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INTRODUCTION

1. The past recent years have been the eye witnesses of a particularly acute
and increasingly deepening socio-economic crisis- which continues to hit the
African countries and their, already vulnerable economies. .In the industrial
sector, the persistence and’ intensification of the unsatlsfactory trends in

all statistics and indicators is a reflexion of the severity and seriousness

of the situation which speaks for itself. What is at stake is not a mere stagnation
or deceleration of the industrial development but the very survival-cf milljons

of Africans. In this connection, the challenge before African -countries is what
immediate measures can be undertaken to keep essential industries operating and
make them to contribute to the efforts for survival.

2, The present paper has been prepared in response to the need to make specific
suggestions which are hoped to be of use to African countries in tackling the
crisis in the industrial sector.

3. Chapter I contains an analysis of the features of the crisis and the factors
responsible for it.. In Chapter II are suggested survival measures to deal with
the most urgent problems of the crisis. Then follow some  coneluding-remdrks which
deal with complementary and/or support measures to be undertaken in industry-
related sectors in order to ensure a successful implementation of the survival
measures referred to above.

I. ANALYSIS OF THE CRISIS IN THE INDUSTRIAL SECTOR

Ae Main features of the crisis

4, A number of meaningful featurcs, most of which can be quantlfled, give .an
unmistakable perception of the crisis prevailing in. the 1ndustr1al sector., Thgse
include the following:

(a) Continued decline in growth and level of-performances in manufacfdring
act1v1t1es

5. Industrial development in almost all African countries has been sluggish.
during the 1970s ano partlcularly declining since about 1979-1980 when the crlsls
reached alarmlng proportlons. The manufacturlng sector recorxded steadlly alower
growth rates (table 1) in most countries in the region. Similarly the rate of
increase in manufacturing value added decelerated in all four subregions (table 2).
The growth of investment in the industrial sector followed a downward trend, thus
leading to a declining output/capital ratio in most countries. As a result of this
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disappointing performance the share of the sector in total employment over the
period 1960-1980 failed to increase notably and remained lower than that of the
agricultural sector and that of.the tertiary sector,

(b) Increase in the number of industries with considerable or growing
unutilized installed capacities

-

.6 . One of the v151ble indices of the crisisg in the 1ndustr1al sector ‘is the low
rate of capacity-utilization in almost all African countries. In most cases,
unutlllzed installed capacity ranges between 50—80 per cent. Table 3 gives. some -
significant examples.; : ' .

(c) Increased number of industries_that are heavily subsidized

7e ‘Self-explanatory is the fact that numerous industrial and other public’

sector exterprises are inefficient and have high production costs which make’

them to rely on government subsidies not to cease operations, In addition to

this form of direct government intervention, a wide range of other over—generous
subsidies are offered to industries in the form of incentives provided for in

the investment codes, These include tax holidays, exemption from tariff on imported
machinery, raw materials and spare parts, reduced rates on public utilities,
exemption from export taxes and cther indirect and direct taxes, etc,

(d) Increased number of industries that can be categorized as non—foreign
exchange earners

8. In African countries today there is a proliferation‘of’ihdustfies that

Can be described as parasites in the sense that not only . .are- “they incapable of
generating additional employment, output and foreign- exchange but they also

absorb a substantial and even increasing percentage of the fbrelgn exchange earned
by other ractivities, Examples of such industries include thd beer, soft drinks,,
battery and cosmetics industries.

(e) Failure of the industrial sector to create positive 1mpact on the
- development .process.

Se Industry in African countries has not been capable of playing its role as
englne of overall economic developmenta Tt has been unablet© influence and 1ntegrate
the tradltlonal sector’ ‘and stimulate growth and development. 1n0tﬂ6I sectors as .
suppller of 1nputs to the latter and user of inputs from them, thereby contrlbutlng
to the establishment of backward and forward intra~ and intersectoral. linkages.
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(£) Inadéquate and inccmplete a@cquisition and development of technelogy

10. The industrialization process has failed to facilitate the development of the
full ranqo of knowledg@ and skills required.for the identification; selection,
neqotlatlon and acquisition of technclogy and for the design and manufacturing

of machlnery, equipment,’ components and spare parts, as well as for efficient

manaqement, operatlon and maintenance of plants, capital goods, etc.

