ Firstly, the adequacy of the present statistical
¢ framéwork is. questionable as far as developing countries are concerned. There

exists a gap between cbservable problems relating to the dynamics of socio-
eccnomic change and the conventiocnal metheds of gquantification. Thus, the
choice . of sstatistics is predetermined in. the measurement «f socio-ecconomic

. -phencmena in ‘developing countries since it is based: on preconcéived notioms
:.about basic soclal ‘and econcmic causal relationships ‘concerning development.
‘Not only is it unrealistic to explain a developing ecomony with notionsg

limited to only some parts of that econcry, but it is alsc not Infreguent
to find approximate and proxy mcasurcs that can often cause distertions in

-+ understanding the quantifiable part of the econcmy. It is therefore net an

‘‘‘‘‘

easy task to adapt existing quantification methods to the cconories of

“developlng countries so as to take account of their heterncencous structires.

It has to be borme in niné that such &fforts: should not be hampered by the
need for international standardization of data definitione. Further, it hes.
to be cmphasized that it is vitally important to collect the wost relrvant
quantifiable information on developi g econcnies,

5356”Secondly,'even in the.existing conceptual frapewofkg'etatistics'are'Very
difficult to obtain in many developing’ African countries owing to-the lack of

financial and human rescurces and also to a general lack of interest in the

ase ‘of ‘statistics for socic~econcmic analysis and planning,  The fallure of

‘many development plans 4h African countfies stems, ‘in- part, from the weakness

or non—existence of their statistical foundations.-: ik

54.‘*In undertaking the present quantitatlve ‘analyses and projectidns,‘the ECA

;- secretariat I's aware of 'all these difficultieés and limitatiétms. “In’ spite of

such limitations, however, it is Believed that quantitative dhalyses using
models are useful for the following reasons:

2/ See "Development problens and data collection requirements" by
Michael Ward, Seminar on Data for Developnent, UNESCQ, June 1979, Charmrousse,
France.
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effects on the economies of the developed countries and most of the developing
countries also increased protectionisp in the developed world and thus impeded
the achievement of most of the recommendations relating to aid, trade and |
technology However, one of the basic weaknesses of the International Develop—
ment Strategy for the 1970s was its misappreciation of the socic—~econoumic
conditions, structures and trends prevailing in the various developing regions
of the world.. . It is hoped that the next strategy would give full recognition
to the differences in structure and development levels of various groups of
countries and suggest fundamental structural changes relevant to each group.
The studies presented in this paper are expected te help in highlighting the
differences in structure and development levels of the African developing
countries. .

59, It should be noted that these studies take into account the need to
reflect as. closely as possible the development. needs and the structure of each
econory. For the African least deve loped countries. the study emphasized their
flnancial needs in estimating and projecting their respective domestic and
external resource gaps. For the non-least. developed countries, the study
focused on sectoral analysis, especially on the. behaviour of the main economic
sectors (i. e, agriculture, nining, manufacturing; construction, electricity,
gas and water, transport and comnunications and services). :

60, Also country reports and studies made by the ECA secretariat for the
annual Survey of Econonlec and Social Conditions in Africa have been used 1in
formulating country models and in nmaking projections.. -

6l. 1In the flrst trial projections exercise carried out for eight countries
in 1978 a standard projection model was built and tested using time-series
fron 1960 to 1975. This model was relatively detailed since it included
sectordl’ variables as well as employment and balance-of-payments variables.
The model and the results of the.trial excrcise werc presented-to the seventh
session of the Conference of African Planners and circulated to various
United Nations agencies._ Many observations and. suggestions were made. For
example, it was observed that the model was strongly oriented.towards the
foreign trade sector ‘since it included equations relating to imports and
exports of commodities, to commodity import and export prices, to the main
balance-of-paynents variables (net transfers from abroad, net factor income
to abroad, foreign reserves, etc.), In testing the mocel, the ECA secretariat
found it difficult to collect the necessary historical date on.sach variables
and to build reasonable mathematical relationships since these elemants are
almost totally controlled by the develcoped world. .Another criticisr related
to the formulation of production functions in the African context. Given the
nain characteristics of African cconomies (e. g. conpartnental ‘type of
production, existence of two or three disconnected secters: a subsistence
sector, an export-criented sector, an import-substituticn sector often not
oriented towards domestic demand, etc.}, it was observed that scme traditional
production functions night not be relevant ' o :
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in which the values of policy instruments required to achieve given ob]ectives
and targets are estimated, As the main objective of the present studies is to
understand the structure and the behaviour of the economies of African
countries, the first common scenario.which is analysed in all country or. group
models is a trend scenario or forecast where future development is estimated
through the values calculated for some mzcro-varinbles. In some cases,, this
analytical scenaric is supplemented by a planned or nommative scenario where
targets are set for some variables in order to achieve a given cbjective

{(for example a certain growth rate of GDP coupled with a reasonable domestlc
and external resources gap)}.

66. The word “projection” has been used in connexion with two different
ways of estimating the future value of any variable, namely forecasts and plans,
A pure forecast is sometines defined as an estimate made on the assumption that
nc changes in policles take place; the purest form of planned development is
explicit cptimal development. Both uses are given various interpretations,

- however, which raises the possibility of a range of different types of _
projection. Forecasts and planned development are sometimes contrasted to
highlight the need for a change in pelicies and such a comparison is often
fruitful., When considering pure forecasts and planned developments, it should
not be overlooked that for longer periods the assumption of constant policy is
rarely realistic; that development policies will usually be characterized by a
multiplicity of aims rather than a single one} and that a synthesis of aims
must be found if any one separately is incompatible with others. The
assumptions about technolegy and aims made in a projection must be clearly
stated if confusion about the nature of the projection is to be avoided EE/

s

67. The historical trend scenario aims mainly at identifying the major
imbalances and bottlenecks that might appear or that might be dominant in the
long run in order to enable policy makers to define and effoct the necessary
structural changes. However, since the historical trend scenario is based on
constant policies over long periods the results obtalned are probably
unrealistic.

68. The plauned scenaric shows, given a basic structural and institutional
framework, what are the consistent growth prospects of some key variables such
as value added in agriculture and manufacturing, gross domestic product,
external trade, consumpticn and investments. Here again it should be emphasized
that a normative scenario aims at identifying the boundariecs of policy
instruments in given demestic and international econonic orders. 1In any case,
a planned or normative scenaric should not be considered as a strategic
structural change since, as noted earlier, the latter is a complete change of
the economy where new policy irstruments have to be redefined in new models.
However, both the historical scenarioc and the planned scenaric are useful tools
in analyzing how efficiently structurzl change can be achieved,

17 See "Sectoral Output and Employment Projections for the Second
Development Decade”, Development Prograrming Techniques Series, No. 8,
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V. GENERAL DESCRIPTION OF THE MODELS USED

1. Bconomic classification of the African countries
7l. For the purpose of the present. study, African developin@"bbuhtfieé have been divided
into five groups, namely the African least developed countries, the major oll-exporting
ffricon countries and non~011 exportlng und non—~least develcped countries awarded into
three income groupoa e

T2+ . The rezsonc behind the above cla5“1i10at10n are twefold. First it is intended to
formulate models thet reflect the main characteristics of the countries, Because of the
hetercgenous nature of the continent, it would not have been realistic to have one standard
model for all countries. Secondly some classification of African developing countries has
already been made in the United Notions system and it was felt that such classification
should be taken into account. More specifically, the Commlttee for Development Planning
has classified 20 Africen countries as least developed countries and. since a.CGomprehensive
New Programme of Action for the least developed: countries was recommended in UNCTAD
resolution 122(V), it wag folt that epecific enalyses anc progectlons would facilitate the
detailed formulation of’ the CompruhensiVE New Programme of Action.

