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1. TIntroduction

T NDUSTRIALIZATION IS THE MAIN HO@S OF MOST POOR CCUNTRIES trying
to increase their levels of income'. U This view, expressed over
a quarter of a century ago, is still widely accepted among d2velopment
economists and pelicy makers in the developing countries. Since then,
manufacturing has transformed some develcping couniries, notably several
in East Asia. In most of Africa, é/ however, industrialization remains
more a hope than a reality, for even though considerable progi'ess has
been made, levels of industrialization are low in comparison with other

regions and the contribution of manufacturing to the economies of most

African countries is still quite small . iforeover, critical views are

increasingly being expreseed reger-ding the syructure of industrialization

in Africa and the relationship of manufacturing to other economic sectors,

especially agriculture.

This gquestioning of the role of marufacturing is part of 2 more
general economic reappraisal, reflected in the Lagos Plan of Action and

elsewhere, for 1t is perhaps no exaggeration to refer to the beginning

of the 3rd UN Devclopment Decade as a time of crisis in Africa. To over-

come the crisis strong national and internaticnal policy actions, some

of “hem painful, will be required.

This paper is intended as a modest contribution to the analysis of

the siiuation upon which molicy actions should be based. In part 2 the

1/ Opening sentence of H.B. Chanery, "The role of industrialization in
development programmes", in Americen [Jconomic Review, May 1955.

¢/ In this paper the term Africa is used for developing Africa, 1.e.
excluding the Bepublic of South Africa.




development of the manufacturing sector from 1970 to 1380 ic reviewed and
certain irends are discussed. Tn part 3 some key macro-economic problems
are identified and related to possible changes in the role of manufacturing

which would help improve Africa's economic situation. The paper

. . . . i
concludes with some brief general policy recommendations. —

1/ The recommendations correspond closely with those recently (1381) put
forth in greater detail (although not specifically relating to
manufacturing) by the World Bank in Accelerated Development in Sub-
Saharan Africa: An Agenda for Action. Also see J. Cody, H. Hughes and
D. Wall (eds.), Folicies for Industrial Progress in Developing Countries
(Oxford University Press, 1980 - sponsored by UNIDO and the World Rank ).




¢. Development of the manufacturing sector, 1970-1380

The significance of manufaciuring varies greatly from country-to-
country iu Africa. Table 1 shows th-ee key manufacturing indicators-
menufacturing value added (MVA) per capita, the thare of MVi in GDP and
the country share in total African GDP - for all ccuntries ir 1970 aid
1980. Por inter-country comparison MVA per capita ha: the advantage that
it does not reflect variation caused by the development of other sectors.
The discovery of oil, for exarple, will raise a country's GDP and thus
lower *L.e MVAGDP ratio witout necessarily affecting the level of MVA or
MVA per capita. 1 The MVA 'GDP ratio, expressed in current prices, is
more useful for showing the relative importance of manufacturing within
a country at a given poirt in time, whereas *he country share in regional

MVA reflects its population size.

As of 1970, MVA per capita averaged atout 88 for the 21 least developed
countries, $14 for the 4 OPEC oil exporters, $23 for the 27 other countries
and $16 for all developing Africa. Per capita MVA ranged from as little
as $1-2 for Guinea-Bismau, Lesotho and Rwanda to $55 for Zimbaktwe and
Namibia. As of 1980 the variation among countries was even greater.

In the oil-exporting countries average MVA per capita almost doublad

in real terms {constant 1970 prices) to $26, whereas it declined slightly
in the least developed countries and increased by about 20 per cent in
other countries. Thus the average change for all developing Africa,
about 30 per cent, conceals th: great difference in performance of the

oil exporterr, especially LibyA.J. and Gabon, and the rest of developing

1/ ‘The discovery may of course cause resources to shift out of manufacturing
and into oil production, which would result in 1 decline in MVA per
capita. On the other Land, the add‘*:ional oil production could be
achieved through use nf idle or foreis resources, or resourczs drawn
from sectors cther than manufacturing.




Taple !'. Ranrufacturing value adaed (KV.\Z per capita and stare of XVi v 5DP, .eveloping Africa oy country, and courtry snare ir

MVA of ceveloping Africa, 197C and 133C a

Country NVA per capita Share, MVA in GDP Country share in ¥VA of
terrivory (s 8) at factor cost {in per cent) developing Africa | ir. per cent
1370 138 138 1370 198¢ 138 1370 1980 138
{constant) (current) {constant' (current) (constant.  currer:

¥ain oil-exporters (1; 13.78 25.57 91.7t 5.2C 6.33 5.C1 18.45C 78.339 35,39y
higeria 30.23 43.42 134.65 11.%¢ 11.11 8.1¢ 7.478 8.570 2.532
Gabou 23.37 120.58 456.32 4.12 1C.15 7.58 c.212 c.71% I
Libya A. J. 2.37 144.04 270.54 1.79 5 59 2..C 1.1391 4.538 3.C37
Nigeria 9.15 17.33 72.05 4.43 5.2% &.01 3.578 14.455 AP
Least developed {21) 7-73 7.47 25.48 8.59 8.1¢ 7.27 15.155 11.235 vil
Benin 6.87 6.33 13.73 8.39 6.32 5 C.345 C.15% <
Botswana 9.52 295.82 67.87 7.8 Lo} | 5.9, C.109 C.e19 <.
Burundi 4.3 5.53 13.23 6.77 7.8 11.62 0.284 <.2 <.
Cape Verde 4.3 4.73 17.14 5.23 5.88 5.58 C.ce4 [ ed ..
Central African Rep. 13.45 12.53 41.28 13.03 13.9% 13.33 <.L32 .3} L.
Chad 4.43 3.66 19.44 5.43 5.2C J.1¢ €.33 1718 <.
Comoros 6.41 2.42 9.9% 5.69 4.7C 5.2 C.C33 L.C18 C.
Ethiopia 6.82 7.07 13.19 3.55 3.74 1C.04 3.7 v :
Gamdia 6.0 2.93 9.33 5.1C 2.54 2.58 c.052 C.013 ..
Cuinea 4.51 4.62 10.27 .83 3.c1 3.0 <377 L.25C ..
Suinea-3issau 1.29 1,25 4.30 1.07 1.1. 1.79 c.C12 [SRVTs 1) l
Lesotho 1.51 4.5 11.00 z.71 5.02 £.33 €.G3C .6
Malawi 10.22 15.95 6.2 15.36 1€.11 15.0% C.850 T4
Fali 5.11 5.22 2.2 16.52 1.83 13.17 C.é30 -.373
Niger 5.73 5.75 21.38 .04 S.73 5.31 C.82c C.331
Rwanda 2.00 10.16 28.08 3.47 12.21 12.84 C.* €.527
Somalia 5.02 6.9 23.04 0.49 8.2% 8.21 C.25%3 C.2%3
Sudar. 13.58 10.19 2.3 1c.18 7.06 7.¢1 3.555 ..C13
Tanzania U.R. 8.80 8.23 24.57 16.08 1.75 7.87 2143 1.531
Uganda 5.08 4.26 57.<8 7.50 4.8 4.75 1.646 C.oed
Upper Volta 5.77 6.97 20.92 10.886 14.57 13,88 0.583 C.513
Other {27) 23.25 27.76 65.56 12.63 13.7C 12.13 66.38 6C.422 2r e
Angola 14.28 6.57 11,81 5.18 2.91 2.56 1.472 c.475 L.
Cameroon 15.26 18.00 68.08 10.02 3.06 9.64 1.904 1.5653 ..
songo 13.5 12.01 33.08 ©.03 5.om -0 Z..38 <.20L <.
ujivouti <3}.yo 19.91 T1.74 6.0y 8.53 b.0u v.uie [PV & | [
Egpt 35.54 47.4 67.00 19.€C 17.67 14.02 21.902 -1.34C 1C. 5
Equatorial Guines 3.62 2.33 9.2¢ .77 4.21 5.22 0.05: C.009 c.C
Chana 2%.3C 2C.92 105.25 12.1% 12.51 3.65 4.675 . 5.7
Tvory Coast 23.66 3%.08 117.98 11.40 13.48 10.28 2.513 1,126 3.
Tenys 15.00 22.57 47.68 12.13 16.02 12.49 3.718 31.957 bR
Liberia 1.1 14.59 3.55 4.00 5.5% 4.36 C.281 c.:89 <.
Vadagascar 13.33 12.43 41.65 11,61 11.37 11,19 1.666 1,153 1.
Yauritania 8.15 8.95 27.0 4.93 6.24 6.51 c.174 C.142 C.
Yauritius 31.66 65.90 154.17 16.01 21.2% 17.93 C.486 C.o6C £.3
Morocco 35.58 42.49 122.70 15.86 15.51 17.50 9.83% 3.178 3.
Yozambique 12.84 9.57 22.70 5.89 6.12 8.65 1.920 1.051 C.
Namibia 54.55 57.08 84.84 9.135 8.28 5.85 0.777 C.605 C.
Reunion 39.15 38.78 192.65 4.94 3.2% 3.67 0.323 0.23C C.
Sao Tome and Pria-ipe €.49 7.50 1.0 4.8 5.43 4.74 0.011 £.007 C.
Senegal 27.6€ 26.06 66.74 15.93 18.24 16 .89 2.257 1.568 1.
Seychelles 6.15 20.43 96.29 1.59 4.1 6.20 0.006 0.015 c.
Sierrs Leone 8.90 9.64 26.92 6.45 7.32 7.20 0.453 <.35% C.
Swaziland 30.13 68.19 177.0¢ 12.35 18.29 <3.5¢ 0.23 c.398 .}
Togo 12.53 7.54 22.61 10.24 6.18 5.70 Coym c.2¢c7 c.
Tunisis 23.16 48.66 111.06 3.22 11.23 10.03 2.131 3.286 l.
Z ire 5.12 3.6% 8.16 7.59 6.50 8.% 2.053 1.134 C.
Zambia 23.44 31.07 87.44 6.53 10.00 14.93 1.812 1.997 1.
Zivoahwe 55.10 55.51 150,46 21.30 23.3 21.80 5.410 4.491 4.
IEVELOPING APRICA

TOTAL (52) 16.29 21.07 58.75 3.50 9.77 7.63 5,408 b’ 9,258 b 25,811 o’

