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INTRODUCTION

l. Tite General Assembly, at its tbirty-eighth and thirty-ninth sessions, adopted

a number of resolutions in which the Secretary-General was reguested to report to
the Assembly at its fortieth session on the econonic situation and on the progress
nade in organizing and inplenenting sPecial progiammes of economic assistance for a

number of developing countries.

2. The Government of each of the countries concerned was asked whether it would
wish the report to the General Assembly to be based on the findings of a review
mission that would visit the country or whether it would prefer to provide
information that would constitute the basis of a brief, interim rePort to the
Assembly. The Governments of 15 of the countries concerned expressed a wish for
the second forn of retrnrt. As at t2 August 1985' 14 Governments had provided such

information. In the case of Uganda, the Government had reguesLed a review mission
for 1985, but had asked for a Postponement of the mission to late 1985' Should the
timing oi tt,e mission permit, a futl report wilt be made to the Assembly at its
fortieth session.

3. Ac.cordingly, interim summary reports have been prepared for 14 countries for
which special prograrnmes of economic assistance are being implenented' based on

informalion supplied by the Governments of these countries through the Resident
Co-ordinator of the United Nations systemrs Operational Actirtities for
Development/Resident Representative of tbe United Nations Development Programme

(tNDb). tt."" sunmary reports address the nrain developnents in the respective
economies in the recent period and the status of the special Programme of economic

assistance. The countries for which interin reports have been prepared and the
relevant General Assenbly resolutions reguesting the reports are as follows: Benin
(resolution 39/185) t Cape Verde (resolution 39/189) I Central African Republic

iresolution 39,/180)r the Comoros (resolution 39/L93)l Djibouti (resolution 39/2OO)t

the Ganbia (resolutLon 39/203) t Ghana (resolution 38/203) r Guinea (resolution
39/2021 r Lesotho (resolution 39,/183) t Mozarnbigue (resotution 39/L99) t Sao Tome and

Principe (resolution 39/187) t Sierra Leone (resolution 39/L92) I Swaziland
(resolution 39/194) I and Vanuatu (resolution 39,/198).

II. BENIN

A. Background

4. " The special progranme of economic assistance for Benin was initiated in l98l
to neet the specific economic and development needs of, the country, in,response to
General Assenbly resolution 35/88 of 5 December 1980. The basic features of the
economy of Benin were described in sone detail in previous reports of the

Secretary-General, the rpst recent of which wag contained in document A/39/383'

5. The peoplers Republic of Benin is located on the coast of West Africa and

covers an area of 1121622 sguare kilometres. It is bounded on the south by the
Atlantic Ocean (Gulf of Benin), on the west by Togo, on the north by Niger and

Burkina Faso (fornerly UPper Volta), and on the east by Nigeria. The population is

I.

/...
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estimated at 3.8 million, with an annual growth rate of 2.7 per cent. In 1981,
per capita income was estimated at $ZZg. Benin has been classified by the United
Nations as a least developed country.

B. Economic situation

I. General

6. Benin continues to be affected by the international economic crisis, which had
forced the Government to take austerity measures and to reduce the current and
investment budget for 1985 as compared with that for 1984.

7. Significant developments during the period under review include:

(a) In 1984 and 1985, the Government organized sectoral round tables with its
development partners to consider the irnplenentation of projects in the tourist'
cultural and health sectors, the Ou6nr6 integrated rural developnent project and the
issuing of the call for bids for the asphalting of the Dassa-Parakou roadst

(b) In December 1984, the Government organized a national seminar on
enploynent for the PurPose of defining an enplolment lnlicy for Beninl

(c) FolJ.owing the expulsion of aliens frorn lligeria in l{ay 1985, approximately
20Or00O people passed through the territory. This displacement, on a massive scale
and concentrated within a few days, caused damage to roads and plantations and had
considerable ecological conseguences. Some of these people arrived at the Beninese
frontiers without any means of support or their posaessions. Some of them have
remained illegalty in Benin, thus presenting the Government with serious food,
shelter and logistic problems. In April 1985, the Governnent launched an appeal
for emergency aid to international organizationst

(d) The Government is at present drawing up an adjustrnent programne with a
view to coping with economic difficulties and reviving growth on a perrnanent basist

(e) At its first regular session of 1985, the Revolutionary National Assembly
decided to defray the wages of the local communities through the national budgetl

(f) In Aprit 1985, the Government decided to cease systematic recruitment of
students who had completed their trainingr

(S) The encroachment of the desert, which has a negative impact on
agricultural production and results in an inrnediate food deficit, remains a
permanent concern of the Beninese authorities. In this context, in April 1985 the
Government organized a national seninar on desertification, at the conclusion of
which I June was declared Tree Day.
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2. lilational accounts

8. In 1982' gross domestic product (GDP) at the current market price in
CFA francs increased by 21.5 per cent, or 9.6 per cent in real terms, thanks to the
generally favourable economic situation in the subregion, particularly in respect
of transit activities and re-exportation to Nigeria. In 1983, however, GDp at
current prices increased by only 10.6 per cent, or zero growth in real terms,
reflecting the economic crisis which slowed down economic activities throughout the
subregion.

9. The economic crisis continued in 1984: GDP at current prices increased by
8.6 per cent, a reduction in real terms.

lO. The GDP projections for 1985 shon an increaee of 11.5 per cent at current
prices and 2.7 per cent in real terms. llhese projectiona are based on the
assumption that the slight recovery noted in ilanuary-February 1985 will continue.

Table I

Benint Evolution of GDp at current prices

(Blllions of CFA francs) a/

Year
Sector of activity

1982* r983* 1984* 1985**

Primary sector

Secondary sector

Tertiary sector

GDP at factor coEt

Net. indirect taxes

GDP at market prices

r4s.88

42.26

14{.63

332.77

34.05

366.82

167.63

50.68

150.76

379.07

26.58

405.65

19s. 11

57.27

16s. s9

4r7.97

22.48

440.4s

224.27

65.74

L7 6.96

466.97

24

490.97

Source s tlational

* Estimate.

** projection.

L/ The official
$us I = 438 cFA francs.

Institute for Statistics and Economic Ana1ysis.

currency exchange rate as at I August 1985 was
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3. Government bulgg!

11. rhe revenues of the curren. oullllllJfrom 43,8e4 billion cFA rrancs
in lgg2 to 32,193 billion CFA francs in 1gg4 as a result of a reduction of customs
duties and import taxes, which constitute the greater part of these revenues.

L2. Expenditures during the same period werer respectively, 291994 billion
CFA francs in 1982 and 271795 billion CFA francs in 1984. It may be noted that the
various current budgets registered a current surplus of 13.9 billion in 1982 and
4.39 billion in 1984. These surpluses are, in fact, flctitious, since they result
from the carrying forward of a number of expenditures or non-payment of bills.
External assistance is still indispensable for the attainment of the growth targets
contained in Beninrs second State Plan (1983-1987) for economic and social
development.

Table 2

Benin: @vernment budqet 1982-1985

(Millions of CFA francs)

1982 1983 L984 il t985 V

Revenues

Expenditures

Including: Personnel

Equipment

Miscellaneous

Current surplus

43 894

29 994

21 698

3 143

4 813

13 900

36 s15

22 690

21 253

947

490

L3 826

r 757

877

4 390

50 758

50 768

37 073

3 756

9 939

32

25

193

796

L62

Source: Benin authorities.

"/ 
Provisional balance sheet.

\/ Projections.
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4. Public debt

13. The large-scale investment progratnme undertaken in recent years has led
to a considerable increase in capital transfers. This has resulted in the
increase of outstanding pubtic debt and its servicing. As at
31 December 1984, the outstanding public debt anounted to 383.07 billion
CFA francs' including 313.07 billion CFA francs in external debtsl ds against
349.57 billion CFA francs in 1983

14. The debt servicing, excluding the petroreum sector, iras 7.9,9.5 and
5.2 billion CFA francs in 19821 1983 and 1984. Irr 1983, this debt servicing
represented 2l per cent of the varue of exports. The debt service
appropriation for 1985 is 3.74 billion CFA francs.

5. Balance of paynents

15. Benin's foreign trade has for years been characterized by a persistent
inbalance between imports and exports and a resultant sizeable current account
deficit. However, the overall balance showed a surplus in 1981 and 1982 owing
to a large increase in foreign loans. The 1984 estimates are not yet known.
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Table 3

Benin: Balance of p,alnnents

(Billions of CFA francs)

1981* 1982** 1993***

Exports, f.o.b.

Imports, c. i.f.

Services (net)

Unrequited transfers

Current account balance

Long-term movements of
non-monetary capital

Basic balance

Short-term movements of
non-monetary capital

Net errors and omissionE

Global baLance

65.0

-120 .0

4.8

25.8

-24.4

35.4

11 .0

ll.0

e/

E/

e/

v

rt4.0

-IIs.0

5.9

25.5

-38.6

2L.7

-1.6 . g

16.9

4s.0

-120 .0

5.3

2s.0

-44.7

28.2

-L6.s b/

16.5

Sources Central Bank of tfest Afrlcan States, annual report f983.

*

**

e/
p/

Provisional data.

Estimates.

Iong-term and short-term.

fncluding short-tern novements of non-monetary capital.
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C. SPecial progranne of econonic assistance

16. The outstanding projects of the special programme of economic assistance have
been integrated in the National Investnent Programne and are being pursued in the
context of the Round Tab1e of Donors and the economic and social development plan
for the period 1983-f987.

D. Financing of the National Investment progranme

L7. The National. Investnent Programne consisted of 270 projects estimat,ed to cost
3881546 million cFA francs during the period 1983-1982. (Total cost, i.e.,
extending beyond L987, arpunted to 526r88L niIlion CFA francs.)

18. The situation as at June 1984, as described in the report of the
Secretary-General (A/39/383) was that, of ttre 270 projects, 159 had secured funding
totalling 2021386 nillion CFA francs. rn addition, the Governnent had identifiecl
74 projects for which the external assistance component was available but for which
the local cost financing, inctuding recurrent costsl wds not available. The total
external assistance reguired for these 74 projects was 52r080 million CFA francsl
the local costing was 38r375 million CFA francs. Finally, the Government had
identified 33 additionat projects for which external assistance amounting to
951628 million CFA francs was still reguired.

19. As at June 1985, in addition to the suns indicated above, a total of I04rL27
nillion CFA francs in external assistance had been secured for 3l projects.
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Table 4

Benin: financing of the l{ational fnvestment Programme

(Millions of CFA francs)

Orerall Amount Amount Source of
Project title cost committed acguired financing a/ Type

I. Rural development

Development of national
parks and environmental
protection

Hydrological management,
Niger River basin (study)

tovr grounds project in
villages

Cattle production,
Okpara Ranch

Total

2. fndustrv and Energy

Nangbeto dam

Petroleum production,
second phase

Lime kiln, Dadjo

Gari manufacturing
unit

Total

1 029 L 029 CCCE Loan

200 200 BID Loan

100 100 BoAD

832 832 ADB

3 253

65 41 750 Ipan and
consortium
headed by
World Bank Ipan

Forestry development 5 4]-7 I 092 L 092 world
Bank

L7 542 12 000 ErB and
World Bank Loan

2 542 Loan
and BOAD Loan

860 BOAD Loan

57 Ls2
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Table 4 (continued)

Orerall Atrcunt Anount Source of
Project title coet commltted acguired flnancing g/ Trype

3. Transport and communication

Third rural access
roads project 5 000 IFAD and IDA Loan

Dassa-Parakou road 22 8oo German
Development
Bank, BOAD

Sava lou-Djougou-
Porga Road (study) lforld Bank loan

2OO ADB AIID
ECOtfAS

Abomey-Bohicon-Ketou
and Save-Okeowo
(study) 400 BID

Mono-Sazue bridge 3 400 Gerrnan
Development
Bank - BOAD

195 ECOilAS lJoan

Improvement of
regional postal
centre 960 765 IPcaI

construction of
three branch
poet offices in
Porto tdovo 153 Iocal

Postal service
in rural areas 474 379 UNDP

94 lpcal

Study on imProvement
of aeronautical
eguipment 58 tPcal

Total 33 445
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Table 4 (contlnued)

Overall AtIbunt Arpunt Source of
Project title cost committed acgulred financing grl Type

4. Commerce

Certsus of tourist
sites 20 FAc Grant

in aid

Rehabilitation of
hotel eguipment,
pendjari-porga 400 cccE Ipan

Construction of
50 villas,
Abomey-Calavl g?g rocal

Study on the
construction of
a main office 2s rffal
Construction of
middle-level houses,
Na ti tlngou-I€ kossa-
Abomey 30 rocar

Total I 353

5. General administration, education, health

Equipping the
National Library
and provincial
libraries with
technical material

fmprovement of archives

Universal literacy

Pharmaceutical
products storage
centre

70 FAC Grant
in aid

25 Iocal

2 499 Switzerland Ioan

90 Iocal
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Table 4 (continued)

Overall ArPunt Arnount Source of
Project title cost committed acquired financing g/ Type

Development and
extension of the
Cotonou maternity
hospital

Congtruction and
equipnent

DeveloPnent of
primary health care

77L EDF GTANT
in aid

I 386 INDP Grant
and UNCDF in aid

22L The
Netherlands Loan

Rehabilitation of
the Porto Novo
hospital 3 850 EDF Grant

in aid

Total I 923

Grand total L04 L27
:

"/ 
CCCE Caisse Centrale de Co-op6ration Economigue

BID Islanic Development Bank

BOAD - West African Developnent Bank

ADB African Development Bank

EIB EuroPean Investment Bank

IDA International Development Association

IFAD International Fund for Agricultural Development

ECOYIAS - Economic Cornmunity of West African States

FAC Fund for Aid and Co-oPeration

INDP United Nations Development Programme

EDF EuroPean DeveloPment Fund

TNCDF United Nations Capital Development Fund.

/...
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III. CAPE VERDE

A. Background

20. The economy of Cape Verde nas described in some detail in previous reports of
the secretary-General on assistance to Cape Verde (A/33/L67 and Corr.L, A/34/372
and Corr.L, A/35/332 and Corr.I, A/36/265, A/37/L24, A/38/216, sect. V and
A/39/3891

2L. Situated sorne 450 kilometres nest of Senegal, the Cape Verde archipelago
comprises 10 major and 3 smaller islands. The total land area is about
41000 sguare kilonetres, of which only 14 per cent is cultivable. The population
is estimated at about 316,000 (183,000 located in rural areas and 1331000 residing
in urban centres). Its geographic location offers potential for servicing and
providing transit storage facilities for international merchant and fishing ships
operating in ttre area.

22. There are no known exploitable mineral resources. Fishing is to be
increasingly promoted by the Government. The Governnent is also atternpting to
establish permanent labour-intensive programmes (particularly in the areas of soil
and water conservation and the construction of roads and airports), with a view to
reducing the unenployment rate, estirnated at 30 per cent of the active population.
These programmes are financed both by external sources and by the Government.
Given the general lack of domestic employnent optrtorEunity, enigration, both
pernanent and for tem;nrary employment, is cornnon. Cape Verde is classified by the
United Nations as a least developed country.

B. Economic situation

1. Gross domestic product

23. It is estinated that in 1982 the gross donestic product (GDP) totalled
4'542 nillion escudos. Agriculture accounted for 17 per cent of GDP, public works
and construction for 24 per cent and services for over 50 per cent. Per capita GDP

was estimated at $260.

24. Agricultural production covers only 15 per cent of domestic food reguirements,
with the balance provided prirnarily through food aid and some cornrnercial imports.
Persistent drought has aggravated this situation.

25. There has been a notable slowdown in international shipping. Earnings fron
services provided by the port of Minde1o, which was traditionally one of the
countryrs main sources of revenue, have declined by more than 50 per cent.

2. Government finances

Recurrent budget

26. The Government has, as a matter of policy, attempted to maintain recurrent
expenditures within the limits of recurrent revenuet there was, however, a deficit
of $a.57 miltion in 1984 and a deficit of approximately $4.30 million is forecast
for 1985' 

/"'
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Table 5

Cape Verde: recurrent budget

(uillions of United States dollars) /

1983
(actual)

1984
(actual)

1985
(budgetarY
estimates)

Revenue

Expenditures

Balance

26.86

21.32

5.54

22.L0

26.67

-4.57

19.16

24.26

-4.30

L/ Rates of exchanger 1983c
1984 r
198 5:

= 72 C.aPe Verde escudos
= 80 CaPe Verde escudos
= 91.75 CaPe verde escudos.

$r
$1
$l-

Investment Programme

27. Capital expenditures for development are financed largely from external
resources. The investment programme has alnpst doubled since 1980 to reach a total
of $49.I million in 1984. The main priorities in the investment programme for 1984

were rural development' transport and comnunications and administration'

Table 6

Cape Vetdet itnest*ent Prog

(Thousands of United States dollars)

Sector Amount

Rural development
Fishing
Industry
Energy
Construction and Public tlorks
Transport and communication
Commerce
Tourism
Education, training, culture
Health and social welfare
Housing, urban development, sanitation
Administration

Total

L2 892
969

L 525
2 266
I 100

16 663
959
272

3 357
2 L25
I 88s
5 r11

49 r34
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3. External accounts

28' The balance-of-payments figures since 1.980 reveal a continuing trade deficit,amounting to almost the eguivalent of the national income, covered largely byforeign aid and remit,tances from overseas. rn 19g3, private transfers totalledover 932 million and public transfers over $33 million. Remittances declined by25 per cent between 1981 and 1983 (the last year for which data are available) dueto worl'd-wide economic difficulties and the -orr""qr"nt increase in unemploymentamong cape verdeans riving abroad. The declining value of the national crirerrcy(escudos) vis-i-vis the united states dorlar - an effective depreciation of almost,/-/5 per cent' between 1980 and 1985 - has resulted in both a reduction in the dollarvarue of exports and an increase in the cost of imports, petroleum products inparticular. The value of exports declined by more than g0 per cent between I9g0and 1983' rn 1980, exports of goods covered armost ll per cent of importsl in l9g3exports covered only about 2 per cent of imports. The relatively high level ofimports refrects in part the reguirements of the investment programme fordevelopment.

Table z

Cape Verde: Balance of payments

(Thousands of United States dotlars)

1980 1981 1982 1983

Imports of goods, c.i.f.
Exports of goods, f.o.b.
Non-factor services

Balance of trade and services

Private transfers
Capital revenues

Balance on current account

Public transfers
Ioans
Errors and omissions

Overall balance

91 788
10 463
3 0s4

-78 27L

45 6tl
3 891

-28 769

33 789
2 708

-1 Is4

-61

95 951
4 066

16 317

104 575
7 620

307

-96 648

43 990
538

30 lts
21 411
5 3s3

-52

25
22

4

-76 s58

35 2L7
-3 870

-45 22L

12 658

436
934
187

315

32 877
-4 78I

-33 218

33 151
-191

4 2L3

3 955

84
I

2L

6 574

020

747
725
240

692

29. As at 30 September 1994, the total external debt was $116.6 million of which$65'3 million has been disbursed. The total debt represents almost 150 per cent ofGDP' According to the Government, debt service increased,from $r25r000 in 19g0 to$4'5 million in 1984, over twice the value of exports in that year. Debt servicefor 1985 is projected at $4.5 mitlion.

7...
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30. The economy of Cape Verde is highly dependent on external economic conditions
and has been severely affected by the recent weakness in Ehe international economic
situation as weII as by the prolonged drought and the destructive effects of the
torrential rains of September 1984.

C. Effects of drought and emergency programmes

1. Food situation

3I. fnadeguate and too-localized rainfall at the beginning of the rainy season
aggravated the negative effects of the 1983 drought. However, the torrential rains
of September 1984 followed by heavy rainfall in many islands in titcvember 1984
reeulted in a sLight improvement in agricultural production. ProducLion of the
two principal crops during the 1984 campaign is estimated at 21525 tons of maize
(175 tons less than the prior year) and at 51395 tons of beans, an increase of
aloost 70 per cent over. However, the increase in agricultural production did not
match population growth. Total consumption needs for 1.985 are estimated at
481000 tons of maize , 7 1200 tons of beans, I3r500 tons of wheatr 131750 tons of
rice and 21490 tons of powdered milk. Taking into account stocks as at
I January 1985, commercial imports foreseen for 1985 and conflrmed food aid, the
global deficit is approximately 2,500 tons.

32. The low level of domestic food production has seriously affected the
nutritional levels of the population of the country, especially on the islands of
Santo Ant5o, Sto Nicolau, Maio and Santiago. Over 43r000 persons belonging to
vulnerable groups are not, receiving food aid under the lrlorld F'ood Progr€mtn€. The
@vernment is attempting to strengthen the mechanisms for the distribution of food
aid to vulnerable groups, mobilizing the human and material resources of the army
and the civil administration.

33. The Governmentr in co-ordination with the United Nations Office for Emergency
Operations in Africa, has appealed for emergency assistance.

34. The unmet emergency needs for assistance presented at the country-specific
meeting for Cape Verde held at Dakar on I April 1985 neres

$US miLlion

(a) Eood aid requirements includinq transport 4.1

(b) Basic agricultural pastoral inputs
(c) Essential health actions
(d) Relief survival items
(e) Essential water projects
(f) Additional logistics (capita) inputs

4.4

L.2

1.8

3.9

15.4
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35. Needs have nearly been met in the area of
However, the projects in the water, sanitation
need.

food and health assistance.
and logistic sectors are still in

2. Water, unemployment and livestock

36. The cumulative effect of years of drought has created a serious water problem
in Cape Verde. The scarcity of potable water is especially serious on the islands
of Boa Vista, Santo Ant6o, SAo Nicolau and Fogo. Desalination facilities for
seawater are already operating on the islands of SAo vicente and SaI and another iE
shortly to be installed on Boa Vista.

37. In addition to the general progranme for increasing the supply of potable
water within the framework of the National Development Planr the Government adopted
an energency programme to neet the needs of the critically affected population.
External financial assistance is stilJ. urgently needed to inplement the progranme.

38. The rural population, constituting nearly 60 per cent of the total population,
has been most seriously affected by.drought. The area under cultivation declined
substantially and unemployment increased. The Governnent is continuing its
energency progratnme of 21000 additional jobs in the most seriously affected areas
and the creation of other jobs in less affected areas. The programme is estinated
to cost $1001000 a month for six nonths and is in need of financial suptrnrt from
donors.

39. The Iivestock situation was very difficult during the first nine months
of 1984 because of insufficient reserves of fodder. Many goats, cattle and sheep
were slaughtered because of economic considerations which constituted an important
loss of capital. In addition, many cows did not reach the reproduction stage; only
45 per cent were capable of full mitk production. After the September rains,
pasture inproved in all islands except for the arid and sub-arid zonea. Estimates
by the Directorate of Animal Health show that cattle in 1984 needed 33,OOO tons of
fodder. Of this reguirementr 261000 hectares of forage pasture (0.7 ton per
hectare), would yield 181200 tons and 71000 tons would come from peripheral forest
growth and nulch fron irrigated cultivation, such as banana trees. To fill the
deficit of 7 t800 tons of fodder for 1995 reguires 950 tons of naize, or oats and
ground-nut oil cakes, or sunflowers. Mineral salts and special mills to aseist in
nixing the feed are also needed.

D. Special economic assistance programme

40. AII projects under the special economic assistance progranme were merged with
or reflected in the projects prepared for presentation to the first Round Table of
Development Partners, held at Praia fron 2l Eo 24,June 1982, and were incorporated
or reflected in the version of the First National Development plan (1982-1985)
finalized in the tight of discussions which took place during the 1982 round table.
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4I. The Government continues to pursue the programme of its First National'
Development Plan (1982-1985) r as described in the report of the Secretary-General
(A/3g/3ggr patos. 32-451. Technicaf assistance received in 1984 was estimated at
about $US f47.1 rnillion from both traditional partners and non-governrnental
organiZations, with continued enphasis on the agricultural, fishing, transPort'
conununicationer heal.th, education and industrial sectors.

42. The status of the projects in the special economic assistance progralnme'

described in the report of the Secretary-General (A/39/389' paras..29-31 and

tables Z-9r renains as set out in that document with the following'changes:

Table Project

H-2 Renovation of the
central hospital at'Praia

t{-4 Water develoPnent
on Fogo and Brava

t{-6 Pubtic works equiPnent
for water develoPment

I-8 Desalination of water and
production of electricity'
56o vicente

I-10 Electric aenerator
for Praia

E-l New prinary schools

E-9 Training of secondarY
school teachers at Praia

H-l Four 50-bed hospitals

L-l Territorial develoPment
grouP

L-7 Housing

G-5 Sal.t Production on llaio

L-8 Establishment of a
home mortgage programne

Change

Conpleted.

SupplementarY funding fron
the Federal Republic of GermanY.

Supplementary funding from the United
Nations Capital DeveloPment Fund
(INCDF) and the Federal Republic of
Germany.

Financing from ltalY and the
Netherlands.

Financing fron the Caisse Centrale de
Co-op6ration Econonigue (CCCE) .

A programme with the African
Development Bank (ADB) is under study.

Technical assistance fron Portugal.

Financing from the Netherlands and
Italy.

Delete.

Financing fron the l{orld Bank.

Discussions under waY with ItaIY
and ADB.