T3 Similarly, since the oil price increase of 1973 the major Africen oilmexporting
countries have had considerable possibilities of increasing their exports earnings and
consequently most of them hove embarked on large-scale development plans'wi%h very high
retios cf investment and imports in. GDP accompanied, in scme cases, by large balonce—ofe
payments deficits ant heavy indebtedness. This group includes Algeria, Gabbn, the Libyan
Arab Joamchiriya oand Nigeric. '

74.  The remaining countries were classifiec into threé income groups accéordinig to their
per capitz GDP in 1570, as was domne in the Annex III of the report of the Secretary-

General on long=term trends in the economic developnent of the regions of the world. 12/

The three groups are namely, countries with a per capita GDP of less than $US 200, countrles

with a per capita GDP of between $US 200 aﬁd $US 200 and countries with a per capita of
more than $US 300, ' ‘

75«  Under these classificstions in 1970 the subdivisions of the African developing
countries were as follows:

1. Least developed countries

Subgrou 13  (per capits GDP of above $US 110) Botswana, the Sudan, $he Gambia,
Lesotho, . e,

Subgroup 2: (per .apita GDP of between $US 100 and $US 109) the Niger, the
Central African Republic, the United Republic of Tanzania, Somalia,
Mzloi, Ugenda.

1z/ Long=term trends in the cconomic development of the regions of the world -
Report of Secretary-Genural, E/5937/Add,3°
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(iii) The oil-exporting countries

79, The thifd groip ‘Gf couritriés are the major oil—exporting countries of Africa. Thesc
countries have both special advantages and special probiems of their own. Some of them
have a small indusirial base and often o poor agricultural sector with barren stretches of
land. While cil is providing them with a very large revenue in foreign currency, it does
not automatically accelerate local development, and bottlenecks quickly develop becauss of
the lack of local skills and infrastructure. Further, oil is a depleting asset and account
has to be taken of the effects rapid depletion of the oil reserves will have on the growth
of the economy in future. As 3he effort to achieve rapid growth is based mainly on imported
technology and imported skills, this group of States is finding that its invesiments are
proving to be very expensive and the returns modest. These countries have been analyzed
with regard to both cil and other basic sectors in the projection. .

80. For both the least developed and the non-least developed group, models have also been
‘built by aggregatlng States with similar levels of per capita income to get more stable and
'homogenous sets so that conclusions can be more specific. For this purpose the least
developed group was divided intc four subclasses and the non-least developed group into
three subclasses on the basis of their per capita @DP. For the non-least developed group
the subgroups are group I, with$US 20C per capita or 1eos, group II, with between $US 200
and 3Us 300 und group TII with §US 300 or above,

2e Models for the three groups of couniries
({)' Model for the least developed'African countries.

_ 81.. The .simplest and most highly aggregated model is used for this group. It consists
of the follow1ng muJor equations?

1. 1log xAG = aAG + bLG 1églAC + CAG log LA
> oo T oot oo }ii it
0
3 Tgy = oagy thgy (Y * Y
4 Iy = YAG_+¥IND iy
5. C = a,+b, T

6. M = :;;M-IvbM ¥D‘

C+I+E~N

[

7. Y
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power, transpors, construction and mining) via the incremental capital/output ratio. In
countries vhere come apecdlfic setivitioen (2.0, mining) are very impertant as a single
sector, these areﬁes{imated cerorately.  The velus olded in the service sector is oﬁfained
e o function of the sum of vnlue added in agriculture and indusiry. From the sectoral
value sided total output - GDP ot fretor cost - i obtained by summation.

83,  On the demznd side of +the economy, the traditional consumption function is used.
Total and private consumpiion ore separately regressed on total income (ag a proxy for the
often used national disposable 1ncome)p Jovernment consumption is then obtained as a
residusnl from total cnd privote comsunption. Ik most cases, investments are taken as a
policy varlable. However, in some cases a distinction is made between autonomous and
induced investments. In these cazes the inducec investments are obtained from the aystem
as a function of the level of income while the autonomous invesiments - usually government
development“eipenditure - are left as an exogeneous policy variable. The model

tlnculshes two types of exports, namely historical exports and implied exports. Historical
exporto wre obtalned from export quantities of relevant export commodities of a particular
country using appropriate export prices. The export guantities are obtained from a function
which relates the quantitiss of o commodity exported and the quantities produced. The
jmplied exports are taken as a balancing item in the national accounts. Finally, imporis’
are obtained from a function which relates the volume of real imports to the level of real
income and the previous vear's value of real exports. In the absence of reliable data on
external resources, the previous year's value of real exporis are taken as a proxy. From
the model functionz zbove, the trade gep and the domestic savings gap are calculated from
the appropriate identities and the more dominant of the two obtained.

(i1) Model for the non-leasi developed

84. Mhe model for the countrics in the non-least developed group consists of the
following equaticns: '

1, Log YAG = t bAG log AC + " log LA

2 YMI = + bMég: IFMI
. o

3 Ty " T e s W

4o Ypya = 2ng * LI (Y‘[F ¥t YMI)

R R B R Ycom * YMI * Tong) * Om E'E’V'B

6o Yoow = “cor Peon

T Y = ogp 0 Ui * Yooms * o + Yo © Yo

8. YD = C+I+FE =M .

9. € = &, +b, T

10, M = a,M + bM YD
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89. It should again be pointed cut that the present country classification on the basis
of per capita GDP is only one among meveral pessible and perhaps ecually useiful
classifications. The present classification has been used here ag a pradtical one for

a large group of States which are otlierwise highly hecterogenous with regard to other
charadteriétics. Specific classification criteria have their use for gpecific purposes

but per capita GDP is a relatively wniversal critericn as it gencrally encompasses within
it n fairly large number of foctors each making ite contribution to the over-all performar -
lovel denoted by GDPe It will be scen later that a large number of other relevant
characteristics of the cconomy do indeed fell in line when per capita GDP is «dopted

as the basis for classifying the countries of the Africen region.
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Teble VI.2: Annual average rate of growth of value added in percentage
by sector, during 1970-1977

Regional group - | h Agfisﬁifufe | Indﬁstry e Services
Least developed o 1.97 3190n* . . 5.12
Group I . 2.69 , 6.31. 9.15
Group II- ' _ 2.47 3.66, 3.53
Group IIT 1.55 5.48. 4447
Group IV ' 1.19 2.05 3.87
Non-least developed : 1.79 4.29i - 5.95
Group I L te4h . S 3893 e T 5.27
Group II 2.18 5.27 5.59
Group III 1.76 3.54 2.64
Ma jor oil-exporting countries 2.63 13.01 8.40.