8’/ 1970 data in 197C prices and 1980 dats shown in current and constant 197C prices.
b’ Value in US$ millions.
Source: Computer printcuts suppiled by ECA Statis:ics Division, with calculations by the UNII0 Secretariat.
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Africa, especially the poorest countries. Whereas in 10 of the least
developed countries and in 11 of the other countries group MVA per
capita at constant prices actually declined, considerable increases
occured only in 3 of the least developed countries (Botswana, Malawi
and Rwanda - .rom low 1970 levels) and in 8 other courtries (Egypt,
Ivory Coast, henya, Mauritius, Seychelles, Swaziland, Tunisia and
Zamhia). In current prices (and exchange rates) the picture as of

1980 was very different from that of 1970. MVA per capita in “he later
year averaged about $9 for the oil exporters, $25 for the least
developed countries, $66 for other countries and $59 for all developing
Africa. The range among countries was $4 for Guinea-Rissau to $456
for Gabon; in 24 ccaintries MVA per capita was below $30 and in 11

countries it was above $100.

As of 1970 the share of MVA in GDP averaged 5.2 per cent for the
0il exporters, 8.7 per cent for the least developed countries, 12.7
per cent for other developing countries and 9.5 per cent for all
developing Africa. Countries with the lowest MVA share (less than 2
per cent) were Guinea-Bissau and the Seych !les (reflecting under-
-2. .lopment ) and Libya A.J. (reflecting o3l wealth), whereas Zimbabwe
a1t Egypt had the highest MVA shares (21.3 and 19.6 per cent). At
cc.astant prices the MVA share rose to an average in 1980 of 6.4 per cent
in the oil exporting couniries, 13.7 per cent in other countries and
9.8 per cent in total developing Africa, but declined to 8.1 per cent
in the least developed countries. Partisularly large relative increases
in the MVA share occured in Libya A.J., Gabon, Botswana, Lesotho, Rwanda,
Upper Volta, Kenya, Mauritius, Swaziland and Zambia, but in 17 countries
the MVA share was less than in 1970. At current prices the share of MVA
in 1980 GDP was below that in 1970 in ail the country groupinga (down
in 22 countries). Zimbabwe and Swaziland had the highest MVA shares
in 1980 current prices (23.8 and 23.5 per cent) and Guinea-Bissau had
the lowest (1.8 per cent).

As of 1970 the oil exporters accounted for 18.5 per cent of African
YVA, the least developed couniries accounted for 15.2 per cent and other

countries for 66.4 per cent. The largest manufacturing countries were




Egypt (21.9 per cent of the total), Mcrocco (7.8 per =ent), Nigeria

(9.6 per zent), Algeria (7.5 per cent) and Zimbabwe (5.4 per cent). |
Together these 5 countries accounted for about 54 per cent of the total,
whereas 31 countries had shares of less than 1 pe— cent each (as little

as 0.006 per cent in the rase uf the Seychelles). The share of the

oil exporters increased in constant prices to 8.3 per cert in 1980, and
the shares of the least developcd ani other countries fell to 11.2 and ‘
60.4 per cent. The share of the 5 main manufacturing countries increased

to 58 per cent, with Nigeria's share increasing to 14.5 per cent, and

with Zimbabwe now slightly behind Libya A.J. Tn current prices the

share of the oil exporters was even greater, 35.1 pe: cent, ana the share

of the least de.eloped countries was 13.7 per cent (largely due to the ' 1
difference in Uganda's share in ccnstant and current prices, a reflection
of high inflation). The current price share of the other countries was

oniy 51.2 per cent (resulting from the difference in Egypt's share in i
constant and currert prices, 2 reflection of low inflation and currency ‘
devaluation). As of 1980 the 5 largest manufacturing countries, in

current prices, were Nigeri~ (21.5 per cent of the total), tgypt (10.8

per cent), Algeria and Morocco (both 9.5 per cent) and Ghana (5.0 per cent).

Together they accounted for 56 per cent of the total. The most significant

change from 1370 to be noted among the positions of the main producers is

the large increase in Nigeria's share and the large decline in Fgypt's

share. Compared to 1970sthe 1980 current price shares of all the oil

exporters were higher in only 9 of the least developed countries and in

10 of the other countries.

Table 2 shows that average real growth in mve# during 1970 -
1980 was high in the oil exporting countries (10.4 per cent), with a range
of 7.7 per cent (Algeria) tc 21.4 per cent (Libya A.J.). In the least
developed countriss average growih during i.ie period, 2.6 per cent, was |
only one quarter of the rate in the oi) exporters; growth ranged from
4.0 per cent (Uganda) tc 37.3 per cent (Rwanda). In the other countries
growth averaged 4.6 per cent, with a range from -10.5 per cent (Eauatorial
Guinea) tc 19.5 per cent /Seyche..es). Tn terms of regional "growth
poles” it may be geen that the most rapid expansion of MVA tended to




Table 2. Real growth rates in manufacturirne volue added ("VA; and differer:e between WA and CDP growtd, averases for '370-75,1379-".
and 1970-2), with 1)50 price deflator for manufacturinz and ratio of manufacturing »nd CDP price deflstors, developing Africa,by coun:::

