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I.     INTRODUCTION 

1. At its first meeting (Addis Ababa, September 1974)  the Pollow-up 

Committee on Industrialization in Africa stated that "The share of Africa 

in world industrial production stands at the infinitesimal figure of 0.5 

per cent and has not changed during 15 years and more of African indepen- 

dence.    A quantitative target should be set whereby this share could rise 

to,  for example,  over two per cent by the year 2000.    ECA and UNIDO should 

amplify this target,  spelling out its implications in a scheme for the 

industrial development of the African region during the next 25 years 

which should be submitted to the Nairobi Conference of African Ministers 

of Industry.    In this scheme special attention should be paid to a more 

even distribution of industrial activity within Africa itself."-'     This 

study has been prepared as an initial  response to the Committee's request. 

2. In other regional meetings held in preparation for the Second General 

Conference of UNIDO,  held in Lima,  target shares of world industrial produc- 

tion for the year 2000 of ten per cent for Asia and 13*5 P«r cen* for Latin 

America were established.    This position was confirmed by the Lima Conference 

in the Lima Declaration and Plan of Action on Industrial Development and 

Co-operation, which called for the attainment of at least a 25 per cent share 

for the developing countries,  and subsequently by the seventh special session 

of the Cenerai Assembly in its resolution on development and international 

co-operation (RES/3362 (S-VIl)).^ 

3. In this paper we attempt to point out some of the implications of the 

two per cent target for developing Africa (i.e.  excluding South Africa) 

within the framework of the overall target for the developing countries and 

to assess the feasibility of the African target.    Related policy issues are 

discussed in a number of other papers submitted to the Nairobi Conference.-* 

4. The limitations of such a study are fairly obvious.   Even with the mcBt 

sophisticated forecasting models available, it is not possible to look ahead 

a quarter of a century with any assurance even with a good data base and a 

fairly limited economic problem.    In this case, however, the whole of 

1/     Recommendation C (iii), E/CN.14/INR/211. 

2/     This percentage implicitly excludes "paper" ohanges in shares which 
might occur as any of the more advanced developing countries move into 
the developed category by the year 2000. 

y     In particular, see CW. VINE/TI»^ and CMI. 3/INR/TP/4. 
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developing Africa is under scrutiny and much of the data required are 

unreliable or non-existent.-^    Moreover, it is statistically difficult 

to determine trends in African industry because of its present  stage of 

infancy. 

5. Under these circumstances it seems pointless to attempt to utilize 

complex meth-ds.    Instead,  a simple approach is adopted here. 

II.    AFRICAN GROWTH REQUIREMENTS IN A WORLD-WIDE SETTING 

6. We start with the sot of alternative growth rates for industrial 

production in the developed countrie ;,  197WOOO,   postulated in  UNTDO's 

paper "A preliminary note for the preparation  of a plan of action Jn 

industrialization" (ID/B/C.3/27) ,  written as part of the background work 

for the UNIDO Second General Conference.    These (average annual)   rates are: 

Variant I - 6.7 per cent 

Variant II - 6.0 per cent 

Variant III - 5-0 per cent 

Variant    IV - 4.0 per cent 

Variant I postulates a continuation of the rate of growth achieved in the 

1960«s, whereas Variants II-IV postulate a slowing down of industrial growth 

in the developed countries. 

7.      Current shares for 1975 and target shares for 2000 are also known.    These 

are as follows (in per cent): 

Shares of World Industrial Production 

Developing countries 

- Africa 
- Asia and Latin America 

Developed countries 

WORLD" 

4/     The data presented in CMI.3/INR/TP/1 were not available at the time the 
present paper was being prepared, thus other statistical  sources were 
used. 

5/     World totals given in this paper exclude,  for lack of data, China, 
Democratic People's Republic of Korea, Mongolia and Democratic Republio 
of Viet-nam. 

1975 (estimate) 2OO0 (target) 

7.0 25.5 

0.6 
6.4 

2.0 
23.5 

93.0 74.5 

100.0 100.0 



*/- 

¿M 
Thus the share of the developing countries in the year 2000 should increase 

to 3.64  times the 1975  level and that for Africa should increase to 3.33 

time3 the 1973 level. 

8.      Given these data,   it is a simple matter to calculate the corresponding 

growth  rates for the world and the developing countries required to achieve 

the target shares for the year 2000.    Tnese are shown below in relation to 

the growth variants postulated for the developed countries (in per cent): 

Developing countries 

- Africa 
- Asia and Latin America 

WORLD 

Vari ant 

I II III IV 

13.4 12.6 11.6 IO.5 

13.0 12.2 11.2 10.1 
13.4 12.7 11.6 10. 5 

8.4 7.7 6.6 5.6 

9. From this table it can be seen that world industry will grow at a 

rate of 5.6 to 8.4 per cent,  depending on assumptions made regarding growth 

in the developed countries, and African industry will have to grow at a 

rate of 10.1 to I3.0 per cent,  somewhat lower than  that for the developing 

countries as a whole,   to meet the two per cent target. 

10. The implications of the targets and growth variants for developed 

countries are shown in terms of value added in the following table: 

Value Added in Manufacturing (constant USI billions) 

Developing countries 

- Africa 
- Asia and Latin America 

Developed countries 

WORLD 

1975 
(estimate) 

Variant 

II        III IV 

93 2,148 1,837 1,440 1,224 

8 170 142 114 89 
85 1,978 1,695 1,326 1,035 

1,240 6,272 5,320 4,198 3,304 

1,333 8,420 7,157 5,638 4,528 

Thus value added in African industry will increase by from 11.1 (Variant IV) 

to 21.2 (Variant i)  times during the period 1975-2000, whereas industrial 

value added for the developing countries as a whole will increase by from 

12.1 (Variant IV) to 23-2 (Variant I) times and that for the developed 
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countries will increase by from 2.7 (Variant IV) to 5.I (Variant I)  times 

during the peri cd. 

