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I. -NTRODUCTION

‘'The survey of econonic and social’ cond1t10ns 1n Afrlca9 1983 1984 broadly
1=follows the pattern of its recent predecessors° 1t
covering the end of the year message of the Executive Secretary of the mCA,ip
the international economic situation, overall trends9 the’ performance of main
sectors9 fiscal, monetary and price developments, the external sector, an” a:;
special study. The special study deals ‘this yedr with the issue of devaluation
which 'has assumed great importance in ‘rélation with the on going adJustment f'
proééss in African economies. A statistical annex provides informatiom on
various economic and social indicators forfthe latest year available and for
each of the 50 member States of the Economic Commission for Africa.

II. THE INTERNATIONAL ECONOMIC SITUATION

2, The recovery'ofthe world economy after the 1980-1983 recession has been
stronger than expected. The most remarkable development has been thé exceptionally
highigrowth of the American ecoénomy during 1984, when GNP rose by nearly 7 per
cent ‘in-volume. Thls,assoc1ated with an equally exceptional high budget deficit,
high interést rates and decllnlng inflation has stimulated a very h,gh level
of imports which have strongly ‘stimulated growth in other 1ndustrlallzed .
countries. Accordlng to the OECD secretariat, growth of the whole OECD group
of countries reached 4.5 per cent in 1984 compared to only 2.4 per cent in
1983. However when the U.S. have enjoyed decreasing unemployment in addition
to high growth, the European OECD members have on the contrary seen no end

in thé grow1ng level of unemployment. Developing countries have over all
shared in“the recovery, but this has been very uneven and Africa in partlcular
has ‘not been able t& benefit from an imprcved world trade which has groWn

by 8.5 per cent in 1984. The worse than average performance of the African
region is due among other factors to the catastrophic drought which has

hit 1arge areas of the continent during 1983-1984.

3. The improved performance of the world economy has been associated with
significantly improved trade flows. But the resource flows towards developing
have continued to deteriorate desplte the improvement broughttx>the financial
s1tuatlon of ‘a number of’ large debtor countrles° While the debt service'
requlrements ‘Have been eased by massive reschedullng9 this has brought in 1ts
wake & shrlnkfng in the flows of an resodrces. The African reglon is
particularly hit, with a projected halv1ng of net capital flows tO the
countries of the Sub Saharan African in 198J 1987

4. Prospects for 1985 appear to be less favourable than the record of 1984

a slowing down of-growth is widely expected in the U.S. and other OECD economles,
their combined GNP grow1ng by 2.8 per cent against 4.5 per cent in ‘1984. Wbrld
trade is pro;ected to ‘grow by 5.5 per ‘cent, a sharp deceleratlon on 1984 ‘ '
However, the perfo mance of developlng countries ‘is set to improve on’ '984

but with sharp dlsperltles9 the best results likely to be obtained in ‘Asia

where not only economic growth is proccedlng at a rate twice the developing
countries average, but in much healthier financial conditiocns (low debt) and
with better balances of payments.
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ITI. OVERALL TRENDS IN THE AFRICAN REGION

3., _Drought has struck a large number of African countries  from the Sahel to
Southern Afrlcas creatlng famine in Ethiopia, Mozambique, some parts of Chad-
and. delaylng hopes. of Africa Jolnlng,ln the world economic recovery : Reglonal
output which grew. 1nporcept1b1y in 1983 declined in a similar way in 1984 so
that it practlcally stagnated,.. output per head dropping again and being -
estimated to be 10 per cent less in 1984 than in 1980. Apart from Central
Africa where GDP increased by 2.8 per cent in 1983 and 4.3 per cent in. 1984,
there was.a recession across.the continent, the worst hit area being West :
Africa9 where output has been declining since 1980 and fell by 3.5 per cent::

in ‘1983 and again by 1.2 per cent in 1984.