Be  Main. eructuval/baqlc factors responsible for the crisis

11. The current.crisis is not an instant phenomenon, but a particularly striking
and acute revelation of the fundamental features and characteristics of a self-
ustaining process, that of the ever-growing structural weakness of Afrlcan

economles. Both internal and external factors responsible for-thisare deep—rooted
in the very nature of the so far unbroken vicious circle in wnich African economies

are caught up as a result of colonial legacy, the 1ncrea51ngly unfavourable
international technological divisien of iabour and 1nappropr1ate industrial
strategies and policies adopted id African countries,

(a) Endogenous weaknesses of the industrial structure

12. The industrialization process in Africa has failed to provide the dynamic
forces for the structural transformat1on of the African economy to attain self-
sustainment, The sector remains small and encalved’ accountlng for only 9.8 per
cent of the reglon'c GDP. The region's industrial sector is mot only small but
also characterized over the years by an inflexible structure, concentrated in a
small number of countries and limited to only .-a few lines of production. Except
for the production of a narrow range of intermediate goods, the sector is
characterized by light industries producing consumer goods.and by a crude and
relatively weak degree of processing and semi-processing of mineral and agricultural
raw: materlﬁls, malnly for CYport, Further,; the existing production structure is
=based on- small size plants with little in terms of economies of scal Heavy
‘1ndustrles are . rudlmentary and have been attempted coherently in only a few countries.
Thereforp, the pvoductlon of ‘capital goods is only marginal in the region as a
whole -and, as a result, Africa remains one of the world's major 1mporters of

capital 'goods with imported ‘equipment” ‘and machinery accounting for over 35 per

cent of ths total annual investment of the region.

(b) Structural over—dependence on_imported factor and other inputs

13. The self-perpetuating vicious circle lies in the disturbing fact that

economic "development® in the African countries continues to be governed by

outside forces and the functioning of African economies continues to overdepend

on foreign-designed-, developed, produced, supplied and priced factor and other
inputs. Table 4 shows examples of the sharp increase in the imporis of intermediates
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for-the’ Andustrial. sg@t@r in African countries between 1970 and 1980. This is a
reflexion of the growing relidnce ‘'of the sector”on external: sources of
industrial inputsi . ..

14,7 Both production and consumption patterns in Africa are nou governed by
domestic market forces, resources and needs but by mechanisms established

to use the-African economies as reservoirs of raw materials and cheap labour

as well as outlays for foreign manufactures.. This makes Africa to produce what
it does not consume and to consume what it does not produce. The resulting
over-dependence on imports of capital goeds has had serious repercussions on
‘Africa’s cost structure, production efficiency, exploitation Of natural resources,
development of domestic technology and the comparative advantage of surplus
labour reélative to capital. The inappropriate acquisifon of capital geods at
hlgn cost on account of the technology market imperfections has 1ad to the
emergence of high-—cost enterprises, many. of which are economically not viable.
Most of ‘the capital goods. acthred are neither consistent with the factor
endowment of the African region. nor oriented to its basic needs. The

situtation has become worse. sinc e the development of the technology markets

in advanced countrles favours the production of technology for labour-s av1ng_
machine and equipment. . On the other hand, the development of domestic technology
is constrained by 1ack of capital, sppropriate technology p01101es, skills,
institutions and entrepreneurlal capabilities,

’fc) Inapprqprlate and inefficient 1ndustr1al straueqles and po‘lc1es

15.”; The industrial strategies implemented in the 2 f;lcan countrles have failed
to generate the dynamic forces for the structural transformation of 1ndastry
and the whole economy to attain self-sustainment.

(i) Import~substituflon Stratogy

Thig type of industrial strategy which was adopted in Lhe majorlty of African
countrlcs with a view to orienting industriai activities to the advantage

of processing -for a readlxymvaliable domestic market apd to ease balance—
f*pcyrcnts pressures seems to have been ineffective. While the strategy

was successful in creating a sizeable consumer goods lndustrv, ‘it failed

to stimulate the dgvelopment of key industries with strong domestic

linkages. The production of consumer goods, which constitutes about
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:68 per cent of Africa'’s .total value gdded in manufacturlng, ‘was heavily
orlented fowards the produotlon of food, beverages And’ tobacco.i Basic
consumer’ goods like: clothlng, pharmaceuticals, paper, ‘ete,, are still

‘being imported. But the import~substitution strategy did not only fail

to produce the desired developmental effects, it also raised a range of
econcmic and structural problems such as the installation of large
production capacities in countries with small market s 1zes, the.considerable
drain on the scarce foreign exchange reserves owing o0 the’ excess1ve
dependence on 1mported inputs, etc. Moreover, the tendency of creatlng
capital-intensive 1mport-subst1tutlon industries with a high unit cost

of’ 1nvestment and with no relatlonshlp to Africa's factor'mlx has dlstorted
the ‘region's cost structure, Thus, in quite a numbey; of 1nstances, domestic
production costs tend to be hlgher in terms of forelgn exchange than the
‘cost of the imported final product°

