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the whole continet, there was also a marked decline in the growth of the sector

compared to the buoyant performance of the 1978/80 period brought about by the

'open door" policy. However, despite the overall slow down in manufacturing

growth in Africa, some countries achieved very important results. In Algeria

in particular, there was a systematic effort to build petroleum refining i

industries in order to get out of the situation of dependence on cruid oil

extraction only. As a result, in 1981 refining capacity in Algeria was

estimated at 521 thousand barrels/day, which places this countries in the third

position among OPEG members, just.after Saudi Arabia and Kuwait.

7. African trade was directly affectedly the world recession. Exports .

declined in current terms.by. 20.4 per cent in ,1981 from 95.4 billion iii 1980 .,.■
to 75.9 billion dollars. The main determinant of the fall of exports was the

decline, of .-crucle .oil exports, which contributed in 1980 some.73.5 per cent of

, total exports_r,,t But the fall of world demand for primary commodities affected

other /traditional exports like coffee, cocoa, cotton timber, oil seeds, and

minerals. Early information indicate that the decline has continued in 1982,

exports having fallen to only 58.8 billion dollars or 22.5 per cent less than

in 1.981,, with a new drop in crude oil exports. Imports amounted to 90.1

bilUoa dollars, in. 1981, from 77.9 billion in 1980, this increasing, by 15.8

per cent. The increase was chiefly due to higher major oii exporting countries

imports bound by large development expenditures programmes.; In 1982 however,

the fall in export revenues brought about a,significant reduction in imports

or at least a reduction in the rate of increase. For major oil exporters,

imports are estimate^ to have remained practically at the same level, while for
the whole of developing Africa, there is a decline to around:83.6 billion dollars

or 7.2 per cent less than in 1981.. This reduction is a reflection of the,acute

balance of payments difficulties most African countries are now encountering.

In 1981 the balance of payments deficit reached 5.8 billion dollars after a .

surplus of 13.2 billion in 1980, and, for 1982, the reserves of many countries
have fallen to unprecedently low levels, namely under one month of imports for

the non oil exporting group as a whole.

8. While the balance of payments of African countries is under pressure

because of lower export revenues, originating from lower prices and lower volume,

official development assistance flows have not evolved in a positive way.
Though complete information is not yet available, it is worth mentioning that
according to the World Bank, net official development assistance to.developing
countries increased in current terms by.4.9 per cent in 1981 that is under the

rate of inflation in OECD countries and, though a 10 per cent increase is

recorded in .1982, this is still unsufficient and real terms to cover the needs

of developing countries. In the meantime if the problems of external debt

indebtedness has not taken in the African region the.same proportions as in
other developing regions, by the end of 1980, the disbursed external debt was

of 77.7 billion dollars, with some countries reaching a high 1eye1 of indebte
dness relative to their national income. The rise of interest rates and of
the exchange value of the American dollar have added to the payments to.be
made .for debt service. Some countries notably. Sierra Leone,"Senegal, Zaire
and Sudan have had to enter into debt rescheduling exercises because of their
inability to raise the corresponding revenue. .

9. Since government revenues are mostly dependent on foreign trade, the
fall of export earnings and the restriction on imports which followed from it
have brought about a relative fall in budgetary incomes in relation to
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expenditures. Governments have been therefore forced to rely more and more on

bank borrowings as the cost of external finance rose with higher interest rates.

This is reflected in monetary aggregates, where credits to governments for a

representative sample of 32 African countries increased by 33 per cent in 1981,

against 13 per cent in 1980, (median change) while credits to the private sector

did not show a significant change in their trend (median increase of 17 per cent

in 1981 against 16 per cent in 198.0). This has come about despite restrictions

imposed on the growth of money supply in some countries* for example in the

countries member of the zone france where credits are controlled by specific

targets by economic sector and where government borrowing is limited to a fixed

percentage of government tax income. In these conditions of rapid increase of

bank credits, despite the reduction in the growth of money supply which was

entirely due to the fall of foreign assets, inflation has worsened, the average

increase for non-oil-exporting countries going up to 18.7 per cent in 1981

against 16.8 per cent in 1980. In some countries, like Ghana, hyper-inflationary

conditions have been reached (more than 100.0) per cent because of continuing

expansion of budgetary expenditures while output remains at best stagnant.