Delete.
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IV. CENTRAL AFRICAN REPUBLIC

A. Background

43' The special programme of economic assistance for the centraL African Republicwas launched in response to resolution 35,/gZ adopted by the General assernOfy'Jn5 Decenber 1980. The physical characteristics and the general economic structureof the Central African Republic have been described in irevious relnrts of thesecretary-General (A/36/L83, A/37/L3L, A/38/216 and A/3g/9841. The country island-locked, with a total area of 6231000 sg. km. and a population estimated at2'648,000 as at the end of 19g4. The annuai poputation growth rate is2'5 per cent. over 34 Per cent of the poputalion is urbin. More than g0 per centof the total national territory is arabie randl the country is in generar wertwatered. The econony is mainry agricultural and is characierized uy an inpoiiantsubsistence sector. ltanioc is the main food crop and cattle-raising is aninportant traditionar activity. Food crops also include ground-nuts, maizer ydlrsrsesarne, rice and vegetables. The rnajor eiport items are diamonds, coffee, cotton,tinber and tobacco. Although the countryrs production base is relativelydiversified in conparison with other countries of the region, the expansion ofnational production and of the export sector are hindered by the land-lockedposition of the country and by a severe lack of physical infrastructure. Thecentral African Republic is classified as a reast deveroped country.
44' The central African Repubric suffered from a catastrophic drought that lastetlfron November 1982 to the end of May 1983 and had adverse effects on arl thesectors of the economy. Agricultural proauction of manioc declined significantly.rosses were arso sustained in the curtivation of rice and the catch of fish fronrivers and fish-ponds. outbreaks of rinderpest in neighbouring countries infectedthe countryrs stock of cattre and the Governnent had to organiie an extensivevaccination campaign. rn addition, the dryness of the vegetation and rack ofrainfalL brought about numerous bush fires that destroyed many plantations as wellas extensive areas of high forest. The industriar sector surleiea fron shortagesof electricity and water. Trade and transtrnrt were seriously affected by the -interruption of river navigation. rnfantile diseases increased significantly as aresult of the shortage of clean drinking-water.

45' A three-year recovery programme nas instituted in l9g3 covering the period1983-1985. The positive effects of this prograrnme are still awaited although themeaaures adopted within the framework of Lhe-three-year plan have resurted in thestrengthening of some sectors: for example, the relaunching of the textileindustry became effective with the riquidation of the central African Textirerndustry (rcAT) and the establishment in 1983 of the central African Textiles union(ucATEx) with a capital of 1.3 million cFA francs. Annual production capacity isaround 4'4 nillion metres of unbreached fabric for loincloth and 1.4 million metresof niscellaneous articres (crothing fabrics, sbeeting, etc.).

B. Economic situation

1. Summary

46. The effects of the drought of 1982-1983, which severely affected production in1983 and 1984, are still being feltl r9g5 wiir be a year of precariousstabilization, with a continued need for external assistance. 
,/...
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2. National accounts

47. Gross domestlc product (GDP) in current prices increased 7.9 per cent' from
235.3 billion CFA francs in 1983 to a projected 253.9 blllion in 1984. Preliminary
projections indicate a further lncrease of 9 per cent to 277 billion CFA francs
in 1985.

48. In constant prices, the economy grew by 1.6 per cent in 1982 and 0.8 per cent
in 1983, with the decline mainly a result of the drought. Growth of 6.0 per cent
ts projected for 1984. Given an estimated annual popuLation growth rate of about
!.5 per cent, per capita GDP may have increased slightly if actual GDP for 1984 is
s large as the projected figure.

Table 8

Central African Republic: gross domestic prorduct by sector of origin

Preliminary estimates for I982-1983, proiections for 1984 1/

(Billions of CFA francs) !,/

1982 1983 1984

Agriculture, forestry, livestock
Mining
l,lanufactur ing industr ies
lilater , electr icity
Buildings and public works
Commerce
Transport and communications
Publlc administration
Other private services
Customs duties and one-time tax

GDP in current market Prices
GDP deflator
GDP in constant 1977 market Prices
Growth in per cent

76.2
11.5
15.4

2.5
8.4

31. s
8.4

33.9
9.8

ls.0
2L2.5
L4.21

118.2
+1.5t

87.0
L2.4
16.3

2.3
10.5
33 .4
9.6

35.7
1r.7
16. 5

235.3
10.0r

119. I
+0.8t

89.7
L7.4
17.3
3.4

L2.5
37.6
10.1
3s .9
L2.9
t7.l

2s3.9
10 .0t

L26.2
+6.0t

Egglggs Office of the High Commlssioner for Planning and Economic and
Flnancial Co-operation, l,!arch 1985.

2/ :Ihe figures for 1984 are official projections established for the
economic racovery programme.

\/ Exchange rate: 1981
L982

1?11
1984

(Dec.) ..........
(Dec.1
{Decr}l ..........
(June) .o.....o..

283 = $US 1.00
343 rl

413 rl

420 tt.

t..-
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3. Agriculture
49' The agricultural sector accounts for approximately one third of the GDp.rn 1983' as a result of the drought proauction of manloc, ground-nuts and rice
i$:i:"i"olrlllt 20 per cenr but, with rhe exceprion of riie, recoverea ro le82

Table 9

-(Tlrousands of tons)

L982 1983 1984

Staple crops

!t!anioc
Ground-nuts
Maize
Sorghum
Sesame
Rice

Export crops

Cotton
Coffee
Tobacco
Diarronds (in thousands of carats)
Timber (logs, cubic metres)
Timber (sawnmdr cubic metres)

85
38

253
76
7.9

41
9.8

14. s

5.0
L4.7
0.6

265
300
200

208
58
6.4

38
9.3
6.6

9.3
16.8
0.4

250
300
000

258
81
7.9

42
8.8
7.4

13.1
16.0
0.4

326
900
100

8l
40

87
32

So_urces Directorate of General Sbtistics and Economic Studies.

50. One of the most difficult
.reduce the birdgetary deficit.
the collection of revenues and

4. public finance

problems facing the country has been the
The Government is making a serious effortto restrain recurrent expendltures.

need to
to improve
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Table l0

Central African Republict budgetary revenue and expenditures

(Billions of CFA.francs)

1980 1981 L982 1983 1984 re85 */

Revenue
Expenditure

Deficit

26.8
?0.3

-3.5

29.4
34.8

-5.4

38.5
?9.1

-0.6

4r.8
4L.7

39.5
!9-7

-0.2

40.0
40.,8

-0.8

l/ Estimate.

5. Balance of Pavments

5I. The balance of payments is characterized by a deficit in the trade balance'
large net service payments primarily related to transportation and signiflcant
public transfers. llhe Government has adopted several measures incl'uding the
curtailment of imports aimed at improving the balance-of-payments situatlon.

Table 11

Central African Republic: balance of pavments

(Billions of CFA francs)

L98l 1982 t983 1984 t/ 1e8s !/

Trade balance (Fob/fob)

Orerall balance

-5.4

-2.8

-9.5

-9.6

-6.7

-7.0

-10.9

2.8

-8.0

-1.1

Estimate.

Projection.

5. Debt situation

52. The country is faced with a serious problem of debt and debt service
obligations. Total external debt which amounted to ?1 billion CFA in 1981

increased to 110 billion CFA by the end of 1984.

t/
2/
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53. The first united Nations mission to the central Afrlcan Republic, organized inresponse to General Assembly resolution 33/87 of 5 December 1980, identified
37 projects for the special programme of economic assistance, as indicated below.

Table 12

c assi the Central
Afrlcan Republic (1981)

(Ttrousands of dollarsl

Agrlculture and livestock (12 projects)
Infrastructurer transport and telecommunlcations

(7 projects)
Mines and energy (3 projects)
Education and training (6 projects)
Health (6 projects)
Social affairs (2 projects)
l{orld Food Programme logistics

Total

99 000

10 700
3 200

16 800
17 590
I 000

500

148 ?90

54. rnformation on the implementation of the programme is contalned in the reports(A/36/L83, A/37/L3L, A/38/216 and A/3g/3g41 sulmitred ro rhe cenerat Assemblyfollowing review missions organized by the secretary-Genera1 in response to
Assembly resolutions 33/g7, 36/206, 37/L45 and 3g/2L1, respectively.

55. As at June 1984, ouE of nine projects still in need of external assistonC€rfive were partially fundedr two had good funding prospects and two had not receivedany financing.

V. THE COMOROS

A. Background

56' At its thirty-first session, the General Assembly initiated a specialprogramme of economlc aseistance for the comoroe tn order to enable Lhe country toovercome the serious economic difflcultiee that tt faced upon independence. Thelatest report on assistance to the Comoros uas contslnad tn ttre report of theSecretary-General of ll September l9g4 (ses A/39 /gg2, sect. fV).
57. The Comoros archipelago is extrenely poor in natural resourceg. of itssurface area of some 2r200 sguare kilomeirie, Iess than holf 1g considered sultablefor agriculture or animal husbandry. Ttte estieated populatlon ie d20,000, with arapid srowth of 3.5 per cent per 

"nnur 
chich.*"""rdt""-ir,i;J;i;;;;;".--rn"r"bse bars *s va bes Lavta f ara _: _

/...
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are no known mlneral resources. l$te country lE often hit by cyclonest the abundant
rainfall ls intersperaed wlth drought. Flshing is baeed on small-scale traditional
methods, although the excluslve economlc zone has great potential. In addition,
the dlstances between the lelands are a Eerlous hlndrance to contacts between them

and the econooic and soclal development of the country. llhe Comoros is classified
aE a leagt developed country.

B. Economic situation

5g. ilhere is widespread malnutrltlon and proteln deficiency in the Comoros. Tttis
is largely due to the traditional farming syEtems inherlted from the colonial
period which favoured export crops to the detrlment of food crops. For example,
rice productlon faUs seriously short of, national needs. Imports are currently
between 20,000 and 251000 tong annually and could reach 301000 tons ln 1986. O\ter

the last few years, efforts have been made to encourage farmers to grow maize as a

substltute for rlce and to plant other food crops with a vlew to achleving food
self-sufflclency .

59. The primary sector - agrtculture, anlmal husbandry, fisheries, forestry -
employs more than BO per cent of the active population and accounta for alnost all
expori earnings. These earnlngs depend heavily upon a few cash crops subject to
strong prlce fluctuatlons over which the country has no control. The Comoros is
ttre worldrs largest prducer of ylang-ylang perfume essence and the second largest
producer of vanilla. Tbe rnanufacturlng sector ls very small and progress in
developing thle sector. ls slow. Notwlthstanding a slgniflcant programme of public
lnvestmenta over the lagt few years, the physlcat infrastructure and basic
utilltiee remaln lnaufficient.

60. In December 1983, the @vernment lssued the lnterim economlc and social
development plan for the perlod 1983-1986r which stresses the following priority
areaE r

(a) Food self-sufftciencYt

(b) Improvement of inter-island communicationst

(c) Energy production and tdater supplyl

(d) Health and populatlon progranmes,

(e) Tralningl

(f) Physical plannlng and hunan settlements.

61. The Government submitted the lnterlm plan as well as the investment proqramme

for 1983-1990 to the International Solldarity Conference for the Development of the
Comoros, whlch was held at lloroni'from 2 to 4 July 1984'
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1. Gross donestlc product

62. rn 1983 the groes domestlc product ln current prtces was 401380 oilllon
comorian francs.* rt is characterlzed by the donlnince of the prtmary aector(38 per cent) and the tertlary sector (46 per cent) and by ttre itmtted contributlonof the secondary aector, provided by induslry (5 per cent) and constructlon andpublic workg (10 per cent).

63' From 1976 to 1982 the contrlbutions of agrlculture and commerce to the GDpdlminished while the contributlons of constructlon and publlc works, publicadmlnistratlon and other services increased markedly.

64. Expressed in current prices, the contrlbution of agriculture to the groEs
domestlc product fell fron over {0 per cent ln lggl to 36 per cent ln 1gg3, thedecllne being the result of the slackenlng of lncreasea ln the prlce ofagricultural products ln 1983. varue added ln the coooerce gector arso decreaeedslightly, prlmarily because of Elow growth 1n dooegtlc and internatlonal prices.
However, the publlc admlnistration and the conatructlon and public works sectorincreased because of the lmplementation of a large-ecale programme of public
investment and a considerable lncrease in the nuober of technlcar assistancepersonnel. The contribution of the 'other servlces. sector to the gross dooesticproduct also increaged considerably.

2. Balance of pavments

65. The 1984 balance of payments ts basically charactertzed by the worsenlng ofthe current account deflcitr whlch lncreased iroo 4,211 million @oorian francs toL41297 mtllion comorian francs. lltre deterloration of the current account was duemalnry to the more rapid lncreaee in the cost of irnports and to the heavy burden ofnon-factor serviceg, aB well as to unfavourable conditlons for export products inforel.gn markete.

* The Comorian franc is convertible at aI French francl as of I August l9g5 the exchangerrasr $US 1 = 438 Comorlan francs.

50 Comorlan francs to
the United States dollar

rate
rafe

of
of
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Table 13

The Comoros: balance of payments' 1983 and 1984

(lvlillions of Comorian francs)

r98 3

Exports (goods) (f.o.b.)
Imports (goods) (c.i.f.)

Trade balance
libn-factor service balance
Balance of goods and non-factor services
Balance of factor services

Unreguited transfers
Current account balance
Capital account balance
Overall balance
Change in net reserves a/

Revenue
O,perating income
Capital revenue

Expenditure
Operating exPenditure
Capital outlays

Deficit (-) or surPlus (+)

l/ A minus sign denotes an increase.

3. Government budget

66. The Government has continued to take steps to improve the public finances by

exercising restraint in expenditure on personnel and equipment, strengthbning units
responsible for collecting direct and indirect taxes, and extendinq Ehe turnover
tax to additional products. Total revenues increased by 49 per cent over 1983.
Government expenditure also increased considerably as a result of an increase in
the service on the external public debt owing to the sharp rise in exchange rate
for the dollar and other currencies in which loans are denominated.

Table 14

The Comoros: budgetary period 1983-1984

(l'lillions of Comorian francs)

198 3

+7 4L9
-9274
-185s
- 9 021.s
-10 876.5
- L74.7
+ 5 839.8
- 4 2LL.4
+ 5 002.4
+ 791.0
- 79r.0

5 353.8
4 892.0

451.8

5 2s5.2
4 425.2

830 .0

+ 98.6

1984

+3079
-12 981
-9902
-16 58r
-26 483
- 250
+L2 436
-L4 297
+11 753

-2562
+2562

1984

7 94L.7
6 967.2

974.5

I 008.8
7 008.5
I 000.3

- 67.2

1...
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C. Special programme of economic assistance

67. The special programme described in the report of the Secretary-General (see
A/38/216' paras. 93-114) was included in the interim economic and social
development plan 1983-1986 and in the investment progranme for 1983-1990, which was
submitted to the rnternational Solidarity Conference for the development of the
Comoros organized with the assistance of the united Nations Development programme
(UNDP),. Meeting at Moroni in JuIy 1984, the Conference brought together
representatives of 17 countries, 14 specialized agencies of the United Nations and
14 bilateral or multilateral assistance organizations. rn the light of the
consultations and negotiations which have taken place since the thirty-eighth
session of the General Assembly and during the rnternational solidarity conference,the status of the funding and implementation of the 19 projects in the special
programme is as follows.

t. Food setf-sufficiencv

68. The l{orld Bank, the fnt,ernatlonal Fund for Agrlcultural Development (IFAD),
the African Development Bank and the French Central Bank for Economic co-operationprovide funding for the following: project l, "Soil conservation and restorationr,project 5, rDevelopment of livestock production in agricultural areas,', andproject 6, 'rRegional development on the east co:tst of Grande Comore (Ngazidja),,.

69. rn addition, rFAD is funding the veterinary component of project 3, ,rAgronomic
and veterinary laboratory"t the Food and Agriculture Organization of the UnitedNations (FAO) has undertaken a preliminary study on project 2, trsupport for the
commercialization of agricultural productionn, and France has shown an interest inproject 41 rDevelopment of gugar-cane production". The Government is thus seeking
resources to fund the agronomic component of project 3 and the implementation ofprojects 2 and 4.

2. Improvement of inter-island communications

70- The European tlevelopment Fund (EDF) has funded the technlcal and financialstudies for project ?r rPorts of Moroni and Moheli'r, and will devote a rarge partof its next programme to implementing the work. Ttre Government has also been
assured of supplementary financial assistance from saudi Arabia.

71. Funding bas not yet been found for project gr oExpansion of airportfacilities". For the island of Anjouan the Government has reguested a study on theconstruction of an airport adapted to current air traffic conditions. The Central
Bank for Economic Co-operation will provide the necessary funding for the provisionof the materials and equipment needed for project 91 ,rConstruction of telephone
exchanges,r oll which work has already begun.

72. The Government has not yet found any donors for project 10, "Earth stationn.
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3. Energy and water

73. The Central Bank for Economic Co-operation and other donors will provide part
of the funding for project 11, rrElectrification of Grande Comore (tlgazidja)n. The

African Development Bank and Kuwait have shown interest in project L2, 'lilater
supply on Grande Comore (l$tazidja) ".

74. With regard to project 13, nlilater supply for anjouan and l,toheli'r, the Central
Bank for Economic Co-operation has shown interest ln the work concerning Anjouan
but there has not yet been any reaction for the part relating to Moheli.

4. Health

75. project 14, "Supply of medicin€strr has not yet been funded. Nevertheless,
during the past year the Comoros has received gifts of medicines from several
countr ies.

76. For project 15, r'Malaria eradication", UNDP has taken the necessary steps to
launch in 1985-1985 a malaria-control project which will be co-financed by the
United Nations Capital Development Fund, the llorld Health Organization (WHO) and
possibty by other sources, particularly France.

77. France has shown an interest in part of project 15, "Improvement of
hospitals,'. Negotiations are under way with other donors to obtain funding for two
health centres at Tsemb6hou and CichiIi.

5. Training

7g. The Islamic Development Bank and India have each indicated their intention to
contribute to project 18, "Vocational training". UNDP might include a vocational
training project in the neer country programme, with the InternaEional L€bour
Organisation (ItO) as the executing agency. The Government is seeking resources to
fund project 17, nConstruction of a multidisciplinary technical school in Anjouantr
and project 19, "National school of management".

D. Follow-up of the round table

79. A follow-up conference to the round table is planned with the participation of
UNDP, the Vgorld Bank, the French Government and other major donors, to review the
progress made in funding the projects selected from the portfolio of projects
submitted to the donorsr conference in July 1984. In order to ensure that this
conference is successful and that firm commitments are obtained from certain
countries, particutarly the Arab countries of the Gulf, UNDP supported Comoros
contact/sensitization missions will, visit those countries in August/September 1985.
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VI. IIIBOUTI

80. The special programme of economic assistance for Djibouti was initiatedin 1978 to help the country cope with its serious economic and sociar problems
which were compounded by severe drought. rn subseguent years, the
secretary-General has submitted reports to the Economic and social council and tothe General Assemblv (A/33/L06, A/34/362, A/35/4L5, A/35/28t, A/37/136, A/38/2L6,sect' vrrr and A/39/392' sect. v) reviewing economic developments in the countryand progress made in implementing the progiamme. rn its relolution 39/200 ot 17December 1984, the Assembly renewed its afpeal to the international eommunity toprovide assistance to ojibouti in order to enable it to cope with its difficult
economic situation and to implement its development strategies. rn the sameresolution, the Secretary-General was requested to report to the Assembly at itsfortieth session on the progress made in the economic situation and in organizingand implementing the special programme of economic assistance for Djibouti.

A. Economic review

81. Previous reports have detailed the basic constraints to economic developmentin Djibouti: a harsh arid environmeht which provides littre scope for agriculturalproduction and a conseguent dependence on eood importsl a poor naturar resource
endowment and thus no basis for significant industrial activityt an unusually highdegree of economic reliance on the tertiary sector associated with the high legreeof population concentration in the service oriented port city of Djibouti, limitedskilled and managerial human resourcesl continued dependence on external assistancefor budgetary and capital expendituresl and a relatively high population growthrate' especially when measured against resources. To the above must be added acontinuing probrem of refugees which further strains both the resource andadministrative capacity of the Government. Djibouti has been classified by theUnited Nations as a least developed country.

82' By the end of 1984, the serious slowing down of the Djibouti economy which hascharacterized recent performance appears to have come to a standstill. There hasbeen no further depletion of foreign reserves and the budget deficit has narrowed.
Perhaps most important, recently there has been rain in nearly all parts of thecountry. There is now tangible evidence that the first g.ner"tion of developmentproqramme following the 1983 Donors Conference are getting off the ground. Howeverwelcome these improvements may be, they do not resolve the fundamental constraintsto development outlined above, or significantly reduce the vulnerability ofDjiboutirs extremely fragile economy, which remains highly dependent on externalfactors. There is an increased dependency on food aid. Finally, there hasrecently been a new influx of refugees, primarily drought victims from Ethiopia andsomalia' esti.mated at almost l5ro00 (or nearry 5 per cent of the ojiboutipopulation) .
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1. Gross domestic Product

83. The lack of consistent and reliable serial data makes it difficult to
establish overall trends in economic performance in Djiboutit accordingly, all of
the figures cited below should be regarded as essentially indicative. The
Government has estimated that gross domestic ptoduct at factor costs was
58.5 million Djibouti francs* (DF) in 1983 and 59.0 million DF in 1984, indicating
a gross domestic product (GDP) grovrth rate of 0.6 per cent. 'l{hile this results in
an aggregate per capita cDp on the order of $450, this must be seen in tbe light of
the fact that the expatriate community accounts for a sizeable share of GDP. In
addition, given an estimated population growth rate of 3.0 per cent, real
per capita income declined during the period under review. The economy continues
to be dominated by the tertiary sector (75 per cent) fol-lowed by the secondary
(15 per cent) and primary (10 per cent) sectors.

2. Government budget

84. The C;overnment budget remains in deficit with recurrent expenditures exceeding
revenue. This deficit, as well as capital budget expenditures, is financed by
continuing draw downs from the national reserve fund and external budgetary
support. Preliminary estimates indicate that capital expenditures rrere reduced by
half between 1983 and 1984t a modest recovery is projected for 1985.

Table 15

Djibouti: Government budget, 1982-1985

(llillions of Djibouti francs)

L982 1983 1984 L98s A/

Regular revenue

Recurrent expenditures

Balance

Capital expenditure

19.1 19.0 19.5 20.5

19.9 19.9 20.0 26.0

-0.8 -0.9 -0.s -0.5

5.6 5.5 2.7 3.0

l/ Projected.

* A fixed exchange rate of $US 1.00 = L77.7 ojibouti francs is maintained.
The DF is fully convertible and is backed by dollar deposits.

1..,
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3. Balance of payments

85- Given the structure of the ojibouti economy, alrost all major entries in the
balance of payments reflect activities relating to non-residents. Most of the
recorded trexportsn are actually products in transit through Djibouti with little or
no processing and thus minimal contribution to the economy: live animals, hides
and skins from nthlopia and "re-exporttr of products primarily to the Frenchmilitary base. Similarty, it is estimated that less than 50 per cent of the
recordgd imports is for the consumption of Djiboutians and expatriates outside of
the military base. Djibouti does benefit from the services associated with this
trade - port, communication and air-transport services - as well as servicesprovided to non-residents.

Table 15

Djibouti: balance of payments: 1982-1985

(Millions of Djibouti francs)

Exports
Imports

1982

20.8
33.8

-13.0

1983

16.5
31.3

-L4.7
5.3
4.7
4.1

I984

ls.6
34.s

-18.9
5.5
5.7
I

Trade balance
Net services 3.3
Unreguited transfers g.O
Capital cpvements (private and -3.9public and including errors and

omission)

86. The decline in export earnings indicated above reflects in part budgetary
constraints exercised by France with regard to its activities in ojibouti. nerhaps
more significant, however, is impact of the de facto appreciation of the Djibouti
franc vis-A-vis the French franc as a result?ttre strength of the united statesdollar to which it is tied.

87. traditionallyr external financing, both loans and grants, covered the balanceof payments deficit. Starting in 1982, these did not prove to be sufficient andthe Government was forced to draw down its foreign exchange holdings. Severalfactors contributed to the situation - an increase in proiits payable on foreign
investments and in unreguited transfers abroad, increased capital imports, etc. Atthe same time, there was a significant decline in grant funds made available by the
donor community. The situation appears to have improved recently, and it isbelieved that there has been no further depletion of foreign reserves in 19g5.
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B. DeveloPment, activlties

1. Special programme of economic assistance

gg. The last review of progress made in implementing the special programme of
economic assistance for Djibouti is contained in the report of the
secretary-General (A/37/L361. At that time, it was indicated that only 4 of the

51 projects in the initial programme had not received any support' These as well
as the projects belng implemented were incorporated in the investment programme

presented to the 1983 donors conference.