(ii) Export—promotion strategj

The export-oriented industrial strategy has also met Wlth limited success

in the region as a whole, The manufactured exports of the region have
suffered ‘from severe competltlon from other developlng countries in terms

of quality and prices, the high 1mport content in producing the manufactured
goods for - exports, the low levels of capac1ty utlllzatlon, etc, Worse still,
the recession in the developed countries has resulted in a sluggish export
rarket as more Of these countries have adopted protectlonlst policies and
quota restrictions on labour-intensive products from developing countries,
Thus, Africa’s exports in manufactures have grown more slowly relative to
the growth in manufactured 1mports. Indeed, the share.of manufacturing
exports in total exports of Africa has declined over the whole period of

the 1970s. 1In .short, export-criented industrial productlon has falled

to develop a dynamic comparative advantage so as to be competitive on -
international markets.

P

C. Main factors aggravatihg the crisis

16, The outbreak And the aggravation of the crisis in!the industrial sector. is
largely associated with the fact that since:in.most African. countrmes the bulk:

of the resource-based industrial activity: con51sts of the: pro essing of agricultural
raw materials, the decline in agricultural: and mineral productIOn -and: productivity
has led to insufficient supplies of such- raw materials tec industries..: Persistént
drought, famine, desertification and other ‘natural calamities have contributed to

a great extent to the deterioration of:the sitdation in the agricultural and -
food production sector, The above, coupled with the economic recession in the -
developed countries has drastically decreased foreign exchange earnings,
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(a) Establishment of high priority needs and areas of intervention for
survival purposes (food, health care; water supply; etc,):;

~ (b) Identification of economlcally viable 1ndustr1es as potential candidateg
for rehabilitation/revitalization and efficiency improvement; : :

(c) Assessment of the critical problems, bottlenecks, needs and requlred
production inputs for each of the industries in step (a) (raw materlals, enerxqgy,
spare parts; components, eguipment, machinery, 1ntermed1ates, etc,);

(d) Elaboration of criteria for selection of industries qualified for
rehabilitation. (annex I contains- se¥ected "such criteria’ being given for illustrative
purpose) ;

{(e) Based on (b) and (c) above, elaboration of criteria for determining
the kind and the amcount of rehabilitation assistance deserved by ‘qualified
industries especially in respect of the foreign currency componént of such
assistance;

(£) Bulk importation of the required and locally'missing_inputs.

{b) Rationalization and merging of certain industries

22, In view of the constraints related tc the particularly limited resources
Available in the crisis situation, the objectiv here is to streamline homogenous
and competing industries especially those producing the same or similar products.
In this connection, governments should undertake number of measures which would
include: the following: :

(2) Limitation of varieties of products in selected branches;

~ (b) Encouragement of the pooling of resources or mergers among competing
industries, thereby limiting their foreign exchange demands and facilitating
quality improvement and standardization of products;

(c) Encouragement of both public and private ‘industries/enterprises to
co—-operate in making common use and operation of existing. facilities such as -
maintenance and repair workshops, laboratories, engineering de51gn and research
centres;

(d) Jointly undertaking marketing and research activitiés), ‘in-plant
training of technical and other manpcwer capabllltles, and the co-ordlnatlon'of
import and/or expcrt operaticns. . :

(c) Recycling of materials

23, The advantages of recycling of materials are numerous, including energy
saving, protection of enviromment; reduction of the cost of solid waste disposal,
'reductlon of the cost of importing raw materials and the-cost of 1nvestment,
therebv conserving foreign exchange and minimizing foreign debts.
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24, The common preducts for recycling of which technologies and plants are -
easily available at minimum cost in the developed countries and the newly
industrialized countries are lron, alumlnum, paper, dry cell batteries and
lubricants. RS

25, ‘Both governments and the private sector should wherever appllcable, undertake
measuers to. establlsh such materials recycling plants as referred to above,

.. *(d). Enhanced support for and subcontracting to small-scale industries . ..

26s In view of the important rcle that small-scale industries play in the
utilization of local resources, development of entrepreneurship and ‘other skills,
creation of jobs and catering to the basic needs of the population, Africdn
countries should enhance their support to’ such industries, especially those which
are able to:

(a) Ensure lcoal production of selected industrial imported inputs
(parts, components, ‘packaging, etc.);

(b) Supply some of*the”basic needs of'the'population,

27, .To -this end, the measures to be undertaken both. by governments and the! prlvate
sector include: .