III.    EXISTING SITUATION AND TRENDS 

11. In this section the existing situation and trends regarding African 

industrialization are summarized within the broader context of regional 

economic development.-/    Population, income,   consumption,   savings and 

investment,  trade and foreign investment and aid are considered prior to 

an analysis of African industrial structure.    The tables referred to in 

this section are contained in the statistical appendix to the paper. 

Populatj on 

12. In 1973, the total population of independent developing Africa was 

estimated to be about  330 million, a growth rate over the period 1960-1973 

of about 2.6 per cent per annum;    within thiB period,  as shown in the 

appendix,  Table 1,   the estimated rate is reckoned to have increased somewhat 
l/ from below 2.5 per cent per annum to about 2.8 per cent per annum.-' 

Currently,  population is growing fastest in the North African subregi on 

estimated at 3.2 per cent per annum against 2.5 per cent to 2.7 p«r cent in 

other subregi one. 

Income 

13. As Table 2 indicate«, North Africa achieved the highest level of per 

capita GDP in the period 1971-1972 followed by West Africa, East Africa and 

Central Africa.    Looking at Table 2 in conjunction with Table 1 showing 

population increases, it is clear that per capita GDP increases would have 

been much greater had there not been the indicated increases in population. 

It is also clear in the post-1972 period, although the data is fragmentary, 

that the relative position of the North African region has been reinforced 

because of the increase in the prioe of oil.    Comparing the 1971-1972 changes 

with the changes of the previous decade, it can be seen that there has been 

a near renewal of the trends over the decade.    Thus, whereas the Central 

African region registered the highest growth rate over the decade, i.e. 5.8 

per cent per annum;    in the most recent period,  this region was behind all 

the others;    conversely,  the currently fastest growing North African region 

6/      Also see CMI.S/INH/TP/I. 

]/      p.  203, Survey of Economic Condition» in Africa. 1973» ECA/United Nations, 
Maw York, 1974. 
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did relatively badly in 1960-1970, growing at only 2.7 per cent per annum. 

14. A number of countries registered negative per capita growth rates,  and 

it is likely that these have further worsened under the impact of the 

Sahelian drought, the oil price rise and the world-wide inflation and 

depression following 1972.    It is clear as well (without making allowances 

for the post-1972 oil price rises not recorded in the  statistics) that the 

absolute level  of GDP per capita remains low:    as of 1972,   in only two 

countries,   the Libyan Arab Republic and Gabon,  was the per capita income 

above USJ 400 per annum. 

Consumption 

15. Private consumption absorbs a high proportion of the GDP in all the 

subregions of Africa.    However,  over the period 1960-1972 as shown in 

Table 3,  in all regions the proportion of GDP going towards private con- 

sumption has tended to fall with the proportion going towards government 

consumption tending to increase.    However,  as shown in Table 4, while the 

proportion of GDP going to private consumption has fallen,  private consump- 

tion has increased in absolute terms,   since this falling share has been 

more than compensated for by increases in GDP.    In fact,   this trend reflects 

efforts to make more resources available for savings and capital formation. 

Savings and investment 

16. Table 5 shows that for independent developing Africa the share of 

savings increased from about 13 per cent  of GDP in i960 to about 20 per cent 

of GDP in 1972.    However,  while the region as a whole achieved the savings 

target of the Second Development Decade,   the good performance was due pri- 

marily to earnings from oil and certain key mineral products by a relatively 

•mail number of developing African countries.    Thus,  domestic savings 

I exceeded 20 per cent of GDP in Algeria,  Libya, Tunisia, Ivory Coast, Liberia, 

Sierra Leone,  the Congo, Gabon, Zaire, Botswana, Kenya, Swaziland and Zambia. 

17. Table 5 also shows that there was an increase in the proportion of GDP 

going towards domestic capital formation from around 17.0 per cent .'in I960 

to about I9.5 per cent in 1972}    however,  while this proportion continued 

to grow,  the rate of growth fell from 6.1 per cent per annum in the I96O- 

I97O period to 4.7 per cent per annum by 1972 with a number of countries 

rei get eri ng a negative rate of growth in the latter year. 

*w 

« 
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Trade 

18. As shown in Table 6,   the export of goods and services as a share 

of  the regions,  GDP increased frorr 24.7 per cert in I960 to 2'>.4 per cent 

in 1972 (at constant 1970 market, prices);    however,   in  disaggregating 

these regional  figurr« to a subro-jonal  level,  it can   be seen that  this 

increase was typical  for only ! orth and West Africa with the other sub- 

regions suffering decreases. 

19. Table 7 shows that in the 1970-1972 period there has been GOTIC increase- 

in real  terms of the rate of growth of exports of goods and services which 

rose from 5»6 per cent per annum in 1960-1970 to 7.6  per cent per annum in 

I97O-I972.    At the same time,   the growth rate of imports has  remained 

relatively unchanged at about  3.5 per cent per annum in both I96O-I97O and 

I97O-I972.    Thus the African region as a whole can be reckoned to have met 

two of the targets of the International Development Strategy thet annual 

growt"  rates of less than 7 per cent per annum in imports and more than 7 

per cent per annum in exports should be achieved during the 1970's. 