2. 1983 donors conferenge

89. At the donors conference, held at Djibouti in libvember 1983r the Government

presented a comprehensive development programme designed to revitalize and

rpdernize the tertiary sector and to create a sound foundation for the developmenc

of a diversified economy by promoting new sectors, such as light industryr
agriculture, Iivestock farming and fisheries. Specific objectives include:

(a) Developing the city of Djibouti as a major maritime portt

(b) Combating poverty in urban and rural areas'

(c) Establishing a modest industrial baset

(d) Reducing food and energy dependency'

90. The related five-year (f984-1988) investment programme contained 117 projects
valued at $570 million. Information on the fundlng of this programme as of
mid-1984 is contained in the report of the. Secretary-General (A/39/3921 . No

additional details on the implementation of the programme is avallable at' this
timet howeverr lt is roughly esLlmated that funding has been received for about

75 per cent of the projects presented. Most of the assislance provided has been in
the nature of capital assistance. Given the acute shortage of trained manpower,

increaEed attention gtrould be paid to technical assistance and tralnlng programmes'

91. Reference should be made to the efforts of Djibouti operating in a regional
context to deal with the problem of drought. rn February 1984, Djibouti in
co-operation with Ethiopia, Kenya, Somalia, the Sudan and Uganda established the

Intergovernmental Authority on Drought and DevelopmenE (IGADD) to combat the

effects of drought and other related natural disasters. A meeting is scheduled for
october Ig85 at which it is hoped to flnalize the Programme and Pl'an of Action for
the Authority.
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Table 17

-

ia:
origin in industrial

EI 1981

(Uillions of dalasis)
"/

Percentage
share of GDp

L974/75- L98L/82-
LesL/82 L982/83 L983/84 re76/77 L983/84

Agriculture
(excl. ground-nuts)

Llvestock
Production of ground-nuts
!'tarketing of ground-nuts
Forestry and logging
Fishing

Total agriculture
(excl. ground-nut market)

Medium- and large-scale
manufacturing

Small-scale manu facturing
Electricity and water

Construction, mining and
guarrying

Trade

Hotels and restaurants
Transport and communlcations
Banking and insurance
Real estate and business

services
Other gervices

Government services
fmputed bank service

charges

37 .9
24.0
38.5
25.4
2.2
L.2

103.8

7.0
8.1
2.7

22.2

38 .1

6.8

29.6
10.4

15 .6
8.6

53.0

-7.7

40.4
24.7
54.8
38.9
2.2
1.1

L23.2

8.7
8.4
2.9

17.5

39 .l
I0.5
31.5
11.1

ls.8
8.8

60.4

-8.4

26.2
25.4
39.s
27.2
2.3
L.2

94.6

5.9
8.5
3.2

18.4

36.6

13.2

31.0
10.7

16.2
9.4

63.0

-7.8

9.8
7.2

17.8
1.3.5
0.6
0.8

36.2

1.8
2.4
0.6

5.7
L2.2

2.6

6.2
3.2

4.8
2.2

10.7

-2.L

L0.2
?.2

13.0
8.9
0.7
0.3

31.4

2.2
2.4
0.9

5.7

lt.t
3.0

9.0
3.1

4.7
2.6

L7.2

-2.3

GDP at factor
fndirect taxes
GDP at market

GDP per capita

cost
- subsidies

pr ices
(dalasl )

323.6
37.L

360.7

s39

358 .5
40.6

409. I
s93

331. I
36.0

367. t
sl6

100.0 100.0

!/ Exchange
April 1982: 2.L9t

rate per United States dollar asApril 1983: 2.62t April 1984:
at lGrch 1981: 1.80 i

3.40r ApriI 1985: 4.35.
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3. Agriculture

l0O. In terms of overall sectoral performance, the 1983/84 fiscal year proved t'o be

the poorest agricultural season sihce LgTg/7g, although the impact of the drought
varied great,Iy from crop to crop and between areas in the country. Gross domestic
food grain production dropped from 104rOOO metric tons of grain in 1982/83 to
561400 metric tons in Lg8l /94. Although 1984 cereal production nas 23 per cent
above the drought-stricken 1983 harvest, and for the country as a whole 1984

production lras about average, there were serious shortfalls in lpwer River' tiforth
Bank and parts of MacCarthy Is. divisions owing to the prolonged dry spell in
July-August 1984. production of ground-nuts, the mainstay of the Gambian economy,

was also reduced by the dry spell and by severe pest attacks. !'tarketed production
for ground-nuts in 1984/85 is estimated at only 45,000 tons, less than half of the
previous year.

l0l. Cotton production dropped severely from 2,400 metric tons of seed cotton in
Lg82/83 to 11170 metric tons in 1983/84, a decline of 51 per cent' Hovtever' the
Government is still determined to intensify efforts for the rapid expansion of
cotton production. The Government also continued to place emphasis on the need t'o
improve Ehe nutritional standards of the people by providing cheap and good quality
fish for local consumption from artisanal fisheries'

4. Government finances

102. Recurrent revenues have increased significantly in the last tno years owing in
part Co improved tax yields and new tax measures. Deficits on current accountr
however, persisted. Ggvernment measures to restrain expenditures were more than

offset by a 55 per cent increase in debt service charges, from D 25.4 million in
Lgg3/g4 to D 43.5 million in 1984/85. De-bt service now amounts to over 25 per cent
of domestic exports and is projected to ihcrease. For the last three years debt
servicing has been the largest single line in the @vernment budgetl in the L984/85

estimates it was, for example, over three times as large as the allocation for the
Ministry of Vlorks and Communications.

103. The financing reguired to cover the deficit on current account and development

expenditures amounted to 15 per cent of GDP in L983/84. In recent years

approximately two thirds of this financing has come from foreign grants and loans,
with the remainder from the domestic banking system and parastatals'
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Recurrent re\renue
Recurrent expenditure

Balance on current
account

Development expenditure

Total expenditure

Financing gap

Table 19

(Millions of Dalasis)

Actuals
L982/83

10s.6
L29.6

-24.0

4 3.8

L73.4

-67.8

Revised estimates
1983/r98s

150.5
155.0

-14.5

75.2

240.2

-89.7

Estimates
1984/r98s

L72.6
rpo. e.

-8.3

154.9

33s.8

-L63.2

5. Balance of pavments

104. Low export earnings, largely owing to the dectine in the production ofground-nuts and ground-nut products and low prices in international markets, anincrease in the volume and prices of imports, especially of petroleum products,food and nanufactured goods, and the large increase in debt service charges hasresulted in a rapid increase in exEernal payments obligations. The deficit oncurrent account has been over 20 per cent of GDp and the overall deficitapproximately 15 per cent of GDP in recent years. Tota1 debt is approachingL50 per cent of GDP| arrears have accumulated rapidly and are non in the vicinityof 50 per cent of GDP. As at end-March 1984, official external reserves wereD 16'55 miltion, compared with D 9.38 million at end-March 19g3. Arthough thereserves have shown some improvement, they were stitl only eguivalent to less thanthree weeks oE L9g2/g3 imports.

105' The devaluation of February 1984 should benefit farmers by enhancing producerprices in local currency terms, providing incentives for " 
gr""te, volume ofexports and, weather, international demand and prices permittingr of increasingexport earnings- rn addition, the central Bank has been making increased effortsto mobilize foreign exchange accruals and curtail leakages, by ensuring thatearnings are channelled through the banking system. Regulations have also beenintroduced to enhance the operational efficiency oe the central Bank in theperformance of this task. rn addition, ".ur."n.y declaration form has beenreintroduced at the airport to rnonitor the inflows of foreign currency fromtourists and other visitors to the country. The operation of external accounts byhoteliers is being controlled to ensure that resources accruing to the Gambia fromthis sector are properly accounted for and dury surrendered.
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6. Food situation

106. In a normal year, the Gambia needs to import at least 301000 tons of rice to
supplement domestic cereal production. For the L984/gS marketing year
(October/September), the deficit to be met by rice imports is estimated at about
391000 tons. Commercial rice imports were planned at a level of 241000 tons but,
owing to the severe balance of payments problem created by the sharp drop in
earnings from ground-nuts exports, only 12r000 tons had been irnported commercially
in L984/85 as of 3l uay 1985. Food aid received as at 31 May 1985 totals
9,300 tons, 6st1y reflecting arnunts pledged for L983/84 but which arrived in the
Lg84/85 marketing year. Food aid expected between June and September 1985 totals
Irl90 tons of cereals, entirely for development projects. The uncovered rice
deficit for June-September, namely, the last four months of the L984/85 marketing
season, is about 161000 tons.

7. rhe public tnvestment Proqramme (PIP) 1984/85-1987/88

1,02. A public Investment Programme (PIP) 1984/85-1987/88, was prepared for the
tilcvember 1984 Conference of tbnors, superseding the last two ltears of the second
five year plan and extending two years beyond that Pl.an. The period was selected
to give donors a medium-term perspective on public investment in the Gambia and its
needs for assistance. The PIP is intended as a bridge between the second and third
five year plans.

108. Investment under the Programme is concentrated in the agriculture and natural
resources, transport and communications, and public utilities sectors. External
assistance of D lrO40 million or 89 per cent of total cost was envisaged of which
D 4ll million would be in the form of grants with the remainder loans. Pledges or
expressions of interest and intent nere made at the Conference of Donors by the
African Development Bank, China, Egypt, the European Economic Community (EEC)r

France, Germany, Federal Republic of, Italy, Indonesia, Japan, the Netherlands and
the Republic of Korea.

109. Four sectoral fol.low-up meetings (health, fisheries, agriculture and water
resources) were agreed to in the tlovember 1984 meeting. The meetinq on the health
sector was held in December 1984, the meeting on fisheries in June 1985, and the
other tvro are scheduled for late 1985 as is a further meeting of the primary health
care resources group. As of mid-1985, a funding gap exists of D 174.95 million or
22.5 per cent of total reguirements.

110. Funds for the financing of the Second Agricultural Development Project
(ADp II) aimed at increasing output of ground-nuts and upland cereals and included
in the PIp had been secured, prior to the meeting of donors, following the signing
of two loan agreements with the fnternational Fund for Agricultural Development
(IFAD) and the International Development Association of the World Bank on 18 April
and 13 June 1984, respectively. The agreement for the ftalian grant of
$US 9 million (approximately D 32 million) for co-financing of the Project was

signed on 19 April 1984 in Rome. The Project, estimated to cost $US 29 million
(approximatety D 104.4 million) and to be implemented over six to seven years, aims
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at consolidating progress made under previous plans, as well as assisting theGoverrtment with major sectoral reforms in agriculture. The project will furtherimprove production of rainfed food ana expoit crops, and the principal benefitsexpected from the project wilt be derived from the incrementai proauction ofground-nutsr cotton and food crops.



^/ 
40 / 44L

English
Page 4l

,;
o
(,
c
o
UT(,

o
o

o{
c
o
o
o

o
a
o

u

o
a
o
X
o
o

o
P
o(,
o
o.tu.{o

.d .d
o>E9r! r0oo
HOo ..'|

+ro
OAa
c4!o
ot H
ttu.qF

u
on.c

ol F
olrl
5t \(,rt |!l

o
N
N

o
r{

No
orr

rf9-l
o4

'ofoo
oo
o|'|ov

rf{o
${N-l
:{v

o

N

.l

N
I

{
N

6o
ro
r{

o
I
aod

r

-1
N

o

.1 &ro.{O
A

Jv

r!
II
F

-lr|6OOO€{
-{O(lOOd4n
4NmNO<{

6(t66OOOq
FdrN60o{

d{OrrNON
oord

6OO6ONNql
rooonNoo
nrNOrN-{A@d..iONNO
NF{N

0oo6ooN{|aFo-.1 6{N€
GOOQ-lO{O.{oOdd
N

oooooooo
oNoo{060
N<@(oggto
€NO€-{No
-{N

rF{6o{o9oNm€q40
\t690loso
{-{ol-1

F€6O{@ogn€€rJr
ooaolaao
rdr4

m46tloo€umiOOoOOo
'n€oo6F@9NNr6.{$Os
<,dm

6Eo@('Eg .9 , o,da +, t'e t'sE i li E " E.Ea|4 . E i3 . o PE
ii ! u &E 6E i q gEqst E 7 2e iE g ; glEl
$E E i gE Ai f; s sEs

Ft-{ooooo9l
io6osooo
otN-{€€Oro@g{

NOOOOOOq
oo6660l<
aFIOONTO-l
€<rd

oooooaoo
oNo66ONO
O4OlDNO6-{
-o\g-{

66ooooo{r€NOArnoro
€|nNoNOO<?oN\o-

ooooNr9
oo66Nro
oo4told99n-{-19

e HAoOH
dA

o\c r€l

OQcog"
ooo(o

O. \\H(rA.€ooo44

oq€o\rrrrgo
do1

lol9
dl,!rll rqt(,
slol,l
fils

t|!
l9

+,
o
o

6

oc
o

F.

lolol:
lblotd
I
Isl(ilFq,l€

r.l>
xoolo
olsl
31.dlo
El;oloo/ot(l-{

Ilolo
t>lolo
ld

6ruo
t\o<uo
Ogr
O-{

-{ +,

s8gu

P
o
o
U)

ol
{.1rlol,l
HItlol
Elilal4l

I
^IAIrl
AI| ^
sl dEI E

1l s1 islilr919loat::tcrI Hl .9
ot -iol ):t z
HI

Iol.dl

dl
el'I

I

l!l

ol
6lol
ol
€l



A/ 40 /44L
English
Page 42

VIII. GHANA

A. Background

111' In response to a request received from the Government of Ghana, thesecretary-General dispatched a multi-agency mission to the country in l,!3y l9g3 toassess possibilities and modalities of a short-term and medium-term programme ofassistance geared towards employment generation for about one million returnees. A
summary of the report of the mission was made available to the Economic and Socialcouncil during its second regular session of 1983. rn its resolution Lgg3/44 of
28 July 1983, the Economic and sociar council requested the secretary-Generar tosubmit the report of the multi-agency mission to the General Assembly at itsthirty-eighth session and to disseminate it as widely as possible. The report ofthe mission, contained in the report of the Secretary-General (A/3g/2I5, annex),described the economic conditions in Ghana, which were exacerbated by the suddeninflux of returnees, and recommended a programme of international assistance invarious sectors of the economy. The programme, comprising short-term and
medium-term components, aimed at providing assistance to Ghana to enable thecountry to pursue its economic recovery programme and to assist and reintegratereturnees. The following is a brief survey of developments during the subsequentper iod .

I12. During the period under review, significant efforts were made by the
Government to rehabilitate the economy particularly in the areas of mining, lumber,agriculture and transportation. Foreign assistance r.ras sought to support theseefforts. The l{orld Bank group has taken a leading role in mobilizing resources forGhanal the Consultative Group meetings were revived after a l3-year break in
Itlcvember 1983. Another such meeting was held in December 1984. Under the aegis ofthe world Bank Consultative Group, Ghana received considerable assistance frommultilateral and bilateral sources. Among other assistance, tr.ro rnternational
Development Assistance (rDA) credits, comprising a Reconstruction rmport Credit(RrC) of $40 million in June 1983 and an Export Rehabilitation project loan of
$95 million in January 1984 htere provided. rn the press release issued by theworld Bank at the conclusion of the consultative Group meeting in paris on
12 December 1984, it was stated that donors expressed strong support for the
Government of Ghanars Economic Recovery programme, launched in April 19g3, and that
members of the Consultative Group uniformly applauded the further policy measurestaken by the Government of Ghana since the last meeting of the Group in 19g3. Theynoted that the reform programme was significantly ahead of schedule. Severaldonors also noted that this placed a special obligation on the international
community to respond egually vigorously.

tl3. rn August 1983, the rnternational Monetary Fund (IMF) approved a one-yearstand-by agreement of about $252 mirlion and provided an additionar gr26.75 millionunder its Compensating Financing Facility (CFF). A second stand_by arrangement forspecial drawing rights (SDR) of lg0 million ($177 million) h,as approved for Ghanain August 1984 and an additional amount of sDR 5g.2 million ($57.2 million) underits cFF' The Fundrs programme focused on the restructuring of prices, on improvingthe financial position of the public sector and on increasing tire volume of importsto promote activity. Three key elements in the programme weres (a) flexibledomestic price policyt (b) adjustments in producer prices for cocoa and otherexport crops to provide incentives to farmerst (c) lifting price controls ondomestically produced foods.
/...
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B. The economy: I983-1984

1. Overview

114. The economy underwent strains in 1983. It was affected by a severe harmattan
season and drought which caused bush fires and destroyed large areas of cash and
food crops, as well as an influx of over a million Ghanaians returning from Nigeria
and a fuel shortage and conseguent reduction in por.rer supply. These difficulties
were compounded by a shortage of skills in the civil service and key economic
sectors as large numbers of skilled people had left the country. The overall
performance of the economy hras therefore unsatisfactory and almost all the major
sectors showed a decline in production.

I15. The rate of inflation, as calculated from the national consumer index, rose
from 32.5 per cent in January 1983 to 174.1 per cent (the highest level in the
countryrs economic history) in June 1983, when the effects of the surcharges and
the period of short food supply had their impact on the economy. Inflation
gradually declined in the third quarter of the year as limited guantities of
foodstuffs became available. tibne the less, on the average, the rate of inflation
in 1983 was far higher than the previous year. There were price increases in
almost all the items which constitute the basket for measuring the consumer index.
During the same period, rdages increased but at a lower rate than inflation, thus
effectively decreasing real income of wage earners.

116. The cumulative effect of external assistance, coupled with the bold reform
measures the Government initiated during the year in the Recovery Programme
described beLow, arrested the downward trend of the economy in 1983r and there were
clear signs of recovery by the end of the year. Sectors other than agriculture
grew by 3.5 per cent reflecting a modest improvement in capacity utilization.

117. Normal weather in 1984 ended three consecutive years of drought. Food
production increased, with maize recording a bumper harvest. Food prices declined
and conseguently inflation also decelerated. By August 1984 the rate of inflation
was down to 23 per cent. Hydroelectric power was first restored to general
industry and later to aluminum smelting, resulting in increased capacity
utilization and industrial production. Ghana in 1984 experienced the first
economic recovery since 1978.

2. National accounts

I18. After three successive years of negative growth, real GDP in 1984 grew by
7.6 per cent compared to 1983, led by a I0.2 per cent growth in the agriculture,
forestry and fishing sector. Other sectors also had significant growth:
7 per cent in industryr 6nd 4 per cent in the services sectors. Both agriculture
and services recovered to slightly greater than 1981 Ievels, but industry was still
more than 20 per cent below the 1981 level.
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Table 20

Ghana: real qross domestiq product: 198l-1985

(Flillions of cedis at l9?5 prices) a/

l98I 1982 1gg3 * l9g4 *

1. Agriculture, forestry
and fishing

1.1 Agriculture and livestock
L.2 Cocoa production

and marketing
1.3 Forestry and logging
1.4 Fishing

Industry

2.L Mining
2.2 Manufacturing
2.3 Electricity and water
2.4 Construction

Services

3.1 Transport and communication
3.2 l{holesale and retail trade

3.3 Restaurant and hotels
3.4 Finance, insurance, real

estate and business
services

3.5 Government services
3.5 Other services

sub-total

Less computed bank
service charges
plus imports duties

2

I

2

2

881.2

000.7

s21.1
266.4
93.0

?51.8

6s.6
464.1
48.1

174 .0

823.7

177.0
530.4

15.0

388 .5
650.0

62.8

787.5

9r5.1

494.9
287.2
89. 3

623.8

628.0

772.0

455.0
310.0
9I.0

546.0

54.0
350.0
27.0

115.0

847 .7

192.0

sl3.0

897.0

038.0

446.0
320.0
93.0

586.0

56.0
385.0
2s.0

120.0

915. 7

198.0

s44 .0

2

2

2

I

2.

3.

50 .1
369.0

44.2
150. 5

L 756.7

179.0
47L.41

)

17.4 )

400.3
623.0
55.6

4L4.7
560.0
58.0

426.7
675.0
72.0

4. 5 456.7

L47.9
53.2

5 168.0

156.1
34. 3

5 021.1

176. s
43.0

5 398.7

188.0
50.0
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Table 20 (continued)

1981 1982 r98 3* 1984*

5. Equa 1s:

Gross domestic Product

Memorandum itemss

GDP at current Prices
(millions of cedis)

GDP (at constant 1975
prices, change in Per cent)

GDP deflator (change in
per cent)

GDP (at current Prices,
change in per cent)

5 362.0 5 036.2 4 888.2 5 250.7

74 326.6

-4 .5

81.7

73 .4

89 716.8

-5. r

28. 5

20.7

190 2'70.9 272 986.2

-2.9 7.5

118.5 33.3

112.1 43.5

Sources fnformation provided by the Central Bureau of Statistics' Accra'

* Provisional"

z/ During ].974-L977 r $US = cedis l.l5 (annual average).

lI9. Trade volume increased in 1984. Exports had declined in current dollar terms

for three successive years before recovering in 1984 to a level which was' however'

still only little more than 50 per cent of that of 1980' Imports' which had also

declined signficantty in 1982 and 1983, recovered in 1984, but were still well

below the lever needed to acquire raw materials, spare parts and eguipment needed

for the recovery programme. On the capital account, while inflows of official
grants and loans had'increased over thl period 1980-1984' debt servicing payments

as a percentage of exports increased from 3.4 per cent in 1980 to 26'9 per cent

in I984. The debt-servicinq payments on official medium-term loans increased

almost threefold in 1984. The fol-lowing table, which includes balance of payments

projections for 1985 and 1985, was part of the report prepared by the Government of

Ghana for the second meeting of the Consultative Group for Ghana (Paris'
December 1984).
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Table 2I

Gnanas oalance of paynents, 1980-1986

($US nillron)

ActuaI
Provr-
sional

1983

Esti-
nate Prolected

198s 1986r980 198r L982

Exports (f.o.b.)
Cocoa
Non-cocoa

Imports (f .o.b. )
oil
tlon-oi1

Trade balance

Services (net)
Of whrchl i.nterest payments

Unreguited transfers (net,)
Officral (grants)
Private

Current account, batance

Capital ascount balance
Official long-term loans (net)

Gross inflows
Anortization paytnenta

Offrcial mediun-term
Ioans (net)
Gross rnflows
Anortization payments

Private capital (net)
Direct investment
Suppliersr credits
Others

Others

Errors and omisslons

Oryerall balance

Financing
I!'lF (net)
Payment arrears recluctron
Others

I 103.6 7L0.?
(792.7) (434.8)
(3r0.9) (275.91

-908.3 -954.3

r95.3 -243.6

580 663
(37 2't (400 )
(L92) (263,

-670 -958(-reo) (-2s3)
(-480) (-7rs)

-90 -305-91. 5

-279.5
(-82.0)

L10.0
(u3.e)
(-3. e)

-26L.0

r73.0
37.L

(84 .4 )
(-47.3)

30.33
(67.8 )

(-37.5)
44.7

(14. s)
(rr. 8 )
(r8.4 )
50.9

-155.0

-243.0

243.0
258.7
-33.7
18.0

607.0
(406. s )
(200. s)

-s88.7

439.5
(27 5.7',t
(163.9 )

-531. r

828
(528)
(300)

-l 060
(-2731
(-787',

-232

-247 . L
(-80. 0 )

79.7
(82.9)
(-3.2 )

-1I.6
30.7

-79. i
36.8

-251. r
(-80.9)

82.9
(87.2'.,
(-4 .3 )

18.3

209.4
(-8r.7)

82.4
(83.6 )
(-L.z',t

L37 .7
15.8

(ss.2 )
(-3e.4 )

9'l.o
(r03.2)

l-6.2',)
11.3

(16.4)
(-s. r)
(-)
13.5

-L.7

27.3

27.3
-5.3
35.2

-57.2

27.9 -42L.8 -108.7

-164 -276 -3rI
(-e5) (-rle) (-144)

r54 L57 L72
(.Lsr) (rs3) (167)

(3) (4) (5)

-200 -424 -37I

r25.3
95.7

(r20.4 )
(-24.7 |

-L2.9
(-)

(-r2.9)
15. 9

(r5.6 )
(0.3 )
(-)
26.6

-141. 6

r07.8
49.2

(77 .81
(-28.6')

41. 9
(49. r)
(-7 .2)

3.3
(16.3)

(-r3.0)
(-)
13.4

63.4

rr.6 -250.6

r04 3s8 45I
r04 294 416

(r54) (347' (483)
(-s0) (-53) (-67)

L2 -6r -I00(u8) (reo) (r20)
(-106) (-25I) (-2201

43 L25 135
(3) (rz1 (20)

(-20) (601 (65)
(60) (s3) (50)
-55

-96 -66 80

96 66 80
2L7 L26 -20
-70 -60 -60
-5r

250.5
-I1.7
r41.5
120.8

Source! Government of Ghana.
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120. The budgetary situation has improved significantly. Over the period L98L/e2
to 1985 the Central Government budget has shown a growth in revenue, greater than
that of recurrent expenditure owing, inEer alia, to strengthened fax administration
and new taxes and fees. Revenues were only 56 per cent of recurrent expenditure in
L98L/82, but reached 100 per cent in 1984, with a positive balance on currenE
account budgeted for 1.985. Development expenditures as a percentage of total
expenditure almost doubled in the same period, from 9.7 per cent in l98L/82 Eo

18.0 per cent for the 1985 budget. The total budget deficit, which was close to
100 per cent of revenue at the start of the periodr had declined to 17.9 per cent
in 1984 and was estimated at 11.7 per cent for the 1985 budget.

Table 22

Ghana: summary of central government finances

(Millions of cedis) a/

Item 198t/e2 \/ Les2 2/ re83 g/ L984 b/ L98s g/

Revenue
Expenditure:

Recurrent
Development

Tota I s

Current account. deficit
Total budget deficit
Net lending

Net payments:

Financing
Internal loans

Of which bank of Ghana
External loans

Other receipts
Total net receiptss

4 855.3

I 602.5
926.9

9 529.s

-3 747.3
-4 67 4.2

L73.7
-4 847.9

4 211.0
L 672.7

389.3
347.6

4 847 .9

253.2 10

029.4 13
816.7 I
846.1 14

776.2 -3
592.9 -4
37 4.0
955.9 -4

718.0 3

433.5
215. I
33.8

966.9 4

241.0

400.9
354.4
755.3

159.9
s14.3
419.5
933.9

953.8
455.0
970. r

933.9

22 64L.0

22 700.0
3 994.0

26 694.0

-59 .0
-4 053.0

791.0
-4 844.0

3 028.0

I 820.0
-4 .0

4 844.0

39 900.0

35 535.0
I 02s.0

44 s60.0

3 36s.0
-4 660.0
3 9s0.0

-8 610.0

3 250.0
2 000.0
s 350.0

I 610.0

-2
-3

-3

Source: Government of Ghana.

y Annual average exchange rates for I US

1983: 30.00 cedisr 1984: 50 cedisr April 1985:

p/ Preliminary actuals.

g/ original budget estimates-

dollar: 1978-I982:
53 cedis.