- (a) Facilitation of access to sources of raw materials and . equipment, 'credit
possibilities and market;
(b) Provision of extension services and technical training;*
(c) Subcontractlng ‘arrangements with relevant medium and 1arge enterprlses

in ‘the areas mentloned at (a) and (n) apove,

(e) Institutional arrangement

28, In order to tackle the crisis in the industrial sector in a coher@nt and well—
organized manner and especially to ensure the successful implementation of the -
measures suggested above there is a need for government to make appropriate
institutional'arrangement which may take the simple form of a task force or

ad hoc committee on the crisis, Such task force or committee will be expected .

to follow-up ‘&nhd monitor the "anti~crisis action" and make any recommendation

that may be necessary.

29, It is important that the membership of the task force or committee include
competent and qualified representatives of the private sector and high-level
experts with exten51ve experience in the field of industry and derived from relevant
-institutions and organizations such as.the universities, the chamber of 1ndustry
and commerce, the researcllcentres, etc.
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(£) Improved management of foreign exchange and other resources .

30.. In the current crisis svtuation,governments should see to it .that the scarce
resources available are used to meet the priority needs for the surVival, ~In this
connection, a number of measures can be justlfiably undertaken which include:

(a) Mobilization of all the resources of the country in the war for socio-
economic survival (natural resdurces and raw materials, entrepreneurial talents -
and capabilities, public, private and communal research and experimental development,
institutional and physical infrastructures);

(b) Optimized utiliz ation of the resources referred to at {a) above
and in particular the:.limited and hard-earned foreign egchange, :

(c).Declaring-War'on and elimination of mismanagement prnctigesz“
(d) cutting back imports of luxuries and non—~essentials;

(e) Temporary ClOSlng down of non—essential industries and that .of:
the economically non~viable ones;

(f) Greater surveillance and scrutinizing of activities of people
entrusted’ to run the enterprises and those implementing government regulations
relating to foreign exchange, public bids, etcs;

(g) Rationing of foreign exchange including the implementation of
reduced rates of prOflt ‘transfers and lower share of expatriates salaries
remittances; :

(h) Stringent application of the criteria for economiﬂ v1abillty and
profitability in evaluating existing, on—g01ng and planned prOJects,

(1) Temporary suspension of certain over-generous incentives ccontained
in the investment codes especially those contributing to foreign exchange

1eakages¢

(g) Mobilization and redeployment of domestic finances and foreign exchange

3l. 1In order to increase the resources available for the implementation of industrial
rehabilitation and anti-crisis action goverhnments should undertake a number of
measures to raise domestic savings and generate more funds to finance industrial’
rehabilitation and revitalization. Such measures can include:
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(a)~Réview“andireadjustment~of‘taXation”poIicies and interest rates;

{b) Introductlon of spec1al shOrt—term loan f1nanc1ng Scheme to ‘be-
implemented by-both development ‘and commerc1al banks in favour.of industries-’
for rehabilitation /revitalization purposes;

(c) Negotiation with donor countrles to streamline foreign aid to ‘be the
requlrements of the ant1~cr1s1s measures and programmes. .

(f) Readjustment of short—term strategies and priorities

32. In oxder to respond'to'the crisiSfaﬁd_to ensuie the_successful implementatiOn
of the survival measures suggested in this paper, African countries will have
to readjust their short—term objectives and consequently their short-term strategies

and policieBs

33, This exercisé’is promoted by and it involves the reallocation of the resources
according to the revised objectives 8nd strategies. This may involve the adoption
of such measures ass

(a) The suspension or postponement of some projects of the development
plans, especially those which are a551gned relatively low priority and/or the’
implementation of which is likely to make a strong call on-the limited resources
being mobilized for the survival;

' (b) The modification of the consumption and investment patterns and rates,
including the suspension of the importation of luxuries and non-essentials;

(c ) The preparation of interim crash programmes taking into aceount the
need to implement austerity measures for survival and to organize a transition " -
towards the recovery of the industrial sector and the whole economy;

(Q) The feadjustment of appropriate policy. instruments, namely the fiscal,
monetary and pricing policies (tariff and non-tariff measures, taxes on business
profit and incomes, interest rates, incentives and disincentives, price of the
input resources, etcs).

. B. Subregional/multinational and regional level

34, In addition to the efforts that are required at national level to arrest the
industrial collapse, and to rehabilitate and revitalize African ailing industries,
there are many aspects of the current crisis that need to be addressed at the
subregional or multinational level. Such actions may preferably take place in the
context of existing subregional co-operation schemes such as the Economic Community
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of West African States, the Preferential Trade Area of East and Southern Africa,

the newly established Economic Community of .Central Afrlan States, the West African
Economlc Communlty (CEAO) , the Economic Communlty of the Great Lakes Countries,

the Mano River Union, the Inter—state Commlttee for Combating Drought in sahel '
(CILSS), etc.‘ Actions may also be taken in the framework of bilateral economic,
technical and flnanc1al aqreements ex1st1nq between many African countries.