Y'A price
MVA real growth rate Deflator deflator 19iC
Country/ FYA real growth rate ainue CDP r-al growtk rate correct:d for GUP price

territory (per cent) a/ (per cent) a/ ML price change in US §  deflator 198D

deflstor,1980 value of local (197G = 160}

1970-75 1975-80 1970-80 1970-75 19795-30 157080 (17°0=100) b/ currency b/ in per cert o
¥ain 0i' -exporters (4) 11.60 9.11  0.% 4.14 0.74 2.44 250.20 320.64 70.9%
Algeria 1.05 8.28 7.66 -1.48 2.64 0.57 240.10 3i0.1} 13.09
Gabon 28.80 1.7  20.19 9.38 8.93 9.16 264.50 378.44 75-41
Libya 4.J. 20.16 22.64 21.40 13.40 13.60 13.50 153.52 187.30 39.31
Nigeris 15.29 1.03 11.16 8.17 -2.Y% 2.93 322.69 414.41 % .03
| =ast develo 21) 3.04 2.07 2.5 0.21 -1.9 =0.59 348.94 393.51 107.66
Benin 5.77 -5.74 0.02 2.5t -6.75 -2.12 211.60 281.47 82.52
Botswans 15.86 3.7 1%5.28 7,28 1.68 4.48 224.45 2%°.33 67.18
Burundi 4.43 4.63 4.53 .26 -0.24 1.51 358.00 34;7.98 148.89
Caps Verde 1.65 1.96 1.81 3.50 - 1.12 1.19 481.90 ¥%1.63 9¢.63
Cantral African Rep. .21 3.94 1.84 -0.68 2.17 0.75 246.60 328.02 100. 32
Chad 618 -5.32 0.43 3.40 - 4.15 -0.38 402 .40 255.59 179.58
Comoror 3,70 -5.317 -1 M 1.46 -6.88 -2.72 314.55 11.42 112.62
Ethiopia 1.07 5.05 3.06 ~-1.19 1.76 0.28 154.15 186.53 109.27
Gambia 1.8 -13.89 4.16 16.46 -14.06 1.20 267.21 319.55 97.93
Guines 2.58 3.23 2.91 -0.32 1.4% 0.57 157.70 222.28 102.85
OCaines-Bissan 0.14 2.61 1.37 -2.10 1L.% 0.57 403.90 343.28 155.4"
Lesotho 45.74 5.98 25.86 B4 - 2.50 17.97 262.05 241.40 36.16
Kalawi 11.20 4.6¢ 7.91 1.81 - 0.91 0.65 220.21 2714 37.22
Mali 3.06 2.8 2.94 0.28 n.85 0.% 320.00 426.67 121.59
Biger 2.52 4.42 3.47 3.t 2T -0.32 279.20 .y 92.73
Rwanda 68.31 6.28 131.% 58.93 1.45 30.19 2% .50 276.25 105.1%
Somalia 9.66 2.% 6.11 .17 0.17 2.67 375.44 291.06 104. %
Sadan 1.9 1.87 2.93 1.01 - 2.01 -0.47 455.80 317.42 93.0C
Tansania U.R. 4.81 0.44 2.62 031 -5.38 -2.54 42.%9 298.41 101.57
Ugenda 2.9 =~5.371 -4.0} -2.88 - 5.4% ~4.16 1,2:3.25 1,344.55 99.11
Upper Volta 7.8 1.54 4.7 6.77 0.15 3.45 225.10 300.05 95.20
Other [27) 5-25 3.88 4.57 1.59 0.07 0.83 359.35 351.78 99.87
Argols -2.07 =-1.5T -1.82 40 0.09 2.20 308.8 179.62 52.46
Cameroon 2.15 6.2% 4.21 -2.64 c.13 -0.95 283.70 378.16 105,38
Congo -0.99 4.98 1.99 -8.24 3.8 -2.20 248.50 330.55 83.13
Djrooutt 10.81 0.49 5.65 4.78 2.8 L& 299.90 360.05 100.81
Loyt 4.66 6.50 5.28 -“.} - 1.8 -1. 10 2271.22 141.14 13.35
Squstorial Cuines -2.29 -18.76 -10.53 6.00 -4.77 1.u4 371.40 192.45 123.07
Ghans 2.00 =1.52 0.54 1.16 -0.22 0.47 1,356.26 503.21 17.22
1s0ry Coast 6.52 9.20 1.% 0.69 3.04 1.8 247.90 327.00 76.99
Kanys 8.2% 1.70 7.98 3.50 2.66 3.08 219.49 211,21 17.95
Liberis 12.18 0.60 6.3 8.80 0.97 1.92 223.04 223.04 89.74
Nadsgeacar 2.4 1,23 1.79 1.26 0.% 0.46 251.% 333.58 95.99
Rauritania 0.41 6.90 1.66 -1.82 6.75 2.47 252.10 ¥05.10 101.0%
Mauritiae 11.44 7.33 9.38 3.86 2.5 3.10 327.7 234.86 84.61
foroecco 6.5% L1 4.8) 1.3} - 1.8 -0.24 220.70 268.80 112.8)
Nosambique 6.2 -13.37 1.42 1.86 - 3.% 0.60 407.42 237.09 141.30
Famibis 2.58 3.45 3.02 0.76 =-1.58 -1.16 1715.00 148.64 58.54
Reunjon -1.2) 6.09 2.4} -8.04 0.14 -3.95 297.%0 194.66 112.78
Sao Toms and Principe 0.% 0.39 0.44 5.06 - 2.60 1.22 6.40 204.85 87.54
Senegal 4.3 0.15 2.26 1.88 1.17 1.52 192.% 2%5.06 92.517
Seychelles 25.93 12.99 19.45 21,75 6.2 13.98 647.06 481.59 147.55
Sierrs Leone 1.6 -0.12 3.57 5.86 - 2.12 1.79 352.35 279.40 98.37
Swagilend 17.07 5.98 11.93 9.96 -0.7} 4.62 105.81 2%9.74 128.62
Togo <364 ~0.35 - 1.99 4.70 - .64 4.617 225.% 299.69 92.22
Twnisia 13.50 1.60 10.55 .47 1.32 2.40 175.40 228.2) 89.135
Zaire 3.18 - 4.43 - 0.32 0.14 =-2.75 -1.44 1,175.30 223.%9 123.67
Zanbia 19.99 -1.11 9.44 14.84 - 0.15 1.3% 310.64 261.44 149.34
Ziababwe 6.53 1.04 3.78 0.06 1.83 0.94 253.87 271.06 102.09