20. Intra-African trade increased rapidly in 1971;     after having levelled 

off in the second half of the I960's,  trade increased by over 18 per cent 

in I97I.    However,  compared to the internal trade of other developing 

regions,  intra-African trade remains low and in 1971  accounted for only 

6 per cent of the regi on»s total  exports;    similarly intra-African imports 

amounted to only about 6 per cent of total imports into the region.     Table 8 

shows the breakdown of inter-African trade, and a comparison is shown with 

other developing regions. 

Foreign Investment and aid 

21. The United States of America, France and the United Kingdom are the 

major donors of aid to African countries;    in recent years, however,  their 

aid provision has been below the level reached in the first half of the 

1960»s.    In recent years,  not only have a number of other OECD countries, 

in particular the Federal Republic of Germany, Sweden and Belgium,  become 

increasingly important aid contributors, but also the socialist countries of 

Eastern Europe, in particular the Union of Soviet Socialist Republics.    In 

addition, in recent years valuable aid contributions have been received in a 

few African countries from the People's Republic of China,-^ while from about 

8/      See p. 190, Survey of Economic Conditions in Africa. ECA/United Nations, 
Naw York, 1974t  op. cit. 

I 

M 
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1974 a new source of aid,  the North African and Middle Eastern oil  exporters, 

has begun to grew. 

22. Table 9 shows the contribution of foreign finance to independent 

African countries in the period of 1962-1971.    In can be seen that there is 

a considerable variation in both gross and per capita terms, as well as 

financial   terms in the finance  received by various countries.    It is also 

interesting to note,  as shown in Table 10,   that a select number of African 

countries have been able to borrow directly on the international  financial 

market. 

23. Among the nine countries receiving the smallest amounts of finance per 

capita some seven of them were classified as being anongst the least 

developed countries of Africa;    it seems that these countries have encoun- 

tered difficulty in attracting foreign private finance because of their 

limited resource base.-/ 

The manufacturing sector 

24. The concentration of manufacturing output in the developed world,  in 

market economies as well as centrally-planned economies,  is paralleled by 

an equally intense concentration among developing regions and in Africa as 

well, as shown in Table 11,  where it can be seen that North Africa with 25 

per cent of the population produced almost one-half oí  the total value added 

in developing Africa.    This is even further reinforced by the illustration, 

as shown in Table 12,  that within North Africa, Egypt was the leading pro- 

ducer.    Indeed,  Table 12 shows that no more than 10 of the countries of 

developing Africa produced no less than 77 per cent of the tota.', value added 

in manufacturing. 

25. The structure of output of manufactures is illustrate 1 in Table 13i 

which shows that in general,   manufacturing is heavily concentrated in the 

area of light industry and especially in the food and beverage sub-sector 

which produced no less than about 42 per cent of gross output in 1971. 

While this sub-sector has nothing like this importance in industrialized 

countries, the figure does suggest that the effect of productivity improve- 

ments here can be of overall importance.    Since the latter sub-sector can 

be considered to be almost the only manufacturing activity in certain 

countries, as shown in Table 14, the role the sub-sector can play in assisting 

2/     p.  197, ibid. 
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in the development of manufacturing as a whole is likely to be crucial. 

26. Table 14 ohows that the food-processing sector together with textiles/ 

clothinfe, constitute more than 60 per cent of the output of African manu- 

factures,  and this underlines the dependence of Africa on licht manufac- 

tures.     Thus,  not otdy is Africa's share of world manufactures negligible, 

but its share of heavy manufacturing output minuscule at   just over 0.2!? 

per cent;    thus the total output of the chemical,  petrochemical,   non- 

metallic mineral,  basic mineral and fabricated mineral product industries 

(ISIC groups 35,   36,   37 and 38)  amounted to not  more than $2,200 million 

in 1973.^ 

27. Table I5 shows employment in African manufacturing industry.    In 1971» 

total employment was just over 1.8 million with the largest sector being 

textiles/clothing at 596,000 closely followed by the food/beverages/ 

tobacco sector with 456,000 workers;    in this area of employment as well a 

few countries have a large part of the total  employment,  i.e. Algeria, 

Egypt,  Morocco, Nigeria and Zaire. 

IV.     GENERAL IMPLICATIONS OF THE TARGET 

28. The attainment of a rate of growth in manufacturing value added of 

10 to 13 ner cent,   necessary for the achievement of the two per cent target 

(see para. 8), implies, inter alia,  (a) an increase in the share of manu- 

facturing in GDP and (b) an increase in the rate of growth of GDP. 

29. It seems reasonable to assume that,  for Africa, by the year 2000 the 

share of manufactures in GDP will be in the order of 20 to 30 per cent, that 

is, in the range now pertaining to most Latin American countries.    Assuming 

a doubling of the manufacturing Bhare from 12 per cent in 1975 to 24 per cent 

in 2000, GDP must grow at an average annual rate of 7 per cent given 4 per 

cent industrial growth in the developed countries (Variant IV,  see para. 6), 

8 per cent given 5 per cent industrial growth in the developed countries 

(Variant III), 9 per cent given 6 per cent industrial growth in the developed 

countries (Variant II) and 10 per cent given 6.7 per cent industrial growth 

in the developed countries (Variant I).    The following table indicates the 

sensitivity for the four variants of the relationship between the rate of 

growth in GDP and the share of manufacturing in QDPi 

\Q¡   pp. 89, ibid. 
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Growth rate,  GDP 
(per cent) 

Share, manufacturing value added 
(per cent) 

Variant      I  (13.0 per cent growth rate, manufacturing value added) 