10. The increased recourse to bank borrowing was one of the measures taken by

governments to deal with balance of payments difficulties. These difficulties

are especially acute, as shown by the fact that for a sample of 32 African

countries combined foreign assets which were at 4.96 billion dollars at the end

of 1980 had fallen to minus 1.24 billion at the end of 1981. Some governments,

as was the case in Nigeria, introduced direct import control measures and reduced

budget expenditures. In general interest rates were kept low by African govern

ments despite the large differential between external rates and local ones, at

the exception, however, of the zone franc countries, of some North African

countries and countries in Southern and East Africa which brought their local

interest rates more in line with those prevailing on. the international money

markets. This was done in order to reduce the outflow of funds and thus mitigate

the balance of payments problems. ;

11. Apart from short-term measures, a number of African governments have set

up economic adjustment programmes which are designed to bring back economic

equilibrium. Those programmes have been drawn with IMF and World Bank assistance,

and include, among other, measures, restrictions on bank credits, reductions in

the growth of government expenditures, price adjustment to real costs, increase

of agricultural producers prices, devaluation of the currency and the tightening

of management procedures in the public sector. The enactement of these measures

is the condition for obtaining IMF and World Bank credits in particular for

import maintenance. Since these adjustment programmes imply a significant

reduction of government investment along side with a reduction, in the short-term,

of the income of some government dependent groups, there have been serious

difficulties in their application and some government have rejected these

programmes because of their social and political costs.

12. At a more fundamental level, many governments have started to tackle the

structural problems involved in the slow growth of agriculture in the recent

years. While more investment resources have been channelled into agriculture,

fundamental changes have been introduced in the support system to agriculture, :

and producers prices have been increased with subsidies given to agricultural

inputs like fertilizers, and pesticides. The fundamental importance of

remunerative prices for farmers is.increasingly recognized, the case of Ghana
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where the real price paid to fanners for cocoa was in 1981 at 4G per cent of

its 1970 level being a good illustration, of that fact. Another issue is that

of the, subsidies given to food prices in some countries which are equivalent

to a transfer from agriculture and which are. discouraging local food production

and benefitting imports. In Egypt, for. example, food subsidies which were-of

3 million pounds in 1970/71 have reached. 3 billion pounds in the 1982/83 and

are a factor in depressing food production. In some West African countries

notably in Nigeria subsidies for imported rice have produced very large

increases in rice imports, while encouraging urban consumers to turn away

from local tereals and root and tubers.

13. In manufacturing, there is a tendency in some countries to give .more

room to private enterprise and to streamline the operations of the pbulic

sector. In Egypt for example, the liberalization of money transfers has

made it possible for firms to obtain necessary supplies from abroad. Also

steps have been taken to diminish to complexity of administrative procedures

involved in obtaining official permission for starting new enterprises. In

Ivory Coast very drastic measures have been taken to cut into the expenditures

of public corporations while some of them have been turned over to private

operators. In Senegal a system of contracts has been introduced between public

corporations and the government to give the corporations the necessary means

and freedom of operation while guaranteeing the achievement of specific goals.

The situation of the public sector is anyway critical in many countries,

particularly in Tanzania where some firms have been obliged to close. After

the National Economic Survival Programme of 1981 which was designed to deal

with the whole economic crisis facing the country and not only manufacturing,

a new Structural Adjustment Programme has been formulated in 1982, but is

implementation is difficult because of disagreement with the IMF on Key
provisions.

14. In 1982, world demand has remained weak for most of the primary commodities

exported by Africa and export revenues have continued to fall. All major

African oil-exporting countries were forced to grant substantial price reductions.

While the price of African crude oil stood at 40 dollars/barrel at the beginning

of 1981 it fell by more than 11 per cent to 35.5 dollar/barrel, bonuses to

customers not included. On the basis of data for the beginning of 1982, produc

tion of oil for the year could be down to 178.8 million tons or 21 per cent less

than in 1981. Other mineral products have not fared better than oil, and copper

prices, in particular, reached, in June 1982, their lowest level since World
War II.

15. Agriculture on the other hand has not performed very well. Climatic

conditions were good in North and Western Africa, but, in Southern Africa, many

countries were affected by drought. The overall picture is therefore mixed.

Moreover, for cash crops, the situation has been very unfavourable with prices
falling and demand remaining at a low level. As already said producers of cocoa
and coffee have had to agree to several cuts in their export quotas, while selling
outside the quotas entails large revenue losses.
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16 Consequently, it is expected that after frilling by 1.5 per cent (at 1930
prices) ii> 1980, African output will fall again in 1982, the decline probably
reaching 1.4 per cent or a figure equivalent to the 1981 fall. Recovery may come

in 1983 but will be dependent on climatic conditions and on the performance of
the OECD countries. If an economic recovery comes about in the OECD area, revived
demand for oil and other African exports,, along with increased capital .inflows,
will boost Africa's output but growth is not likely to exceed 3 per cent. There
is no question, however that in the long run recovery and development will
depend on the pursuance of appropriate policies by African governments to give

proper incentives to producers, improve management procedures and modernize
production techniques among other things within the framework of the Lagos Plan

of Action. .