8/ 1970 US 3 besis.
2/ Deflators for tue three country groupings calculated on an unweighted arithmetic b-eis.
Source: Cosputer printouts supplied by ECA Statistice Division, with calculstions by the UNIDO Secretariat.




occur in the far north and, with more exceptions, in the south of the
continent, whereas in the rest of Africa high average growth (7 per
cent or more) was achieved only by Gabon, WJigeria and Ivory Coast in
the west and Rwanda and Kenya in the east. The table also shows that
real MVA growth during the second half of the decade was less than

in the first half in most countries (negative growth in 13 countries),
with an average of 9.1 per cent for the oil exporters, 2.1 per cent

for the least developed countries and 3.9 per cent for other countries.

Growth of MVA exceeded that of GDP on average by 2.4 per cent
in the o0il exporting countries and by 0.8 per cent in other countries
during 1970-1980, but the average MVA growth rate in the least developed
countries was 0.6 per cent less than that of GDP during the period.
Particularly after 1975 MVA growth averaged less than that of GDP for
many (26) countries. Thus ir much of Africa it seems that manufacturing
as the "engine of growth" is faltering. This importart phenomenon will

be considered more fully in the next section of the paper. '

Table 2 also shows the difference in 1970 and 1980 prices. The
1980 price deflator for manufactures (local currency, 197C=100) varied
from less than 200 (Libya A.J., Ethiopia, Guinea, Namibia, Seiegal and
Tunisia) to over 1000 per cent (Uganda, Ghana an? Zaire). In most cases
thece wide differences in inflation were at least partly offset by
foreign exchange rate alterations. Very high inflation in Zaire, for
example, was offset by drastic currency devaluation. However, in Uganda
the equali; high inflation was exacerbated by a s8light upward revaluation
against the US dollar, and devaluation in Egyrt and Namibia, both with
relatively low inflation rates, resulted in these countries having the
loweet 1980 MVA deflators, corrected for exchange rate changes, in Africa.
Calculated on the basis of equal weights for each country, average
inflation in manufacturing expressed in US dollars was lowest in the
oil exporters and highest in the least developed countries. Reflecting
the large increasas in oil prices, 1980 MVA price deflators were below
those for ODP in a.l 4 oil exporting countries. The 1980 MVA deflator
exceeded the GDP deflator by more than 10 per cent in 5 least developed

countries and 8 other countries, whereas it was more than 10 per cent




-

below in 2 least developed countries and 11 ot _r countries.

Space does not permit a detailed examination of inter—country or
inter-temporal differences in distribution of manufacturing, but the
average structure of manufacturing in developing Africa as of 1975 is
shown in Table 3}, and for comparison, disiribution by sub-sector for
Zimbabwe, one of the most industrially advanced African countries, and
Sudan, one of the least developed countries (and having a more diversified
structure of manufacturing than many other least developed countries]).
Typically, food, beverages and totacco (31 per cent share) and textiles
and clothing (21 per cent) are still the largest components of manufacturing
in Africa, although the share of these products is falling. In Sudan the
shares of these sectors were 44 and 37 per cent, but in Zimbabwe their
shares were only 18 and 17 per cent. Tn that country the shares of
fabricated metal products and machinery (20 per cent), basic metals
(15 per cent) and chemicals, etc. (14 per cent) were muci Ligher than
in Sudan, where basic metal production was almost non-existent, the
share of fabricated metal products (based on metal imports) was only
4 per cent, and the share of chemical: and related products (mostly
petroleum refining) was 9 per cent.