5 
6 

7 

8 

9 
10 

80 

60 

48 

36 

30 

24 

1 

1 
H 

Variarli;   II (12.2 per cent growth rate, manufacturing value added) 

5 
6 

7 
8 

9 

10 

65 
50 

40 

30 

25 
20 I 

Variant III (11.2 per cent growth rate, manufacturing value added) 

5 
6 

7 
8 

9 
10 

54 

40 

32 

24 

20 

16 

£ 
Variant   IV (10.1 per cent growth rate, manufacturing value added) 

5 
6 

7 
8 

9 
10 

40 

30 

24 

18 

15 

12 
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30. This table clearly shows that the achievement of the two per cent 

target is compatible only with an increase in the rate of growth of GDP 

in Africa to a minimum of around 7 per cent and may, depending on 

economic conditions in the rest of the world, be compatible only with a 

considerably higher rate of GDP growth. On the other hand, a rate of 

GDP growth of only, say, 5 per cent does rot soem compatible with the 

two per cent target because the necessary share of manufacturing in GDP 

will be dinproportionately high (40-80 per cent, depending on the variant). 

Thus, to attain the two per cent target, a major punh in the economic 

development of Africa will be required over the next twenty-five y;arrs. 

31. The population of developing Africa in 2000 will be about 655 million 

assuming an average annual growth rate of 2.5 per cent during the period 

1975-2000. A 7 per cent GDP growth rate implies an increase in per capita 

annual income to $540 in 2000, 8 per cent implies an increase to $680, and 

9 per cent implies an increase to $850. Assuming that 20 per cert of ir.corr.e 

is saved, consumption per head will vary f ron:'430 to 3680. 

32. The trend toward greater world economic i -terdependence seema likely to 

continue, with rates of growth of world exports of manufacturer exceeding 

growth rates for output of manufactures. Assuming that Africa's share in 

world exports of manufactures (currently O.9 per cent) increases in propor- 

tion to the increase in its share in output of manufactures, the African 

share of world export of manufactures would equal 3 per cent in the year 2000. 

The table below illustrates the sensitivity of the relationship between the 

world-wide growth of manufactured exports, the African share, the rate of 

growth in African manufactured exports and the proportion of African manu- 

facturing output which is exported (with African manufacturing output assume•1 

to grow at an annual rate of 10.1 per cent, as in Variant IV (low growth)): 

World manufactured   Share, African 
exports, growth rate manufactured 

(%)  1975-2000    exports in world 
total [%)    2000 

6 2 
3 
4 

8 2 
3 
4 

10 2 
3 
4 

African manufactured     Share,  exports 
exports, growth rate     in African 

{$>)  I975-2OOO manufacturing 
output (%)  2000 

9.4 
11.2 
12.5 
11.5 
I3.3 
I4.6 
I3.6 

over 15*0 
ov«r I5.O 

37 
55 
73 

100   + 

94 
100 
100 + 
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33. The table shows that the low growth variant is not compatible with 

ratt'3 of growth  of world manufactured  exports in the order to 10 per cent, 

for this results  in an increase in the proportion of African manufacturing 

output which is exported from about 40 per cent at present   to r.ear 100 per 

cent or even more than 100 per cent  (non-feasible).    With Variant IV it 

would seem more reasonable to assume that world manufactured exports grow 

at a rate of 6 per cent,   so that wir;h a  3  per cent African  share a  rate of 

growth of African manufactured exports  of  11.2 is required.     Similar calcu- 

lations could be made for other variante. 

34. Assuming a continuation of the past   relationship between output and 

employment growth in the manufacturing sector,   employment  in that  sector 

may be expected  to grow at a rate of S.O  tc 6.5 per cent per annum (that is, 

half the rate cf output growth).    Total   employment tray then  increase at a 

rate of 3 to 4  per cent per annum which would result ir, a gradual  decrease 

in the pool   of unemployed,  although  this   rate   nay rot be adequate to cause 

a decline in the absolute level of urban  unemployment.    The employment- 

output relationship is summarized in  the   following table: 

Manufacturing 
output growth 

rate 

10.1 

11.2 

12.2 

I3.O 

Manufacturing Total  employment 
employment growth  rate 
growth rate (rounded to nearest half per cent) 

';.0 

6.1 

6.5 

3.0 

3.5 

3.5 

4.0 

The rate of growth in manufacturing employment will,   of course, be greater 

Drovided that the two per cent target  can be achieved in conjunction with 
11/ 

a Bhift towards more labour-intensive technologies in African industry.— 

V.    GROWTH PROSPECTS FOR KEY INDUSTRIES 

3«j.    In conjunction with the general analysis of the two per cent target 

presented in the previous section, a number of key industrial branches have 

been investigated in terms of projected structural change,   1975-2000, and a 

number of indicators,  such as investment,  production, value added,   foreign 

exchange savings,  employment, have been estimated and compared.    These studies 

U/   For a detailed discussion of the relation between employment and 
technology,  see CW. 3/INR/TP/5• 
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are summarized below.    The branches considered cannot possibly exhaust the 

total of industrial  projects which might be valuable and be capable of 

effecting very considerable savings in the region.    Some of the branches 

concern manufactures which can be set up on a national  level;    others arc 

expected to be advantageous only as regional projects.    It is well known 

that markets of large size are necessary for the efficient production of 

fertilizers,  pulp and paper,   capital goods and intermediate manufactures, 

such as chemicals,   petrochemicals and steel products.    Countries with small 

local markets are obviously not able to go into these lines of production 

unless they become part of a wider multinational market making it possible 

I to profit from economies of scale. 
I 
| 36.    Steel:    Economies of scale are significant in steel making, but the 

í individual markets of the countries of the region do not allow in general 

the installation of large-scale steel plants on a national basis.    Further, 

steel plants are as a rule attractive because of high social profitability, 

: savings in foreign exchange,   employment generated and of the positive impact 

? they have on upstream and downstream activities.    It is,  therefore,  important 

; that countries of the region co-operate in the development of this industry 

so that plants of an economic size supplying a multinational market and 

based on the best available raw materials could be established. 