Developing Africa 1.79 . b6t 6.50

92, It will be seen here that industry, which includes manufacturing, construction,
transport, etc., is doing better in the countries whick are better off. Thus the
growth rates are 3.9 per cent in the least developed countries with 4.2 per cent in
the nom~oil—producing non-least developed and 13.01 per cent in the oil-producing
group. The diversification of the economy is moving very fast in the major oil-
exporting countries. It is: proceeding at a fairly rapid rate in the intermediate
group as well but not in the least developed countries. e

93. In agriculture however there is a differgnce.. Growth rate in the poorest
(least developed) group is significantly higher than in the next group (non-least
developed) although the countries in the major oil-exporting group ars doing somewhat
better. The effort of the middle group in diversifying its economy bv expanding

the non—agricultural base is possibly having an adverse effect on its agriculture,
leading to increased import dependence in primary agricultural cpmmodities. The
expansion of the tertiary sector follows the same trend.  As the tertiary sector
shows some growth ir infrastructural facilities like administration, banks, education
and other institutions, this grewth is also a necesiary compohent of the ecdhomy
in the countries which have generally very poor facilities in this respect. Here
also, the richer countries are doing better. ‘

h. Secforal growth rates for non-least dev@lqped and oil-exporting groups

94. For the countries in the non-least dewéioped group a more detalled sectoral
analysis was carried out of the non-agriQultural sectors by cornsidering separately
the mining, manufacture, construction, erergy and transport sectors. Table VI.3

95« It should be noted that group III includes Seychelles and'Djibouti, Iiberia

and Zambia. This is not a homogenous group and has not generally given satisfactory
results. From the table it may be seen that the ma jor oil-exporting countries have

a faster growth rate in all the sectors and in fact their growth rate is on a
completely different level in all sectors except mining owing to the superior resource
availability of these States. But in spite of their prosperity it may be noted that
mining, which included oil, has been falling in these States in real terms. Only
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Takle VI.43: Crowth rates in per cenl per year of major components of GDE, 1970-1977

Regiqn" uﬁ,r . Consumption Investment Export | : imp6r$ |
Least doveloped 38 552 | 3.85 4.84
Group I o 3.88 , 10.29 © 491 3.16
Group II | 3.10 : 0 5.32 2.57 2,99
Group TIT S 241 - Z.54 5.99 4.78
Nor—least developed . 3.52 - 6.25 « 3439 5,26
Growp I -+ | 1,71 5.28 4.02 2.93
Group II _ 4.28 10.14 ' 3.63 T.49
Group IIT . , 0.40 , -2.04 . 1.20 —3.61
Ma jor oil-—exporting countries -10.52 19.60 : 1.03 17.84
Develébing“Africgj.." C L s.56 12,26 268 9,75

98. A distinctly unhealthy feature of the prosperity of the better off States is
seen in their foreign trade. Xxport zrowth rates are higher in the poorer States
and import growth rates are lower, Poorer States are living more closely within
their means arnd have a more self-reliant economy but the richer States relying on
imports scmetimes exceeding their export earnings. They cannct expand exports
possibly because of greater pressure in their domestic market, although they are
fast expanding their imports. This particularly applies to the major oil-exporting
Africgn countries. The richer African States are heavily dependent on foreign
resources.

Table VI.5 gives the GDP by expendiiure type showing the share of consumption,
investment, export and import in GIP over 1370-1977.

Table VI.5: Major components of GDP as percentage of GIP, 1970-1977

Ragion Consumption Investment Imports Exports
Least developed 89.4 12.88 21.27 17445
Group I 86.7 15.09 20.57 18.02
Group II 86.90 14,43 23.89 20.67
Group III 96.1 10.41 29.48 22.21
Group IV 91.7 10.35 14.65 11.91
Non—-least developed 84.21 15.38 26,06 23.81
Group I T8.T74 19.62 32.15 31.68
Group II 86,55 15.92 24.99 21.25
Group IIX 54.98 23.82 34,03 51.69
Major oil-exporting States 77.98 34.02 34.85 22.74

Developing Africa 82.37 21.39 29.00 23.37
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101. As neruloved E”?"le“:-ﬂTOiePtiOﬂﬁ have been carried out for the five
groussc of LA L A I T SRS TV Ssparate models were
estimated and prOJected for eaeb group cn tne has1s of the continuation

of past trends and poiliciss.

Pl

104 Projections were aliso mace ror 25 individual courtries‘E? uging
individual country models: the 20 lsast develoned countries in Africa, the
four major oil-exporting countries and 17 non-oll!—exporting and non-leagt
developsd countries. TFor each country, a historical trend scenario an
well as a planna” escenavio wewe analrsed. The planned scenario is
generally close to the zcenavic co1:esponding to the likely targets fer
the new Internsticnal Dovelopment Strategy

173, As for the 15 :émaLning eountries, it vas not possible, because of
time.and. Tesource.constiainis, 1o make individual projections although

these countries were included in group wnrojections. However, every effort
will.be.made to. make.tiess.country projections available as soon as posgsible.

2. Parameters of econometric models

104. In the following section the parameters fitited in the econometric
model arg examined, The behaviour of the macro-parameters is consistent
and hence “these macrd-models can Be iiseéd to predict and plan the future
of the countries concerned.

105.Table. VII..1 .gives the resulis._of the parameters fitted to the production
function in agriculiure. The function fitted was of the Cobb-Douglas

type w1thout however, any constraint involving constant returns to scale
impliad by the sum of the elasticities being equal to one.

106, usnerally sPeaking tHe counitries in the relatively poorer groups have -
an elasticity of outpvt to acrsage higher than that of the richer States
but the elasticity of output to labour is lower there when compared to

the countriég with higher per capita GDP. For each group as a whole,
however,. elagticity of output to labour is higher than that of acreage.

In fact, the richer the couniyry the higher is the ratio LA where O14 -

ig elasticit& of cutput to iabour and eﬁo is that of outpu%cto acréage;

107. A possible explanation of this structural difference may be that the -
poorer countries are also less developed az & whole and have more virgin
land whick may be brought into profitabls cultivation. The richer countries
have les® acreage available and what is available is of poorer guality.

Tt also shows that incre: f "y higher labowr produciivity must be the

real policy imstrumsent for expansicr of agricuitural ouilput rather than
additional atreage. This is particularly relevant for the major oil-
exporting countries where fhe elasticity of acredge is slmost zero while
that of labour is over 4. It seems likely that, as oil production has
expanded, agricultural lsbour has declined owing to rural-urban migration.
Given the estimated high elasticity of labour, this trend has to be controlled
if agricultural output is to ewpard. In general in all the countries of this
group the elasticity of labcur is much aigher than thav of acreage.,

12/ *¥or the results of the individual least developed African countries
see document ECA/CONF,TDCs/3 entitled "Quantitative analysis of the Prohlems
and Perspectives of the African Least Develeoped Countries in the Framework
of the Third United Nations Developmant Decade". The results of the 6ther 15

% dividual non~isast developed countiries are given in document
7CN¢14/PSD 1?7 Add { an annex to this papeT.
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Table VII.3 gives the construction sector, which was regressed
_independently with total annual investment.