5. 011 exporting countries, recorded a decline. of output - though non OPEC

oil exporting countries like Congo, Angola, Egypt and Cameroun had a generally
good performance, .their o0il production continuing to grow, not being»limited“
-by OPEC .quotas. Non o0il .exporting countries stagnated, their output .barely -
growing, Sub-Saharan- Afrmca being partlcularly hurt with a decline of GDP of -
1.3 per cent in 1983 and near stagnation in 1984, Sabelian countries recorded
a fall of 3.1 per cent in their combined GDP in 1984 because of the.impact

of the drought which was. particularly severe in the area. The performatice of
least developed countries was-paradoxically better than average, but this is’
due to the large weight in the-group, of:countries like Uganda, the Sudan;-and.’
Botswana (this country was affected by.drought but its mineral wealth- 1nsured
a continuous very high rate of economic: growth)

7. ngerla was among the OPEC member countrles the most serieusly hit by

the oil glut; 90.1 per cent of its exports'revenue coming from. oil exports.
Its exports revenues were halved on the-1980-1983 .period. exposing it to severe
balance of payments dlfflcultlesﬂas well as to a sharp decline of overall GDP,
which fell by 4.2 per cent in 1983 and 1.1 per cent in 1984. The government
has instituted a drastic austerity programme which includes a dramatic
slashing of the import bill, and.over the board reductionsin the budget,
particularly in.the large investment programme. Prospects remain however
difficult because of the contlnulng ‘dovnward pressure on oil prlces

8. In contrast to ngerla Algerla has maintained its growth momentum by
diversifying its hydro carbon sector, particularly through the expansion

of gas production and exports, and by streamlining its industrial sector.
Reforms have been introduced in the plan strategy to make economic management
more flexible while more attention is being given to consumer needs. However,
problems have appeared in the gas industry, exports not growing as fast as
-projected because heré again of pressures on prices and a relative glut on
the market. Egypt which is the second economy in the continent, is enjoying

a rapid growth rate since a number of years. But the pressures of a rapidly
increasing. food consumption which is eoutstripping local production, of the
budget deficit.fueled by subsidies and.particularly food subsidies, of low
productivity in the industrial sector;.are creating a difficult situation
which cannot .be corrected in the short term. There are formidable social ,. ..
obstacles to any adjustment programme particularly as far as food subsidies . .-
are concerned. -
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9. Whatever the difficulties in the way of - econom1c refoxm, two countries

seem tothave ‘tackled them successfullyo these are r‘hana and Upanda° Though
there are fundamental differences between the two experiences, they have

strong similarities in the long Standing nature of thelr economic, problems and in the
type of solutlons adopted. They Have both resorted to currency adgustment

(the GHandian cedi belng devalued by 91 per cent in 1983 ‘and the Uganda shilling
floated first on: the so called two window system replaced in 1984 by‘a free
float), and both proceeded to relax price and other controls; while settlng
limits to publit spemding, particularly through the control of money creatlon,
The  results obtained by the adjustment prograns. have been remarkable, since
Ghana's economy is reported to have growh’ by % per cent in 1984 after a

decade ofidecline and ‘that 1mpre331ve growth has been achleved in Uganda,

Much however rémain to be done, and in particular in the case " of Uganda,
foreign aid has not been forthcoming in the amount pledged,though the country
has lived up to its commitments.

10. The recession endured by‘the region has beén translated among othetr

adverse trends,by a sharp fall in consumption in volume and in percentage

of outputﬂ 1he fall affected private and public consumption, public consumption
reacting in addition’to deliberate government pollclegixacut down on. expendlture°
The fall of consumption was not: accompanled by an'improvement in the rate of
savings, which has continued to decline, nor in the rate of capital’ fprmatlon,
Fixed capital formatidn fell in 1984 to 16.7 per- cent below its 1980 level

the fall in OPEC member countries béing a third and 1n non oil exportlng
countries by 35 per cent over 1980-1984.

11, -The external balance improved markedly with the fall of domestic demand,
and the trdde deficit which had reached more than 10 billion dollars in 1983
contracted rapidly to only 0.2 billions in 1934, This was reflected in the
overall balance by the appearance of a surplus in goods and services amountlng
to 5.5 per cent of GDP in 1984 (at 1980 prices). But at ‘the same time as

the external position improved, the balance of payments has come under
pressure because of rising debt service charges.