35. At the regional level important decisions were taken by the 20th-0rdinary
Assembly of the Heads of Statc and Government of OAU to tackle the current srisis.
They include, 1nter alla, the focusing on those activities of the Industrial
Development Decade that will address in the short/medium’ tekrm, some..of the
structural causes of the crisis,

36, There are many areas in the industrial sector in which subreglonaland mult .~
national co—operatlon could take place, and these are clearly spelled out and
being. implemented in most of the above-ment;oned economic, groupings, dowefcr, iy
view of the current cr151s, it 1s imperative to identify those activities that rzed
to be initiated or strengthened in various subreglons. There are four groups of
actions that are partlcularly 1mportant, namely the exchange of information on
industrial-related matters, the .establishment of. Co-OpCIathe agreements foxr
carrying out certain 1ndustr1al act1v1t1es, ‘the poollng of resources in areas
where national actions are not very effective and the mobilization of financial
resources to support the anti~crisis measures and programmes in the industrial
sector.

(a) Areas for exchange of information

(i) Raw materials, energy and spare parts

37, Due tO the 'severe ‘constraints imposed on forelgn exchange reserves of many
countries, greater collective efforts should be made in 1dent1fy1ng and maklng

known profitable sources of available raw materials energy and necessary spare
parts, For the provision of these basic inputs as well as other imported
production items, African countries should exchange information on terms of sales
agreements so as to take advantage of the best opportunltleso

(ii) Foreign expertise

38. Slnllarly the over—dependence of many African countries on external sourca:?
. for managers, -engineers, designers and even technicians represents‘a he avy burici: o
the cost of production in industry. Expatriate salaries, allowances and other
head office charges, including cost of maintenance and equipment usually account
for between 30-60 per cent of imported components for most industries, In addition:
these expenses Are generally paid in foreign exchange which is already very 1 ..ltoed.
given the stagnation or decline in exports earnings due to low lever of world

demand and, in some cases, protectionist policies in developed countries.
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39s« While it is not presently possible for African. industries to rely mostly on.
national manpower, African countries could reduce the cost of expatrise salaries
in exchanging information on standard scales of salaries and other allowances.
Similarly, reinittance abroad of profits of foreign investment or joint ventures
could also be harmonized in variouds subregicnal groupings. This would avoid
great disparities in foreign expert and consultancy costs, thus reducing foreign
exchange leakages«

(iii) Indigenous technologies

40, As indicated earlier, the present low and disappointing trend in transfer of
technology and the cost of imported technology made it necessary for some African
industries t&°develop and upgrade indigenous technologies. While efforts are .
underway to promote the horizontal transfer of local technologies among:African ..
countries; the current crisis provides: a.godsent opportunity .to increase the
exchange of information on the available indigenous technologies:-and the. common -
use of available opportunities such as training, repair and: maintenance facilities
as mentioned at (b) and (c) below. This is particularly relevant in confectionary
industries, textiles, distilleries, leather industries and -some. £ood -processing
industries, a case in point being alternative ingredients of flour as substitutes
to wheat flour.

(iv) Other local inputs

41, 1In addition to indigenous technologies, countries in the same subregion

should also undertake an irmmediate survey of those essential industries utilizing
raw materials available in the sibregion including _energy sources. This would enable
them to determine areas of complementarity and co—operation in the common use of
such_resouices,.thub resulting in the reduction of - the.costs of production and the
increased capacity utilization,

(b) Establishment éf,¢o—qperative agreements

(i) Market access

42, For industries with underutilized capacities resulting from the limited size
of the market, Afrjican countries in thé "same subregion should establish:agreements
on market access with a viéw to giving priority to subregional .industrial products
over competing imported: manufactured goods.
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(1i) ‘Joint bulk importation

43. The harnonization of procurement policies of raw materlals and other iniputs
(spare parts, equipment) within subreglons should constltute a prlorlty action in
plugglng foreign exchange leakages. Actually, bulk 1mportatlon of “such ifiputs
‘could, if JOlntly negotlated, bring about a reductlon 1n their cost.