37. Africa has abundant reserves of high-grade iron ore and steel works 

established near these locations which would have an advantage as far as 

cost of production is concerned.    However,  unless cheap coking coal is pro- 

vided,  this advantage might be partly counterbalanced. 

38. The current per capita consumption of iron and steel products in Africa 

is very low, amounting to less than 20 kgs. as compared with 400 to 600 kgs. 

in developed countries.    Between 1950 and 1972 the annual growth rate of 

steel production and consumption was respectively 9.8 and 6.0 per cent, the 

lowest of all  regions.    It has been estimated that by year 2000 annual con- 

sumption of crude steel will be 130.0 million tons while production will 

reach I63.O million tons. 

39«    Considering the existing capacities of production,  the additional capa- 

j oity to be installed is 162.0 million tons,  corresponding to an investment 

J of US $129.6 billion.    The above investment will generate a value of produc- 

\ tion equivalent to US $45«5 billion approximately, with a corresponding 

value added of about US 18.0 billion.    The number of jobs created is estimated 

mmm 



- 15 - 

t, 

li 
J* 

to be 1,940,000.    However,  additional employment opportunities would emerge 

from the development  of this sector.    Annual savings of foreign exchange 

were found to be US $28.0 billion,  out of which US $5.6 billion are due to 

exports. 

40.    Forest-based industries;    The study deals with those industrial  pro- 

ducts for which wood is the chief raw material,  i.e. sawn wood,  wood panels, 

and pulp and paper.     The African region isa major supplier of roundwood, 

with West and Central  Africa representing 65.0 per cent  of total African 

forest  resources.    Generally speaking, African forests contain a large part 

of the world's reserves of wood,  including large-sized,  broad-leaved woods 

and most of the quality broad-leaved species.    However,   the indiscriminate 

cutting down of national forests without a proper policy of reafforestation 

leaves large areas deplete of natural resources.    There is evidence that in 

some areas the resource is being depleted TOO far and too fast.    Drastic 

action should be taken in the field of planning and forest plantation pro- 

grammes to secure resources and to ensure their natural  regeneration and 

replacement. 

4L    Provided the countries of the region take timely measure for building 

up the sources of raw materials,  growth prospects of the sector are encoura- 

ging.     Total  raw wood requirements in Africa for year 2000 are estimated at 

I8O.5 million cubic meters (r), distributed as follows:    6.0 million cubic 

meters (r) for logs,   81.0 million cubic meters (r) for sawn wood,  25.5 

million cubic meters (r)  for wood panels,   14.7 million cubic meters (r)  for 

wood pulp and 53.3 million cubic meters (r)  for paper.    The above require- 

ments were based on the estimated demands (including exports)   of the region 

regarding these products,  which will be of the order of 6.0 million cubic 

meters (r)  of logs,  44.9 million cubic meters (s)  of sawn wood,   12.8 million 

cubic meters (s)  of wood panels, 4.2 million tons of pulp and 20.0 milli* 

tons of paper. • 

42.    With a view to meeting this demand the capital requirements to be 

invested by year 2000 have been calculated at about US $1.8 billion for 

sawn wood mills, US $1.3 billion for wood panels production,  US $2.2 for 

production of pulp for export and US $16.0 billion for integrated paper mills, 

the total being roughly US $21.3 billion.    Further, the necessary investment 

to support the establishment of these industries by establishing an afforesta- 

tion programma has been estimated to be US $3.3 billion.    Rational forest 

I 
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exploitation and industrialization  of  these resources will  require close 

collaboration of different rovernmer,ts and continued collaboration at all 

levels. 

4}.    The above aggregate investment programme is estimated to yield a value 

added of about UT> Î5.7 billion and a value of production of '!S Î17.5  billion. 

Estimated yearly earnings from exports have been calcul ated at IR |1.7 

billion.    Total  generated  employment, ha?  been  enti^ated  at  l.r' million 

persons aprroximately. 

44.    Engineering industri es;    This sector covers agricultural,   industrial 

and electrical  machinery and equipment,   transport equipment,   and fabricated 

metal products.    The definition covers  literally hundreds of  thousands of 

different products. 

45«    The sector exerts a powerful   influence on overall  development in that 

it shapes the productive capacities essential  for the growth of national 

output,  and it  contributes possibly more than any other sector to fostering 

labour,   technical and management skills.    A common characteristic of  the 

engineering industries is  that they are not natural-rnsourco-ba3ed and a 

great number of them do not   depend on economics of scale. 

46. Statistical  trends of consumption and production provide a rough guide 

to development in this sector.    Thus,  by year 2000 th~  African apparent 

consumption of engineering products per capita is estimated to be US 185.0. 

This gives a total  apparent consumption  of IIS 35ó.0 billion.    It is assumed 

that by the same year  the manufacturing value of engineering products of 

the region may be equivalent to IB $50.0 billion. 

47. The above production will require an investment of about US $33.6 

billion generating a value added of approximately US SI8.7 billion per year. 

Total manpower requirements for the sector's development will be about 5.0 

million persons. 