12. Far from diminishing the pressures to adjust, the drought has 1ncreased
them. Despite the differences in the problens facing each individual there
are enough common ground for a consensus of sorts to emerge on a new pollcy
prescrlptlone Though since 1ndependence, African countries have been
strc351ng ‘industrialization and planning, a change now appears towards

policies’ "inténded to shift the terms of trade in favour of producers and
exportérs, which include more or less the following measuress

- remeval of price controls or the adjustment of prices to market
o levels. In particular, agrlcultural prices have generally been raised,
though not always sufficiently;

- adjustment of the currency exchange rat;

T cutting back on expendlture through various ways like the 11m1tat10n
Cof imports, restrictions on the growth of the budget, etc; -
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- removal of subsidies:

- liberalization of the economy: removal of controle on agricultural
~ trade, easing of restrictions on private 1n1t1at1ve9 etccq

= reform of the public sectotr: privatization, shared ownershlp
management contracts with prlvate corporatlonu, increasing autonomy
for managers and 50 forth ;

13, All ‘these measures are meetlng however Wlth cons1derab1e obstacles,

the most promlneﬂt concerning subsidies and devaluation. 'Though subsidies are
admittedly a cause of mlsallocatlon of resources ;are fueling budget deflc:Ltss
and contr1butetx>lower investiment, their removal meets considerable opposition
because of the’ 31zeab1e populatlon groups which have come to depend om them,‘
In the same way, devaluatlon of the currency is.seen as raising the cost of
imports and depressing incomes, and some countries have preferred to impose
direct reductions of imports, though this is equivalent to a devaluation

with additional administrative costs and various distortions.

14, Prospects for 1985 in view of the present crisis conditions are uncertain.
Though there are signs that weather conditions are improving, the food
deficit will remain a major problem: 21 African countries are facing
abnormally high food deficit in 1985, their total import requirement being

of the order of 12 million tomns, compared to imports of only 7.2 millions

in 1984. HMoreover the world economy is widely forecast to slow down in 1985,
especially the United States whose exceptiornal growth provided such stimulus
in 1984. This would mean a significant drop in the growth of world trade and
lower revenues from exports. The African countries members of OPEC are bound
to continue to suffer from a sluggish world market for oil with further falls
in the price of oil. 1In addition the prospects for higher investment in
African countries are poor with the, present’ cuts being made in investment
programmesby OPEC countries and the budget retrenchment policies followed
widely.

5. 1In these circumstances the ECA secretariat forecast for 1985 a modest.

3 per cent growth in output for the region, as a whole, growth varying by
sub-region from 2. 6 per cent in North Africa to 4 per cent in West Africa, the
Sahel area growing by a strong 7.6 per cent reflectlng the return of good

rains after the catastrophic 1984/1985 crop By economic groupings, growth
among oil exporters will remain sluggish at only 2.5 per cent, OPEC members
zrowing by only 1. 7 per cent, while non oil’ exporting countries will grow by
3.8 per cent. Overall,the external balance 'will remain positive, the surplus .
on goods and services standlng at 5.3 per cent of drop at 1980 prices. ’

16. This forecast lS however dependent on a definite’ improvement of weather
conditions in 1985, and in case of a renewal of the drought, growth Would fall
probably to only 1 per cent in 1985.

IV, MAIN PRODUCTION_SECTORS

(a) Agr1cu1ture°_ The 1nten31ty of the drought ﬂffectlng the reglon is
reflected by the drop of gross agricultural output in Africa by 2.6 per cent
in 1983, the downturn reaching 6.6 per cent in West Africa. For 1984, preliminary
figures indicate a rise of 2.6 per cent in gross agricultural-output with
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however a fall in East and Southern Africa and stdagnation in the Great Lakes
area.  ‘However ;“those data do not take full ‘account of the fact that the
drought has affected a vast area from the ‘Sahel to East and Southern Africa
in which. nearly 182 million people are living and a total 27 countries at

one time or“another: during 1983-1964. 1In 1984 the worst affected areas where
the-Sahel with the 1924/1585 season showing a huge rain deficit and Crops
fallsby as much as. 40 per cent and East Africa where famine broke out in
Ethiopia (the number of people threatened by famine in Ethiopia has rlsen
accordlng to 1atest 1nformatlon to 9 million people).