2.75 cedisr
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3. Review of selected sectors

I21' rn 1983 agricultural. production was disappointing, largely owing to droughtand bushfires' cocoa production, for example, was adversely affected by bush fireswhich destroyed an estimated 300,000 hectares of cocoa farms. cocoa pro<luctionduring Ehe 1982/83 season was estimated at about l7g,0oo tonnes compared to220,000 tonnes in the LggI/82 season. Targets set for the other major food cropssuch as maizer rice, cassava and plantain were not achieved. Food suppry wassluggish during the first half of the year. overall food shortages wereexacerbated by the sudden return of I million Ghanaians expelled from Nigeria. TheGovernment had to import commercially substantial amounts of grains in addition tofood donations received from birateral and multiraterar sources.

L22. Cocoa production in the 1984/85 crop year was estimated at 190,000-
200'000 tons' During 1984 assistance was available to the Government for provisionof inputs and raw materials to the cocoa sector and for the financing of essentialimports for agriculture. A technical assistance grant from the united Nations
DeveJ.opment Programme (UNDP) assisted in the reorganization of the management,finance and accounting system of the cocoa Board in order to increase the Boardrsefficiency in its cocoa evacuation, distribution and marketing functions.subsequently, an rnternational Development Association (rDA) credit was granted forthe rehabilitation of the cocoa sector.

123' The timber sector, although encouraged by the depreciation of the cedi and theretention by exporters of 20 per cent of export earnings was constrained byshortages of equipment, smuggling and port capacity to handle exports. Theseproblems htere receiving attention and the sector was benefiting from rehabilitationcredits.

124' The performance of the industrial sector during l9g3 was arso very roe, as aresult of the lack of ra\., materials, the inability of manufacturers to find enoughcedis to support their import licences and power cuts which affected production.with few exceptions (such as in the tobacco industry) firms which depended heavilyon imported inputs operated berow their instalred capacities.

L25' rn the mining sector there Ltas a slight recovery in 1984, raising the valueadded by 4'l per cent after four years of continuous decline. Forlowing uNDpgrants, private investment was made in diamond mining and negotiations were startedon the rehabilitation of the mines owned by the state Gold Mining eorporation.Private investment in the Ashanti coldfields r.ras also made through thernternational Finance corporation (rFC) and tonrho. Renegotiation of the voltaAluminium companyrs Master Agreement between the Ghana Government and KaiserAluminium has been successf'ully completed.

4. Recovery programme

126' The c'overnmentrs Economic Recovery Programme (r984-1986) focused on rebuildinginfrastructure and mobilization of Ghanars traditional exports! cocoa, timber andgold. other main features of the programme included the reform of prices,
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restoration of production incentives, arresting inflation and reduction of budget
deficits. The Government bolstered the recovery programme by the introduction of a

system of surcharges and bonuses aimed at giving incentives to exporters and

earners of foreign exchange. The cost of imports rose sharply after the
introduction of this system, and imports lrere consequently reduced and revenue from
import duties fell. In 1983 production in general was constrained and oulput
levels were much lower than the targeted levels or those of 1982'

LZ7. In 1984 the reform measures were consolidated, despite the effect of power

cuts and of reduction of electricity exports to Benin and Togo. The main

accomplishments $rere s

(a) Exchange rate policy: the cedi was adjusted on 22 April 1983 from cedis
2.75 = $US I.00 to t\do rates applying to specified receipts and payments, and

resulting in an implicit weighted average rate of cedis 25 = $US 1.00. The

multiple rates were unified at a rate of cedis 30 = $US 1.00 on l0 October 1983'

Since then, Ghana has pursued a flexible exchange rate policy with a view to
keeping the exchange rate constant in real terms. In April 1994 the cedi was again
adjusted to cedis 35 = $US 1.00, and to cedis 50 = $US I.00 by the end of the year'
thus registering a change of over lr?00 per cent in local currency terms' In
April 1985 it was again adjusted to cedis 53 = $US 1.00. These measures

established a foundation for balance of payments viability and conditions of
stability for continued economic growth.

(b) pricing policies: following the adjustment in the exchange rate, the
reforms attempted the establishment of realistic relative prices. Cocoa producer
prices were raised twice from cedis 12,000 for the L982/83 season to cedis 30r000
for the ].gg4/g5 season. For the 1985/86 season the producer price has been

increased to cedis 66r600 per ton. Administered prices of imported goods were

adjusted to permit a full pass through of the higher cedi cost following successive
exchange rate npvements. Subsidies on products were phased out and resulted in
price adjustments in line with prevailing exchange rates. Tariff rates on tnost

utilities were adjusted upwards by 100 per cent or more. Price controls have been

operated with increasing flexibility and pragmatism and, more recently, a

significant degree of Iiberalization has been introduced.

(c) New legal r6gimess a new Investment Code has been promulgated, as well
asaMinerffiroleumCode,thelattertwodesignedtostream1inethe
Governmentrs efforts to exploit these natural resources.

(d) Incomes policys to cushion workers from a severe erosion in their real
incomes fottowing ttte major shifts in relative prices throughout the economy, wages

were adjusted twice, resulting in a doubling of the minimum waqe. In spite of
continuing inflation, there was a modest increase in wages in real terms'

(e) Interest rates: a flexible interest rate policy was adopted. Nominal
rates were adjusted twice. Real rates
committed to achieving positive rates

remained negativer but the Government was

in the short to medium term.
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B. Economic situation

I. Gross domestic product

135' Between 1973 and 1979, the gross domestic product grew at an annuar rate of5.8 per cent' largely as a result of the opening of trdo new bauxite mines in 1g74,the Compagnie des bauxites de Guinea (CBG) and the office des bauxites de Kindia(oBK)' which accounted for 24.5 per cent of GDp in Lg77. since Lg77, the growth of
GDP has been far less impressive, averaging less than I per cent, welr below therate of population growth (see table 23). The stagnation of GDp stems from thedifficulties of the mining sector, which after reaching a peak in 19g0, experienced
some difficulties owing to the world economic crises, the resulting reduced demandand lower prices for aluminium. In 1984, the rural sector accounted for37.9 per cent of GDP, the secondary sector, including mining,25.5 per cent, andthe tertiary sector 36.6 per cent (the administrationrs share being I0 per cent).
135' Apart from mining, Guinears development has been based solely on the publicsector. Despite the investments which have been made, the public sector hasdeclined since 1973, with the exception of the civil service. pubtic enterprises
have been producing at less than 15 per cent of capacity and registering heavyIosses. These difficulties led to a degree of liberatization from I9g0 onwards andpaved the way for the economic reform programme aimed at encouraging private sectordevelopment, which is at the core of the rnterim programme of NationalRehabilitation (r985-1987) which has now been formally adopted by the covernmentand its implementation launched on I JuIy 1995.

137' rn the rural sector, the performance of collective agriculture has not livedup to expectations but small-scale peasant farming has managed to provide somesuppLies for the country, despite adverse environmental conditions. Nevertheless,agricultural output has not ensured food self-sufficiency, hence the importation ofan averaqe of 70,000 tonnes of rice each year (including 30ro00 tonnes of food aid).
138' rn the secondary sector, owing to the lack of foreign exchange to procuresuppries, manufacturing is in serious difficulty. compensating for the decline ofthe public sector, activities in the informal sector have developed in trade andservices.
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Table 23

Guinea3 gross domestic production at constant l98l prices a/

(Billions of sylis) E/

Descr iPtion L979 1980 1981 L982 1983 1984

1. RuraI sector

1.1 Agricultural enterPrises
L.2 Peasant output
1.3 Animal husbandrY
I.4 Fisheries
1.5 Water and forestrY

resources

IndusLrial sector

2.I Mining
2.2 Manufacturinq industries
2.3 Power

Public works

Tra nspor t/commun ica tions

commerce/bank i nq/i nsu r a nce

Administration

Tota Is

7 .L5'1 8.2r4 7.626 8. 330 8.3r3 8.754

11.082

0.0r9
6.806
1. r3l
0.176

2.930

11.428

0.024
7 .694
0 .482
0.2r0

3.018

13.004

0.026
7.985
L.327
0. 208

3.458

L2.7 46

0.026
8. 578
0.535
0.229

3.370

12.864

0.025
8.664
0.540
0.231

3.403

L2.99L

0.026
8.750
0.545
0.233

3 .437

2.

5.926
0 .915
0.294

7.311
I .005
0.317

6.314 5.986
0.976 1.018
0.336 0.324

6.972 7.390
1.015 1.035
0.323 0.329

3.

4.

5.

6.

L.762 2.248 r.872 2.292 2.314 2. 383

0.611 0.427 0.651 0 .425 0.433 0 .454

5.486 5.708 5.842 5.778 5.893 6.187

3.340 3.290 3. 566 3.325 3.392 3.527

29.438 3r.3ls 32.561 33.108 33.209 34.296

Source: Guinea authorities.

!/ Totals may not add due to rounding'

b/ The monetary unit in Guinea is the syli'
the syli was GS.L = $US 0.044

As at I JuIY 1985, the value of
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2. Public finances

139. As mentioned earlier, economic activity is concentrated in the public sector,especially in the areas of trade, industry, transport and bankingl the state isalso the majority shareholder in semi-public corporations (mining industries).
140' There is no single budget in Guinear and it is very difficult to have reliabredata on Government revenues and expenditures. Table 24 below should therefore beconsidered as purely indicative.

Tabte 24'

Guinea: State budqet 19Z9-1984

(MilIions of sylis)

1979 r980 198r 198 2 I98 3 1984

fncome

Operational budget
Planning budget

8
3

I
3

6
3

436.90
828.34

067.98
544.89

196.96
098.84

723.54
758.7?

810.2s l2 175.00
962.38 s 4LI.27

9
6

6

3

Total income LO 265.24 lt 612.8? L2 772.63 I7 586.27 9 295.80 15 482.31

Expendi ture

Operations
Investment
Debts
Subsidies/State

enterpr ises

4 701.15
495.24

L 022.40

7 4t5.14

6 400.28
645.73

I 179.81

I 215.14

9 816. 38
959 .47

L 999.2L

5 s40.00

5 762.63
952.I4

2 369.47

3 275.L9

6 I60.92
I 074.08
I 132.85

not
ava i Iable

6

2

036.7r
948.49
472.28

Total expenditure l3 634.94 9 441 .96 9 4s7.48 18 31s.05 12 809.43

Surplus (+) -3 369.70 +2 t70.91 +3 315. ls -728.79 -3 513.53

Source: Ministry of Finance.

l4l' Both revenues and expenditures fluctuate widely from one year to another withrevenues varying, partly because of difficulties in tax collecting, while 65 to70 per cent of total expenditure are for diverse operational expenditures. A veryhigh proportion of expenditure is earmarked for payment of public debt. with theamounts owed exceeding those actually paid, arrears are mounting up. subsidies topublic enterprises absorb some 30 per cent of the State budget. overcoming theproblems of those enterprises therefore appears to be a major priority. Generalry,except in 1980-1981r the State budget shows a large deficit which has been financedprimarily through money creation and the constitution of arrears.
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3. Balance of Pavments

142. The balance-of-payments situation is governed by three key factors - the
decline of the rural secCorl the strength of the dollar1 and mining output, which
generates export earnings and thus provides foreign exchange to cover imports.

143. Bauxite and aluminium account for 99 per cent of export earnings- Guinea has

recently begun exporting diamonds (50rO00 carats during the first four months

of 1985). Agricultural exports (pineapple and coffee) are now of marginal
impor ta nce .

144. Total imports (mainly, foreign-financed investments of the Planninq Ministry,
food aid and the general import programme) amounted to $380 milLion in 1983'
57 per cent of which were channell.ed through public enterprises, 36 per cent
through mining companies and 7 per cent through private companies under licence.

145. In spite of its balance-of-trade surplusr Guinears current account shows large
deficits owing to the Iarge negative figure for net transfers (representing
repatriation of the income from the mining companiesr investments and of the
services which they use for their operations). The balance on capital account is
not sufficient to make up the deficit on current accounf.

146. At the end of 1983, the outstanding foreign debt, excluding arrears, amounted

to $1.2 biltion, or about 75 per cent of GDP, distributed as follows: 26 per cent
owed to the countries of the Development Assistance Committee (DAC), 47 per cent to
the socialist countries and 17 per cent to multilateraL institutions. Despite the
relatively favourable terms of the loans, Guinea has been unable to meet its
payments. At the end of 1983, arrears amounted to nearly $200 million, of which

three guarters represented principal, owed mainly to DAC countries since the
arrears owed to the Eastern European countries are cancelled out by 56 per cent of
the output from the Kindia Bauxite Office (production of bauxite intended for the

Union of Soviet Socialist Republics).

C. Consolidation of the national economv

147. The @vernment of the Second Republic has made a fundamental political choice
in order to remedy the effects of an inadeguate development model. It has decided
to abandon the system of economic management based on the centralization of
economic decision-making and the collectivization of the means of production.
private initiative has been called upon to demonstrate its dynamism in contributing
to economic development, with the market replacing the State as the real requlator
of the economy. The State will be responsible for mobilizing domestic and foreign
resourcesr ?nd establishing a favourable institutional and regulatory framework.

t. Interim proqramme of National Rehabilitation (1985-1987)

148. pending the creation of the conditions necessary for the emergence of a

genuine development plan, the @vernment of the Second Republic has adopted the

fnterim Programme of Nationat Rehabilitation (PIRN) for the period 1985-1987.
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149' The immediate probJ.ems facing the country and affecting aIl economicactivities, and which need to be addressed are the following:

(a) The inward-looking nature of the rural sector and the
agricultural exports;

decline in

(b) The exchange rate and price discrepancies between offici.al and parallel
markets t

(c) The lack of economic management and weakness of institutionsl
(d) The weight of the guasi-public sector on the State budget and the

magnitude of public expenditures;

(e) The scarcity of foreign exchange to finance imports and investments.

150. fn the productive area, the sectors relating to agriculture, infrastructure,mining, industry and energy will have priority. preference will be given toguick-yielding operations which reguire rittle capital investment.

2. Structural adjustment programme

151. For the short-term, the C,overnment of Guinea is currently negotiating an
economic recovery programme with the rnternational Monetary Fund (IMF) and theworld Bank. A structural adjustment credit is presentJ.y under preparation, whichwould involve assistance on the issues of exchange rates, contror of credit andpublic finance, decontrol, deregulation and stimulus to the private sector. Theinvestment code has been completed and a new tariff structure proposed. The
Government will reorganize the civil service and.redefine the structures of theministries. As noted, the state will generally disengage from the productive
sector. under this structural adjustment, the Government will seek the closure ofr0 enterprises and the liquidation of a number of others. The !{orld Bank willprovide five Investment Bank consultants to assist the Government, in the physicaldisposal of assets and in negotiating joint ventures.

152. one of the cornerstones of the economic recovery programme would be the reformof the monetary system, including a substantial devaluation of the SyIi.
153. Considering these proposed reform measures and in order to mobilize resourcesin support of the balance of payments, a meeting with the major donors may be heldin the fall of 1985, so as to mobilize between gg0 to $100 million for
balance-of-payments support and structural adjustments as a first step in the roadto financial recoverv.

D. Special programme of economic assistance

154. As a follow-up to the recommenrlations contained in the Secretary-GeneraI,sreport on "Assistance to Guinea" (A/39/572, annex), emergency activities wereidentified under thto separate headings, according to the nature of the activities
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involved, the intention being, however, that the two types of activities were to be

carried out simultaneously beginning in January 1985, namely:

(a) An emergency humanitarian assistance programme in response to the
Secretary-Generalrs appeal to Member States on 28 December 19841

(b)Aninterimprogrammeofeconomicrehabilitation.

155. As at 3l l.lay 1985, five months after the start of the Programmes, the

@vernment has reported the progress indicated in the following paragraphs'

1. Emergency Humanitarian Assistance Programme

155. In the recent past, in particular at the time of the earthquake of
December l.gg3, which left 20r000 homeless and without the basic necessities' Guinea

has been the recipient of emergency humanitarian assistance' Apart from immediate

assistance to the stricken population, some sources of assistance also provided

special financing for the medium-term rehabilitation or development effort which is
still under way today. However, the appeal made in December 1984 was of a

different nature, since it was not a matter, at that time, of coping with
destruction caused by an unforeseen natural disaster, but rather of mobilizinq the

international community to assist the new @vernment in its efforts towards
reconstruction and economic and social recovery and in the steps already taken

towards that end with its traditional partners from the earliest days of the second

nepublic.

I57. As a result of the Secretary-General's appeal, it has already been possible to
expand the initiat direct bilateral contacts to the entire international community

on the basis of the report of the economic survey organized in August 1984.

ttultilateral assistance

l5g. The office of the united Nations High commissioner for Refugees (uNHcR): from

Juty 1984 to February 1985, emerqency assistance to Guinean returnees consisted in
$1,I02,000 for the purchase of medical kits and vehicles, for setting up health
care delivery systems and for distributing foodstuffs and agricultural inputs'

l5g. uNEoTF (United Nations Emergency operation Trust Fund): emergency assistance
for agricultural eguipment consisted inl $800,000 approved following the

earthquake of December 1983 to finance the delivery in Aprit 1985 of 5,000 ploughs

which are greatly needed during the present recovery phase'

Bilateral assistance

160. provision of agricultural inputs (fertilizers' seeds) and school eguipment'

financed mainly by France and China. In addition, the economic partners have

maintained their programme of technical and food assistance.
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16l. Emergency humanitarian assistance to date has fallen far short of identifiedneeds. However, t'he Interim Programme of Economic Rehabilitation has progressed
very smoothly following the joint uNDp/world Bank consultations with theauthorities which began in October I9g4.

2.

L62. rn accordance with the Secretary-Generalrs recommendations of 9 ttcvember 19g4,the preparation of the rnterim Programme began with the mobilization of expertsfrom the united Nations system in co-operation with financing of the !{orld Bank andthe United Nations Development programme (UNDP). In addition to themultidisciplinary team of consultants, some 250 national officials from central andtechnical Government offices were mobilized by the authorities to participate inthe sectoral and subsectoral commissions in preparing a programme providing for aseries of activities which were, as far as possible, in line with the countryrs neweconomic approach. The preparation of the programme between December 19g4 andApril 1985 was, at the same time, a rearning experience which enabled the nationarofficials to become fully aurare of the concerns of the Government with respect tothe immediate problem faced by Guinea. rt culminated in the adoption of aprogramme' but it also helped to advance politicat and economic thinking and topromote an ahtareness of the magnitude of the problems facing Guinea today.

163. UNDP is assisting the @vernment in its development planning process through aproject whose purpose is to help streaml.ine the general organization of thenational economy and strengthen the co-ordinating capacity for management andplanning in the sectors and subsectors which are crucial to economic recovery andgrowth, namely, mining, processing industries, industrial fishing, feeder roids,and foreign trade. To the same end, the World Bank is involved in a 99 millionproject of technical assistance for economic management. The objective of thisproject is to improve Guinean services responsible for the planning, evaluation andfollow-up of the public investment programme, macro-economic and sectoraJ. planning,
and the management of the para-public sector. This world Bank-assisted project hasa technical assistance component with a view to the disengagement of the State fromproductive sectors of the economy, where it was invorved through suchintermediaries as state and semi-public companies and enterprises. Thisrestructuring of the para-public sector is part of the liberalization of the
economy and will result in the liquidation of non-profitable enterprises and thetotal or partial transfer of certain enterprises to the private sector.
154. The expertise for these two UNDP and world Bank projects wiII be mobilizedwith effect from I JuIy 1985. This policy of rehabilitating and revitarizingenterprises has red, in the er.ectricity sector, to the graniing of a gg mirlionloan to Guinea by the rnternational Development Association (rDA) for the purposeof improving the organization and management of that sector and overhauling theinstallations for the production, conduction and supply of electricity.
165. rn the transport sector, a meeting of donors has just been held at the ConakryRairway office on the guestion of rehabilitating an initial 36-kilometre section
and carrying out a diagnostic survey of Guinea's railways. The meeting broughttogether, among others, representatives of the world Bank, the European Economic
Community and the Central Economic Co-operation Fund



166. Efforts to mobilize donors
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167. FinallY the Government of
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for the other sectors of the economy will continue
framework of advisory panels organized under the

Guinea has decided, for the future, to seek the
organizing an aid consultative group for the

of external assistance for Guinea.

X. LESOTHO

A. Background

168. The special programme of economic assistance for Lesotho was instituted
in I9?? in response to Security Council resolution 402 (1976), which reguested the

Secretary-General to organize such a proqramme to enable Lesotho to overcome the

economic difficulties arising from the serious interference with its internal and

external movements of goods and persons following the declaration by south Africa
of the independence of the so-called Transkei bantustan. The initial programme

consisted ot an emergency programme related to the immediate impact of the border

closure, mainly for internal transportation, civil aviation and foodi and an

accelerated development programme, designed to enhance Lesothors capability to
implement fully the United Nations resolutions on apartheid and bantustans.

159. A subseguent special programme of economic assistance, consisting of
l0 specific projects, was formulated in response to Security Council resolution
527 (1982) of 15 December 1982 in connection with South Africa rs attack on

Lesotho's capital, l,laseru, on 9 December Lg82, and dealt with the refugee situation
and its vulnerability to South African military and economic pressures'

I70. The most recent report of the Secretary-General on assistance to Lesotho
(A/39/3851, was dated 17 September 1984. The basis of that report $tas a review
mission undertaken from 14 to 20 l,!ay 1984. The mission also participated in the

Lesotho round-table conference which took place concurrently. As a result of the

mission, the project proposals contained in the initial special programme of
economic assistance that remain unfunded have been incorporated in the proposals
submitted by the Government to the round-table conference. It is the intention of
the @vernment to pursue these projects within that context' The present report
will briefly review the current economic situation of Lesotho and the assistance
requirements of the lO specific projects formulated in response to Security Council
resolution 527 (1982).

171. Lesothors size, its economic
limited natural resources result
Republic of South Africa. One of

Economic situation

I. The economy

history and unigue geographic position and its
in a very high level of dependence upon the
the major features of Lesothors economy is the

B.
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large difference between gross national product (cNp) and gross domesticproduct (cDP). rn LSBL/}2, for example, the GDp per capita was M 254 and
GNP lt'l 428'* The difference is accounted for by income from abroad, almost arr ofwhich represents remittances from the Basotho miners in the Republic of southAfrica' The implications of the difference reflect one of the principalcharacteristics of the economy, namely, its great dependence on migrant labour andmigrant remittance which are' respectively, the major sources of employment andpurchasing po$ter in Lesotho's economy. Agricultural production and productivity isvery low while industry is still at the initial stages of development. waterresource developmentr one of the countryrs major resources, is also at an initialstage of development. Finally, human resources deveropment is stitl at a stagethat does not satisfy the economy's human porrer reguirements.

172. The devastating drought that has plagued large parts of the Africancontinent for several years running, has 
"tso "ffected t€sotho. The adversedrought effects in Lesotho have resulted in different kinds of suffering andhardships to the nation. rn response to the continuing adverse impact, of thedrought and its effects, the Lesotho @vernment has evolved remediar measures toarleviate and overcome the effects. The measures are of two kinds:

(a) Projects addressing the emergency drought rerief aspects,

(b) Projects aimed at resolving the continuous threat of drought in themedium- and long-term perspective.

173' Figures are not yeL available but the effects of the drought wirl have anadverse impact on the growth of the GNP. rncome earned by Basotho r.rorkers in southAfrica grew only slightry after a period of st,rong annuar increases. conseguentryrthe growth of GNP slowed down somewhat. The growth of overall production was notIarge enough to avoid a further increase of uriemployment.

2. Emplovment

174' Lesothors population is projected to grou, from 1.2 million in 1976 to nearly1'5 mirlion at the end of 1985 and to reach 2 million by the year 2000. The labourforce is projected to grow from 570,000 in 1g76 to g2g,400 by the end of lgg5 andto reach 1,005,000 by the year 2000. Lesothors most difficult charlenge is toprovide productive and remunerative employment opportunities within Lesotho for itspeople' The safety valve has been migrant labour to the Republic of south Africa.Recent developments in the labour market of south Africa indicate that the need toreduce dependence on the migratory labour system is now more urgent than everbefore' since 1976 the numbers of migrant workers have been declining. Thesituation is worsened by the fact that the wage sector in Lesotho is very small andthe rate of job creation is very low. The di;inishing employment opportunities insouth Africa coupled with the increasing labour force in the-country creates aserious employment challenge for Lesotho.

r The monetary unit in Lesotho is the malot,i M. As at I June rgg5, thevalue of the maloti was M t = $US 0.50.
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175. There is always a threat that the migrant labourers in South Africa may be

repatriated either gradually or suddenly. For example, in April of this year,
3,000 Basotho mine workers r.rere dismissed over a pay dispute. tfhile a number of
them have subsequently been rehired, others will not be. Lesotho must, therefore,
be prepared to absorb them. The economy must be restructured in such a manner that
productive employment opportunities are created in order to absorb the increasing
labour force as well as the migrant workers in the event of repatriation. Priority
will thus, from now on, be given to productive sectors such as agriculture and
industry, and industrial development, strategies are being revised accordingly.