Table VII.3:t Parameter of the function for comstruction

. CON = a, + b, IF

“CON . TCON
: S 2
bCON R
Non-least developed gountries
Oroup I | B . <198 .73
Group IT .. . . .. o : <174 97
Group IIX g/ o PR
Ma jor oil-exporting countries .280 .98
Developing Africa - ; 270 .97

Q/ No good eQuation was found.

109. The estimates that have emerged from the regressions seem reasonable.’
What is also remarkable is that the coefficient of construction to investment,
which gives.the marginal increment -of -construction due to incremental
investment, varies only from .198 %o 0.28 which is quite low consideéring

the heterogeneity of the groups. * One may almost conclude that by and

large between one fifth and one quarter of all additional investment goes

into construction as a technical ratio to 1nvestment in nor-agricultural
flelds.

110. Table VIL.4. gives energy regressed with Y. + Y., as also with

Y, + Y.+ Y e " The two approaches give very close results and it is
impaterial wﬁlch is used because of the closely linked behaviour of the
components themselves. There is however a high variation among members
of different groups although here it seems that energy has a higher
coefficient i the poorer countries which bhave more nced for power than
countries which are somewhat better off. This should be borne inmind -
in any future planning for the group.

Table VII. 4..ﬂ?arameter a@ -the functlon for- energv

e e e . Energy . o . E‘znergy R

as function of as function of

gy + Tooy) (T + Ty + YOON)
Non—least devéibpéd countries .
Group I I .101 .105
Group IT I .088 0781
Group ITI a/ - SROS
Major oll-exporting countries +040 20351
Developing Africa 088 .088

a/ Mo good fit was found for this group.
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112. It seems that within the nop-lesast developed group. there is a tendency
of higher marginal ratios in the poorer countries whereas in major oil-
exporting countries the trend iz slighitly changed. 1% seems that services
cover informal nccupations and a poorer country has a higher ratio in

the informal sectors than the couniries which are better off. But the
sitvaticu ch.ngss woen income goes 1p beyond a certa. n point when the

ratio of marvices stai iy agaln o liivTemie. Wihe mejor~oil-exporiing
countries show that at a certain level of progperity leads to a
proliferaticn of ssrvice employments along with a higher ratio in the
tertiary ssector which the economy can afford.

Y. Figtoricsl paramebers of functions of the components of GIP
Dy_sxpInciiimwe

113, The consumrption functicn for the least developed countries, non-least
developed ccuntries group II seem to be very stable with & egmall difference
in marginel propensity between the nigher and lowsr income group. Thus
the least developed group has a marginal propensity cf C.89, the non-oil
group hag possible somewhat less but the major oil-exporting countries
have again 0.89. It seems that an almost identical marginal propensity
exists ol countries with very differert income lévels. This emphasises’
the fact tha’t for the major oil-exporting countries iwn particular,

where margival propensity dhould have dsélineéd, the decline is not very
marked., Previously, average propensity was found to be falling slightly
but the fail ies not revealed in the regression cguation, which shows

tha® over the period as a whole no consisterné decline hes ‘aken placa.

Table VII.7. ZIstimates of the marginal propensity 1o consume

C = a,c -+ bc J_(L

Least developed countries

-3
1

Uroup I

Group IT

Group IIT

Growp IV .. . . _
Cver all . L A

ocoow 0
C o
‘?)'\.'Jr*i

.

Non-least developed

Grouap 1 8]
Group II : ‘ 0
Group ITX e
Over all : -0
Major ell-sxporting countries 8

AL

Developing Lfrica | 0.56 Q/

a/ TFor least developed; non-least developed group II and cil-
erporting Africa figures seem to be very similar. The figures {or group I
and III of non-least developed and over-all Africa. are -suspisious.

More invegtigation may be necessary by country and by year inito the data
before a definite conclusion can be given.
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118. An important feature to note is that the economic growth rates
forecast for the different regions of Africa are .on the whole increasing
functions of their current economic status. Thus the least developed
countries have the lowest projected growth rates, the groups with

higher income have higher growth rates and the major oil-exporting
countries having the highest ones. This is as expected, but the forecsst
also shows that growth rates of the major oil-exporting countries will
not be sustained later. The major oil-exporting group, as was noted
earlier, has been moving at a high speed but has increasingly depended
on foreign resources. At the same time, the volume of 0il exports has

Table VII,9. Annnal average growth rate of GDP under historical
trends scenario

Percent-— Percent— Percent—
" age GDP ' age GIP age GIP
weights  1970- 1975~ weights 1980- weights 1985~ 1980~
1975 1977 1980 1985 1985 1990 1990 1990
Least developed '
countries 16.5 3«2 3.56 15.2 2493 14.6 3,03 3.0
Non—-least - '
developed
Group I 12.0 2.6 3.52 3.9 4.49 9.4 de47 445
Group. IT 3543 4.3 4,10 32.5 4.54 31.5 4483 446
Group III 3.5 1.4 . 1.39 2e4 1.44 2.0 1.68 1.6
Ma jor oil
exporting '
Developing | ‘
Africa 100.0 449 - 5«10 100.0 . 5.10  100.0 . .. 5.20 5.10

been stagnating g0 fﬁé%nfheir 0il earnings are enough to pay for the
increased consumption and invesiment in spite of the rising price of oil.

119. The growth rate for developing Africa as a whole on the basis of a
continuation of historical irends is around 5 per cent per annum implying
a per capital growth rate of around 2 per cent per annum. The forecast
ghows, as in the past wide disparities in performance among the different
groups of countries.

5e Projections of agricultural growth rates

120, Agriculture indeveloping Africa is so far proving to be a serious
bottleneck. In all regions the rate of growth is lower than that of '
population which indicates that developing Africa as a whole and in .

fact all the sub regions are becoming increasingly dependent on imports of
food and basic commodities. It may also be seen that regions which have

a satisfactory growth rate of GDP are la._.ging behind in agriculture. If
thig historical trend continues in the 1980s Africa as a whole and many
countries of the region will have to meet heavy import bills to feed the
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Table VII.11. Mining, manufacturing and construction average annual
growth rate 19751990 under historical trends scenario

1975-19€0 1980-1985 . 1985-1990
Min- Min- .. Mip~ .
ing Manuf. Constr. 1ing Manuf. Constr. ing Manuf. Copstr.