17. The outturn for 1ndustr1a1 crops was mixed in the c1rcumstances9 but
they were ‘significantly less affected than food cropsq good results belng
reached for cottor,. sugar,” tea and tobacco. Tobacco in: partlcular performed
well in spite ©f the: drought, the Zimbabwe crop 1ncrea51ng by 14 per cent

in 1984. For sugar Mauritius was badly affected by ‘drought and afterwards
by the drop in United States buying, so that export revenues did not improve,
in a situation: where world sugar prlces were below local costs: of productlon.
For: cotton théré was a-+strong recovery of Sudan's prodiction; back toits:
19790 1eve1“ and zone franc productlon incdreased ‘'strongly ‘as well, but Egypt's
productlonwcontlnued toidecline:’ "‘Coffeé’ productlon declined both in 1983 .
and 1984 but high: world prices and the ab111ty of producers to draw on 1arge
stocks boosted: carnlngs despite the fall of production. Cocoa production has
continued to risej but' significant reductions were incurred in Cameroon, y-.f'
Ghana, the Ivory Coast and Nigeria, the largest producers, because of the
drought. There were bush fires in-Bhaha and Ivory Coast which destroyed th0usands
of hectares of cocoa. One thorny: problen is the difficulty of reaching
agreement between producers -and constmers in the framework of the ICCO

which establishes export and: production’ quotas: and intervention. prlces,
Industrial rougdwood productlon has been show1ng an upward trend reaching
41.3 million m~ in 1983 against 32.4 million in 1985, or at a rate of 3.1

per cent a year. A high rate of increase’ 1s also observed in: the: productlon
of charcoal and: fuel Wood Wwhich:both supply about 85 per cent of the energy
needs of ‘the: ‘regiod.’ “'But¥there is inereasing ‘concétrn about the rlsks ol
involved in the rapid depletion of forest resoukces. '

18. Agrlcultural 1mports 'did not incréase much-in 1983 deqplte the drought9
reaching 24.3 million tons compared to 24. 2 million tons in 1982, and their
value fell by~ around 10’ per cent because of good  creps at the world lével.

In 1984 however, the effect of the drough must have been reflected in a hlnher
level of imports. Notwithstanding the small increase of food imports in 1983,
they are very high in absolute terms, net cereal imports representing on average
of 26 per cent of per capita production of grains (cereals, root and tubers,
plantains).

19. The drought has created serious dislocations cf life in a number of
countries, with significant numbers of people migrating in search of food either
beyond national borders or inside their country. Emergency measures have had

to be taken to cope with the situation, with severe problems of transportation,
storage and distribution being encountered in relief operations.

20, On a longer-term basis, the African countries have been jolted by the
drought and the crisis it has brought into seeking solutions to their d&ep
seated problems. Across the continent, agricultural policies are being
adjusted to provide more stimulants to farmers through higher supply prices,
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better inputs, technical support’ and the ‘Iike." The amount of resources
allocated to agriculture is being increased sométimes by a considerabie
proportlon° However, much still remains to be done to bring about a def1n1te
increase in the product1v1ty of agrlculture°

23, Slgns have appeared that the weather is improving all over the region

in 1985. Partlcularly in Southern Afriéa’ bumper crops of maize are being harvested
in Zimbabwe and in the West Africa sea board the situation is back to normal,
while the short-rains of 1984 have been favourable in Kenya. On balance, it
is reasoriable to assume some recovery of agricultural and particularly food -
production in 1985. But the food supply situation remains precarious in o
view of the deficit on the 1984/1985 season. According to the FAO,food aid
will be needed in 1985 in’ very substantial amounts: 6 million tons compared

to 5.3 million tons ‘in 1985. Some 21 countries have been identified which are
facing exceptlonal food supply problems in 1985, among them the most at

risk are: Ethlopla _Chad, Mozambique, Mali, Maurltanla and the Niger.

(b) Manufacturing: Manufacturing output has ‘fallen far short of the. .
targets set by the Industrial Development Decade for Africa and’ partlcularly from
the accelerated growth scenario providing for a growth rate of manufacturlng

of 12.8 per ‘cent per annum, ‘In fact, manufacturlng output fell in develop-
ing Africa by 1 ‘per cent in-1984, the average growth for the period 1980~
1984 beéing.of only 1.5 per cent. The only subregion with continuous
positive Orowth ‘is North Africa with an increase of 5.2 per cent in

1984 and an average growth of 4.5 per cent on the period 1980-1984.