48. Textiles:    The study indicates that while demand of textiles in the 

African region was of the order of US tl.7 billion in I960,  annual  require- 

ments are expected to reach US $8.8 billion in 1975.    During the same period 

production Is estimated to increase from US $1.0 billion to US $2.0 billion. 

This implies that while demand increased by 11.4 per cent annually,  pro- 

duction Is increasing with a yearly growth of only 6.9 per cent.    Demand 

for textiles was estimated at about US $80.0 billion in year 2000.    Regional 
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£ production for the same year will be US 143.0 billion by considering that 

|, production increases by 13.0 per cent annually. 

f 49«    On the basis of the above, investment cost was estimated at US 121.0 

billion.    The value added of this aggregate programme would be of about 

US $10."j billion and annual foreign exchange savings about US $43«0 billion. 

A total of about 5*0 million jobs would be created by the suggested 

development programme of the sector. 

50.    Food processing;    Por the purpose of analysis,  the study gave special 

attention to the following subsectors:    grain milling,  oils and fats, 

sugar,  fruit and vegetable processing,  milk and dairy products,  meat,  fish 

and beverages. 

* 51.    In I97O,   the output of the food-processing sector amounted to about 

; US S5.5 billion and employed 500,000 workers.    It is estimated that by year 
* 
/ 2000 grosB production could amount to about US $43.0 billion.    In order 

to achieve this production an investment of the order of US 120.0 billion 

Ï is required,   with associated investment in storage and marketing facili- 

ties amounting to about US $9.0 billion.    Of even greater importance will 

I be the sum which will have to be invested directly in agriculture for such 

operations as land clearing,  plantation,  irrigation and flood control, 

livestock inventory,   etc.,  and which is estimated at about US $33.0 billion. 

The latter sum does not include any provisions for another sector crucial 

for the development  of food processing,  namely investment in roads, 

transport and infrastructure facilities. 

Í 52.    On the basis of the investment figures above, value added in food 

processing is estimated at US $16.0 billion in 2000 while export earnings 

for the same year will be of the order of US $23.0 billion.    It is estimated 

that new employment created by 2000 regarding the processing industry itself 

will amount to about 2.0 million.    A very considerable number of jobs will 

ir, be expected in the upstream areas,  most of all in a modernized agriculture 

where the new investments projected should lead to significant increases 

in income.    The possibilities for the food-processing industries are very 

much tied to the transformation and development of a large part of African 

agriculture,  as well as major improvements in roads,  transport,  marketing 

and storage.    Problem« associated with manufacturing,  i.e. management,  tech- 

nology etc.,  are relatively minor in comparison with the above-mentioned 

problems which lie strictly outside of food processing itself. 
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53.    Phosphate fertili »erst    Hithin the African region phosphate deposits 

exist in the Maghreb,  Senegal and Togo;    Zaire and Zambia have sulphur, 

while potash i a found in Ethiopia and the Congo.    Between I965 and 1972 

j consumption of phosphate and potash fertilizers in the region increased 

by I33.O and 100.0 per cent. 
I 
I 54.    The region's consumption in year 2000 is found to be I9.7 million tons 

J of (NEK) which is equivalent to about 30 kgs. per capita.    Out of this the 

I total consumption in terms of plant nutrient Po0_. will be 6.6 million tons 
I 2 5 
I and that of KJ),  2.6 million tons.    However,  taking into consideration the 

I existing production capacities,  the i|et deficit will be respectively 5.7 

f million tons and 2.2 million tons. r 55«    Estimated total investment for the above-mentioned phosphatic and 

potaah fertilizer capacities is about US $2.3 billion and US $600.0 million 

respectively.    These amounts may be easily doubled if one considers the 

indirect investment costs required for the setting up and the functioning 

of these plants.    Developing countries should take advantage of the econo- 

mics of large-scale production by co-operating among themselves,  especially 

in Afrioa where raw material location is concentrated in certain areas. 

There are advantages in locating production facilities at the phosphate 

mine sinoe high-analysis phosphate fertilizers weigh less than the rock 

from which they are made. 

56. The aggregate investment of US $2.9 billion is estimated to yield a 

value added of about US $1.9 billion.    It is to be noted that US $1.5 

billion and US $400.0 million represent phosphate and potash fertilizers 

respectively.    Foreign exchange savings at year 2000 have been calculated 

for the phosphatic fertilizers only.    This was found to be about US $4.0 

billion.   Because of the very uncertain price of potash no attempt was made 

to estimate the order of magnitude of its savings.    The overall generated 

employment due to the development programme considered is estimated at 
11,000 persons. 

57. Nitrogenous fertiliser«»    Demand for nitrogenous fertilizers is esti- 

mated to reach 10.4 million tons in year 2000.    Based on the present pro- 

duction capacities in the region,  excess demand is expected to be 9.0 

million tons in terms of R. 

58. In order to meet this demand a capital investment of about IB $1.5 

billion is required.    The above figure may increase considerably if one 
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considers the areas in which additional investment funds are needed, such 

as transportation, storage, utilities and mixing plant facilities. Value 

added would average US $600.0 million with a value of production of about 

US $1.8 billion.    It is estimated that some 13,000 persons will be employed. 

59. The future development  of the fertilizer industry in general dependR 

on the growth of the agricultural  sector and on the efficient use of 

modern agricultural techniques and inputs.    Furthermore,  much depends on 

the efficiency with which the industry will be able to combine capital 

goods,   labour and raw material  requirements to produce and market these 

goods,  and on its ability to cope with the problems of transportation, 

storage and mixing plant facilities. 