. "Least
“developed ' T o '

countries -  5.40a/ - - 4e4%a/ = - 4.51a/ -~
Non—least.

developed

Group I 2.48 5,07 4.55  4.03 5§
Group II 3.30 5.24 5.3C  4.84 5
Group III 0.69 3.20 - 2.81 -1.98 3

Major oil-

export;ng . -
countries 9.25 13.30 © 12,60 - 4.99 11,50 - 8,43 4.99 1?.10"777.70

5.25  4.02 5.5T.  5.17
5.47 6.37  5.90
1.75 -1.98 3.73  1.75

N
O =\
N
L]

O
=

Developing : . . . _ .
wfrica - 6070 0 Te60 Y940 - 4ediv T80 ¢ - T,40 4,60 9.0% 0 T,00

‘a/ For the least developed countries all industrial sectors were
taken as one sector.

manufacturss. As A policy this is not exéeptional but the African
countries have to consider seriously that this higher growth rate in~
manufactures must be based on increasing sslf-reliance and self—
sustainment if the rate has to be maintained without 1ean1ng heav1ly on
Toreign aid.

123, Construction, as a_necessary adjunct to manufacturing, tells the

same story. It may be seen that manufacturing and construction are.
generally growing at the same rate in the model. There is thus a
gtructural relation between the growth of these twe sectors. This is
further brought out by the simultaneous decline of these two sectors in
the major oil-exporting countries. The forecast for 1985-1990 shows that
the growth rate in these sectors in the major oil-exporting countries

is likely to be significantly less than in developing Africa as a whole and
non—oil-exporting countries are forecast to have a better growth rate.
Since agriculture in the mejor oil-exporting countiries is stagnating, this
basic weakness of the major oil-exporting countries, which depend on
expanding oil revenue as the only way to mobilize investment, is revealed.
The forecast thus seems to indicate a reasonably sound policy for most
African countries excepting the major oil exporting ones, bearing in mind
that a sustainable growth rate rather than & growth rate in jerks is
important for both the political and the economic stability of the
countries concerned.
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th rates of major components of
GDP under hlstorlcal *rends scenario

——

1975-1980 - 1980-1985 _ 1985-1990

~ Consump- Invest— Sav— Consump- Invest— Sav— Consump— Invest— Saw.
tion ment ings tion ment ings tion ment ings

Least

developed 4
Countriest.” 4-79 3084 2-4 4024 4.66 _ 4-3 40 55 4.90 4.6

Non-least

developed

. Group T 1.85 4.95 5.34 2.53
Group II 4410 T 70 3.04 4.24
Group III 0.95% ~3.05 2.9 1.96
Ma jor .
oil~ex—

porting S
countries T.70 11.40 10.20 7.16 8.31 4.51 6.92 7.68  4.89

© own
L)

Ul O,
[ A Rty
=~
-

—
(Y]

E
L ]
ot
-3
L]

(WY
W
O oI On
[ 2
Co =3

Developing =~ L o o
Africa  5.30 8,90 T 5,70 5.30  T.65 4070 5.50  7.20 4,90

up by greater dependence on imports financed from foreign sources. In table
VII.14 the mature of this gap has been analysed for the period under
review. .

Table VII.14. Rate of growth of domestlc savings gap under hlstorlcal
trends scénario

Region | | 1975~1980 1980-1985 1985-1990

Least deveibbed countries ' 9.2 0 E.8 _ 5.8
Yon—-least developed ‘ _
Group I _ o . —-T7.05 - =14.08 -10,02
Group II | - 18.38 13.15 999

; Group III -  Z7.93 | —0.92 1.19
Major oil-exporting countries ~ ~12,03 10.03 8.69
Developing Africa 13.90 10.60 9,1

126. The table shows that over all 4frica will be facing an increasing
domestic savings gap on the basis of a continuation of present policies.

It also shows that, for those countries which are better off, this growth
rate is generally hlgher than for thecountries in the less developed group.
The only explanation of this is that relatively prosperous countries are
launching extensive investment schemes as part of their development without,.
however, any break on consumpiion, private or government. The countries
which are credit worthy are borrowing more than countries with low credit
worthiness. Since such a growth rate in the domestic savings gap indicates
increasing dependence on foreign sources, some thought has to be given to

a continuous contraction of the savings gap in order to sustain the growth
rate on the basis of their own resources.
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Table VII.16. Rate of growth of imports (IM) exports (m)
' under hisiorical ftrends scenario - e
1975-1980 19601985  1985-1990
- u E " m E W E
Leagt developed
_Ooun‘tl‘ies 5-1 4.0 : 4-6 : 4.0 4-9 4.0
Fon-leasy
developed
Croup I : 5.09 5,00 4ed] 4e¢75 3.64 4.67
Group III. 3.27 3.02 : 0.77 2.25 0.76 2.68
Ma jor oil-
exporting ‘
.countries 17290 7.32 - 8.05 - 4.26 - T.52 .40
Developing -

Table VII.17. Growth rate of the trade gap under historical trends
scepario

1975-1980 1980-1985 1985-1990

least developed countries 8.4 6.5 Te2
Non—~ieast developed

Group I - - -
Group II 14451 12.50 Feb6T
Group IIT - - -
Ma jor oil-exporting countries 12.5% 9,76 8.63

Developing Africa 13.00 10.30 8.90

growth rate which makes higher imports necessary but it is obvious that on
present showing African consumption and investment, even in relatively
better off countries, are being sustained by foreign loans or aid and will
require still larger foreign support, unless steps are taken to correct the
imbalance. Needless to say precisely the same tendencies may be seen to be
operating in table VII.18.
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3. Planned scenario results

130. BAs noted earlier, a scenarioc of the target growth rate in GDP cf at

least 6 per cent yearly during the 1900s close to. the target set in the
$trategy for the Second United Nations Development Decade was simulated for

the various subgroups of African countries. and the over-all picture for
developlng Africa was derlved The basic considerations on which the various
assumptions of the scenarlo were based include the sallent features of the
,Afrlcan strateqgy partlcularly the objectlve of self reliance and self-sustained
growth, the necessity to increase bcth agrlcultural and industrial output and
the desirability of attaining substantial increases in per capita income.

Table“VII. 19, Planneﬁ scenaric: Growth of GDP by major sectcrs, 1980-1990

i19~”0 - 1985 - . 19%5 - 1990
a/ Agri- Manufac- - - a/ Agri- = Manufac-
GDP~— ~culture - turing @ "Mining. GDP- . culture turing Mining
Least
develcoped
countries 5.9 4.0 R.OE/ - 5.9 4,0 ).02/ -
Non~-least
developed
Group I 6.5 4.0 7.0 4.0 6.6 4,0 3.0 4.0
Group II 6.5 4.0 a.n 4.8 6.5 4,0 5.0 6.4
Group III 5.8 4.0 9.0 7.0 6.1 4,0 9.0 7.0
Major oil~
exporting S _ .
countries 7.7 4,0 12.0 6.0 c.1 4.0 12.0 ' 6.0
Develbping' e - '
Africa 6.0 4.0 3.5 5.8 7.0 4.0 9.6 6.0

"~ a/ At factor cost.

b/ For the least developed countries manufacturlng includes all
industrial sectors,

131. The table shows that for developing Africa as a whole and under a number
of stated assumpticns both with regards to domestic and international policy
measures, it is possible to achieve an average annual rate of about 7 per cent
in GDP in the 1900s. In additicn, the results show that to attain this target
‘major efforts would be réquired tc expand the majdr productive sectors of
agriculture, manufacturing and mining. Fnr'develdplng'Africa as a whole,
agriculture would have to incréase by an average annual rate of 4 :per cent
during the decade 1980~ 199n "manufacturing wculd-have to expand at an average
‘annual ‘rate of about 9.5 per cent yearly anﬁ mlnlnq would have to expand by
ahout 5.8¢ per cent per annum, ‘



Table VII.Z21, Selected irdicators urider the planned scenario

oSS

._..rlr....ue . . .