To susmmarize the main points of this part of the paper:

= the great diversity in level of industrialization among African
couniries existing at the start of the 19708 increased during the decade,
with (especially) the o0il exporters, the semi~industrialized countries
of North Africa and a few other countries - mainly in Southern Africa -
doing well, while in the poorest and least developed countries growth of
menufacturing was 7'nerally much lower, with average 1980 MVA per capita

below that of 1570 in real terms in the least developed countries;

- in moet countiies girowth of MVA during the second half of the
decade was well below that in the first half;

- particularly in the poorest countries, but also to a large
extent in other countries, manufacturing as the "engine of growth"
faltered (especially in the second half of the decade), with MVA growth
often below GDP growth;
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Table 3. Distribution of manufacturing value added by sub-sector, developing Africa,
Zimbabwe and Sudan, 1975

Developing
ISIC code (with branch description) Africa a’ Zimbabwe Sudan
(percentage )b/
31 (food, beverages and tobacco productis) 31.3 18.2 43.5
3. (textiles, wearing apparel and leather produc*s) 20.6 6.9 3.6
33 (wood products, including furniture) 4.2 3.3 0.1
34 (paper and products, printing and publishing) 4.9 6.7 2.0
35 (chamicals and pe.roleum, coal, rubber and
plastic products) 15.9 14.1 8.9
3% (non-metallic mineral produc’s, except
petroleum and coal products) 4.9 4.6 4.4
37 (basic metal industries) 4.2 14.9 0.4
38 (fabricated metal products, machinery
and equipment) 12.6 19.9 4.1
39 (other manufactures) 1.3 1.2 0.1

3/ 45 countries.
B/ Sum of branch shares may not add up to 100.0 because of rounding.

Source: UNIDO data base. Information supplied by the United Nations Statistical Office,
estimates by the UNIDO Secretariat.
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- price and exchange rate changes, as well as differences in
real growth, greatly affected the shares of many countries ir tctal
African MVA, in particular with Nigeria's share increasing from 9.6

to 21.5 per cent and Egypt's decreasing from 21.9 to 10.8 per cent;

- the rhare of processed agricultural products; textiles and
clotuing, though accounting for about half of total MVA in developing
Africa as of 1975 {more in poorer, less in richer countries), is
declining, with the shares of metals and metals based products and

chemicals increasing.
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3. Unbalanced growth: linkages and non-linkages between

manufacturing and general economic development

National accounts data for 1970-1380 reveal significant changes
with regard to agricultural ouiput, trade and pub%ic expenditure which
interact with the development of manufacturing. 1 These changes are
shown below, and in light of these and other factors the changing role

of manufacturing is discussed.

In almost all African countries the rate of growth of agriculture
siowed down in the 1970s to the extent that output per capita was falling
and self-sufficiency was declining. The average real rate of growth
(1970 prices) from 1970 to 1980 was 1.6 per cent in the 4 oil exporting
countries (1980 population: 99 millions), 1.8 per cent ir the least

deveioped countries (1380 population: %39 millions) and 0.9 per cent in

other countries (1980 population: 202 millions), whereas average GCDP growth
(at factor cost) in the three groups was 7.9, 3.2 and 3.7 per cent. Thus '
the share of agi'iculture in GDP at constant prices dropped from 30.2 per

cent (1970) to 16.3 per cent {1380) in the o0il exporting countries, from

50.6 per cent to 44.Z per cent in the least developed countries and from

29.9 per cent to 22.6 per cent in other countries. Within the agricultural
sectcr the drop in per capita production of food suprlies, especially grains,
was even greater that the decline for the sector as a whole (FAO data), so
that combined with increasing per capita food consumption resulting from
higher incomes per capita, the difference between local demand for and supply
of food widened greatly. Thus agricultural exports declined and imports
rose, negativély affecting foreign exchange availability (see below). By
1980 the situation was therefore at or near that of cricis, with few

prospects for improvement.

In the oil importing countries, poor agricultural performance combined

with the higher real cost of oil imports and a worsening balance of trade

1/ Data from computer printouts supplied by ECA Statistics Division unless
otherwise noted.
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in manufactures led to a second crisie, in the “alance of payments. Net
exports as a percentage of GDP (current warket pricea) is shown below for
the oil exporters, least developing countries and other countries from
1970 to 1980.

1970 1971 1972 1373 1974 1975 1976 1977 1978 1979 1980

Main oil _
exporters 4.69 5.87 5.18 5.05 16.16 0.35 2.10 2.63 -3.41 6.83 14.82

Least

developed ~4.17 ~5.29 -3.67 —A.4T -9.59 -10.44 -7.03 ~7.28 <5.95 -9.29 -10.42

Other -0.79 ~3.72 -1.95 -0.80 -2.32 -8.23 -7.00 -6.70 -8.20 -8.92 -8.03

The table shows that in the least devel.ped countries, and to & lesser
extent in other oil importing countries, a substantial and rising proportion
of CDP was needed to offset the trade deficit, whereas, except in 1978, the
0il exporters had a large trade surplus relative to GDP. This difference
was largely the result of changing terme of trade: average rates of growth
in exports and imports from 1970 to 1980 at 1970 prices were -1.4 and 10.9
per cent for the oil exporters, 0.8 and 3.2 per cent for the least developed
countries and 4.4 per cent for other countries. The share of exports in

GDP at 1970 prices dropped ©-om 24.5 per cent (1970) to 9.4 per cent {1980)
in the oil exporting countries and from 16.8 to 13.1 per cent in the least
developed countries, but increased slightly from 26.5 per cent to 27.4 per
cent in other countries. The corresponding share of imports rose from 19.8
to 23.3 per cent in the oil exporting countries, declined from 21.0 to 20.7
per cent in the least developed countries and rose from 27.3 to 28.4 per

cent in other countries (all in 1970 prices).