60. Petrochemicals and plastics:    The main hydro-carbon raw materials for 

petrochemical industries are natural gas,  crude oil and petroleum refinery 
Í 

streams converted by cracking into ethane,  propane and naphtha used as 

i feedstock for the production of ethylene and propylene.    Ethylene contri- 
X 
i butes the main intermediate source for producing downstream products as 

polyethylene,  vinyl chloride monomer and polystyrene. 

61. Estimates of consumption in Africa of major thermoplastics give for 

the year 2000 the amount of 8.2 million tons.    Very rough estimates can 

be made of the implications of this demand figure for production.    It is 

assumed that by the same year domestic demand of final products will be 

covered by local production and that 6.0 million tons will be produced by 

fully integrated plants while 2.0 million tons will be based on imported 

intermediate products.    It is to be noted, however,  that African countries 

will not have a sufficiently large domestic market to justify integrated 

petrochemical plants for domestic production only.    Only on a regional 

* basis may development of this sector be contemplated. 

» 62.    Based on the above, the necessary investment by year 2000 is found 

ì to be US $8.0 billion.    This investment programme is expected to represent 

•" *nn«*l value of production of about US $2.7 billion and a value added 

* of US $900.0 million.    Total employment is estimated at 50,000 persons. 

63«    Salt and ita derivatives*    Demands for salt and its derivatives, i.e. 

•oda aah,  eaustic soda and chlorine, will be growing at a rapid pace 

which will partly depend on the establishment of such industries as petro- 

ohMioals,  glass, textiles and pulp and paper.    It is estimated that 

dsaand in the year 2O00 will be about 13.8 million tons for salt, I.5 
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million tons for soda ash,  895,000 tons  for caustic soda and 785,000 tons 

for chlorine.    On the basis of the production capacities already in 

existence and assuming that all  excess  capacity will  be covered by local 

production,   the additional production capacities to be  established by 

year 2000 will be respectively 11.8 million tons,  1.5  million tons, 

895,000 tons and 785,00o tons. 

64. Economies of scale are significant  especially in  soda and caustic 

soda/chlorine production.    It is assumed that five plants will be needed 

to cover this demand for salt and four  for the production of soda ash; 

the number of plants for the manufacture of caustic soda/chlorine will 

depend on the number of pulp and paper mills and the vinyl  chloride monomer 

production. 

65. Based on the above demands,   the investment is estimated at US $477^0 

million for salt,   US $210.0 million for soda ash and US $256.0 million for 

caustic soda/chlorine.    This will give by year 2000 an overall investment 

of US $943.0 million.    The aggregate investment programme is estimated to 

yield an annual gross production value of about US $470.0 million out of 

which US $204.5 million represent value added.    The latter is distributed 

among salt production, US $103.0 million;    soda ash,  US $44.5 million;    and 

caustic soda/chlorine, US $57.0 million.    Estimate;] foreign exchange savings 

amount to US $283.0 million annually.     The overall generated employment due 

to the development of the sector is estimated at 72,400 persons.    Out of 

this total,  salt production accounts for 63,000 persons,   soda ash for 5» 200 

persons and caustic soda/chlorine for 4»200 persons. 

66. The proposed production capacities for the year 2000 for the products 

of the industrial branches considered have been estimated on the basis of 

the expected demands of that same year.    Whenever possible,  allowance has 

been made for exports.    However,  in the majority of cases production was 

calculated to cover regional demand. 

67. Table V(l)  summarizes the estimates of the required investment,  the 

value added in production, the generated employment and the order of magni- 

tude of foreign exchange savings.    The last is considered to be equal to 

the sum of the value of products manufactured for domestic use, which will 

have to be imported if not locally produced, and for export. 

68. The investment during the period 1975-2000 required for the manufac- 

turing programme proposed, US $247.8 billion, is noteworthy.    This amount, 
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ft 
which is in real terms (so that inflation is not considered),  does not 

include investment funds for infrastructure ana supporting activities 

necessary for the development  of the branches.    Although this means an 

*• average annual  investment of almost  US 110.0 billion over the period, 

) naturally investment during the early years will be much less than this 

e average and investment in later years will  be much more than the average. 

- 69.    Value added in production is estimated to be US $62.5  billion in these 

jk, industries by the year 2000.     These industries are therefore expected to 

contribute significantly towards the attainment of  the two per cent target, 

which requires total value added in manufacturing in the range of US $89- 

US $170 billion for the year 2000 (see para.   10).    Three branches - 

engineering industrien,  food processing and textiles - generate US $45.2 

billion representing 72.0 per cent of the above total, i.e.  half  of the 

low estimate of total manufacturing value added required in  the year 2000. 

70. The total  number of jobs created is I5.C million.    This figure does 

not include employment for construction of the plants and secondary employ- 

ment effects originating fro;n the setting-up of new industries.    However, 

the figure does include jobs created for forest management  operations. 

In comparison,   only 1.8 million persons were employed in 1971 in all manu- 

facturing activities (see para.  27). 

71. Annual foreign exchange savings have been estimated at about  US II9O.3 

billion.    This number includes exports of pulp,  steel and food-processed 

products amounting to US tl.7,   US $5.6 and US $23.0 billion respectively. 

71 •     CONCLUDING REMARKS:    SOME GENERAL POLICY CONSIDERATIONS 

72. As previously noted,  this paper is only a first attempt at assessing 

the implications of the two per cent industrial target for Africa.    Never- 

theless, it is shown that a major push towards the industrialization and 

economic development of Africa,  with an increase in the rate of growth in 

manufacturing value added to the range of IO-I3 per cent and in the rate of 

GDP growth to the range of 7-10 per cent,  is required.   The target is feasi- 

ble but the attainment of it will not be easy and will depend on both 

internal and external factors.    The following general policy recommendations 

are,  of course, well-known}    nevertheless, we feel that their inclusion in 

this study is useful as a reminder to African policy-makers of action to be 

taken over the next 25 years. 