Iaeg o/ p/ ~ Investment as - Savings as

o £ R Region Period™ GDP mnosﬁs bercentage of GDP _ Investment growth ﬁmﬂnmSﬂwﬂm of GDP ICOR

0o : _

50 Least 1975 3.3 14,2 4.7 : 11.6 4.3
& developed = 1960 - 13.7 - : 10.5 -
o countries 1985 6.3 14.1 . 6.9 10.6 2.4

1590 6.4 _ 14.4 6.0 10.6 2.4

Non-least - 1975 2.6 15.5 . 5.3 : 23.7 5.4
developed 1980 - 21,7 - 26,5 -
Group I 1985 6.1 A 24,2 G.5 : 24,0 3.5
1990 6.2 26,1 7.9 24,0 3.9

Group IX 1975 4.3 18.3 10,1 - 13.8 4.3
1980 - 21.6 B : : 13,0 -

1985 6.2 26,2 10,9 20,0 4.1

1950 6.3 . 30,7 9.2 S 20,0 4.7

Group IIT 1975 1.4 _ 24.2 L -2,0 41.3 13.4
1980 . - 21,0 - 42,7 -

1985 5,8 25,0. 9,5 20,0 4.3

1990 6.1 29,2 9.5 _ 20,0 4.0

‘Major oil- 1975 0.3 42.0 15.6 - 1s.0 5.7
exporting - 1990 - R . 43,7 : - _ 20,0 -
” countries 1985 7.7 41,3 6.5 20,0 5.3
i 1950 8.1 30,3 6.5 20,0 4.7

Developing 1975 - 5.1 2458 - T 15.7 4.9
Africa 1980 o 20,4 - - 16.3 . -

1985 - 6,8 30,0 . 7.9 . . o 18,9 : o 4.4

1990 7.0 30,8 7.5 19.0 4.4

“m\ mnotc# rates refer to qumtwmqq Hmmorwmmm mba ngmipmmo

b/ At market prices,
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135. In the planned scenario for Africa as a whole, the trade gap is

rrciected to be deminant.  Over-all in 1507 the gazp is nrojected to reach
about $US 27 billion at 1970 constant prices or at about 14.6 per cent of

the GDP of developing Africa in 1990, This is an increase of about 3.3

times from the level cof $US 2.1 billion for developing Africa as a whele

in 1975, implying an annual increase of J.4 per cent in real terms. It

should be borne in mind that the projected trade gaps do not include invest-
ment income payments, other lendings and debt servicing which may considerably
augment the balance of payments gap. The deminance of the trade gap for
Lfrica as a whole peints to the relevant adjustors such as export promoticn

of both agricultural and manufactured products and enhanced import substitu-
ticn at the national and regicnal levels particularly of agricultural and

food products. In this respect, it has to be emphasized that Rfrican regicnal
co-operaticn assumes great importance for increasing the trade potential and
performance for Africa as a whcle in the 190Cs. :

136, With regard to the performance of the different groups of countries,
firstly, relatively high exports growth rates are projected for the least
developed countries on the grounds that, since most of them are agricultural,
the expected recovery in that sector would be accompanied by an expansion in
exports. Industries would also pick up especially the processing of
agricultural products and in scme cases local processing of minerals. The
projected import growth rate of about 7 per cent might however seem tco
optimistic given the fact that these countries have to build the basic
infrastructure which is now lacking and which is one of the major impediments
to growth particularly in land-locked and island countries. However if these
countries can substantially reduce impexts of food prcoducts and consumer
goods it is believed that a 7 per cent yearly increase in imports in real
terms would enable these countries to import the necessary capital goeds.
Failing this, of course, additional inflows of external resources would be
necessary.

137. Ancther very important remark con the projections for the least developed
countries concerns the projected saving and investment rates which are far
below the regional average level. In the projections for these least
developed countries it was believed that it would be unrealistie, given the
large consumption needs of these countries, tc assume a drastic increase in
the level of domestic savings which was projected to continue at the same
share of GDP as in 1975, implying that deomestic savings will rise at an
average annual raté of around ¢ per cent. Investments alsc were projected

to aqrow in real terms by an average annual rate of about 6.9 per cent and

the share of lnvestments in GDP, after the recent pericd of large expansion
in these ccountries, woul? increase only slightly so as to keep the demestic
resource gap within reasonzble limits. Thus to achieve the projected
expansicn in GDP in these countries it is assumed that the incremental capital
output ratio would have tc be substantially improved, implying that a fair
proportion cof the investments weuld have to be directed into high yielding,
labour-intensive and agro-based projects. It was alsc assumed, that because
of the high partial elasticity of labour, efferts would be made -to increase
the inten51ty of farming to promote employment and increase productivity in
agriculture through appropriate land reform pclicies as well as adequate
pricing pOllCleS to give increasecd incentives for increased output. houlé
he emphasized that if the improvement in the incremental capital outpug? Ges
not materialize, then the implications would be that the rescurce gap would
widen substantially and much higher inflows of assistance would be necessary.
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showsz that dsveloping Africa as a whole shoald be gble t-~
annual per capita growth of 2.7 per cent in the pericd
1980-1985 and 4 per cent betwaoen 1985 and 1990,
accordlng to the klanne@ scenar’os and populatlon projections, register
Thus while the least

izan countries ard plePCth to have an average annual increase
in per capita income of about 3.5 wer cent in the decade, the major oil- '

exporting countries, despite
prOJected to ‘have an average “ﬂﬂUd]
the decgde
in Jncome over

The rlcher countries will,

~tion growth, are
n per Canita inarme of 4,27
nints to *he likely contlnuatlon of dis-

s although at much lcwer rates than in ‘the
Lne loucr-income countries and the inter-
efforts for thase countries to attain hi@he:
and to eveolve wherever appropriate policies
that will enasble them tc increase thé standard of living cf their pecple.

Planned scenario: Population and per capita groﬁth}'1980;l9gﬁ
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143, Tinaily it 1s nseful to note t
January 1980, the Coomittee for
and objectives whi
achievad in the 14%70s.