(c) Pooling of resources

(1) Training facilities and research centres

"44. Training abroad, especially training of engineers and ‘technicians, is one of

‘the main sources of foreign exchange expenditure, At a time when foreign exchange
resexves are "dying up because of the current crisis, it is ‘ever than before’ imperative
for Afr1ca to fully use the existing training and research fac111t1es. An immediate
‘action towards this end would be the pooling of such facilities so that missing
expertise in one 1nst1tut10n could be prov1ded from cther institutions in the same
subreglon.

(ii) Maintenance and repair workshops’

45. Similarly, the pooling of existing maintenance ‘and repair workshops would
nct only cevelop local skills but also enable African countries to make a more
efflclent and longer utilization of ex1st1ng equipment. -

(iii) Inter—douhtry:xatibnalizatioh‘and pooling of “existing industries

46, The interrelation between the food and agricultural sector and the industrial
sector provides an important area for the implementation of the above measures at
:the multinational level as emphasized in various fora To attain food self-
;sufflclency, the agrlculture ‘séctor needs to be fully interrelated to the industrial
‘Sector, African countries cannot 1naef1n1tely rely on external supplies of essential
inputs such as fertilizers and agricultural tools. It is therefore imperative

for countries in the various subreglons to co-operate and devise ways and means

of ratlonallzlng and pooling ex1st1ng industries so as to max1mlzc their effective-
ness in SUpplYlng agrlculture with’ essentlal 1nputs.A The same applles to Food
processing industries.

{(d) Mobilization of financial resources to support antl—crlsls measures
_and programmes

47. In view Ofthe limited financial resources available to the industrial ‘sector
in most African countries, the existing regional and subregional financial insti=
tutions should be called upon to modify their lending policy and open a special
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window to support and supplem::t the efforts being made by African countries to
tackle and respond to the crisis in the indistrial seéctor. Davelopment banks and
-other. credit institutions should be requested tc allocate a certain percentage

of their loans to the. "sp901al antl—crlsls window" to finance industrial xrehabi-
litation and revltallzatlon 1n African: countries and especially at +he multlnatlonal
level such as in the case. of meaohres ‘suggested under (c) above, ia e., ‘the merging
of 1ndustr1es, rationalization at the inter—country level, etc.

C, ZInternational levgi

48, As has been stressed édrlier, a numbetr of the Yoot causes of the crisis are
built iz the existing system and pattern of the Noxth/South. relations,, Whllg

it is clear that this 1nternatlonal economic order can not be chanqed nor - .|
srgnlflcantly altered. in the very short term to respond to the crisis, a number of
immediate—action measures can be implemented at the 1nte1natlona1 levelawhlch could
make a non-negligible contribution, towards alleviating . the crisis. . These. 1ncludng

(a) Immediate and enhanced supply to African countries, in the. form of
grants or low-priced sales, of industrial inputs necessary for rehabllltatlng/
revitalizing "basic needs" industries such.as food processing, health care
industries, etc, Such inputs include raw materials; energy, spare parts,
equlpment, mach:nery etc.;

(b) Prov151on, in tne form of grants or Jow~prlced sales, Of. 1naustr1al
inputs necessary for increasing agricultural and food output as well as productlon
and-delivery of local agricultural raw matorlals to industries, : Such inputs include
“fertilizers, pesticides, it¥rigation equipmént and othér’ agrlcultural tools and

;mplements;

{c) Urgent prov1s1on, under gratuitocus terms, or aq51staﬁce for overcomlng
critical bottlenecks in -management, maﬂntenance, repair and physical fa0111t1es
in- oxrder to obtain better use of exrstlng industrial plants and 1nfrastructure-

(@) affecnlve Assrstance under gratu1rous or Poncessronal terms in implementing
existing programmes and ongoing prajects for: the establlshmen; of plantb and factories
to produce irrigation egpipment, and industrial factor inputs for agrlculture, and
in particular agricultural tools and implements and fertilizers, ~Such.assistance
would involve the supply of necessary equipment, components, parts, skills etc.;

(ei4§cﬁiﬁé‘éuﬁport“f6r and effective assistande in 'the training of the
technical skills in the manufacturing of parts and components *xioindine the inplant
draining in this area; -
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(f) Financial assistance in the' form of ‘debt relief. and balance—of—payments
support as well as:in the form of export 1ncent1ves and tax exoneration granted by
Governments in the developedtountries - for all industrial inputs and items to be
supplied to African countries under (a), (b) and (g) above;

(g) Lifting or softening,‘ on an interim basis, of protectionist tariff and
non~-tariff measures and barriérs on African manifactured exports to developed
countries,

ITI. CONCLUSION

49, The successful implementation of industrial rehabilitation/revitalization
hinges largely on the determination of the government in assuming its leadership
role as agent, investor, regulator, streamliner of economic development and its
ability to secure the co-operation of the private sector and agents of production
and distribution.