L76. In recognition of the fact that very few job opportunities are beinq created
in Lesotho every year and that the labour force is growinq at a faster rate than
job opportunities and the possibility of gradual or sudden repatriation of migrant
erorkers, the Government reguested the International labour Organisation (IIO)
Southern African Team for Employment Promotion (SATEP) to prepare a long term
employment plan for Lesotho for absorption of the growing labour force and to
prepare contingency and emergency programmes for migrant workers. ILOISATEP
fielded a two-man mission which was primarily a fact finding mission concerning the
scope and the requirements of the project during the last part of 1984. The
project document has now been prepared and steps to prepare the plan are under
way. A four-man team is now in Maseru making the preparatory arranqements for the
main mission which wil.l be composed of eight experts in various fields to be

complemented by technicians in agriculture, engineering and one or two senior
66vernment officials who will participate in the formulation of the envisaged
employment plans. It is expected that the plans will be ready at the latest in
September 1985.

C. Government budget

I?7. preliminary figures for Lg84/85 indicate a significant improvement in the
Government's budgetary situation. Total revenue is estimated at 14 225 million, an

increase of 27 per cent compared with 1983/84. The major contribution to this
Iarge revenue increase was an increase of over M 40 million, or 38 per cent, in
customs union revenues. Total expenditure in L984/85 rose by M 2I.5 million or
15 per cent compared with L983/84- capital expenditure is estimated at
M ?0 million, giving an increase of M 12 million or 2I per cent compared with
Lg83/84. The efforts made by the @vernment, to consolidate the fiscal situation,
combined with an extraordinary increase in customs union revenues, led to a

substantial strengthening of the Government budget.

I78. Since 1980 the @vernmentrs capital programme has borne the main burden of
financial retrenchment. This has resulted to some extent because of a

deterioratinq capacity to absorb aid but there has also been a considerable scaling
down in spending on non-viable projects. In 1984/85, however, the substantially
increased rate of capital spending Ytas to a large extent related to a major
international airport project which is now virtually completed.
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L79. In the last guarters of Lgg|/gs, a large general salary increase (of about
40 per cent) was implemented which will cost about M 30 million in a full year.
This was the first revision of public service pay since l9go. For 19g5/96 theoverall Government budget deficit is fixed at M 35 million of which M 29 million is
expected to be covered by concessional aid inflows leaving M z million to be raisedcommercially. Customs union revenue in 1985/86 will rise by M l0 million to
M 162 million, while on the expenditure side the additional public service pay billof M 30 million is the major item.

180. As can be seen from table 25r capital expenditure has been stagnant throughout
the Plan period, declining substantially in real terms. By the last year of the
Plan, L984/85, it amounted to about u 40 million in lggo/gr prices, a drop of
35 per cent since the beginning of the plan. The difficulty in raising cipital
expenditure reflects two constraints: firstly, absorptive capacity appears to below, due to, inter alia, the insufficiency of trained personnel to evaluate viableproiects and put thern into execution. secondly, budgetary pressures have increasedespecially in the last tno years of the Plan, owing to the renewed growth ofrecurrent expenditure, pre-empting part of the solid gains achieved with regard tocurrent revenue.

18r. Durinq 1984 the naloti depreciated by a total of 38.5 per cent against thedollar. one effect of this has been to increase the competitiveness of Lesothorsexports, but this has been more than outweighe<l by the accelerated inflation(estimated at 20 per cent in 1985). Debt servicing increased from M I0 million inI98L/82 to M 41 miltion in I984l85.



A/40/44t
English
eage 63

Table 25

Lesotho: summary of government budqetarv opergFi{r?g.4PIinq the

(Millions of maloti)

r980/8r L98r/82 Leez/83

L984/85
Projected

L983/84 actual

Total receipts
#

Revenue

Grants

Total expenditure

Recur rent

Capi tal

Def ici t

Foreign financing

Drawinq

Amorti zation

Domestic financinq (net)

Gross national product

Deficit as percentage of GDP

125. s

104 .3

2L.2

166. r

103.9

62.2

-40.5

10.6

t2.4

-1.8

30.0

542.0

7.5

I24.8

r-11.1

13.7

183 .6

116.6

67 .0

-58.8

44.2

46. 3

-2.1

14.6

6_43.7

9.1

L44.2

r34 .8

9.4

185. 2

L2L.7

63. 5

-41 .0

24.0

42.9

-18.9

17.0

79r. 3

5.2

L77.4

169 .9

7.5

r.99.3

r41..5

s7.8

-2L.9

10.7

32.7

-22.0

r1 .2

915.1

2.4

225.0

21s.0

10.0

233 .0

163.0

70.0

-8.0

8..,0

30 .0

-22.0

0.0

I,051. .5

0.8

Source: Data provided by the Government of Lesotho.
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D. Balance of payments

I82. Lesothors exports peaked in 1980/81 and then declined slightly in each of the
following three years, while imports have continued to increase. Remittances from
workers in South Africa are a dominant item in the current external account and to
a great extent offset the trade deficit on imports.

Table 26

Lesotho,: summary of bal.ance of pavments

(!lillions of maloti)

I

23.3

-8.8

34.3

t98l I98 2 1983* 1984 * *

Current account

(a) Goods and services

Exports, f.o.b.
Imports, c. i. f.
Workers I remittances
Other, official, net
Other, private, net

(b) Unreguited transfers

Long-term capital, net

Official
Private

Short-term capital

Offic ia I
Commerci.al banks

Errors and omissions

Surplus (+) /deficit (-) a/

-8.7

-92.6

46.6
343.0
205.0

8.6
7.4

83.9

28.s

25 .0
3.5

23.3

-42.9

lts.4

44.6
4L5.2
255.0

7.7
7.9

7 2.5

32.2

28.0
4.2

l8 .6

20.0
r.4

-6. 3

1.6

-29.7

84.9

40.6
509.2
388 .0
10. 2
5.9

55.2

31.5

27.3
4.2

-lI .9

7.0
-18.9

19.3

9.2

-6. 9

78.3

31.6
579.7
470.0

9.2
9.0

7L.4

3I.0

26.O
5.0

4.2

2.0
2.2

L.2

29.5

3l .0

-77.0

35.0
654 .0
s30.0

2.0
I4.0

108 .0

26 .4

2L.4
5.0

-52.8

18.4
-34.4

10 .6

L5.2

Source: Data provided by the Government of Lesotho.

* provisional.
** Preliminary estimates.

! surprus./deficit is defined as change in net foreign assets.
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E. Aoriculture sector

I83. The overall picture of agriculture in Lesotho remains one of low productivity
with output, in per capita terms, continuing to decline. Agriculture is still the
most important sector of the economyt it is the largest employer accounting for
about 70 per cent of the total domestic employment and provides basic subsistence
for about 90 per cent of the rural population. Agriculture also provides about
50 per cent of the countryrs exports. Of agriculture exports, over 75 per cent
come from livestock, a subsector whose contribution to the GDP has grown over the
years and now surpasses that of crop farming.

I84. Drought conditions during the past three years held production of staple graln
crops below the lO-year average for most crops. In livestock the numbers of cattle
declined by an average of 3 per cent since 1980/81. Numbers of small stock
continued to expand by more than 10 per cent per annum through L98L/82, but have
declined at an average of 2 per cent per annum since. The Government efforts in
the agriculture sector have been redirected from infrastructural and institutional
building into agricultural production. Trro major thrusts are in the range-
restocking programme and the National tlatershed lGnagement and Soil Conservation
which is oriented towards facilitating irrigation for vegetable and crop productlon.

F. Emerqency aPpeal

185. As a result of the drought situation, an emergency appeal was made to the
international community to deal with short-term implications of the drought as
outlined below:

Emergency drouqht relief proiectss

Proiect

Rehabilitation of drought-prone areas
Seed production
Micro-scal.e water
PuIlet rearing
Vegetable seedling and fruits
Integrated food and nutrition
Food self-sufficiency
Hea I th
Minor roads construction
Agr icultural marketing
Food aid warehouses and logistics

Estimated cost
(United States dollars)

500 000
20s 000
924 500
498 400
552 800
99 000

415 900
r52 100
350 000
000 000
334 300

I
3

5

The total cost for emergency drought projects would thus be about $US 23 million.
AII these projects would directly help Lesotho to overcome the devastating effects
of the current drought cycle. Many of these projects, or some of their aspects,
would also be contributing to the long-term measures undertaken by Lesotho to
ensure itself against adverse drought effects in the future.

/...
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185. The response of the international community for food aid is as indicated in
table 27 below:

Table 27

Lesotho: food aid position (April 1985)

(Alt figures are in metric tons)

L984 /85

220 000 approx.
75 000 (average)

(a)

(b)

Total crop production (grains)
Commercial imports

Pood aid
Project Pood Aid

World Food Programme
Catholic Relief Service

Total

(c) Emerqencv (free distribution)
WFP (l{heat flour)

(Vegetable oiI)
Federal Republic of Germany (litaize flour)
European Economic Community (Rice)
Catholic Relief Service

(Bulgar wheat)
(Vegetable oil)

Denmark (Whole maize)

Tota I

(d) Monetization
United States of America (Wheat)
EEC (Wheat)
Japan (Rice)
FRG (whea t )

Italy (Rice)

WFP (Wheat)
t'lcrnay (trla i ze )

Tota I

Grand total

Grain reserves
lilcuntain emergency (l'lai ze)
Strategic wheat

(up to Dec. 1984)
(up to Dec. 1984)

35 000

2 490
270

I 180
862

6 000
985

6 568

r8 315

l5 000 (arrived 1985)
I4 000 (arrived 1985)

600 (arrived f985)
3 000 (arrived 1985)
I 000 (expected time of

arrival (ETA) 1985)
4 000 (ETA) 1985)

s00 (ETA) I985)

38 100

9I 455

19 000
15 000

I
7

s00
000

(e)

Source: Data provided by the Government of Lesotho.
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following medium and
resolving the continuing

Essential medium_to long-term structural reforms

l.

2.

3.

($US 159 miltion)

Project

Watershed management

Destocking project

Minor roads construction

Estimated cost

99 million

33 million

27 nillion

f88. It is worth noting that these priority structural reform programmes wiII be
pivotal in Lesotho's future development, plans. To date, however, only the Food and
Agriculture Organization of the United Nations (r.AO) has responded by supporting
two projects, namely, micro-scale water harvesting and ground-water development for
domestic supply irrigation and livestock watering for the amount of $us 205,000 and
assistance to seed production and processing for the arnount of $US 230,000. Other
responses have so far been of a general nature.

G. Special proqramme of economic assistance

189. As indicated earlier, this report wilI only review the economic assistance
needs of the I0 specific projects urgently reguiring support in response to
Security Council resolution 527 (f982).. The programme with respect to each of
these projections has been reported by the @vernment of Lesotho and is summar.ized
in the following paragraphs.

Project l: Strengthening of police services

I90. Based on the Commonwealth Secretariat Report, consultations continue with
potential donors on this project.

Project 2l Establishment of an emergency reserve of medical supplies

19I. Funding for outstanding drug reguirements still have not been ident,ified.

Proiect 3l Urgent improvements to hospital facilities and services
(Queen Elizabeth II National Hospital)

192. The study indicated in the previous report (see A/39/385, annex) has been
complet.ed, and based on the study the @vernment has decided to construct a nev,
hospital facility. The Project is to be discussed with the EEC programming mission
expected in the second half of this year.
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193. With regard to the construction of a new laboratory referred to in the
previous report, no donor has been identified.

Project 4: Consultancy on the establishment g-f_a fige b,riggde in Maseru!

194. There has been no response by the international community concerning this
project.

Project 5: Maizelsilo complex

195. St'age l of the project which consists of a l,taize MiIl and the first group of
silos is now being implemented. An anpunt of M lI.3 nillion has been made
available for the project from Government funds. Meanwhile, the Swedish Government
has agreed to finance a study on national food reserve storage. lb response has
been received from other donors so far.

Project 6: Afforestation

196. The Eritish Government is continuing its assistance on the afforestation
programme, while the Government of the United States is providing assistance for
the soil conservation measures.

Pro'iect 7: tabour intensive public works

197. In addition to the projects mentioned in the previous reports which are now
either completed or continuing, a new road Rothe/Thetsane financed by the Federal
Republic of Germany is about to commence. rn view of the recent developments in
the mining sector of South Africa, more labour intensive works are obviously
necessary. A number of projects have now been identified and donor support for
their implementation is sought.

Project 8: Expansion of the Maseru and lGputsoe industrial estates

I98. As yet there is no donor assistance secured. Horrever, the project has been
submitted to the Kuwait Fund for International Economic Development. Meanwhile the
British Government has indicated an interest in building two more shel.ls in !,taseru.

Project 9r Maseru electricitv suoolv

199. The terms of reference for the study have been agreed upon with the African
Development Bank and the project is to be presented to the Board in June 1985.

Pro ject 10: Ner^, Maseru International Airport

200. Consultations with the African Development Bank nere successful, and the
project is due for completion in the middle of July.
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XI. MOZAMBIQUE

201. The special economic assistance programme for Mozambigue was first initiated
in 1976 in response to Security Council resolution 385 (1975) of 17 tt{arch 1975
concerning economic difficulties arising from the country's application of economic
sanctions against the 16gime in Southern Rhodesia. Pursuant to subseguent
resolutions of the various intergovernmental bodies, the programme expanded its
focus to encompass the rehabilitation and development efforts of the Government.
The most recent previous report, of the Secretary-General (A/39/3821, revierired
economic developments through 1983 and caIIed to the attention of the international
community urgent needs for immediate assistance as well as some priority programmes
designed to establish a basis for future development. In its resolution 39/L99 ot
17 December 1984, the General Assembly reiterated its appeal to the international
community to provide financial, material and technical assistance to Mozambigue and
requested the Secretary-GeneraI to prepare a report on the development of the
economic situation and the implementation of the special programme of economic
assistance for that country.

A. Economic situation

1. General

202. Ptevious reports have presented detailed information on the critical economic
situation of l,lozambigue. Although relatively richly endowed, the country confronts
severe obstacles in its efforts to promote economic and social development: a
colonial heritage of an economic structure geared to service other countries and a
consequent neglect of domestic production for domestic consumption, a geo-political
situation which has required both sacrifices as weII as the major expenditure of
scarce resources in a continuing effort to achieve peace and security for its
inhabitantsl and a continuing series of natural disasters - droughts, floods and
cyclones - which set back what little progress has been achieved.

203. There has been no improvement in these fundamental constraints during the
period under review. If anything, the internal security situation appears to have
deteriorated. On 23 March 1985, the Council of Ministers issued a press communigu6
announcing measures aimed at improving the overall situation which include specific
measures to reinforce national defence and the introduction of a policy of maximum
austerity' specifically in respect of fuel consumption and policies to ensure
improvement of economic and financial management.

204. t4ozambigue has continued to suffer from natural disasters. The 1982/83
drought was one of the worst in recent history, severely affecting more than
one-and-a-ha1f million people, approximately ll per cent of the total population.
Basic weaknesses in the internal transportation infrastructure as well as internal
instability complicated the distribution of assistance made available. During the
first two months of 1985, precipitation has been fair to good throughout most of
the country I however, the pattern of these rains rras somet^rhat irregular. Heavy
downpours brought floods in the central and southern zones of the country, but
shor.tld in general improve soil fertility. Summer crops were lost in the affected
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areas but winter crops should be good. On 26 March 1985, cyclonic winds with
speeds of about 100 km per hour struck southern Maputo province cutting off
electricat suppty to the capital, adversely affecting water supplies, hospitals,
industrial activities, port operations, irrigation schemes, communications and
public services.

205. Ih spite of the difficulties confronting it, the Government is continuing on a
pragmatic approach to deal not only with the immediate crises but also to establish
a basis for long-term development. In May 1984, an Economic Action Programme for
1984-1986 was prepared by the Government aimed primarily at increasing production
and trade in the rural areas. Under this programme, more emphasis is to be given
to supplying the smallholder family subsector with agricultural inputs and basic
consumer goods. It is anticipated that the official prices for food and export
crops will be increased. Complementary fiscal, credit, rrrage and price measures
would deal with balance of payments and budgetary problems and the still large
deficits of state enterprises. Reference has already been made to the more recent
austerity programme adopted by the Government. However, the ability of the
Covernment to implement these policies of structural transformation is severely
curtailed by the overwhelming need to devote time and resources to the more
pressing problems of national security and emergencies.

2. Economic performance

206. Although there is limited reliable statistical data, all indications are thatr
in 1983/84, the economy of Mozambique continued to deteriorate. Preliminary
estimates of Global Social Product were 74 billion meticais,* a decrease of almost
5 per cent from the previous year. Per capita income was estimated at
approximatety 0125 in 19831 given the above it can only have declined further
in 1984.

207. while tax revenues have been increasing in recent years, primarily the result
of a revision in the tax system and better collection, the overall deterioration in
economic conditions resulted in a 5 per cent decline in 1984. At the same time,
current expenditures continued to increase by approximately l0 per cent bet'rreen
1983 and 1984. Expenditures on defence and security account for more than
35 per cent of total expenditures. fnvestment expenditure r,ras scheduled to decline
by more than 35 per cent between 1983 and 1984, reflecting a decline in official
assistance, the inability to obtain credit, and a @vernment policy of restraint.
Overall, the State budget remains in significant deficit.

208. The critical balance-of-payments situation reflects the continuing economic
deterioration in the country. As part of the colonial legacy, merchandise exports
covered only a srnall portion of imports with the balance financed by services.
The decline in exports to its Iowest level since 1978 reflects primarily the
reduction in the production of agricultural export commodities. fmports also
declined in 1984, reflecting the acute shortage of foreign exchange (and credit)

r Exchange rate: 1983:
Mt 42.443. It should be noted,
reported as trading up to 1r500

$US 1.00 = Mt 40.1831 1984: $Us I.00
however, that the domestic currency has
per US dollar on the black market.

been

If ...
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with a resultant rnarginal improvement in the current account balance. Receipts
from transit trade and norkersr remittances declined sharply after independence and
have not recovered. AnticipaBed revenue from the export of electricity produced at
the Cohora Bassa dam to South Africa has not materialized since the disruption of
transmission lines by armed bandits has prevented the agreed level of power from
being achieved. Foreign borrowing and assistance has not been sufficient to close
the financing gap. As a result, t'lozambigue has experienced a nearly total loss of
reserves. In addition, by the end of 1984, payments arrears totalled approximately
$545 million.

209. By the end of 1984, the countryrs outstanding external debt totalled
$2.4 billion (including arrears). Of this, 92 per cent represents bilateral public
debt owed to members of the Organisation for Economic Co-operation and Development
(36 per cent), centrally planned economies (30 per cent) and countries of OPEC (the
Organization of Petroleum Exporting Countries) (16 per cent). At a Paris Club
meeting in October 1984, agreement was reached to provide debt relief on
accumulated arrears as at 30 June I98{ as well as debt service payments falling due
between I July 1984 and 30 June 1985. This still leaves an estimated $550 million
in payments due in 1984-1986. In spite of the debt relief obtained, the debt
service ratio at the end of 1984 was eguivalent to about 174 per cent of the value
of exports of goods, not including accumulated arrears.
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Table 28

Mozambique: balance of payments

(Billions of meticais)

r98 2 198 3 1984

Trade balance

Exports a/
Imports b/

Net factor income

Current account balance

Capital account

Official capital grants
Net medium and long-

term loans
(Scheduled amorti zation)

Debt relief

Errors and omissions

Overall balance

-20.9

L2.6
33.5

-0.9

-21.8

17.9

3.0

14 .9
(r2.s)

-t .5

-5.5

-I8.9

8.8
27.7

-1.5

-20.4

6.4

3.6

2.8
(13.2)

-0.6

-r4.5

-L7.4

5.5
23.9

-2.8

-20.2

9.5

7.0

6.1
(r5.e)

8.7

1.4

-12.0

!/ Merchandise and non-factor services.

b/ Includes debt relief provided in 1984 in respect of 1983
($US 58.9 million) and 1984 ($US f46.8 million).

B. Foreiqn assistance

2l'0. Under present circumstances, the Government of Mozambique has been forced to
devote much of its attention and effort to coping with the emergency situation. It
is grateful for the assistance received. It would emphasize the need to respond
not only to urgent emergency needs but also to the reguirements for rehabilitation
and development.
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1. Emerqencv assistance

2tt. The emergency needs of Mozambique as presented at the country specific meeting
convened at Geneva on 15 March 1985 totalled $8g.5 million, to include food aid
(S39.2 million) r ogricultural inputs ($I2.0 million), essential health action
($f0.0 million), relief survival items ($3.4 million), essential water projects
($f0.9 million), and logistic inputs ($3.9 million). These figures are under
constant review and are revised in accordance with changing circumstances. As at
June 1985, the Office of Emergency Operations in Africa stated that the latest
reports indicated little progress in terms of pledges or commitments for non-food
i tems.

2I2. Even before the current emergency, Mozambique has relied on food aid to
supplement domestic production and commercial imports to meet domestic food
requirements. The Government has reported that in 1984 food aid, which included
maize, wheat and rice, totalled 308r451 tons. Table 29 shows the current globaI
supply forecast for the period 1t'larch to 3I December 1985:

Table 29

Mozambique: cereals supply forecast (Global)

I March-31 December 1985

Requi rements

tbrmal market
Additional market reguirements
Disaster reguirements
Opera ti.onal stocks

Tota I

SuppIy

Stocks available
Planned market production
Commercial purchases
World Food Programme projects
Food and commitments

Deficit

(Thousands of metric

Maize

I62. s

l0 .0
168.2
64.9

405.5

19.5
88 .0
18.6
39.9

100.2

240.2

154 .4

15.9
I.0

n1'o

17.4

75.3

62.7

11.2
r4.8
o:.'

21 .8

92.9

41.6

tons )

Whea t

t1u

23

I38

Rice

90. 0
7.5

r9.0
10.0

I34.s

TotaI

367.5
17.5

L8't.2
r05.9

578. I

47.6
103.8
I03 .7
13.9

139.4

408.4

269.7

Tot,a I
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2. Rehabilitation projects

2I3. In addition to the above emergency and food aid requirements, the Government
has called to the attention of the international community a limited number of
priority rehabilitation projects designed to link emergency assistance with the
development efforts of the country. FuIl details on these projects which are
outlined below can be obtained from the appropriate authorities of the Government
of Mpzambigue.

Estimated cost
(millions $US)

(f) Rehabilitation of rural commercial network 22.0

(21 Support for health network (medicines) 4.0

(3) water supply and construction 5.3

(4) Rehabilitation of rural roads 1.9

(5) Irrigation schemes 50.8

XII. SAO TOI.IE AND PRIT.ICIPE

A. Background

214. A review mission visited sao Tome and Principe in June 1984 in response to
General Assembly resolution 37/L46 of 17 December 1982. The report of this mission
is contained in the report of the secretary-General (A/39/394, annex).

2I5. The archipelago of Sao Tome (860 sq km) and Principe (I40 sq km) is located in
the Gulf.of Guinea, 325 km west of Gabon, its nearest neighbour on the African
continent. The isolation of the country is heightened by the lack of regular air
and shipping services as well as by the absence of adequate telecommunication
services with the outside worId. Based on data from the I98l census, the
population in 1984 was estimated to be I04,400, with an annual growth rate bet',reen
2.8 and 3.0 per cent. Sao Tome and Principe has been classified by the United
Nations as a Ieast developed country.

216. The economic problems of the country stem to a large extent from the structure
inherited at independence. In the pre-independence period, the agriculture sector
was organized into large, privately owned plantations devoted mainly to export
crops, in particular cocoa, which in recent years still accounted for about 80 t.o
90 per cent of the total value of exports. The country imports most of its staple
food reguirements and is thus dependent on earnings from cocoa exports to pay for
imports of food as werl as the necessary agricul.tural inputs.
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2l?. A major effort of the @vernment has been to reduce the dependence on cocoa.
In recent years, the issue has become even more pressing as the volume of cocoa
pro<luction and the price of cocoa on the world market have declined. The price
fell from 129.0 dobras (Db) per kg in 1977 to Db 55.I per k9 in 1981 before rising
to 94.5 Db per kg in 1984, which was still, however, less than 75 per cent of the
1977 level. In terms of United States dollars, the price declined to an even
greater extent.

218. The drought that affected some parts of the country in 1982 and 1983, combined
with the erratic pattern of rainfall in other parts, had a serious negative effect
on the already fragile situation. The Limited production of staple foods declined,
and cocoa production was reduced by almost two thirds.

B. Economic situation

,*

219. Real growth in gross domestic product (GDP) has been substantially negative in
recent years. Public sector deficits have increased, reaching 70 per cent of GDP

in 1984. There has been a persistent trade deficit in the balance of payments and
a net outflow on services. The outstanding disbursed external debt is estimated to
have risen from $US 15.7 million at the end of 1980, to $87.0 million (over
200 per cent of cDp) at the end of 1984. The ratio of debt service payments to
exports of goods and non-factor services rose from I.5 per cent, in 1980 to an
estimated 26.9 Per cent in 1983.

2. National accounts

220. Gross domestic product (GDP) at current market prices was estimated at
Db 1,609 million in 1984, up 5.6 per cent from the previous year but lower by

I per cent than the estimated GDP in 1980. However, real GDP (at 1983 prices) has
declined steadily since 1980 and in 1984 was less than 70 per cent of the 1980

Ievel. per capita GDp in 1984 was approximately $330, compared with $485 in 1980.
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Table 30

Tome and lpe3 qross tic product branchgf ".ono.i" ""aiuitu, "a au

(Millions of dobras) a/

1980 [981 r98 2 198 3 r984

Agriculture, Iivestock
forestry and fishing

Extractive industries
Manufactur ing industries
Electricity, gas, water

Building and public works

Commerce, hotels, restaurants
and services

Transpor t
Banks and insurance

PubIic administration
GDP at factor cost
fndirect imports net
of subventions

GDP at current market prices
GDP at constant I9g3
market prices

327

L 625

I 939

s80

4

rl8
3l

r05

90

I05

I6

248

298

420

4

95

32

lI8

76

90

15

281

l3l

279

I 410

L 672

379

4

ll2
37

I56

r06

L25

l8
331

258

454

4

130

40

I14

tl4
133

I5
381

385

379

4

L42

46

r37

L42

156

l9
4r8

453

28I

I 549

L 728

138

I s23

r 523

r56

I 509

I 457

a/

Source: Government of Sao Tome

Exchange rate: I980:
l98r:
1982 (October):
1983 (October ) :
1984 (JuIy13

I United States dollar
tl

tl

tl

tl

and Principe.