144. The planned scenario of ECA for developing Africa points
which are clcue to thore envisaged by the Committer for Develeopment Planning
for develeoping countries as a whole.
been set for ¢ross domestic product and agficultural output but the ECA
target for mznufacturing output Ls'bllghtly higher than rhe Comm;ttee =4
(9.5 per cent and 9 per cent vespectively) since, o achieve the LLna talgou

Africa has to put in wore zfforts than cther

sixteenth segszicn hald
Bevelopment Ilanning set preliminary talge
cn are also relatively ambiticus compared to the resulits

to targets

Mcre or less the sane targets have

developing regions.
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VIIL, POLICY INPLICATIONS OF THE PLANNED SCENARTO FOR THE AFRICAN REGTION
' FOR THE 1980s

ls: Intx oauctxen

1426, The present chanter reoresents an aﬁﬁempﬁ 45 drow some conclusions and
policy implications from the results presented in preceding chapters. In
doing go, Conference of Ministers resoluiion 332(XIV) on vhe Development
Strategy for Africe for the Third United Naticns Levelopuent Decade should be
borne in mind for in additioa to the politiczl will expressed concerning the
need for the wegion to break away from past structures and to build wp a new
type of development. it lists a number of priorivies actions 1o be taken in
various sectors. In wshe light of the projection resultc an atvtempt has been
made to evolve some sectoral measures that should be taken if the African
region is to meet at least the economic and social objectives implied in the
African Strategy and the growth targets simulated in the planned scenari.ce

147.In general, the results and discussions have shown that on” the basis of
the contimiation of pasu trends and policiesy developlng Afprica as a whole
would grow Oy slightly oves 5 per cent yearly during the 1380s wiih significant
disparities in performance among the various ragidns as in the past° '
Agriculture will continue to be the lagging sector and the growth of manufactur-
ing will be insufficient %o meet the Lima target, “Developing Africa as a
whole would also continue to be faced with the problem of mobilizing adequate
domestic and external resources, 1% is thus clear that for African developing
countries to break away from the past trends, there is need for major
structural and pelicy changes, some of which are outlined in the followmng

sectionse

2. Agriculture

148, Tn the plan of action for agrloulture outlined 1n whe Afr:can Strategy,
emphasis is nuf on selfhsufflcienqy in food suppLy. To achieve this objective
it is stated uhai the Regional Food PLan for Africa sheuld be jrmplemented
with due regard t6 the relation between food products ahd ohher products,
increased investments and systems of 1ncent1ves, improved infrastructire’ such
ag fewder roads, marketing, sitorage and processing capubliltles Jmproved
technical inputs such as seeds, agriculiural chemicals, maunlne“y and repair
servicing ﬂapabllvtless and irrigation including irrigetion TPchnologJeS. The
Strategy =lso points tc the need for increasing cover-all rroductivity in
agriculture ithrough infrastructural expansion:'education of thse rural'maSSes,
establishment of rural centres for the production or inputs and integration
of rural develorment. Finally the African Strategy calls for increased
agricultural research in inputs, skills. technologies and the development of
new crop and livestock strains able to cope with the changing ecolog10a1 j
conditions and the Speclal problem of drought-prone areas. ' -
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institutional infrastructure with cffective plannlng, executlon, monltorlng and
evaluation of industrial development activities; (e) improvement of the
international structure in industrial trade so as to promote the marketing of
African manufactured goods especially through greater lntranfrlcun trade in
manufactured goods;and (f) the harmonlzatlon of intro~4frican 1ndustr1a1 and,
technologlcal strategies and policies with the capacity of the African
countries to influence action at the 1niernat10nal level and 1ncreased
technlcal ass;stance from 1nternat10nal organla tlons.

,154 Accordlng to the planned scenario outlined in this study, manufacturlng
Output for developing Africa as a whole is targeted to grow by an average
annual rate of 9.5 per cent during the period 1980-1990 as compared 16 an
average'annuul rate of 6,7 per cent recorded in the 1970-1971 period., To

. achieve. this thrust there will be need for some structural changes ot the
national, regional and 1nternailonal levels in line. with the policies of the
African Strategy. :

155 Over—all the éxpansion of manufacturlng by about 9s 5 per cent in the 19803
will require a lot of domestlc and external” financial resources, There w111 be
need t¢ increase the efflciency of capltal through (a) the elimination of. the
present problem of‘undercapaclty utilization and the improvement of managerial
skills in business firms; (b) improvements in the formulatlon and evaluation
of projects particularly witk regard to their scale and capital

intensity; and (c) improvement in the management: of projects. particularly -at
the implementotion stages., Thus, Whlle the development of a modern industrial
sector using modern technology will be crltlcal for structural transformations
in the 1980s, efficient small industries and rural ‘enterprises using
appropriate labour-intensive technologles in the informal . sector should be
-actively promoted and encouraged in the decude. o

156. Given the small nature of many the African’ ccuntrles and economles for
many individual African countries, the eXpansion and dlver51flcat10n of
mannfacturlng ocutput to attain the pr0390+ed rates in the 19803 ‘might be meeded
by the limited market size of these countrles ard the absence at the countny
level of some of the necessary resources. Hence economic co-operation at the
subregional and Togional levels assumes great importance. In addition to
intra~African trade, a kind of spatial plann;ng max1mlzlng the location of
various types of multinational industries will have to be undertaken,

157. At the international level afforts are needed to assist with respect to
the external resources which will be needed for the necessary imports of
capital gocdse There will thus be a need for an over—all substantial increase
in external financial flows. There will also be the problem of availability
of markets in the developed countries for manufactured exports from develop-
ing countries and in this respect the trade- barriers of developed countries
Vis=3-vis the products from developing countries will have to be replaced hy -
more liberal trade policies favouring the developing countries,s Finally
developing Africa should make every effort to adopt and use local or non—
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all, the African region as a whole should ailm at an expansion in the energy
sector of about 8 per cent yearly in the 1980-1990 perlodo Because of the
likely continuous increase in real terms of oil prices, it is necessary to
concentrate efforts on explorlng other sources of energy. In particular,
river basin . projects and.their. schemes- of hydro-<lectric goneration should be
speeded up in order to reduce the dependence of oil-importing African. countries.
New renewable sources of energy should be developed especially in connexion
with the implementation of smallw-scale industries and cottage industries
particularly in rural areas., - Transport hasg to be given special consideration
in view of the observations made earlier, In addition, “in view of the fact
that a number of African countries are land-locked and have fo build the

" -necessary transport infrastructure to enable them to overcome their physical
ebStacle tc development, African countries as well as donor countries should
make every effort to ensure the success of the United Nations Transport and
Communications Decade in Africa. Over—all- the transport sector in Africa as
alwhole, according to the scenarios, should expand by a minimum of 6,1 per
cent durlng 1980-1985. end by about 7 per cent during L985—1990g