A third area of concern, in that it may not reflect best urs of
resources (see helow), is the rapid growth of public expenditure. In the
oil exporting countries government consumption expenditure increased in
1970 prices from 1970 to 1980 at an average rate of 16.0 per cent, compared
to 6.9 per cent for private consumption expenditure, and the share in GDP
of government consumption rose from 10.6 to 20.3 per cent, while the share
of private consumption dropped from 66.1 to 59.2 per cent. Public
administration and defense spending increased at an average rate of 17.8
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per cent (1970 prices), and its share in GDP increased from 8.3 to

19.5 per cent. 1In the least develioped countries, growth rates for
gevernment and privaie consumption were lower, 4.7 and 3.1 per cent,

and the share in GDP of gover:ment consumptiun rose from 14.1 to 16.3 .
per ceni. However, the rate of growth in public administration and
defense, 6.9 per cent, was considerably higner than in other activities
(except mining) and its share in GDP rose from 7.0 to 10.1 per cent.

Tn other countries growth of guvernment cunsumption averaged 5.0 per
cent, compared to 3.2 per cent for private consumptiocn, and the share

of government consumption ruse from 17.4 to 19.4 per cent. Public
administration and delansc grew at an average rate of 6.8 p r cent, well
above growth in other activities, and its share in w?P rose from 10.2 to

13.6 per cent.

This rapid ircrease in putlic spending may have several undesired
effects. First, it reduces capital resowrces avaiiable for activities
greatly in need cf additional investment, such as small scale farming.
Second, it reduces availability of skilled manpower in secturs such
zs manufacturing where such re-ources are in short supply. Third, it
generally adds to price inflation. These negative effects might be
outweighed by the contribution of such expenditure to ovverall economic
development, but accumulating 2vidence suggest that in many countries this
has not always been ‘he case. l/ Public spending and administration capacity
has been rsed, for example, to manage complex schemes of trade and price
contirol and public enterprises which have tended to keep prices received
by farmers below world prices, thus reducing vutput, and to distort the
pattern of profitability within the manufacturing sector so as to reauce
efficiency and increase the econoric cost of import substitution and
exports. Although the extent of these and related effects is still
controversial, and great variatioa clearly exists among countries, the
generally disappointing economic performance in the 1970s suggests a need

for reassessment of the extent and structure of public expenditure.

1/ Por a detailed discussion see World Bank, op. cit, Chapter 4, and
T. Killick, "The role of the public sector in tha industrialisation of
African developing countries", UNTDO/ID/WG.343°7 (10 September 1981).
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Bearing in mind these three macroeconomic problems, and the changes
in the manufacturing sector in the 19708 shown previously., we now turn
to an examination of how the contribution of manufacturing to economic
development might be improved in the 1980s. Three major areas of

weasness may first be identified:

1) Tnvestment in manufacturing has been over-emphasized relative
to that in agriculture, especially small scale farming, which, given
higher priority, could help increase rural employment, improve the
trade balance, reduce migration to urban areas and increase effective
demand for basic consumer manufactures and farm inputs (machinery,

l/
chemicals); —

2) TInstead of being based on domestic resource endowments and
linkages with the whole economy, so that a strong industrial structure
could gradually be built, manufacturing has tended to be based, in an
attempted _Teat leap forward, on the transfer of often incppropriate

ideas, values and technologies from the developed countries;

3) Within the manufacturing sector too much emphasis has been
placed on import substitution industries (frequently inefficient and

badly managed, with littie incentive to improve, anu limited to small

local markets), luxury consumer goods, heavy industry (now tending towards

world-wide decline) and capi*cl intensive techniques.

A more aporopriate manufacturing structur- ~uld generally be based

on the fo)llowing "model”. On the demand s° ccts), manufacturing

would consist of:

a) bac;« consumer goods for domestic use;

b) exinrt goods (to pay for imported prcducts of types (a) and (c});

c) intermcdiate and capital goods used to produce (a) and (b) and for

use in other sectors, especially agriculture.

1/ The discovery of oil may also lead to neglect of agriculture. For
example, in Nigeria, formally a food exporter, food imports in 1980
amounted to US$2,800 million. In a number - West African countries
just starting to produce oil, agriculture is likely to be adversely
affected unless appropriate policy measures are adopted. See

The Economist , "Boom in oil ,bust on the farm", (5 December 1981),
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On the supply side (activities), manufacturing would consist, within

the constraints set by demand,of:

a) labour intensive—and capital, import, energy and management

saving-techniques;
b) small scale and rural location (where feasible);

c) linkages with (use of inputs from) domestic primary sectors,

especia’ly agriculture.

A mamufacturing structure based on this model could provide a more
sustainable and more equitable pattern of economic growth. 7The manufactur-
ing sector would both directly benefit from and contribute to the balanced
growth of the rest of the economy. A more detaijed specification of
the model would vary from country-to-country, depending upon differences

. . . 1
in goals, resources ~onstraints. —/

l/ The definition of a "basic'" consumer good, for examplzs, will partly
depend on a country's level and distribution of income. The role of
foreign investment also will differ among countries, depending on factors
such as the degree of emphasis on self-sufficiency.
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4. Policy reform

Several important conclusiors regarding policy reform can be
drawn from the preceding analysis. Essentially what is needed are
greater incentives(and fewer disincentives) for productive activities,
replacement of quantitative controls by a system of ad valorem taxes
and subsidies :requiring less administrative rapacity) and a reduction
in ~he range of e fectivn protection i among activities (thus
creating a pric: structure which more closely reflects producer costs

a..d consumer values).