But there was a- severe recession in West Africa, where manufacturlng

output declined" by ‘an unprecedented 4.0 per cent per annum during
1980~1984, the fall reaching 10.7 per cent in 1984, while in Central
Africa, growth was- arrested in 1983 despite an average of 7' per cent

growth in 1980“1984

22, The foreign exchange difficulties suffered by many countries are
among the chief factors of the poor show1ng of manufacturing. Particularly
in a country iike Nigeria, 1mport restrictions contributed to a large drop
of capacity utlllsatlon and a sharp fall of output. In other areas,long
standing problems concerning the design of plants, management, price
structure, etc. have combined w1th thé lack of imported inputs to create

a situation of severe decline in output° in the United Republic of

Tanzania value added in manufacturlng was in 1984 only a flfth of the

1980 level.
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23, The sluggish growth or decline of manufacturing means that the
process of industrialization has stalled: the share of manufacturlng
has actually fallen in some subregions, without showing clear gains
since 1970. The only subregion where there has been a definite -
progress 1s North Africa where manufacturing has risen from 5.6

per cent of GDP in 1970 to 10.6 per cent in 1984, But in West
Africa it'was only 5.9 per cent in 1980 compared .to 5.1 per cent

in 19709 and in East and Southern 12.3 per cent in 1984 compared

to 11.6 per cent.: Among least developed countries, manufacturing
has declined from 8.8 per cent of GDP in 1970 to only 7.4 per cent

in 1984

24, Manufacturlng remaing dominated by so called light industries,
textiles, and food industries contributing nearly half ofvalue added
if not more. The size of production units remain small and large
scale units are generally confined to the larger economies of the
region. These économies take the larger share of industrial 1nvestment
particularly countries like Algeira, Nigeria and Egypt. Algeria has
estatlished a sizeablé base in steel making, petrochemicals and
basic machine tools in the course of four year plans financed by

oil révenues. Nigeria likewisc has had a programme for stéel as
well as in-heavy petrochemicals. Egypt has had a steel maklng
industry for years and is expanding further in highly sophisticated:
branchés. But for the majority of countries, the pattern’of 'the
manufacturing sector is of small sized units with no mutual linkages,
agro based and/or dependent on imported inputs.

25, Afrlcan ‘maniufacturing industry is beset by Dumerous problems 1nclud1ng
inadequate- financing, over capaclty (despite the small size of plants)
and low export ability. In-the. latter period,significant changes have
appeared in industrial policy which is shifting markedly from thé: path
followed 31nce lndependencen While in the past, government conttol
and planning'were stréessed, there is now a definite trend towards..
iiberalization and the improvement of the climate for foreign cathal
State industries themselves are being submitted to some substantial
reforms designed to give more flexibility to management, and first

of all make them profitable, while in the recent past, social considera-
tions were given priority over economic ones.
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(¢c) . Energy: Africa has very 51zeab1e teserves of energy from 011
coal, hydro power, or uraniim. Accordlhg to ECA estlmates, the region
is endowed with 35.4 per cent of world potential in hydro e1ectr1c1tyg
25 per cent of uranium reserves, 0:{5 per'cent of oil resoutrces;

7.9 per cent of matural gas and 2.3 per cent of coal. However the bulk
of energy requirements is still belng supplled by tradltlonal fuelwood
and charcoal, the consumptionof whlch 1s growing at 3 rate exceedlng
that of afforestatlonq :

26. 01l productioen 1ncreased for the first time in 1984 after several
years of contraction, the 1ncrease belng estimated by the ECA secretariat
at 2.4 per:cent for:a total production ef 217.7 million tons. But the

- bulk of the increase has come from'non OPEC 6il producers, whose production
has risen by 5.7 per cent and among which Egypt has overtaken Algeria .

as the second Afrlcan 0il producer. OPLC production did rise, but by

a negligible amount (1 per cent) and at the cost of by passing. OPEC
mandated quotqs of production and through lower prices. The oil market was
depressed throughout 1983-1984; and the lowering of the bench mark oil
price by OPEC in March. 1983 from 34 dollars a barrel to 29 did 11tt1e

to ease market pressures on prlces° Despite an CPEC decision to

cut production by 1.5 million b/d in October 1984, prices failed to )
recover and even with an exceptlbnel 1984/1985 W1nter,they have! remalned
weak. Low prices however have not been translated in lower prices’for-

the final consumer because of ‘the high exchange rate of the dollar ‘and

this has created additional incentives for substitution for oil, for-
savings on oil consumption and for oil exploration. In Africa oil
exploration has continued ‘during' 1983-1984 with significant new deposits
being identified.