I 1 

•e 

i 
1 
o 

i 
tí 

9 

i 

H o> 

•a 
t 

? 

Ï 

si 

6 
6 

o 

il 

g 

4» 

S 
! 

I"1 
« 

1 
1(51 
S 
> 

§ 

! 

§ 

0> 

- 22 - 

*£>       vo 
in 

8 
CM 

O 
fi 

r-l ** 00 

CM        m O 
in 8 

00 

00* o 

O 

ON 

O 
ITi 

i-t      r-i      ir*     m     CM 

o 
& 

rH O 

«o     m    oo 

» 

m    o    vo •      •      • 
O     vo     m C\J 

VO 

vo       ro      vo m 

CM 
m 

M &   3 
00 

s 

1 
«1 

ir 
ir 
I 

1 s M 
S -H        _        1* nil 

^ 



- 23 - 

t> 

i 
I 

73.    The nations of Africa will need to commit a greater proportion of 

their income to savings.    Financial institutions should be established 

and strengthened to mobilize savings and a larger share of savings should 

be transformed into industrial investment.    Policies and plans should be 

formulated and implemented with the aim of improving the allocation of 

resources in the industrial  sector.    Factors such as product mix,  tech- 

nology,  location and investment timing need to be systematically considered 

and producers efficient in terms of social costs and benefits should be 

encouraged.    Every effort needs to be made to improve industrial infra- 

structure,  not only in physical terms,  such as transport and communications, 

but also in human terms,  such as the provision through the educational 

system of better industrial managers and technicians.    Clearly this can 

best be accomplished within a framework of African regional consultations 

and co-operation. 

74*    On the external side,  it has been shown how the African share of 

industry in 2000 will be influenced by industrial growth in the rest of 

the world during the period 1973-2000.    The achievement of the target will 

also depend on the extent to which the developed countries alter their 

policies regarding trade, investment, foreign assistance,  technological 

transfer and technical assistance in favour of the African region.    Finally, 

the attainment of the target will depend on the success or lack of it in 

implementing the New International Economic Order,  and particularly on 

the scope and content of the system of international consultations proposed 

at the Lima Conference. 

I 
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Table 5.    Prosa donneati e capital formation and savings aa percentage of GDP 
at constant 1970 market prices,   I960,  1970 and 1972 

Gross domestic 
capital formation 

I960       197O       19J2 

Savings as a pei 
of GDP 

reentage 

1260 19J0 1222 

North Africa 20.7 20.1 I9.5 12.0 21.8 21.7 

Weat Africa I4.5 16.3 17.1 10.7 16.5 19.0 

Central Africa I4.3 22.2 27.0 16.1 21.6 20.8 

East Africa I5.I 18.7 I9.5 14.8 19.5 27.9 

Total,  independent 
developing Africa I7.I        I8.9        I9.5 12.6       19.9 20.1 

Source:    Survey of Economic Conditions in Africa,   1973t ECA/United Nations, 
19.4, pp.  32-33. 

Tabla 6.    Ixports of goods and services as a percentage of GDP 
at con»*»n* 1970 market prices. 1960-1972 

North Afri oa> 

West Afrioa 

Central Afrioa 

Bast Afrioa, 

1260 1212 

21.6 25.7 

20.7 23.5 

38.2 27.8 

30.0 25.3 

Souroet    Survey of loonoado Conditions in Afrioa.. 1973. ICA/Unitod Mations, gurvtr of Bconowjo Conditi 
IJ74, tól« Í5, PP. J*-»" 
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Table 10.    Euro-currenoy loans to some African countries. 

Country 

Algeria 

Gabon 

Qui nea 

Ivory Coast 

Kenya 

Mauritania 

Swaziland 

Zaire 

Zambia 

1971 

(million US 

1972 

t) 

120.0 275.0 

10.0 25.0 

— 40.0 

22.0 

8.0 

55.0 

I5.O 

3.2 

90.O 

25.O 

Souroet    Organi iati on for Icon onde Co-operation and Development, 
Development Co-operation. 1973 Review. Paria, 1973. 
p. 53, »able 11-11. 
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Tibi« 12.    Relativ« importane« of th« t«n leading manufacturing count rie« 
In lnd«p«ndent davi oping Africa In I960 and 1972 

Country 

Share of leading countries in 
the region's total valu« added Cumulativ« 

by manufacturing percontag« 

Worth Afrioa 

Ig/pt 

Morocco 

Tunisia 

W««t Afrioa 

Nig«ria 

Ghana 

Ivory Coast 

Central Africa 

Zaire 

lait Afrioa 

Kanya 

Ethiopia 

Zambia 

35.9 27-4 35.9 27-4 

10.5 7.7 46.4 35.1 
40 2.9 50.4 38.0 

8.2 13.2 58.6 51.2 

2.7 4.8 61.3 56.0 

1.7 3-2 63.0 59.2 

9.6 7.5 72.6 66.7 

2.8 3.8 75.4 70.5 
3.0 3.6 78.4 74.1 

1.4 3.0 79.8 77.1 

Total (ten countries) 79.8 77.1 79.8 77.1 

Totali independent 
developing Afrioa 

100.0 100.0 100.0 100.0 

Sources    Compiled on th« basi« of Table 9> 
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