Tn many African coantries prices paid to farmers aie set by
government authorities well beiow world prices in order to gain public
revenve and keep living ccsts for urban dwellers low. As we have seen,
the result has been a faiiure of local production to keep up with rising
population. High priority needs to be given to increasing farm revenue.
This could he done if increases in government spending were reduced
(see below), and part of the income gained by farmers would go back to
the urban sector through increased purchases of industrial goods by
rarmers. Farmers' incomes would also be positively affected by changes

in trade policy outlined below.

Highly overvalued iocal currencies make imports seem cheap to
domestic consumer and exports seem unprofitable to domestic producers,
and thus tend to> create a trade deficit. To offset this deficit, as
well as to provide public revenue and protection for domestic producers
competing with imports, taxes on imports are imposed. Tn many African
countries, various administratively complex quota schemes are used
irstead of taxes (tariffs), aud thece vary widely from products to
products, often without apparent reason (except that some producers of

import substitutes are more successful in lobbying than others). The

1/ Effective protection reflects not only taxes and subsidies on output,
but also those on inputs.




economic costs of such a trade regime have been frequently demonstrated. 1/

In many African countries these costs include reduced market opportuni.ies
for farmers (exports being mainly agricultural products) and an inefficient
protected manufacturing sector able to sell only within a small domestic
market. What is needed is a realistically valued local currency combined
with, in place »f quantitative controls, a structure of ad valorem

tariffs (and export taxes and subsidies) designed to provide modest

and fairly uniform effective protection. 3/ Vested interest may make

such a change politically difficult, but it should be noted that the
balance of payments and domestic price effects of currency devaluaticn

and a general reduction in the level of import protection will tend to

caincel under many circumstances. ;/

To sucessfully implement the policy changes discussed above certain
changes in the role of the public sector may be required. Ways and
means of reducing the growth of public spending need to be corsidered.

A shift away from quantitative controls would allow a reduction in
administrative costs. A reduction in the proliferatior of public
enterprises, many of which requiraz substantial government subsidies,
would also reduce public expenditure, and relaxation of central
government intervention in the operational man.ement of public enter-~
prises would redace administrative costs (andperhaps improve management
performance ). 5/ Better ways of using scarce adminietrative capacity

need to be investigated.

1/ See, for example, W.M. Corden, "Trade policies”, in Cody, Hughes
and Wall, op. civ.

5/ The concept of and justification for uniform effective protection
is discussed in Corden, ibid.

several countries to implement such changes in trade policy sce
A.0. Krueger, Poreign trade regimes and economic developmer.t:
liberalization attempts and consequer.ces (New York, National
Bureau of Economic Research, 1975).

4/ See the "Report" of the Expert Group Meeting on the Changing Role and
Function of the Public Industrial Sector in Deveiopment (UNTDO,TD/WG.343/18,
11 December 1981), which considers these questions in detail.




Clearly these changes can not be made overnight, but a gradualist

approach to pilicy reform may prove to be feasible in many countries.

Pinally, it may be worth repeating some basic principles of
policy design. l/

1. Policies should be as clear and direct as possible, yet
flexible. By flexibility is meant that policies respond to changing
circumstances, that they are dynamic and that they do not create
vested interest groups. They shculd be clear and simple so that
the cost of implementing them will be minimal, that time will not be
lost in lobbying, tax manipulation and petitioning for iicenses, 2nd
that the possibility of corruption wiil be reduced. The most direct

policy intervention should be to achieve a particular goal.

2. Good, but not necessarily perfect, information is needed.
When the costs of gathering information seem too high relative to the
benefits, adjustments should be made. Among these, sensitivity
analysis and the "range" method of progressively reducing the uncertainty

of important variables seem particularly useful.

3. Objectives and their conflicts and complementarities need to
be clearly perceived and accounted for through policy trade-offs. For
example, a conflict arising between present and future consumption
levels would require a decision (trade-off) on their relative values.
This may be reflected in the rate of interest on saving; the higher

the rate the greater the relative weight placed on future conswaption.

4. Cronstraints on policy changes should be jdentified so that
practical policy alternatives can be assessed. Among the hierarchy of
feasible policy instruments, those that come closest to the best should
be selected. IInwanted side effects should he minimized (as tncy would
by chousing the best pousible policy solution). The over-use of

policies which have a cumulative impact that is greater than

1/ From World Tndustry since 1960: Progress and Prospects, P. 140,
(UNTDO, United Nations publication, Sales No. E.79.71.B.3).




desired should also be avoided. It shoul: be recognized that
constraints or policy change may apply fo. only « limited period.
Efforts to relax constraints chould be made when it appears that

the benefits of eliminating them exceed  the costs.

5. Policy design,national planning and project evaluation
should be linked as much as possible. Tn concept, this link is
provided by social cost-benefit analysis and shadow pricing based
o welfare economics. Tn prac*tice close co-operation between

institutions engaged in these activities is required.

6. Good policies require nore than just a sound conceptual
basis. Well-developed public institutions and administrative

skills are extremely important.

7. In designing policy the development of entrepreneurship
and skills should not be neglected. Too much emphasis is often

placed on short term physical output and economic growth rates.