27. Electricity production was estimated at around 90,983MWh in
1982 or roughly 87 kwh per head. From the evidence, it appears that
production is increasing moré or less. in. line with GDP growth, though
in 1983 productlon has been affected by drought in some areas,
particularly in West Africa. Governments are making v1gorous efforts
to increase hydrdelectric power in order to save expensive oil and
major prOJeCtS are being 1mplemented or planned for example in

the Sudan.
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28.  Uranium _production is being affected by the poor demand outlook
stemmlng from' the large reduction of nuclear power.programmes in f Cn
industrialized countries chlefly the United States. Production is
estimated to have remained in 1983 at its 1982 level of 11,200 tomnes,
though prices have improved markedly.

29, - Prospects.tor LYs5 are discouraglng as tar as oll;l$ concernea
with the oil surplus set to continue. For non oil producing .
countries the only alternsative is to go on substituting for oil
through mone effective - conservatlon, better pricing, the expansion;,
of oil exploration.and:the constrdctlon of power plﬁnts as. Well as.
better management and planning of energy.

(dy Mlnlng 1n1ng continued to be affected in both“‘
1983 and’ 19 4 by 1owe demand in’ the 1ndustrlallsed countrlea, whlch
are the maln dutlet £ mlneral products. A rough index of mining
based on Tost 1mportant ‘dommodities show only a slight improvement"
in 1983, production increased by 2 per cent, and being still
8.3 per cent under the 1980 level, Prlces‘were oenerally
unfavourable 'in 1983 and’ 1984 desplte improvement in 1983
for copper, gold and uranium, In 1984 the IMF metals index was down
by 6.3 per cent in 1983 and throughout the yaar, prices were
generally weak, a situation whlch_lnhlblfed the development
and/or exploitation of existing mineral deposits not to speak
of exploration,

30, Gold production recovered somewhat in 1983 to 32 tonnes
from 30,6 tonmes in 1982, but prices movements were generally .
disappointing compared to the high levels of 1980 and 1979,

31. Copper prices recovered slightly but remained under the 1980 -
average of 1.0l dollars per pound. Regional production fell,
producers lacking resuurces to modernize operations.
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32, Iron ore production declined slightly in 1983 and prices fell by 20 per
cent, Production is essentially export oriented and is being constrained by

the world wide crisis of the steel industry. In addition African producers face
strong compefltlon from 1ar0e producers as Australia and Brazil,

33, Coba1t prochtlon which is: maxnly orlglnatlnp from Zalre was barely greater
in 1983 thap in 1982.  Zaire.has cut production. to less than half of iits
potential,

34; African bauxite resources are considerable (25 per cent of world reserves)
Bauxite production is however decllnlng though future prospects appear promlslng
with new projects in Guinea the ma11 producer as’ Well as in Zaire . (200 000
tonnes smelter project).

35, Diamond productlon is on the 1nqrease from 23 m11110n carats in, 1982
to 25 millions’'in 1983, But the act1v1ty is plagued by widespread smuggllng
which is the factor behind- the prlces fall in 1983. -

36, Phosphate production has risen,strongly in 1983, and .considerable '
investment is taking place among the:four North African countries who ‘are the
main producers :to increase fertilizer output. Similar stens are being taken -
in Senegal which plans a fertlllzer unit with a capacity .of 650,000 tonnes

in 1984,

37. Prospects for miﬁeralé in 1985 -areitied to economic.conditions in the
OECD area where a.slow down is. expected:ionly copper, aluminium and cobalt.
are well oriented, the outlook for-other minerals being uncertain. In the -
longer turn the situation.looks however much brighter.
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V. FISCAL, MONETARY AND PRICE DEVELOPMENTS

38. The years 1983 and 1984 have seen a substantisl tightening of budget policies

in the region. Judging from a sample of countries for which the information is
avallwble, expendlture fell markedly as a proportlon of GDP, the fall of capital
expendlture being especially large. These trends were the result of both falllng
revenue in a situation of economic recession or stagnation and of deliberate efforts to
cut deficits. These efforts were marked by severe reductions in expenditure, including
recruitment 1reezes7 salary freezs, reductlons in expa riate staffs; etceas A

major problem were subsidies, the reduoatlon of which created severe social tensions.