50, The government can use the crisis to enhance its leverage to introduce
reforms and restructuring measures which would otherwise be hersby adhered to.
Examples of such far-reaching measures are: '

(a) The modification of the development pattern;

(b) The reduction of the consumption rate and pattern and the readjustment
of the investment pattern; ’

{c) The adoption of any measures aimed at paving the way and laying down
the foundation for the implementation of the wide-ranging and far-reaching measures
required to restructure the industrial sector for accelerated self-sustained and
self~reliant industrial and overall economic development as recommended in the
Lagos Plan of Action and the Programme for the Industrial Development Decade for
Africa,

51. Another prerequisite for the successful implementation of industrial
rehabilitation/revitalization for survival is to ensure that complementary and/or
supporting measures are taken in industry-related sectors to remove possible
bottlenecks. These include the followings

(2) Increased agricultural production;

(b) Maintenance of the transport network and 1mprovement of the distribution
system efficiency;

(c) Provision of industrial inputs required to increase food production
(fertilizers, pesticides, agricultural tools and implements, machinery and equipment) ;

(d) Adequate control over the financial institutions to ensure that they comply
with the government anti~crisis policy.
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52¢ The. Government should also establish a task force or make any appropriate
institutional arrangement to follow-up, monitor and evaluate the implementation
of the anti-crisis measures and make any recommendation that may be necessary.

534 It should be emphasized that the measures proposed in this paper are aimed

-at making available to African countries some specific lines of thinking and

action to enable them to ‘develop and implement their. own anti-crisis policy. The
objective of such policy will be to abate the crisis in order to survive. But in
view of the structural character of the root causes of the crisis, it can only be
adequately tackled with medium and long term and restructuring measures as TYe-
commended in the Lagos Plan of Action And the Programme for the Industrial Decade

- for Africa.
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ANNEX I

SOME CRITERIA FOR SELECYICN OF INDUSTRIES
QUALIFIED FOR RAHABILITATION/REVITALIZATION

In oxder to be a potential candidate for rehabilitation/revitalization, the
industrial unit should be econcmically viable and in addition:

(a) Utilize local natural resources; mainly raw materlals and energy, for
primary and secondary processing;

() Produce essential needs of the majority of the pedple and/or contribute
especially to the attainment of self-sufficiency in food and rural development;

(c) Earn foreign exchange through the export of its products and include the
up-grading of raw materials;

(d) Provide inputs to other industries and/or act1v1t1es by producing
intermediates and parts, components and accessories;

(e) Meet the repair and maintenance requirements of industry and other economic
activities;

(£) pPromote linkage with other national economic act1v1t1es, possibly also
within the subregion;

(g) Offer opportunities for employment and training of local manpower;
(n) Offer clear scope for development of appropriate technology, including
traditional technologies; ‘

(i) Use no or little foreign technical and management skills which are one
of the main sources of the foreign exchange leakages.

(j) Be self-sustaining and not be subsidized under the government budget
or other public funds.

N.EZ. The above—mentioned criteria are intended as a guide for African countries
when developing their own criteria.
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Table 1. Percentage contribution of manufacturing to GDP
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Annex IT

1980

1975

1970
BLGEEAB s wransn o wn s st 11,16 7,75 8412
Angola 5418 4,04 2658
Benin . «Be36. - 9430 B2l
-Botswana - " 7.84 8,12 5.24
Burkina Faso 10.88 14,45 14,57
Burundi ' 6.77 11,32 10439
Cameroon 10.02 9.44 9,64
Cape Verde 5.23 6.45 5452
Central African Republic 13.09 12,32 13,99
Chad - 5.49 10.76 9,14
Comoros 6.69 8.05 5622
congo 10.3S 6.26 7.81
Djibouti 6.09 7«47 8.96
Egypt 19.60 17.77 14.02
Ethiopia 9.55 10.54 10.64
Equatorial Guinea 3.77 6,97 5.22
Gabon ' 4,17 4,89 7.66
The Gambia ' 5.10 5466 8.58
Ghana & 12,15 14,19 9,16
Guinea 2,89 3.65 3,10
Guinea~Bissau 1.07 1.32 1.75
Ivory Coast 11.40 11.85 10.82
Kenya 17,13 12.02 13.24
Lesotho 2,71 5.70 4,93
Liberia 4.00 4.60 4,98
Libyan Arab Jamahiriya 1.75 1.77 2.35
Madagascar 11.51 11.28 11,49
Malawi. 15.36 13.23 15.16
Mali 9.26 9,07 7465
Mauritania 4,90 4,86 6.39
Mauritius 16.09 18.25 15,25
Morocco 15.86 19,78 18,92
Mozambique 5.89 9.37 8,65
Niger 8294, 8,10 5331
‘Nigeria“ 4.45 5,45 . 5e4d
Rwanda 3.47 11.75 12.84
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Table 1. (Cont®d)
Percentage contribution of manufacturing to GDP
-atmeeﬁéggntﬁfagtor'ccéf:gg_ygzg
197¢0 -«  1975 1980