35.0 dobras =
40.0 i
41.5 rl

42.6 n

43.0 tr
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3. Public finance

221. The deficit on current account has increased from 9 per cent of recurrent
revenues in 1982 to almost 50 per cent in 1983. Provisional estimates for 1984
show the deficit still at 40 per cent of recurrent revenues, or over 16 per cent
of GDP. Capital investment has fluctuatedl as a percentage of GDP it was
24 per cent in l98lr 49 per cent in 1982,2I per cent in 1983 and 49 per cent
in 1984. The overall deficit, taking into account extrabudgetary operations,
increased from 18 per cent of GDP in l98l to over 70 per cent of GDP in 1984.

Table 3I

Sao Tome and Pri

(Millions of dobras)

l98t 1982 r98 3 1984 a/

Recurrent revenues
Recurrent expenditure

Current account balance
Investment expenditure

Budgetary balance
Balance of extra-budgetary

opera t ions
Overall balance

644.4
51s.8
128.6
338.4

-209.8

-48 .8
-258.6

577 .4
590.5
-53.1
755.0

-808. r

?9 .8
-728.3

518.2
764.6

-246.4
323 .1

-569.5

-227.8
-797.3

654 .9
92I.0

-256. r
785.0

-l 051.0

-115 . 0
-1 166.0

Source: Government of Sao Tome and Principe.

a/ Provisional.

4. Balance of pavments

222. Cocoa accounted for 80 to 90 per cent of export earnings in recent years.
Secondary export crops are coprar palm kernels and coffee. The pattern of imports
reflects the structural weakness of the economy with consumer goods, basically
food, accounting for more than half of all imports. Oil imports also represent a
significant cost.

223. The balance of payments has been characterized by a persistent trade deficit
and net outflow on services (mainly due to transport charges) that is covered for
the most part by short-term capital rnovements. There lras a significant improvement
in the trade balance in 1983 and 1984 in comparison with L982, achieved throuqh
drastic measures to reduce imports. This has serious implications for the economy,
given its reliance on imports not only for food but also for inputs necessary to
development. Of egual concern is the heavy reli.ance on short-term capital
movements to finance the deficit and the implication this has for debt-service
obligations.
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Table 32

Sao Tome and Principe: balance of payments, 1980-1984

(Millions of dobras)

1980 r98l 198 2 t98 3 1984

Exports
(of nhich cocoa)

Inports
Trade balance

Services (net)
(of which transport)

Private transfers (net)

Official transfers (net)
Current account balance

Capital (net) a/
(of which medium and
long term)

OveraII balance

Change in reserves

590. 5
(ss0.7)

-5 38. 3
52.2

-l 52.0
F269.Ol

16. s

-10.9
-94 .4

-335.4

(5.8)

-429.8

-429.8

276.4
(225.01

-523.8
-247.4

-126.6
(-r86.3)

30.4

-13.9
-257.5

91.3

(rr3.3)

-266.2

-266.2

350. 5
(327.71

-1250.0
-899.4

-387.2
(-3ss. r )

19.2

13.9
-l 253. 5

953.4

(54.6)

-290. I

-290. I

355.5
( 290.8 )

-5 39. s
-27 4.0

-231.3
(-173.7)

sl.l

104.5
-349.6

283.3

(-r34.2)

-55. 3

-65.3

539.5
(459.21

-485.9
53.7

-255.0
(-2r 2 .41

r42.2

42.4
-16.7

332.9

(-104.7)

31s.2

315.2

Source: Government of Sao Tome and principe.

and omissions.a/ Including errors

5. External debt

224. The outstanding disbursed external debt is estinated
$US 15.7 million at rhe end of 1980 to $g7.0 million (over
the end of 1984. Debt service has risen fron 1.5 per cent
of goods and services in 1980 to 25.9 per cent in t9g3 and
$5.88 million or 50 per cenr of 1984 exports.

to have risen from
200 per cent of cDP) at
of the value of exports
in 1985 to a projected
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Table 33

Sao Tome and Principes external debt, 1980-1984

(Millions of United states dollars)

1980 198r 198 2 198 3 1984

Debt (disbursedr end of year)
Arrears
Debt service

fnterest
Amortization

Debt service ratio

87.0
1. 38

2.L7
(0.43 )
(r.74)
26.9

I5. 7

0.21.
(0.03)
(0.r8)
1.6

r7.5

0.51
(0.04 )
(0.47)
8.3

32.6

1.91
(0.38)
(1.s3)
24.0

5. Food assistance

225. As indicated previously, under normal circumstances the country must meet a
large part of its food requirements through imports. This situation was aggravated
by the 1982-1983 drought, which reduced the already limited domestic production of
staple crops. The Government has provided the following information on the
situation in 1985.

Table 34

Sae Tqqre_q!4 Pf!ncipe: food assistancer 1985

( tons )

Commod i ty Basic €ood
requ i rements

Es t ima ted
i mpor ts

Food assistance
requested

Rice
Sugar
Wheat flour
Beans
Powdered skim milk
vegetable oiI

t
I
2

4

2

4

200
1s0
800
900
600
500

856
325
020
449
273
780

r 420
825
380
451.

327
't20
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C. Special proqramme of economic assistance

226. The initial special programme of economic assistance for Sao Tome and
Principe, formurated in 1978, consisted of 47 projects amounting to $2r.4 mirlion,
as out,lined below:

Millions of dollars

Agriculture (5 projects)
Industry (5 projects)
Minerals and natural resources (5 projects)
Transportation (14 projects)
Education and training (5 projects)
Health (6 projects)
Social development (2 projects)
Housing and urban development (4 projects)

TOtA I

227. There have been substantial changes in the programme since it was initially
formulatedt some projects have been fundedr o€w projects added and some projects
withdrawn by the Government. Detailed information on the implementation of the
programme as of mid-1984 was contained in the previous report, of the
Secretary-GeneraI lA/39/394, annex) .

228. A UNDP Round Table meeting on Sao Tome and Principe is scheduled to take place
in late 1985 at which projects, including or subsuming some of those in the special
assistance programme, will be presented to donors.

XIII. SIERRA LEONE

A. Background

229. In its resolution 37/L58 of 17 December L982, the General Assembly expressed
concern about the serious socio-economic problems being experienced by Sierra
Leone, and reguested the Secretary-GeneraI to dispatch a multi-agency mission to
Sierra Leone to hold consultations with the @vernment on the additional assistance
needed for the countryrs economic and social development. The report of that
mission is contained in the report of the Secretary-GeneraL (A/38/21I, annex),
dated 13 June 1983, which describes the economic and social situation of Sierra
Leone as of early 1983 and presents the country's high-priority needs for external
assistance. The rnost recent report on Sierra Leone t{as contained in the report of
the Secretary-General (A/39/392, sect. VIII).

230. The Republic. of Sierra Leone, on the north-west African coast has a land area
ot 271925 sguare miles. Its population was 2.75 million as of the last census
conducted in 1973, and is currently estimated at between 3.2 and 3.5 million with a
growth rate of 2.0 to 2.3 per cent per annum, the next census is due to be

/...

1.3
2.7
1.2

ll .8
t.3
1.3
0.3
1.5

2L.4
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conducted in December 1985. The country is favourably endowed with natural
resources - agricultural, mineral and water - and has the potentiat to achieve
self-sustaining growth. In recent years, however, it has experienced serious
economic and financial difficulties, owing in part to the adverse impact of the
slow-down in global economic activity and in part to structural imbalances in its
economy. Sierra Leone is classified by the United Nations as a least developed
country.

B. Economic situation

t*

23I. Agriculture, which contributes 30 per cent or more of the gross domestic
product (GDP), is the principal source of livelihood for about 70 per cent of the
population and the largest sector in the economy. Mining, trade, transport and
communications and public services are the other sectors which contribute
l0 per cent or more to the GDP. The industrial sector is very smallt manufacturing
and handicrafts together contribute less than 5 per cent of the GDP. The
manufacturing subsector consists of medium-to-smalI enterprises producing
import-substitution goods which have, however, a high import content. Industries
processing local agricultural. or other raw materials are underdeveloped.
Dependence on external trade is indicated by the large proportion of external trade
in relation to GDP (49 per cent in f9S0/8I) and of the large share of taxes and
duties on international trade (over 50 per cent durinq I979l80) in the total
revenues of the Government. Urban consumption has a high import content.

232. According to available official data, after a decade of economic stagnation in
the late 1970s and early 1980s, recent performance shows declining per capita real
GDP and investment, increasing imbalances in domestic and external payments and
accelerating inflation. One result of the growing imbalance in external payments
has been the extreme shortage of foreign exchange, Ieading to an increasing
scarcity of imported consumer goods and a sharp dectine in raw materials and
intermediate goods which, in turn, has led to a progressive fall in value added in
the non-agricultural sectors of the economy. In addition to the severe scarcity of
foreign exchange, there has been in recent years a drying-up of trade and
commercial credits, Iarge commercial payments arrears and unmitigated strains on
Government finances. Commercial activity and employment have fallen.

233. The two-tier exchange rate system, which the @vernment adopted in
December 1982 with a view to drawing foreign resources to the official banking
system and conseguently reducing parallel market activities, was abolished in
July 1983, and the rates unified at leones (Le) 2.50 to the US dollar. Progressive
worsening of the balance-of-payments deficits and the continued existence of a
parallel market in which the leone was being traded at increasingly large discounts
necessitated a further devaluation on 2l February l9g5 to $US I = Le 5. Despite
this, however, trading in the leone continues in the parallel market at a large
discount. Given the existence of a parallel market (due to a perception by the
trading community that the balance-of-payments deficits reflects an overvaluation
of the currency) and a severe foreign exchange shortage, export earnings are
diverted from the banking system into the parallel market. Onl.y by a combination
of appropriate domestic economic and fiscal policies and adequate
balance-of-payments support can this situation be corrected.

/"'
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2. National accounts

234. GDP at current market prices is estimated to have increased from
Le I,029 nillion in L978/79 to Le 1,995 million in 1983/84, but by barely
1 per cent per annum in real (constant L972/73 prices) terms. l{ith population
estimated to be increasing at nnre than 2.0 per cent per year, the decline in
GDP per capita averaged more than I per cent per year. This trend of decline in
real GDP per capita represents a deterioration of the trend of the 1970s, during
uhich the growth of GDP had kept pace with population increases, according to the
Central Statistics Office.

235. Gross fixed capital formation is also estimated to have declined during the
1980s, from 13 per cent of GDP in L978/79 to about 8 per cent in I982l83 and
1983./84. The decline has been experienced in both public and private investmentl
the latter is estimated at about one third of the total investment.

236. Since the consumption/GDP ratio is estimated in the region of 95 to
I00 per cent, almost all investment is financed from external sources. Public
investment, p(imarily in agriculture and physical and social infrastructures and
financed principally by external loans and grants, fluctuated between
5 and Il per cent of the GDP during this period, but was declining. Private
investment was mainly in the non-agricultural sector.
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Table 35

Sierra I€one: grosa donesticjroduct and
expendrture, 1978,/79-1982,/83

1978/79 L979/80 L980/8L gl L98L/s2 g/ L9s2/s3 p/

GDP in current
marKef prrces L 029-.2 f 555.5 I 339.0 t 565.0 I 955.0

j
Agriculture, forestry,

and frsntng 326.9 350.9 403.5 450.0 570.0
Minrng and quarryrng II5.9 124.6 II9.? L29.6 168.8
Manufacturlng 54.5 58.7 60.0 70.7 85.?
Trade and tourrsm 114.6 L52.6 t?l.o 222.0 235.0
Transportatron and

conmunlcatrons L07.2 159.2 Igo.G 222.0 296.7
Other 3r0.r 309.5 403.2 49L.2 63E.8

Gross domest.rc
expenolture ln
current prrces r u3.4 L 3i2.9 r. 512.5 r 76r.5 2 L2s.o

Consumption 975.3 Ir4s.6 r332.0 1580.0 r954.0
Gross invesrment 138.1 197.3 180.5 L91.5 17I.0

Resource gap (-) in
current prices

cDP at L972/'13
factor cost

GDP in current
market pri.ces

GDP at L972/73
factor cost

Gross donestic
expendrture tn
current prlces

consumpt,ron
Gross rnvestrnent

Resource gap (-)

Consuner prtces

Gross domestlc savrng 5.2 0.9 0.4 -I.0 2.L

-84.2 -L77.4 -174.5 -196.5 -130.0

401.7 418.0 420.0 420.L 420.5

(Annual per cent change)

2r.r L2.3 1s.8 r7.0 27.5

6.0 4.I 0. 5

24.8 r9.7 r3.5 16.5 20.6

(Per cent of cDp)

94.8 99.r 9e.6 .1.0r.0 9?.9
r3.4 Io.3 I3.5 rI.6 8.6

-8.2 -r5.4 -r3.0 -L2.6 -0.5

(Annual per cent change)

Consumer price index
for Freetonn (average) I4.f I9.3 I3.? 26.9 49.4

Source! Government of Srerra lJeone.

! The GDP data are provistonal eatimates.

p/ Project1ons.
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3. Balance of pavments

237. There has been a deterioration in the balance of payments, reflecting both a
fall in the volume and value of exports and increased import prices, especially
fuel. Up to the early 1970s, long-term capital imports (mainly private) more or
less covered current account deficits. Since then the overall balance has shown
deficits. However, because of the existence of a parallel market with significant
though fluctuating levels of unrecorded transactions, the data on exports, imports
and balance of payments have to be interpreted with particular caution. This need
for caution is indicated also by the large size of the item short-term capital and
errors and omissions in most years since L978/79.

238. In 1982/83 minerals' mainly diamonds, bauxite and rutile, accounted for about
75 per cent of the value of recorded exports with agricultural commodities - cocoor
coffee and palm kernels - accounting for the remainder. Recorded exports, although
fluctuating from year to year, have declined since L979/80t exports in 1982-1984
averaged little more than half the level Eor L979/80. The trend for recorded
imports was similar but the contraction during the two years 1982-1984 was even
nrore sharp; imports in 1983/84 were only half of those in lggl/g2. Both the trade
and current account balance showed large deficits throughout this period, although
the size of the deficits were reduced during 19S2-1984. The reduction in imports
was due mainly to the restrictive fiscal policies adopted by the @vernment during
this period as part of the economic stabilization programme, formulated in
consultation with the International tbnetary Fund (IMF) , in connection with an
agreement on a stand-by credit of $50.2 million from the Fund, approved in
February I984.

239. Capital account rmvements have been influenced by the large borrowing by the
Government (mainly suppliersr credits) for its investments in connection with the
Organization of African Unity (OAU) Conference in 1980. However, the more
significant development is the increasing private capital outflow, indicating
primarily a loss of confidence. Since the capital account inflows had largely
offset the current account deficits earlier, and were not available after L979/80,
the peri'od 1980/81-I983/84 has been marked by large overalf balance-of-payments
deficits. This represents 10 per cent or more of the GDP in three out of the
si'x yea cs L978/7 9-1983./8{ and provides an indication of the magni t,ude of the
external payment problem that the country faces.
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Table 36

Sierra Leone: balance of pavments 1978l79-1983/8tl

(Millions of SDRS)r

L978/79 L979/80 r980/81 L98L/82 1982/83 L983/84 a/a/

Exports, f.o.b.
Imports, f.o.b.

Trade balance
Serv ices
Private transfers

Current account
ba Ia nce

Government transfers
[.ong-term capital
Short-term capital

and errors and
omissions

Allocation of SDRs
Overall balance

Of which: covered
by arrears
accumu la tion

Expor ts
Impor ts
Current account deficit
Overall deficit

tloldings of SDRs

IMF reserve position
Forei,gn exchanqe

Tota I

(Per cent of GDP)

L22.3
-2L7.3
-95.0
-51.6

5.5

-I4I. I
9.5

45.9

34.6
3.2

-47 .9

(34.9)

177 .0
-270.2

-93.2
-57 .9

5.0

-r45. r
13.2
60 .6

22.5
i.2

-45.6

(16.r)

1.31 . 5

-242.2
-1.10 . 7

-54 .8
7.7

-157.8
30.7
9.9

-8.2
3.2

-t22.2

(s8.6)

I 1.8. s

-247.L
-r28.6
-61 .0

8.0

-r8r.5
22.8
-6.7

45. 3

-L20.2

(86.2)

88 .0
-r6t. I
-73.I
-51.6

3.8

-I 20 .9
18.3
-7.0

36.2

-73.4

( 40.0 )

103.8
-l 25.8

-22.O
-50.0

3.8

-68.2
24.7

-28.8

-26.2

-98.5

(-r.5)

Gross official foreign reserves
(end of period) (Mi,IIions of SDRs)

L5.2
28.9
18.7
6.4

20 .9
32.0
L7.2
5.4

,_,

28. r
29 .4

r3.4
24.7
r5. I
12. s

o:t

15.5
16.6

10.3
21.6
15.9
r0.5

10.3
t0.3

7.1
13.0
9.5
5.8

1.0.9
r3.3
7.r

10.3

o:u

25.9
26 .4

9.4
9.4

3.7
3.7

b/
b/

a/

b/

Special drawing rights.

The balance-of-payments data are provisi.onal estimates.

At end-June 1984.
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4. PubIic expenditure and income

240. Central Government expenditure started to increase rapidly after lg72/73.
Recurrent expenditure rose from Le 57 million in 1972/73 to Le 365 million
in 1983/84 and development expenditure from Le 1.4 million to Le 104 million, while
other expenditure (extrabudgetary spending) rose from Le 4 million in L972/73 to
nearly Le 72 million in 1980/81, after which it has declined, to an annual average
of Le 2l million in the L98I/82 to 1983/84 period.

241. The accrual of tax and other current revenues and of grants increased from
Le 54.6 million in 1972/73 to Le 272 million in 1983/84. Hourever, this increase
was less than the rate of growth of expenditures. Tax and duties on international
trade is a significant component of revenue and fluctuates as a result of both
chanqes in rates and the buoyancy of taxable exports and imports. The taxlGDP
ratio was 14.5 per cent in lg72/73, rose in L978/79 to 18.3 per cent, but declined
to 7 per cent in 1982/83 and to only 5 per cent in 1983/84. In view of the
potential tax base of the country, these percentages are Low, reflecting not only
low rates but also numerous exemptions as nell as tax avoidance.

242. As a result of developments in expenditure and revenue, the overall deficit of
the @vernment increased from Le l0 million in L9-12/73 to Le 270 million
in L982/83, before decreasing to Le I79 million in 1983/84. In retration to GDP'
the deficit was 2.7 per cent in L972/73, rose to ll-13 per cent during
1978/79-1982/83, and declined to about 8 per cent in 1983/84 and to a projected
6 per cent in 1984/85.

Table 37

Sierra Leone: Government revenue and expenditures

(MiIlions of Ieones)

l98L /82 L982 /83 r983/84 re84/8s A/

Expenditures
Recurrent
lreve lopmen t
Other
Arrears reduction

Revenues and qrants
Di rect taxes
Indirect taxes
llon-tax revenues
Grants

Deficit (as percentaqe
of GDP)

408. 3

248.8
94.9
23 .4
4L.2

206.3
43.5

130.8
8.9

23.1

12.9

409.0
25L.1
100.0
40.0
8.I

18I.3
43.4

100.3
I2.3
25.5

lI.4

469.3
365.4
103.9

27t.'l
74.2

L29.2
12.7
5s.5

7.9

48I.3
328. 3

108.0
10.0
35.0

273.9
49.8

135.r
n.a.
55. 0

6.0

Source: Government of Sierra Leone.

a / Budget.
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243. There has been a change in the structure of current expenditure. overall, the
share of expenditure on personnel (including wages and most allowances and salarygrants to prinary and secondary school teachers) rose from 54.3 per cent in 19T3/76
to 58.8 per cent in l9g3/94. Hoh,ever, in the case of some ministries which are
mainly engaged 1n development activities, the ratios between personnel expenditure
and total expenditure changed much more significantly: in agriculture and natural
resources, personnel expenditures increased from 39.9 to 70.6 per centt in public
works frpm 55.7 to 93.4 per cent, in transport and communications from 47.1 to
67.2 per cent and in education from 62.3 to 69.9 per cent. In health services
there uas a decline from 59.4 to 48.6 per cent, as a result of substantial payments
for supplies, although in 1982/83 the ratio was 5?.I per cent. Altogether, the
ratlo of expenditure on personnel in these five ministries rose from 59.I per centto 59.t1 per cent. Recurrent expenditure other than personnel costs in the
five ministries felt in real terms. This was not only because of the deteriorating
financial posltion of the Governoent but also because of the worsening foreign
exchange position of the country, which limited expenditures on imported inputs.
The decline in efficlency of the staff and work force has become increasinqly clear.
2tlzl . As regards development expenditure f rom the @vernment's own resources, thetightenlng situation is evident. In Lg75/76, development expenditure from locaI
sources was Le 15 million, of rrhich Le 6 million was counterpart financing.
In 1983/84, domestic development expenditure was Le 26 million, of which
Le 13 million was local. cost financing for externally financed projects. Even
here' all such local financing was derived from external sources, mainly from
STABEX payments and comnpdity sales. rn real terms local financing development
expenditure has shrunk greatly, resulting in a local cost problem, since all the
agreed counterpart funding for the externally financed projects could not beprovided.

5. Public debt

245. The deterioration of the financial situation of the Government an<! of the
external position of the economy as a whole was reflected in the monetary
aggregates. With the deterioration of the Governmentrs financial. situation, bank
financing started to increase in the mid-I970s. Since L976/77, the largest share
of the overall @vernoent deficit has been financed through net domestic rather
than through external borrowing.

246. In l97rl, internal debt was Le 44 million, 9 per cent of the GDp, Iargely in
the form of bonds in circulation and Treasury Bills. Advances from the Central
Bank of sierra Leone were only Le 4 million. At the end of June 19g4, the internal
debt of the Government stood at Le I,049 million, 36 per cent of the GDp. Most ofthis was held by the banking system. Advances were Le 25 nillionl rnost of the
Governmentrs indebtedness to the Central Bank had been converteri into @vernmentstock, of which Le 5?5 million was irredeemable I per cent stock. The very rapid
expansion in domestic debtr €sp€cially that of central bank financing, resulte<l
from the relatively slow growth in revenue in comparison with the expansion in
recurrent and extrabudgetary expenditures. This increase in debt has, in turn,
contributed to inflation and the serious weakening of the external position of the



A/ 40 / 441
English
Page 88

countryt net foreign assets declined to Le 692 million by 30.lune 1984.
In 1983/84, internal interest payments rdere Le 35.2 miIl,ion. During the year,
lnternal debt increased by over Le 200 million. An orderly and definite
improvement in deficit financing needs to be achieved in the near future.

247. Taking into account the effect of Ehe re-scheduling by the Paris CIub in
February 1984, it is estimated that the external public debt (disbursed and
outstanding) stood at 9{70 million at the end of June 1984. The debt service
obligations were projected to increase progressively from $70 million in 1985/86
to $99 million in 1987/88 before falling to $92 million in the next year.
The correspondlng variations in debt service,/export earnings ratio would be
45.5 per cent in f985/85, 52.5 per cent in 1987/e8 before a decline to
45.7 per cent in 1,988/89. These estimates of debt service do not include
obligations of the private sector and thus understate the total burden of external
debt on the economy.

248. The country's large debt-service obligations are due in part to the
unfavourable structure of the debt, in particular the high proportion represented
by non-concessional loans, mainly suppliers'credits, which have high interest
rates and short maturity periods of five years or less.

249. The large external debt, and the heavy burden of the debt service obligations
contribute to the weakness of the currency and undermine investor confidence. The
del:t service obligations projected above would be beyond the repayment capacity of
the @vernment unless adequate balance-of-payments support and one or more further
re-schedulings of the debt are forthcoming.

C. Special proqramme of economic assistance

250. An assistance programme composed of 7I priority projects, costing
9275 million, tdas presented in the report of the Secretary-GeneraL (A/38/2Il'
annex). Of these projects, 2'1, costing $I24 million, were consi.dered especialty
urgent. In addition, 18 other important projects with a total cost of $I95 were
identitied. As at mid-I984, less than 3 per cent of the resources reguired to
implement the priority projects had been mobilized.

251. A round-table conference of donors for Sierra Leone is tentatively scheduled
to convene in tlovember 1985. Documentation has been approved in principle by the
Government of Sierra Leone for the purpose of sensitization missions to major donor
capitals which took place from 5 to 14 June 1985. Based on the discussions during
these meetings, some additional unrk on the documentation was required and it is
now being f inalized. It ',ras also made clear during the sensitization missions that
an agreement between IMF and the @vernment of Sierra Leone t as an essential
ingredient for a successful round table. This may affect the eventual timing of
the conference.

252. The principal objective of Ehe round table will be to improve the climate for
aid flows through better mutual understanding and appreciation by the donors and
the representatives of the Government of the constraints and problems on both
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sldes. As a result of these problems rnost of the donor-assisted projects ancl
programmes are experiencing delays and other difficulties, and the level of donor
assistance to Sierra Leone has been fatling.
253. The conference of donors for Sierra Leone is not a pledging conference.
The volume of assistance from individual donors and the purposes for which it is to
be utilized will continue to be decided through discussions between the Government
and donors, exchange of delegations, and negotiations on individual projects and
programmes. Furthermore, the propirsed round table wiII be followed by rnore
detailed sectoral programme consultations and country reviews. A second round
table could also be organized in about tdo years.