39. The fiscal stance followed in, 1983 and 1984 is meintained in the budget

estimates ﬂlelable for 1985 with - a furrher decline of expenditure relative to
GDP, while the overall deficit is brought down to 43 per cent of GDP compared
t0 6.8 per cent in 1984.

40, Data @v,llable for the first quarter of 1984 indicate few changes in the
monetary 1ndlcators relative to 1983, Money supply growth remains at around 13

per cent, though there is some reduction of the growth in credits to the public sector
‘which 1noreused strongly in 1983. On the basis of data available for 29 countries,
it appears that there was a large drop in net foreign lisbilities indicating an
improvement in the balance of pgyments position of the region. Inflation accelerated
significantly in the first quarter of 19837 to 33.5 per cent on a quarter to quarter
basis, after reaching 19.2 per cent in 1983 compared to 12.2 per cent in 1982; A
but median values calculated from the same data .indicate that there may have been
on the contrary a significant drop in the rate of inflation, something which is
confirmed by a shift in the frequency distribution of countries, the number of
countries with lower inflation rates increasing in 1984. Later in the year 1984,
inflation rates fell markedly in countries like Ghane,and Zaire where extremely hlgh
levels of price rises were observed in 1983 and the beginning of 1984.

VI, THE BEXTERNAL SECTOR

41. The value of developing Africa's exports increased in 1984, the first time
since 1980, While export prices declined slightly, the volume of exports picked
up,; by about 9 per cent. The value of the region's exports was_US$65°l billion in
1984 and if the present trend continues it can reach in 1985 that of 1979,

42, The value of developing Africa’s imports fell by 4.6 per cent to USH66.6
bllllon in 1984 and the volume of imports also decreased by 2.5 per cent,

43, The terms of trade of developipg Africa improved slightly in 1984 and were

at 94.2 (1980 = 100). They deteriorated both in 1982 and 1983 by 4.7 and 7«9 per

cent respectively. The period 1982-1983 experienced the largest and most serious

deterioration since 1970, The previous fell, which was the only one in the period
1976-1981 was a slight drop in 1978, '
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44, The purchasing power of exports improved by more +than 10 per cent in 1984,
But déspite this achievement, it remained more than 18 per cent below thet of 1980,
In 1985 it et to improve further. ' ' '

45, Accordlng to latest statistics, the trade structure has not been changedo

The share of crude oil and processed petroleum products was gbout three quarters

of the"total exports. Beverdges, copper and other non-fuel primary commodities
contribute snother 18 per cent. The share of mamufactures was about 7 per cento

£t the same time the shares of manufactures, foéd and mineral fuels in the imports of
developing Africa were about 69, 15 and 10 per cent respectively.

46, The Tall of Africa's share in world trade contimued in 1984, Unless the
present commodity structure of trade is change, Africa's share will continue to
decrease irrespective of the evolution of international trades,.

47. The countries of the developed market economies. were the most important

partners in the trade’ of developing Africa. These countries accounted for 78.3 per
of its trade ih 1983° “The share of the Third World declined to 14.9 per cent

while the’ share of the oenirally planned economies femalned unchanged at 6.4 per cente

48, Both the trade balance and the balanoe on current accourit’ 1mproved 31gn1flcantLy
in 1984. The deficit on current account declined to US§1O bllllon in 1984 and the-
improvement was due mainly to import cuts in the face of increasingly unavallable
external financings

49. The weighted &Verage of Aifrican currencies fell against the dollar by 24
per cent in 1984, T '

50, Total net diébursements to developing Africa from all sources in doliar”terms
fell by US$2.2 billion or 10,3 per cent in 1983, However, the share of developing
Africa in the total net disbursements to all developing countries 1ncreased by 1
percentage point to 26,2 per cente The increase in developlng Africa's share of
multllateral non—oonoess1ona1 flows was partlcularly significant in 1983.