Sao Tome and Principe 4,81 7.05 4,74
Senegal 15.23 14,52 15,05
Seychelles 1.56 5,29 6420
Sierra Leone 6.45 5.59 - 4.81.
Somalia . 6449 9.56 - 8,61
Sudan . 10.18 8,59 7.01
Swaziland 12.35: 13,97 23.54
Tunisia 9,22 10.13 10.03
Uganda 7.45 6,05 4.76
United Republic: of Tanzania 10,08 10,44 10,01
Zaire ' 7.55 8.58 2,62
Zambia 653 15.38 15,95
Zimbakwe 21.30 23.33 25.45

Source; ECA. National Accounts Computer Printouts (table 3C 30/12/82).
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Table 2: Growth of manufacturing value added by subregion of Africa
{in -percentage)
Share of MVA in GDP | Annual average

1970-1977 1977-1982 1970~1977 1977~1982 1981-1982

Noxrth Africa 12.5 12.8 5.6 6.5 4.4
West Africa 6.7 7.8 3.5 -1.7
East Africa 11i.1 11.3 3.8 2.0 .2.8
Central Africa 8.0 7.9 3.4 1.6 0.6
Total Africa 9.9 10.6 4.6 : 1.5

Source: ECA statistics Division
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Table 33 " Level of'qabécity utilizafion.forwsélected.CQuntries, 1981-1982
(in percentage)
Country » Capacity utilization
Liberia 50
Morocco 60
Somalia 40
Sudan 50
zaite 50

Source: World Bank Economic Memorandum, 1981, 1982; World Bank Policy Measures
for Rehabilitation, 1983; World Bank Investing for Economic Stabilization and
Structural Change, 16 February 1982, '



Table 4: IMPCORTS BY BROAD E

PO 4 =~

i

CONOMIC CATEGORY - (Percentage of total value of imports)

1970

1978 1980
Country Consumer Inter=- Capital Consumeyr Inter= Capital Consumer Inter-  Capital
goods mediates goods &/ goods mediates goods &/ goods mediates goods a/
gastandSouthern Africa
Kenye 31.5 46.5 22,0 20,7 48,6 30.7 9.0 69.1 21,9
United Rep., of Tanzania 32.0 45,6 22,4 6.9 46,1 47.0 1l.6 56,8 31,6
Malawi ‘ 30.9 49,5 19,6 23.3 48,3 28,4 20,4 54.1 25,5
Madacascar 33.4 45,8 21.8 26,4 48.4 25.2 20,2 51.2 28,5
@gsthfrica
Senegal 40.9 21,0 18,1 36,7 42.3 21.0 32,825 54.5%5 12.7§§
IvoryCoast 34,7 41,4 23.9 28,7 39.5 31.8 31.85/ 49.95/ 18.35/
Liberia 39.1 35.7 25,2 34,5 41,47 23.8 35.957 46,15/ 18.05/
Niger 30,0 49.3 20.7 43.2 43.4 13,4 34,2= 49,5=" 16,3-
_Central Africa
Congc 4242 34,4 23.4 3549 35,0 25.1 31.0 51.0 18,0
Rwanda 20,0 5846 21.4 20,3 58,5 21,2 18,1 61l.5 2044
Cantral African Republic 37.1 37.5 25,4 31,7 39.1 29,2 46,3 33,3 20,4
Zaire 30,5 42,0 27.5 29,0 44,49 26,1 - - -
North Africa
© Morocco 2345 55,1 21,4 14.2 59,8 26.0 99.3% 69«.3%5 21.4%;
Sudan 35,3 49.4 15,3 35,9 3645 27.6. 30.45/ 54.95/ 14075/
Tunisia 18.5 59.9 21,6 18,2 51,4 29,4 15.35/ 62.157 22.65/
Algeria 20.6 47.6 31,8 16,7 41,6 41.6 19,9~ 48,2=" 31,.8-
'E/ 1981 figure United Nations, Yearbook of International Trade Statistics, Vole 1, 1977,
c/ 1982 figure New York Vol. 1, 1982,
a/ Including spare parts
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