254. The focus of the assistance programme is on rehabilitation and recovery of the
economy and is designed to complement the reforms in economic policies and
management. The programme is visual,ized as the first stage of a longer-term
six-year programme. The second phase is expected to be of larger size.

255. The needs of project and non-project external assistance, are estimatecl
at 9756 million. l,lon-project assistance inclu<les technical assistance, foocl ai.rl ,
balance-of-payments support and assistance towards meeting the recurrent costs of
maintenance and operation of infrastructure and social services. Almost one halfof the needed assistance is for balance-of-payments support, and meeting recurrent
and local costs.

XIV. SWAZILAND

A. Backoround

256. In response to a reguest received from the Government of Swaziland, the
Economic and Social Council, in its deci,sion 1984/105 of l0 February 1984,
requested the Secretary-General to send an'inter-agency mission to Swaziland to
assess that countryrs priority needs in the light of the cyclone damage incurred in
.Ianuary 1984 and its medium-term and long-term implications for the economy. The
report of that mission is contained in the report of the Secretary-General
(A/39/598), dated 23 october 1984, which describes the economic situation of
Swaziland and contains an assessment of damage that resulted from the cyclone. It
also provides details of the emergency response to the disaster and of outstanding
requirements for assistance.

257. Swaziland is a land-Iocked developing country of 17,360 sguare kilometres with
a population of about 600,000 and an estiflrated per capita in I9g2 of approximately
$us 880.r Bounded by lilozambique on the east and South Africa on the north, west
and south, Swaziland has three topographtcal and climatic regions: the high vetd,
with a ternperate climate, the middle veld, which is suitable to food crops, and the
Iow veld, which has a hot and dry climate and is subject to periods of protracted
drought. The majority of swazis reside in rural areas and are engaged in

t

As at I
The cnnetary

June 1985, the
unit in Swaziland is the Iilangeni (E) (plural: emalangeni).
value of the lilangeni was E I = SUS 0.50.
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subsistence farming and one third of the labour force is employed in the modern
sector. Six per cent of the labour force works in the mines of South Africa and
contributes to the economy through remittances. The economy is both dualistic,
being divided into a well-developed modern sector and a traditional sector, and
open, with foreign trade representing two thirds of the gross domestic
product (GDP).

Economic situation

258. Swaziland continues to experience a difficult economic situation owinq to the
compounded effects of: the l98l-I983 droughtr the January 1984 Cyclone Domoina,
reduced investment and the world-wide recession which remains particularly severe
in southern Africa. ReaI growth of the economy remains negligible, as it has been
since 198I, and per capita incomes are falling as the population grows by
3.4 per cent per year. Swaziland has a relatively high ratio of paid employment to
working age population (29 per cent in 1982), but this too is declininq and
employment generation has become a major priority of the Government. Important
opportunities exist for productive investment but the recent slower growth of
@vernment revenues and the burden of cyclone rehabilitation on the budget restrict
the ability of @vernment to support new investment from current revenues.

1. Central Government operations

259. The Fourth Development PIan (1984-1988) 'das approved by the Cabinet Iate
in 1984. The PIan forecasts that the economy wiII grow by 0.7 per cent per year
during the remainder of the PIan period, which implies a continuing annual faII in
per capita incomes of 2.6 per cent. Government revenue is targeted to grow at
I.5 per cent per year and the trade defibit is expected to widen, mainly owing to
the poor prospects for the price of sugar. In Iight of these conditions, the main
targets of the fourth Plan ares (a) greater efficiency and control over the use of
public funds, (b) stimulation of private investmentr (c) promotion of job creatlon
especialty through vocational training programmes and (d) the establishment of
productive agricul.tural employment opportunities in the rural areas. It is
estimated by the Covernment that it will take five years to complete the repair of
damage caused by Cyclone Domoina, and this is reflected in the 1985/85 capital
budget by a shift in the allocation of resources from the social sector to the
economic sector of approximately l0 per cent as compared with 1984./85.
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Table 38

Ssazilands Central @vernnent operations' 1980,/81-1985,/86

(IrtllionE of enalangeni)

L980/82 L98L/82 L982/83

1984/85
Pre].rmrnarY

L9g3/84 Budget estrmate

L985/86
Preliminary

buoget

Revenue anal grantE

Tax revenue
Non tax revenue
GrantE

Expenditure and net
Iending

Current expenditure
Capltal ex5nnditure
Net lending

Orrerall surplus
or deficlt (-)

Financing

Foreign

Grosa borrovring
Anortization

Donestrc Dolror'ring

Monetary
authorities

Banka
Other
Errors and

oniasrons

L34.2 g/ L82.L g/i63.3

r39.9
14.0
9.4

L42.2

84.5
45.3
L2.4

2L.L
21.1

-2IJ

6.2

(u.0)
(-4.8)

-27.3

(-2L.7't
(-7.8)
(2.2't

II9.5
10.2
4.4

L82.2

IO9.I
6r.9
LL.2

-39,:9.
-48..9_

48.0

6.3

(r2.3)
(-6.0 )

4r.7

(38.2)
(r.2)
(2.3)

163.3
23.4
5.4

r99.4

124.0
57 .7
L7.7

-r7..3.
-a3€

u.3

0.8

(10. 5)
(-e.7)

16. 5

(6.2)
(r0.3)

(-)

187.4

165.6
L2.7
8.1

203.0

L36.2
53.9
L2.9

-15.9
-19:9.

15.6

4.9

(14.2)
(-e.3 )

r0.7

(r.0r)
(5.78)
(r.21)

(r.2r)

2L5.2

L92.8
.l'6.0
6.4

224.5

149.8
6r.0
13.7

-e..3.
-!.€

9.3

-0.5

(r0.2)
(-r0.7)

8.8

203.0

186.7
14.0
2.3

236.6

156.8
58.7
2l.l

-33._9.
-3-3:9.

33.6

r7.l

(3e. 5)
(22.A',,

16.5

(-r. 7 )
(-)

(4.4)

229. L

203.9
r.3.8
ll.4

244.8

L57.2
80.4
7.2

'Ls.z_
-L5.3_

15.7

L6.7

(3s. e)
(Ie. r)

-1.1

Sourcer Data Provided by the gsazl authorltreE.

! Some E 30 nillron received fron the South African CuEtons Union rn 1982,/83 was
generated Ln I98L/82.
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260. The lntroduction of a sales tax in septeober 198{, at a single nominal rateof 5 Pcr cent, is proving to be a significant source of revenue. Houever, receiptsfroi thc southern African custons union continue to be the rnajor source of(bvernnent revenue (approxirnately tuo thirds) I the rate of growth of the receipts
haa rcoalned steble at around 5 per cent. Further efforts to improve the revenuebclc are planncd, focuslng on a revlston of fines, fees and othei rniscellaneousrttea, and loprovlng collection efficiency.

2. Balance of pavnents

261. Although the balance of payrrrenta uas favourable both in l9g3 and I9g{, this
vas ln Ierge ptrt due to apcclal factors rhich are unlikely to be repeated in l9g5or 1986r nanely, tn ertrernely large short-terrn capital inflos in 1983, whlch was
only partly rcversed in 1981, and a large loprovernent on current .ccount in t9g4orlng to dclays ln the arrival of irnports related to cyclone repairs, the sellingof Stocks of thc Svazlland cheoical lndustrlee and receipts of reinsurance claimsfor cyclone dernage. short-tern capitrl inflons continue in I9g5 under the
lntluencc of lovcr lnterest rrtes prevaillng outside the Rand npnetary area. Thecurrent tccount dcfictt before l98l vas financed by large infl,ous of investrnentctpital for both prlvete and publlc sectors aseociated Hith the major new projectsof those and precedlng years. uuch of the Governoent deficit since then has been
flnanccd by a run-doun in its cash reserves yhich is the equivalent to a reductionin the lcvet of foreign re8erves. Hence, the overall trend in the official reserveposltlon has been declining slnce l9??. Although the balance of payments is
sooeYhtt bcttcr then previous years, the dovnyard trend remains a oatter of concern
end indicates the need for overall restraint in public spending, diversificstion of
crports rnd batter prornotion of private lnvestment.



A/40/44t
English
Page 93

Table 39

suarilands suFnary Dalance ot payments, 1979-1964

(Utrlions of enalangenr)

L979 1980 l98r 1982 r983 1984

Current account balance

Trade account
ErportB, f.o.b.
Inports, t.o.b.

Servicea (net)
fransfera (net)

Goodg and eervlceg account

Ipng-tern caprtal (net)

Publr.c sector
Private aector

Ba3lc balance (A+C)

Short-tern capital (net)

Depoelt noney banra
Other snott-tern caprtal

lncludlng errora and
oolaalona

Ocerall bal.nce (A+C+B)

Reservea (lncrease - )
Central bank forelgn assete
Central bank forergn

liabilltieE
TO IUT
Other

@vernnent balances abroad
(hcrea8e - )

-lrr.g -18.3.

-176.5 -125.8
351.0 390.0

-527.5 -515.8
0. 5 36.0

119.0 7L.4

-r?6.0 -89.8

34. r 26.2

30.6 2s.6
'3.5 -l.r

-76.9 8.3

96._1 3I.8

1.7 -0.2

94.4 32.0

-9e..?.

-u8.7
203.4

-322.L
-r{.8
43.8

-I33.5

78.1

31.7
46.7

-11.3

6.0

3.1

2.9

-5.3

5.3
6.7

-0.3

-0.3

-r.1

-9!:!.

-1r9.0
286.9'

-405.9
-27.3

88.0

-r46.3

29.4

15.8
13.6

-66.6

8u.4

4.4

84.0

2t.8

-2r.8
-8.5

-0.8

-0.8

-L2.5

-190..9.

-LO?.7
3{0.3

-448.0
-35.1

62.6

-142.8

41. I

r0.5
30.6

-5e.7

37.2

-2.4

39.6

-22.5

22.5
20.0

-6.4

-6.4

8.9

-9-?:.9.

-r07.6
368.4

-476.0
-42.4
109.5

-150.0

52.7

20.8
3r.9

-30.3

24.6

-1.0

25.6

-5.7

5.7
-8.7

0.7

0.7

13.7

19.2 40. r

-19.2 -40.1
-39.0 -14.6

r0. 5

10.5
4.9 -t.l

4.4 -4.2

egggs Central Banlt of Snaziland.

t...
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3. Sectoral reviews

262. ACtlcultural production showed a marked improvement in the 1983-1984 season
uith record crops in maize, sugar and pineapples. Table 40 shows the major food
crops gronn beteeen t9?8 and I98{ on Swazi Nation tand, mainly maize, and the major
crops of individual tenure farns, nainly sugar. Maize production reached
It0r000 tons as conpared to 511000 tons in 1,982183. Preliminary estimates of the
1984/85 maize crop are approximately 90,000 tons or 70 per cent of total demand.
As in previous years, the deficit will be made up by purchases from South Africa
through noroal commerci,al channels.

263. Sugar production reache<l 380,000 tons in l9B3/84 and 402,000 tons in Lggq/gl.
llorever, the fatlinq price of sugar and the declining proportion of the crop being
sold under guota or to protected tnarkets has resulted in a reduction in revenue for
the industry.

264. PineaPPle production also continues to grow steadily and world prices have
improved slnce 1983 owing to reduced supply from other areas.

265. Total production in citrus has shoun a doynward trend in recent years and the
1983-1984 crop uas serlously af fected by Cyclone Dormina. Cotton, howeverr has
made sooe recovery since the 198l-1982 droughtr but production is still below
earller years. It ts expected that the planned textile mill wiII stimulate
prdluct lon.
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Table 40

Swazilands aqricultural production

L978 /79 L979 /80 r980/8 r LgeL 182 L9e2/83 1983/84

(Thousands of metric tons)

Food crop statistics for Swazi Nation fand 1978 /79-L983/84

Maize 97.5 96.7 93.? 61.8 5I.3
Sorghurn I.6 1.6 I.I I.l l.l
Beans 1.1 0.3 0.9 0.7 0.7

Ground-nuts 1.5 1.3 0.6 0.5 0.5

!/

Major

Sugar cane

Cotton

Pi neapples

Rice

Maize

Citrus fruits
TOIA I

individual tenure farms

2 195.9 2 782.1

9.2 10.9

1978/79-L983/84 2/

3 249.7 t 49I.7

5.9 {.1

crops of

2 242.4

6.9

29.9

5"0

I0.0
62.4

2 3s6.6

27.6

0.1

8.8

57.4

29.1

0.9

9.0

56.5

30.0

0.9

t4.7

0.3

9.0 9.0

53. {

110.0

0.5

o.2

2.6

3 562.3

8.1

38.1

0.2
0.6.

46.I.
3 660.82 299.3 2 898.r

58.5

3 354.0 3 593.2

Source: Data provided by the Government of Ssaziland.

a/

b/

Estimated figures.

Crop year beginning

Precise crop years

I September.

vary.
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266' wood pulp has been the second major export (after sugar) since 1929.
Production in 1984 was a record l80rO00 metric tons and prices also resumed an
upward trend in 1994. sawn timber accounts for less than 4 per cent of totalexports and demand in the sub-region remains slack.

257' The manufacturing industry is dominated by processing local agricultural andforest products. Recessionary forces in the region aggravated by droughtconditions in 1982 and 1983 saw reductions in africulturalry-based manufacturingindustries such as cotton ginning and meat processing. The chemical and fertilizerplants experienced Particular difficulties following a marked decline in demandbecause of the drought and the fertilizer plant which ls teopotorily closed down.
The number of new firms in the country has also fallen during the recent past,reflecting the impact of the incentives package offered in South African
"homelands". However, a marginal increase in manufacturing output was experlencedin 1984 following the inauguration of a brick manufacturing company. Althoughproduction in 1984 was insignificant, sources suggest that the works could berunning at full capacitY (I million bricks per week) by mid-I985. prospects forthe manufacturing sector in 1985 and beyond will be further improved by theimplementation of two other important industrial projects, namely, a cottonspinning mill and a shoe factory.

268' rn a concerted effort to compete with the incentives offered in the homelands,the @vernment has introduced a new package of financial incentives forinvestment. AII new firms in manufacturing industries not previously repreeentedin swaziland are, under certain con<litions, exempted from Company tax for the firstfive years of operation. For new firms in existing industries and for expandingfirms, the system of arlowances is to be made more favourabre. These meaaures nereintro<luced in the l9g5 budget speech.

269' rn the mining sector, there had been improvement since 1983 owing to increasesin the val,ue and volume of sales of both coal and asbestos, despite declines in theproduction of both minerals. In 19g4, honever, foreign exchange earnings fell toE 18'1 million, mainly because of a decrease in asbestos exports. Howeverr coclexports showed an increase following a rise in production. Diamonds were alsoexported following successfur exproration efforts in previous years.

27o' rn the transportation sector, the Government has signed a loan agreement withthe t{or}d Bank for 98.6 mil,lion to support the road rehabilitation programme thatis being undertaken following cyclone Domoina. The project will assist inrepairing about 700 km of main roads and approaches to key bridges and 500 km ofdistrict roads. The project is being supplemented by usArD (united states Agencyfor Internationar Development) (3I.06 milrion) and the covernment of the u"i;;J-'Kingdom of Great Britain and lforthern Ireland, which has undertaken thereconstruction of one of the nrincipal damaged bridges (Big Bend).

27I ' The project for expanding l.latsapha Airport is expected to be compreted in 19g6and the northern rail link is scheduled to be opened late in 198s. t{hen the latterhas been completed, it is foreseen that swaziland Railways will once again be ableto break-even in its operations, although phuzumoya Bridge on the southern link to
'iouth Africa still has to be repaired. The Luphohro-Ezulwini hydro-electric schenenas been completed,:tal the result that Swaziland is now approxioately ?0 per centself-suffrcient in electric-power generation. 

/...
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272. Eclucation and training continues to take the largest single share of the
recurrent budget (24 per cent). The principal new capital expenditure foreseen in
this sector during the Plan period is the construction with the assistance of the
European Economic Communlty (EEc) of a neu Vocational Training centre at l'!,atsapha.

2?3. The health sector budget is also to be slightly increased in 1985/86 in an
attempt to remedy the currently inadequate funding of hospitals, especially in the
area of drugs. The emphasis of preventative health programmes continues to be in
the oaternal and child health sector and in the control of infectious and
water-borne diseases. Potable water supplies currently reach 80 per cent of the
urban and {0 per cent of the rural populations. The Rural water Supply Board
continues its programme in the rural areas and a recently approved UNDP project,
financed from the United Nations Emergency Operations Trust Fund, makes available
an additional S750,000 to provide potable nater to an additional 251000 people.
This project will focus particularly on the needs of drought prone areas where
surface uater supplies dried up completely during the I98l/83 drought.

274. In the housing sector, no new initiatives are planned until a national housing
policy has been formulated.

B. Special programme of econco:i9_ JSs:Lstance

275. The special economic assistance programme consisted of. 23 projects in
five sectors aimed at repairing and reconstructing Swazilandrs infrastructure
resulting from the cyclone and flood damage: nine projects in roads and bridges
rehabil'itation at a cost of E 39.5 mitlion, five projects in agriculture at about
E Il.2 million, two projects relating to poner at E I.2 million, four projects
in water supply at E I.l million and three projects in public facilities at
E 1.7 million. The total amount of funding reguired was estimated at
E 5{.7 nillion. In the following paragraphs, infornation provided by the
Government concerning some of the assistance received after the appeal for
emergency assistance has been summarized.

Hous i nq

276. The United Nations Centre for lluman Settlements sent a consultant for
six seeks in February-l,larch 1985 to undertake a more detai led assessment of damage
to housing and settlements caused by Cyclone Domoina. The consultantrs report
estimates that approximately 4,500 homesteads and 30,000 people rrere affected by
the cyclone. Houever, as tmst of these homesteads harl been constructed from
traditional materials, the repairs or reconstruction required were undertaken fry
the occupants on their own initiative in the months following the cyclone. No
significant assistance has been received in this sector.

Rai lwavs

277. Reconstruction of bridges, embanltments and of tlre permanent railway was
undertaken by the Swaziland @vernment in the months following the cyclone at a
total cost of E 6.5 million. Unfortunately, the temporary bri<!ge that was
constructed over the Usutu at Phuzumoya rras washed away by heavy rains in

/...
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l'ebruary 1985 with consequent disruption of the southern rail link to
Richarrls Bay. llowever, the Danish International Development Authority (DANIDA) has
now approved an interest free Loan of E 6 million for the const,ruction of a
permanent bridge at Phuzumoya.

Roads and bridges

218. Immediately following the cyclone a programme of short-term rehabilitation
works was undertaken. This operation involved such activities as the erection of
the three Bailey bridges, supplied by the United Kingdom, reconstruction of
sections of roads, and repairs of washed away approaches to bridges and culverts.
An important feature of this programme was that it catered for protection works
that ha<l to be effectecl prior to the coming of the 1984/85 rains so as to avoid
further deterioration of the already weakened network. The work was carried out
either using the roads branch force or short contracts. The expenditure is
estimated at E 6,375,000. The permanent rehabilitation projects for which funding
has been secured and the works that are in progress are described in the following
subparagraphs:

(a) Mkhondvo to l,tahamba road rehabilitation projects: a loan of
E 6.06 million has been obtained from the African Development Fund (ADF) for the
rehabilitation of the damaged road and the building of an ll km access road to
Ittatikulu. The consultants were appointed in January I985. Tender documents have
been completed and are awaiting clearance €rom ADF. It is planned that tenders
wiII be returned in mid-July and construction works to commence in August 1985.

(b) Birl tlend Highlevel llridge: the Government of the United Kinqdom has made

a grant towar(ls the reconstruction of the highlevel bridge at Big Bend to the
amount of E 4.8 million. The consultants rdere appointed in December 1984. Design
and site investigations are progressing according to plan. Tender calling is
scheduled for the end of May 1985 and the construction contract is expected to be

awar<ie{ in early August 1985. According to the work progranme, it is anticipated
that the bridge witl be open to traffic before the 1986/87 rains.

(c) Nsoko Road Bridge: the Danish @vernment has provided a loan of
E 3 mitlion for the design and construction of the road bridge at Nsoko. 'lhe loan
has been approved and appclintment of consultants is being finalized. The design
and construction perto<i is assessed at 16 months. Completion is therefore expected
before the rains in 1987.

(d) Road Rehabititation Project: a loan amounting to E 16.3 million
($US 8.6 million) has been secured from the WorId Bank for the rehabilitation of
about ?00 km of main roads and 500 km of district roads to pre-cyclone condition.
The loan agreement was signed in February 1985. The programme has been split into
trro parts. Consultants have submitted proposals and the assessment is beinq
finalized. The programme is spread over a period of. 24 rnonths.

(e) Improvement of plant availability; USAID has provided a grant of
$US 750,000 to assist in the repair of plant and vehicles in the Roads Branch to
improve the prevailing low availability. This provision for plant repair' together
with two rehabilitation engineers, will assist in the rehabilitation of some 300 km
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of district roads over a period of two years. At the same time, it was recognized
by several donors that technical assistance would be required to strengthen the
Roads Branch of the Ministry of l{orks and Communication if the reconstruction work
was to be carried out effectively. The technical assistance so far obtained is as
follows:

(i) Rehabilitation Programme Advisor: UNDP/UItD (Department of Technlcal
Co-operation for Development of the United Nations Secretariat) funded an
advisor to the Ministry of Works to complete the preparation of the
rehabilitation programme and follow up implementation. A fellowship for
the Acting Chief Engineer of the Ministry is also being providedl

(ii) Rehabilitation engineersr USAID has provided two engineers to assist in
the rehabilitation programme. The district and rural construction teams
have been reinforced and reorganized into four independent units, each
engineer being responsible for two of theml

(iii) The United Kingdom/Overseas Development Agency (ODA) supplemented
engineers: the ODA is providing salary supplements for the posts of the
Senior Roads Engineer and the tlaintenance Engineer who will be devoting
more of their time to routine maintenance and development projects.

Aqriculture

279. It should be notert that a detailed programme for the assistance reguired to
rehabi,li,tate the agriculture sector had not been drawn up at the time of the
Inter-Agency Mission's vi,sit to Srraziland. Consequently, the mission report does
not cover atl the areas in the agricultural sector affected by Cyclone Docpina.
The situation in the priority areas is as follows:

(a) The Foot and Mouth Disease protection fence on the !.lozambique border is
critical to the weII-bein9 of the livestock industry. Initial estimates for its
repair were E I75,000 but it has since emerged that this figure is far below the
real costs owing to t,he damage to access roarls. The fence had been constructed by
the EECI E 45,000 from savings against the original allocation, plus an additional
crrant of E 90,000 have been made available by EEC for rehabilitation of the fence.
Of this aoount, approximately E 50,000 has already been utilized to purchase some
fencing material for repairs, but the balance cannot be spent until a considerably
larger amount of rooney is available for rehabilitating the access roads. It is now
intended to engage the services of a consultant who would draw up a cost, estimate
for this programme and seek the funds required from EEC or other donors. The
PubIic Works Department has been requested to draw up the terms of reference for
th i s consu I ta ncy .

(b) The majority of the agricultural feeder roads constructed under the first
two phases of the Rural Devel,opment Areas Programme (RDAP) were damaged by
ftcprlittn, but to date no funding has been received for rehabilitating these roads.
An FAO (Food and Agri,culture Organization of the United tlations) Investment Centre
project identificat,ion mission, which will draw up the terms of reference of the
new phase of RDAP, is visiting Swaziland in May-June 1985 and will address this
issue.

/.-.
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(c) widespread damage to dams and irrigation systens was caused by Cyclone
Domoina and 75 small farmers were identified as having Iost their pumps and
delivery systerns as well as pipes and pump houses. These farmers uere reguired topay 25 per cent of the rehabilitation costs while the balance of ?5 per cent was
contributed by usArD. However, the Ministry of Agriculture confirmed that a numberof other farmers were similarly affected who did not receive any assistance of thistype. Ad hoc repairs have been undertaken on some of the other dams and irrigation
schemes from @vernment funds but no assistance has been received for this
progranme.

(d) while some repairs have been made to the approximately 300 dip-tankg that
were silted up or damaged by the floodsr there has been no comprehensive programoe
and no assistance from external, sources.

lfa ter supplv

-

280. Following an assessment of the damage caused by the cyclone on uater supply
systems, the Rural l{ater Supply Board reported that 20 eystems in the areas ofriver intakesr PumF houses and pipe lines nere aeverely damaged. Of these, flve
had still been under construction. In June 1984, the Canadian Internatlonal
rreveloprnent Agency (crDA) approved a contribution of Sus ISgro0o to support the
reconstruction of ll Rural !{ater Systems. AII the work has been completed. An
additional amount of E 78,000 was approved by the unitarian Service Committee of
Canada in September 1984 for repairs to other cyclone damaged systems in the rural
areas and the work has also been completed. The t{ater and Sewerage Board, uhich ls
responsible for servicing urban areas, reported substantial damage on four dams,
one treatment works, one pumping station and six motors and two pipe bridges. Thetotal estioated costs of repair was E 640,000. The Canadian Government through thettnitarian Service Committee of Canada has contributed EUS l3?,OOO for this purpose
and the balance was financed by water and Sewerage Board Maintenance. All repair
works have been completed. The @vernment has approached EEC to consider financing
a reconstruction study for the 35 gauging stations uhich were destroyed by thecyclone. It is anticipated that the study will commence in.lune 1985. In the
meantime, USAID has approved a grant of $uS 22o,oOO for the supply of equipment.It is estimated that approximately E I million will be reguired for the actual
reconstruction work, namely, for replacing the weirs, instrument touers,strip-chart recorders and telemetry stations. The actual figure wiII be confirmed
upon completion of the study.