51, Tn accordance with preliminany estimates, the total external debt of developing
Africe at the end of 1984 amounted to approximately US$158 billion. Thus it appears
to have increased by close to 4 per cent, thereby continuing a more moderate growth

trend of external indebtedness, v

52. The rate of increase of the debt was lower than that of exports of goods and
services in 1984. Consequently, the debt—exports ratio fell for the first time

in the pagt few years, However, the debt~GDP ratio was 50 per cent, the highest of all
developing areéso
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VIL. SPECIAL STUDY

53, The theme of the speolal study for the 1983m1984 survey is devaluatione The
subJeot has been selected because of its immediate relevance to the adgustnent
process in African countriess It is hoped that the study will be ofsome usé to
polloy makers grappling with the 1ssue of devaluation and w1ll help into ﬁuttlng the
whole préblem of devaluatloﬂ in its proper perspectlveo

541 The study starts by reviewing the classical approach to devaluation, and make

a discussion of the effects expected from such a neasuree It points out that a
major problem are the rigidities of African economies which make for longer response
times £0 adpvaluaulon than in’ other circumstances, ' However, despite this,

in the long term, devluation will provide powerful incentives fo domestic productlon,
and w1thout & reallstlc exchange rate,’ it will be quite dlfflcult to insure the
develOpment of African agrlculture, cheap imports dlSpl&Clng_looal productse To

be successfuls devaluation will hsve to be undertaken in the framework of

a coherent policy package so that producers receive the full benefit of higher
prices, and fiscal and monetary policy do no mnullify the effect of devaluation.

55, The IMF approach to devaluation is discussed from the point of view of countries
which criticize it from its alleged neglect of social concerns and of the structural
problems affecting African economies which call for action on the supply side and

not only on the demand side as the IMF approach is supposed to be doing, However,
it is recognized that the IMF is mainly concerned with monetary stability and
liquidity and that its devaluation policy is always taken in the framework of a
policy package something thot policy makers in African developing countries should
not fail to approve.

56. African experiences of devaluation are discussed in some detail for 4 countries
Ghana, Uganda, Sudan and Zcire, each of which belongs to a different subregion so
that a wide coverage is hopefully provided of the different circumsiances of the
region.s In all four cases,; devaluation has been resorted to after serious economic
deterioration resulting in output fall or decline, inflation, acute shortage of
imported goods, a fall in the public confidence in the currency, widespread smuggling
and black marketing and other negative phenomenons. Devaluation has been in most
coses drosticyup to 91 per cent like in Ghana, and even when intermediate stages
were observed, there has been generally a more or less free floating of the CUrTencys
In all cases, the devalnation has intervened in a recovery programme, including

a reform of the price structure, with agricultural producer prices raised to
stimulate production and exporis, a relaxation of price controlsy; a curtailing

of subsidies to food and other products particularly fﬁel, a control of budgetary
expenditures with a limitation of deficit financing. If the devaluations have

not been uniformdy successfull, impressive results have nevertheless been achieved,
most notably in Ghana and Uganda, while Zaire has arrested its economic decline

and started back on the road of economic growth. The non implementation of key
provisions of the recovery programmes has always prevented countries from fully
benefitting from devaluation.
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57. The study concludes :that- once the need for devaluation has been ascertained,
swift and decisive action is required, measures like multiple exchange rates,
import controls or exchange controls:having to be avoided since they create
unnecessary additional costse MoreoVer, devaluatioh should not be seen in
isolation: it should be applied as par% of a programme with complementary measures
tailored to maximize its benefits. Also monitoring and evaluation are essential
in order to gauge the effect of the measure and take corrective action.

58. ' The study indicates thet co-operation in the region could be of use in helping
African countries overcome their financial problems, and calls for a sustained
effort in the field of monetary and financial co-operation between African countries.

60. Concerning the IMF, it appears that there is a need for reform and better
co-ordination between developing countries, the IMF and the World Bank so that
development needs get pricrity. ‘