Se Investments and domeotlc sav1nes

© 162, In the analysis of the consumption function it was found that, among the
various- groups with different income levels, there were only small differences
in the marginal propénsity to consume indicating that there has not been any
significant chonge in the marginal propénsity to consume in the higher-income
countries like the major 011~export1ng countries wrere the masginal propensities
to consume with the sharp expansion in oil revenues should have deol:nedo The
average savings ratc in most of <ihe countries has thereiore been modest,
averaging as little as about 10 per cent for the least developed countrlee in
the base period and only 15 per cent in- the maaor 011mexpor+1ng eountrles
durlng the same period. While ths trend of high coesumptaon in the least
developed countrles is understandable given the 1eve1 of consumption needs in
these countrles, it.is untenable for she reletlvely richer countries to :
stimulate consumpevlong especlalgy uxurv honqump+1on. whlle at the . same time
promotlng heavy 1nvestments‘ mhlS trend is likely to increase the domestlc
resource gap and consequently increase the dependeuce on pore1gn sources of
fUndlnge Therefore, to ensure the sustainment of highsr growth along w1th an
1ncrea51ﬁg measure of its i nterﬂa11aat1cnj oonoreie action has %o be taken in
the field of mobilizing domesiic eav1ngse

163.In the planned scenario. it was-projected that developing Africa as a
whole should aim 2t achieving an dverage saving rate of at least 19 per cent

of GDP in the 1980. At the projected investmen: raie of abou’s 30.8 per cent

of G DP in the 1980s, the projected saving rate would still leave a relatively
high saving gap of about 11.8 per cent of GDP for developing Africa as a whole
which implies that an even H“gner saving rate of over 25 per cen’t of GDP should
be aimed ate An improvement in the efficiency of capital is of great
1mportance especially for those countries like the least developed countrles
which still have a lot of consumption needs and cannot in the short run reduce
their consumption rates drasticallya
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are more likely to be easily mastered in African countries than ‘sophisticated
technologies which are often very expen51ve for small deéveloping countries,

_ 168 Empha51s on intraregionul and 1nterreg10nal trade with other developing
countries would also need to be coupled w1th an improvement in the terms of
trade in favour of developlng countrles. The developed countries should open
- Their markets partlcularly to the manufactured goods from developing countries
including the African reglon.fw

169.A11 these measures call for drastic national, regional and international
structural and institutional changes without which there would be no major
progress towards the achievement of the targets.set. for. external trade.and ..
consequently for domestic production and expenditure., At the national level
export promotion policies have to be drawn up and supplemented with adequate
market research, product dlver51flcat10n and 1ncreased semlnprocessnng of
products before exporte :

170, At the reglonal level, it is quite . ev1dent +that the exlstence of an
African common market is of great 1mportance. Already, various meetings of
OAU and the ECA Conference of Ministers have adopted resolr utions which need to
be implementeds In addition to the global negotlatlons that are necessary for'
the 1mplementatlon of such a project, some studies on the potentials of and
the mechanism for intra~African trade are urgentxy neededs Further, African _
countries should strengthen their trade negotiations aimed at eliminating or
reducing tariff and non-tariff barriers among themselves at the subregiocnal, -
'lntersubreglonal and eventually the regional level, :

171. At the international’ lével, in addition to the need t6 build and/or
strengthen various mechanisms of interregional co—operation; there is, sbove
all, need to take approprlate measures for the impleméntation of a more eqult—
able international economic order. Particularly in'the field of $rade, there
is need for ereating new finantial mechanisms whereby developlng’countrles '
that are in a position to! export capital goods and other manufactured‘goods
could grant credits to other developing countrles, and’ thereby also improve
their competitive position vig-d~vis developed countries. These mechanisms
could be first established at +the internatiohal level and then decentrallzed
-to regional ‘Tinancial lnstltutlons. ¢

‘172. Imports in the planned scenarlo are progected on the basis of the
targeted expansion in GDP to have to increase by an average annual rate of
around 8.2 per cent for the African region as a whole implying an import .
elasticity of 1.2 as compared to an elasticity of l.6 for developing Africa
as a whole during 1970-1977, This relatively low import growth is in line
with the objective of self-reliance but, to achieve an 842 per cent expansion
in imports while aiming at 7 per cent over-all growthy a change will be
required in national import policiese
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177. It must be emphasized, however that if the basic needs programmes does

not build on self-reliance and self-sustainment, it may degenerate into a
global charity programme at the international level, In pursuing the approach,
emphasis should rather be placed on the ability of the African countries to
expand exports, output and employment. Neither should leongwrun optimality in
resource allocation be overlooked in the quest for shorterun benefits. The
idea then is to build up the potential strength of the nations through
integrated long-term strategles aimed at solving the many factors which under-
lie mass poverty.

178, It has been emphasized more than once that the global and sectoral
targeted growth rates in the planned scenario call for fundamenial changes in
agricultural, industrial, technological, saving and trade policiess To achieve
these policies, mass participation in the growth process is required, Various
studies carried out in the United Nations system point to an average annual
growth rate of 2.6 per cent of the labour force in developing countries in the
1980s and,. according to ILO, only half of this increase could find gainful
employment if past trend and policies continued. It is thus important that .
this high growth of the labour force be fully taken into account in the choice
and implementation of development projects in order to approach full employment
by 1990« - In this respect, priority should be given to the rural areas where
about T5 per cent .of the African population lives and also to the productive
non-agricultural informal sector in the urban and rural areas. The assumed
lower ICOR than in the past in most of the plamned scenarios and the
preference glven to more labour~intensive activities are basic instruments for
overcoming unemployment in the 1980s,

179. Secondly, to make employment as productive as possible, to avoid hidden
unemployment or underemployment and to achieve the projected high growth rates
in the 1980s, greater emphasis should be put on education and training. In -
addition to the eradication of mass illiteracy and the development of more
appropriate primary, secondary and post-secondary education, -planners should
also give priority to on=~the=job training programmes combined, where
appropriate and pos31ble, with the use of indigenous technologiess More
specifically, on—the—gob 'I:ra.::.n.mg prog'ra.mmes should aim at providing employ-
ment opportunities to both sexes in order to promote an equitable dlstrlbutlon
of skills and income.

180, Thlrdly, it is important that the income generated by such projected high
econcmic growth should be distributed in such a way as to contribute to the
eradlcatlon of mass hunger, the achlevement of primary health care for all,

and the provision of adequate housing conditions. To attain such SOClal Justice,
unlike in the past two development decades, the distribution of income and even
public social expenditures must not benefit primarily the bettormoff ETOUDS.
Experience has demonstrated and most of the African planners and policy-makers
agree that importing foreign patterns in many social fields including iiousing
and health has led to expensive approaches to overcoming mass poverty with a
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187, The projections clearly show that most of the major oll~exporting
countries have embarked on a programme of spending on both consumption and
investment at a level far above their export earnings. Since it seems that
export earnings are almost stagnant in real term and oil production in many

of these countries is levelling off, there is need o husband this scarce
resource and to use it in such a manner so as to pave the way to a soundly
established future, Some of these countries have acquired acute balance-of-
payments problems in spite of the rapidly rising price of oil since on the

one hand they are going in for the most expensive foreign investments and on
the other hand they are expanding consumpiion fast to meet rising expectations.
Therefore, cutting down the consumption of the affluent which is patterned on
the consumption habits of the richer nations, a discriminating investment
policy and a careful selection of priorities for the long- and short~terms are
essential ingredients for the oil-exporting countries. They should also
institute detailed studies into their prospects and possibilities in" fields
other than oil, especially in agriculture and manufacturing to lay a sound
basis for their sectoral development prioritiess