281. Other areas of rehahilitation include:

(a) llealth clinics: the uater supply systems for nine clinics were
irlentified as needing a major repairS this has been undertaken by USAID at a total
cost of E I30,0001

(ll) Education! repairs to schools and other educational institutions have
mainly been undertaken by the @vernmentl a grant of SUS 50,000 (E 100,000) was
given by the United Nations Educational, Scientific and Cultural organization
(uNr:sco) for this purpose to offset the costs to the Governmentt
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(c) Powers reconstruction of damaged sub-stations and power lines has been
undertaken by the Swaziland Electricity Boardl

(d) Telecommunicationss repair costs of the damaged telephone network have
been absorbed by the Department of posts and Telecommunicationsl

(e) Public buildinqs: repairs to public buildings has been undertaken by the
Government.

Table 4I summarizes the response of the international community as at I June 19g5.
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'table 4l

Swazllandl international assistance received under the
special economic assistance proqramme

(tli I I ions of erna langen i )

Estimated
cost

Arnount of
fundi ng
received

A. Roads and bridqes
Biq Bend Bridge
Nsoko Eridqe
Trelve rna jor bridges
Grand Valley Road
Ita jor road repa i rs
Gravel road rehabititation
l'oot-br idges
Flu i pment
Technical assistance

Aqriculture
t'cxrt-and-mouth disease fence
Agricultural feeder roads
Dans ancl irrigation systems
Dip tanks
Agr lcultural inputs

Pouer
Luphoh Io-Ezu lw i n i
Transmissi,on repai,r

l{a ter supply
Rural uater suppty
Pumping stations
Lusoti Dam

River gauginq stations

Public facilities
Itealth clinics
Schools
PubIic buildings

B.

c.

D.

E.

5.0
1.9
3.0
4.1
{.0

l2 .0
0.s
3.0
6.0

39.5

0.2
4.0
5.0
t.0
I.0

tl.2

0.6
0.5
I.2

0.2
0.1
0.4
0.4
t.I

0.3
0.4
1.0
1.7

4.8
3.0

5.r

L7.7

1.6
33.2

0.2

0.2

0.1
0. t

0.2

f}:g

0.1

0.2
0.3

54.7Tota I
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XV. VANUATU

A. Backqroun4

282. In its resolution 38/2LB of 20 December 1983, the General Assembly expressed'
concern at the severe constraints on the economic developoent of Vanuatu,
particularly those ensuing from its geographical isolatlon, and also at the
continued structural imbalances in the econorny of the country, particularly its
overwhelming dependence on imports. Further, the Assembly requested the'
Secretary-General to mobilize the financial, technical and econornic assistance of
the international community uith a view to rneeting the short-tern and tonq-term
development needs of Vanuatu. Pursuant to that resolution, the Secretary-General
dispatched an inter-agency mission to vanuatu in June l9g4 to consult rrith the
(bvernment and to prepare a report on the country's urgent developoent needs. The
report of that mission lA/39/388, annex), dated 24 August 1984, describes the
economic, financial and social conditions of vanuatu as of early t984 and presents
the country's reguirements for development and its high-priority needs for external
ass i sta nce .

283. Vanuatu is an archipelago of some 80 widely dispersed islands stretching in a
north-south direction of some 850 kilometres. It is located in the south-uest
Pacific Ocean, approximately 800 kilometres from Fiji in the eastr gO0 kilonetres
fron the Solomon Islands to the north-uest, and {00 and 1,750 kilometres from New
Caledonia and Australia, respectively, in the south-rdest. The land area of sooe
L2,200 square ltilometres is unevenly distributedl the eight Iargest islands -
including Espiritu Santo (about 4r000 sg km) and Malekula (over 2,000 sq km)
account for about 85 per cent of the total land area.

284. Until July 1980 when it became an independent countryr the Republlc of vanuatu
was governerl as the Condominiun of the Neu tlebrides by France and the United
Kinqdom of Great Britain and t'lorthern Ireland. For 7rl years this involved three
administrative and tr,D legal systems

285. Since in<lependence, the @vernnent has been faced with the fornidable tasks of
integrating the previously separate administrations, fostering a senlre of national
unity and an effective local government systen through the It adrninistrative
centres, obtaining and retaining the finance and skill,s needed for developoent and
overcominq the constraints ioposed by the wide dispersement of the islands and the
nature of the terrain.

285. The population of Vanuatu (known as Ni-Vanuatu) is estimated to be 127,800.
It is conposed prerlominantly of people of Melanesian stock. The Constitution
rleclares the national language of the Republic to be Bislama, a form of pidgin
spoken throughout the islanrlsl the official languages are Bislama, French and
Enqli'sh. In arldition, some 40 languages are stitl spoken by the settlenent
communities.
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B. Economic situation

t*

287. The development objectives and strategies of the Governnent renain
substantially unchanged and are as stated in the First t{ational Developrnent plan
for 1982-1985 (FNDP), namely: (a) promoting balanced regional and rural groutht
(b) promoting fuller utilization of the country.s agricultural, hunan and other
resources and of the private sector, (c) encouraging the contlnuing grouth of t
national entrepreneurial classt and (d) preservation of Vanuaturg cultural and
environmental heritaqe and the progressive attatnraent of the long-tern goal of
national reliance. Following a mid-term review in January 1985, the FNDp ras
updated, and the document was published, taklng lnto account the rbst recent
statistical data available.

288. At its twenty-first session in Nerr york ln April 1985, the Conoittee for
Development planning considered the application of vanuatu for inctusion ln the
list drawn up by the United Nations of the least developed countries and concluded
(see E/I985/29, para. f15) that Vanuatu gualified for inclusion in the llst.

2. Incone

289. Real incomes for 1984 are estinated to have grown by { to 5 percent over 1983,
although no detailed surveys have been completed. For 1995, econornic activlty utll
be affected by relief and reconstructi,on follouing tso oajor cyclones in January.
Incomes are not likely to increase because of the widespread danage to rgricuttural
crops including copra, the major export.

290. Tourism is also showing a decline in 1985 shich could be due to the rapid
decline of the Australian dollar or to the political instabitity in lleu Caledonia.
Tourists from Australia (the major source) often conbine their tours to these
adjacent islands, and may be postponing trips or golng elseyhere because of the
present unrest. The Governnent recently devalued the natlonal currency, the vttu,
by 9.5 per cent in order to encourage the tourist industry. As at I August 1985r
the exchange rate was $US I = 109 vatus (vT).

291. The Government and the Asian Development Bank have recruited a national
accounts statistician who is presently undertaking surveys rhich rill result in
vanuaturs first united Nations systeo of National Accounts GDp and GNp esttrnates.
It is intended that GNP estimates will be disaggregated by ethnic population groups
in order to shed liqht on the extreme dualisn which presently is found in the
country between rrhat is known as the "expatriate comrnunity"nd the indigenous
population. The eork of this expert is part of an l8-rbnth project and the first
comprehensive set of estinates of GDp and GNp yill not therefore be available untll
obout June of 1986.
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3. Internatlontl trrde and balance of Davoents

292. Erports of copra roae to over r[61000 metric tons in I98r0, an increase of
nearly 20 per cent. Prices recelved were relatively high and there u.s tn increase
in the guality of copra ouing to superior drying nethods. The result urs aprs than
a doubllng of coprr export earntngs.

Table {2

v.nurtur principal cornponents of rnerchandise exports 1980-1981
(Value in mlllions of vatut volume in netric tone)

1980 l98l I98 2 1983 l98l

ttotal erports (f .o.b. )

Ib.oestlc exportB: value
Cocoa: value

volune
Copra: value

volune
Beefr value

volune
Coffee: value

volune
Others: vatue
Rc-erportBt value

2 149
880

93
723
s92

27 000
75

366
7

5{
I! 3

I 569

833
402
ll6
9{{
070
000
!60
80{

8

6l
l8

{30

2

I

I
47

2 20L 2 9{0 { 300
L 027 I 781 3 128

s6 I82 t ll
s{8 I 232 ?81
708 r 308 2641

35 000 39 000 16 682
18{ 192 la2
776 I 05{ 612

252
7 133 ll

77 9{ 207
I t7{ I t59 I 173

sourcetNationalPlannlngandstetisticaloffice,@.

293. For 1985, exports rre expected to fall back to the 1983 level or even louer
because of extensive cyclone danage to coconut trees in the northern islands of
Vrnuatu Iast January.

29{. The balance of paynents is characterized by a persistent trade deficit, yhichr
to a large extent, is being offset by surpluses in the services tccount. In
addition, international assistance received has helped vanuatu naintain a
favourable balance of payoents.
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Table 43

Vanuatu: balance of oavments 1980-I984

(Mi I t ions of va tu )

t980 l98l I98 2 I98 3 1984

Exfx)rts (f .o.b. )(bnestic exports
Re-expor ts

Imports (f .o.b. )

for home consumpt.
for re-export

Trade balance

Services an<l investment income
(Net)
Cr e<l i ts
Debi ts

of whichs tourism (net)

Net transters

Current balance

Capital account (net)
Iong-term (includine
reinveste<l earnings)
Identified short-term

Ilasic balance

l:r rors an<l omi ss ions
(including uni<ienti f ied
short-term capital)

Overatl balance t 409 2 873

2 449
880

t 569

4 sl9
3 269
I 250

-2 070

267
966
699
836

2L2

t 402
I 430

'0 698
3 569
I I29

-t 866

807
3 309
2 502
t ls5

3 934

2 875

2 875

2 20L
I 027
I 17{

5 l8'l
4 210

974

-2 983

793
4 027
3 234
I 930

3 354

2 940
t 78I
I 159

5 8I5
4 803
I 012

-2 875

t 036
4 L22
3 086
2 068

3 l6s

I 326

560

780
-220

I 886

4 301
3 I28
I 173

6 056
5 272

784

-I 7s5

I 37s
4 s5I
3 186
2 2L0

3 300

2 920

85s

880
-I5

3 78s

2

2

I 409

t 409

t I74

810

620
190

t 984

86t

2 845

-705

t I8t

-982

2 803

Source: Central tlank of Vanuatu.
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295. Early in 1985, it was announced that British budgetary asstslance was to be

terminated, possibly due to a combination of financial constraints ln Britain and

good export performance in Vanuatu during I98{. After the disastrous cyclones in
January 1985, however, a review of the first declsion resulted in a retention of
100 million vatu of the 1g0 million originally anticipated. whether any such

assistance wiII be forthcoming in 1986 is unknown at this time. The budqetary
contribution from the French @vernment is normally expected to rnatch the British
contribution, but this year it coul<l be as high as 185 million vatu, which was the

Ievel originally expected from both ex-colonial powers.

296. Special cyclone relief and reconstruction assistance from nrany aid donors

during the first half of 1.985 will also contribute favourably to the balance of
payments.

4.

297. Impcrrt duties remain the largest
share in total revenue for 1985 being

Finance

revenue source, their estimated relatlve
4I per cent.
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Table 44

Vanuatu: sources of public receipts, I98l-I985

(Mi I I ions of va tu )

!/

I9 8l r982 1983 1984
(estimated)

198 5

lbta I revenue
Tax revenue

Import duties
Export duties
Turnover tax on hotels etc.
Business and other Iicences
Company and shipping

registration fees
Land registration fees
Ai.rport and wharfage taxes

Itbn-tax revenue
Interest and rents
Posts and telecommunications

Other revenue
Grants and grants-in-aid
Transfers from reserves c/

2 37I
I 0t6

710
I30

94

52
I

29
305
I57
t48
I5l
899

485
26L
901
9I
63

lI5

65
I

26
304
I4I
163
r63
743
l3

2 827
L 787
I I72

I29
lr5
I95

96
30

43
342
135
206
2L4
/t90

2r7
98s
330
r46
I3s

t25

{9
32L

92
224
349
285
277

2

I
2 508
r 393

964
87

rl0
lI6

55
t6
34

302
L23
179
I99
600
14 d/

3

I
I

)

)

)

)

b/

Sources: Ministries of Finance, Commerce, Industry and Tourisn and theCentral Bank of Vanuatu.

Components rnay not always add up to totals due to rounding.

This amount is still under negotiation.

Amounts shown broadly represent annual deficits.

The actual figures are likely to show that the 1983 budget was in surplue.

298. Expenditures for general administration, education and health continue to
al>sorb a Iarge share of the @vernment rs spenrting, arrrrunting to over ?5 per centin 1985.

a/

b/

c/

d/
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Table 45

Vanuatur c.omponents of public expenditure, l98l-1985

(ul I I ions of va tu )

I98 r r982 I98 3 1984 1985
(estimated)

TotaI expenditure

Public aervice
General admlnlstration
Educa t lon
Hea I th
Transport, communications
and publlc norks

Miscellaneous and other common
ge rv ices

Debt and interest payments

Grants and subsidies

Transfers to reaerve,
co-operative federation and
Iocalization fund and
unallocated b/

2

2

37I

029
{87
608
275

457

202

69

I93

{85

402
667
629
353

542

2II

6l

22

5I0

428
735
679
338

523

Is2

62

20

827

723
855
729
389

57r

I79

7I

32

3 2L7

3 077
I ls3

766
389

589

I80

I05

35

2

2

2

2

2

2

a/

c/80

SggIEgt Ministries of Finance, Commerce, Industry and 'Irourism and the
Central Bank of Vanuatu.

a/ Including reduction of 58 million VT in public service expenditure.

b/ Anpunts shorrn broadly represent annual surpluses.

c/ The actual figures are likely to show that the 1983 budget Has in surplus.

299. The price increase for lotr income consumers in urban areas was J.6 per cent
from the fourth quarter of 1983 to the corresponding quarter in I98{. For high
income consumers the rate uas 5.? percent. The probable reaslon for these low
rates, in spite of an approximately 5 per cent revaluation of the vatu in
March 1984 is that the exchanqe rates of tlre currencies of some of Vanuatu's major
trading partners fell substantial Iy dur ing the year.
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C. Special development projects

100. As notedr sPecial cyclone relief and reconstruction assistance has beenreceived from many ai<l donors <luring the first part of 1985. with regard to the
35 special development projects costing S?4.6 mitlion, which brere proposed by theq)vernment for financing by the international donor community and Iisted in thereport of the Secretary-GeneraL (A/39/388, annex) the @vernment has reported thefotLowing progress with respect to each of these projects!

(a) Aqriculture

A-1. Tanna coffee development (estirnated cost: g?45,000). The
@vernment has sought equity share in the company from the Caisse Centrale rle
ccnp6ration Economique (cccE) , whose response is awaitecl . If the request isapproverl, the funds will be made avatrable in the form of a soft
(4 ' 5 per cent) loan. The @vernment has been unable to obtarn grant f un<is forits equity contritrution.

A-2. Sbuth Santo cattle development on Espiritu Santo (estimate<l cost:
92.0million).Arequestforthe@vernme@ipationinthe
project is being sought from the Australian Joint-venture Scheme. A loan fromthe Asian Development Bank (ADB) is being sought to meet the Companyrs loan
r etlu i r emen t9 .

A-1. nspiritg g.?nFo and Vpnua Lava industrial forest plantations
(estimated cost: s630,000). l't1e ADB c trre
f<>restry sector in Vanuatu in Iate I984. Among other things, the study
c<>nclude<l that a commercial plantation in Espiritu Santo (not vanua tava)
would be financialty viable. A team of consultants, funrled by the European
llevelopment Fun(l (EoF) , is presently in vanuatu carrying out a detai, tedproject f<:rmulation and appraisal exercise. Interest in funding the project
has been expressed by several multilateral ancl bilateral airt aqencies.

A-4. Establishment of a copra crushinq mill (estimateri cost
$4.94 mitlion). A feasibility stuay wa.s carrie<l out at the enrl of 1984 by al{est German oilseeds company. The sturly showe<l that a copra-crushing miltproject would provide a high financial rate of return. The company has
offere<l to provide equity investment in the pro'tect. The covernment iscurrently reviewing the feasibi lity stucly.

41. DeYeIopPerJt of oceanic fisheries in Vanuatu (estimate(l cost
$50'000).InforrnrItliscussionsffieJaPaneseGovernment()n
thi's project. The Government is currently reviewinq the project before
formally seeking assistance from Japan in the provision of a vessel.

Lg,. Tanna island honev (estirnate(l cost $115,000). Discussit:ns on thisproject have been held with FAO. The Government plans to request FAr)'s
assistance, untler the SmalI Projects Programme, to fund a study durinq l9g5into the feasibility of developing honey pro<iuction in any of the islanrls of
vanuatu. It is hoped that any development proposal resultinq frorn the stu6y
could be implementert during 1986. 

/
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A-7. Nati,onal Iivestock ,atll_gpp_Ll (estimated cost: $525,000). A

multi6no.fficeandtheAustra}ianDevelopmentAssistance
Bureau (ADAB) ), multidisciplinary review of the livestock sector is currently
being carried out. The terms of reference of the review include the need to
investigate current water supplies for cattle in the country an<t to draw up
detailed proposals for any new investments'rhich are required. tt is expected
that any such proposal resulting from the revien rrill subsequently be funded
by one of the donors represented on the team.

(b) Transport

T-I. Bauerfield International Airport upqradinq (estimated cost
$If.l5 million). The Government, in January I985, formally accepted the ADAB

otfer to provide A9 3 million (plus escalation) for the urgent repair of
failed and weak areas of Bauerfield and to provide 35-{0 mm resealing to bring
the pavement to a maintenance-free conditlon for the operation of Boeing 737
aircraft. The ADAB offer is restricted to uork on the present runrray lenqth.
Materials investigations, cost estlrnation, implementation, planning and desiqn
wiIl, however, delay implementation of the works until about June I985. The
Government is currently having discussions with interested parties on possible
assistance with the runway extension.

't-2. Santo Port, - copra storaqe she<t (estimated cost: 3650,000). ADAB
has inrlicated its intention to fund the replacement of the copra storage
facitities at Santo after the sheds sustained further damage during the
January cyclones. work is expecterl to be completed during 1985.

'f-3. Santo Port upqradinq (estimated costr 32.07 rnillion). The project
"Phase I Wharf Development" (replacement of the main wharf by a 40 metre wharf
plus berthing dolphins) was approved by the (bvernment early this year. The
wharf development has been inclurle<l in Vanuaturs first African Development
Bank/worId Bank multi-project loan request. A wharf engineering and design
study should be completed this year with the uorks being implemented under the
1987 multi-project loan (with CCCFI co-financing).

T-4. Replacement craft for Roena barqe (estimated cost: $900,000). The
Government is studying a recently received l]nited Kingdom funded report which
examines options to refurbish or replace the Roena. The Government of the
tJnited Kingdom has indicated its willingness to assist in funding.

T-5. Aqricultural feeder roads (estimated costs
has been no recent progress on this prolect.

$5.5 million). There

'f-6. Port Vila - inteqration of international and inter-island wharvesr
(estimated cost S2.0 million).
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T-7. Port Vila - provision of additional costal fishinq 'dharf (estimated
costs $700,000). The Government has delayed a decision on these two projects
(T-6 and T-7) until it receives a report on the relocation of the petroleum
storage facilities at the port. The latter report has recently been received
and a decision is due shortly.

T-8. Inter-island wharves and ietties (estirnated coatr $6.9 million).
The Japanese @vernment has indicated possible funding for the constructlon of
wharves at l'lalakula and Tanna during fiscal year 1985. Jrpanese engineera are
expected to carry out further cost investigations on the nharves thls year at
the time construction begins on the Cornmercial Centres project on Ambae, Tanna
and Anbrym (see L-3). The Government has also reguested 3us 1.3 million from
ADB for outer-island wharf construction in the 1985 rnultl-project loan. The
selection of the individual wharves to be included in the project wlll depend
on detailed investigation (cost and design), which will be undertaken by the
technical assistance accoopanying the loan and upon final coneultation with
the @vernment.

T-9. pekoa airport upqradinq (estimated costt 3?.0 million). The CCCE
has carried out a pre-feasibility study exarnining the equipment and upgrading
requirements of Pekoa and has indicated a willingness to provide funding
assistance. The Government is studylng the Bankrs proposals.

T-10. west coast santo road (estioated costr t6.{ million) and T-tI.
South Malakula road (estimated costr t8.9 million). lrlo progress as yet.

T-I2. Ambae road (estimated costr gl .24Z nillion). The @vernment has
included a reguest for gUS 1.6 million in the l9g5 ADB rnulti-project loan for
rural road construction, of uhich EUS I.12 is to be allocated to the proposed
Ambae road.

(c) Telecornmunications

kt. Iixpansion of the rural telecomrnunications svstem (estimated costs
$2.6f million). The South Pacific Econornic Bureau (SPEC) has undertaken to
assist Vanuatu (and other South Pacific countries) in implementing its
telecommunications progranme through the south pacific Telecornmunications
Development Programme nhich seeks to raise $A 100 oillion over the next ferr
years for regional telecommunications developoent. Work is programmed to
start in I986.

(d) Enerqy

E-1. In-depth revieu of feasibilitv studv for sood-fueled power station
(estiaated costs 950,000). The woo<J-fueled power station feasibility studt
rdas presented to the Government in September 1984 but proved to be deficient
in a number of areas. A revieving consultant funded by United Nations pacific
Enerqy Developoent Programne (UNPEDP) identified areas where additional work
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uas required and further work has been completed under a recent UNPEDP funded
consultancy to prepare the terms of reference for the appointment of
coneulting engineers to carry out a final assessment of viability and prepare
tender documents,

E-2. Hvdroelectrtc power studies (estimated cost: sl00,ooo). Mitsui
conaultants have recently delayed the commencement of a preliminary assessment
of the hydroelectr ic potential of the sarakata (santo) , Brenwe (!,talakula ) and
Teouna (Efate) rivers that had been tioed to start in April 1985.

E-3. Urban power developrnent studv (estimated costr $100,000). This
study will follow a declsion on the lmplementation of the nood-fueled power
station and cornpletion of the studiee on hydroelectric and geothermal power
sta t lon.

E-4. Geotherrnal resource assessment (estimated costs $450r000). The
Government is presently assegslng a proposal by New zealand geothernal
consultants to carry out geophysical, gravity and microseismic surveys on
Efate and to identify prospective sites within the geothermal reconnaissance
aret for shallotr heat flow bores. New Zealand has indicated a willingness to
fund part of this work.

E-5. RuraI enerqv planninq (estioated costr 3t50,OOo). At the recent
regional energy conference at Apia, the Governoent submitted a reguest to SPFIC
for technlcal assistance to carry outr (i) studies of energy consumption
patterns in selected communitiest (ii) studies of the technical, economic, and
social viability of a range of energy technologies, inclurling photovoltaic,
microhydro, charcoal and woodstovesl and (iii) studies to advise on rural
energy policy options.

(e) Social services

S-1. Strenqtheninq vocational education in Vanuatu (estimated cost:
$86'000). It is expected that a project document will be submitted in Iate
1985.

- 
s-3.. secondarv schools for Tanna and ttalakura (estimated cost:

33.8 million). A suitable site has not, as fEi, been found on Tanna, but this
is under investigation. on t{aIakula, it has been decirled to convert existing
buildings so that a Form I (Grade 71 class can begin to be accomqpdated as
soon as possible.

s-3. upqradinq of health facilities (estimatert costt 984,ooo). The
United Kingdom has indicatert its intention to fund the extension works at Vila
Base llospital. The @vernment is currently considering the extension options
submitted by a funded consultant of the United Kingclom and vork is expected to
begin Iater this year. Similarly, ADAB has agreed to fun<! the upgradinq of
the Northern District Hospital (Santo). Archrtectural dra'rings are under way
and construction work is expected to begin later in the year.
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S-4. Rural water supplies (estimated cost: $900,000). The @vernment
is still seeking assistance to supplement existing finance so that it may
reach its national 9oa1 of supplying the total population with adequate water
supplies by 1990.

*9. Port vila - sewerage eystem (estimated costs: $1oo,oo0). The
Government is presently dlscussing a terms of reference with the World Health
organizatlon which has offered to carry out a preliminary study of the
sewerage system needs of the Port Vila urban area in October and lbvember 1985.

s-6: Establishment of a Vanuatu tilational Provident Fund (estimated
costss $2801000). A study nas completed by an experC of ttre International
Iabour Organisation earlier this year, a reguest was subsequently put to the
UNDP for funding, and a draft project document has now been received for the
consideration of the Government. ft le anticipated that this project will be
under way as soon aa an appropriate expert can be recruited to set up the
system.

(f) Iocal government

- - !;!. Construclion of seven Iocal Government Council headquarters
buildings (estimated costss $95O,OOOI- I.b progreJs reportea.

L-2. Local Government works unit (estimated cost:
progress reported.

$1.4 million). NO

I,-3. Regional co.llmercial centres (estimated costs: 1.0 million). The
first commercial centre on Epi was completed late last year through Australian
funding. A further three commercial centres, on Tanna, Ambae and Ambrym, will
be completed this year funded by the Japanese. The Government may seek
funding for commercial centres for the remaining geven local Government
Council areas after it has gauged the success of the design of the first four.

(g) Natural disaster preparedness

.s!. Natu.ral disaster preparedness planninq assistance (estimated cost:
$20,9991. A funded consultant of the united l{ations is expected shortly to
review present disaster preparedness procedures and to advise on and establish
effective early warning and disaster relief co-ordination systems.




