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lNTRl,;DU1.,"[ LO~ 

Africa's external debt 

1. As recently pointed out by the experts of the Steering ~ommittee ot 

Member Sta•es established by the OAU Heads ot State an<1 (.;overnment to prt!pa1·c 

the economic agenda for the forthcomin!~ Summit, the persistent exttrn.:il debt 

in the region and its heavy debt-service burden are of 6 ~~ve concern to all 

African countries. According to the latest data published by the World ~ank, 

the total outstanding medium- and long-term external Jebt (including 

undisbursed debt) for 4b African countr:es increased from $134.4 billion in 

1982 to Sl3b.8 billion in l91:U. These amounts do not include the external 

debt of Angola, Libyan Arab .Jamahiriya, Mozambique and Sao Tome and Principe 

nor do they take account of short-term debt and IMF credits. At the end ~t 

1~84 the total debt of African countries was estimated to stand at $158 

billion and it is expected to exceed $170 billion by the enJ oi lYo). 

2. At the saaie ti.me, total debt service payments (interest and amortization) 

increased from $12.9 billion in 1982 to $14.9 billion in lYHJ. These iigures 

only reflect the i~pact of rescheduling exercises and do not corres?~~·t to the 

debt service burden to its full exten•. For instance, Wor .d ~ank project1uns 

indicate debt service payments of the order of $1.>.9 billi .. m in 198+ and $ZU.4 

billion in 1~85. Unless inunediate measures are taken by Atrican countries in 

co-operation with the lenders to alleviate the debt service burden, payments 

such as those projected will constitute serious ditficulties for African 

countries. 

3. In 1~82, Africa's total debt was equivalent to 51 per cent of gross 

national product (GNP) and 59 rer cent in 1983. The overall debt service 

ratio was 1':7.8 per cent "in 1982 and 27.4 per cent in l1J8J. Although it is 

generally accepted that the average debt service ratio should not exceed 

20 per cent, it exceeded this Cigure in a number ot countries. Apart from the 

alarming rate of increase in Africa's aggregate debt and debt service, it is 

most disturbing to observe the considerable change in the structure of 

Africa's debt over the 1970s. 1''or example, the share of "soft" loans declined 

from b2.5 per cent of sub-Saharan Africa's total debt 111 197Z to 47 per cent 

in 1983. ln the face of diminished flows of soft loans, a handful of African 
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countries - particularly oil-exporting and mineral-rich countries - resorted 

to borrowing from private banks. The share of financial markets in 

sub-Saharan debt Iose from 14.S per cent to 36 per cent over the period 

1972-1983 and these countries increased their borrowing from the European 

money market from $3.3 billion in 19~0 to $8.2 billion in 1981. ln 1981, 

oil-exporting Angola, Congo, Gabon and Nigeria accounted for 58 per cent of 

the Euromarket borrowings, while the new oil producers c:-f Cameroon and the 

lvory Coast claimed 18 per cent, with Kenya and Zimbabwe sharing another 8 per 
1/ 

cent.-

4. Hear.while, most other African countries were excluded and many turned to 

lMF stand-by agreements and extended fund facilities, despite the difficult 

conditions attached to IMF Joans. The severity of the situation is 

underscored by the fact that in 1985 African countries will most likely repay 

more than they receive from the IMF. Repayments tc. the Fund under the 

so-cal led "repurc:1ase obl igatiom·" are estimated at a total of $700 

million.'l:./ Moreover, it should be clear by now that debt re~cheduling is 

unlikely to bring any remedy since thP. basic assumptions about the region's 

future capacity to repay such debt are generally unrealistic. Even a 

reduction of protectionist measures in develope~ domestic market-economy 

(UECD) countries is unlikely to do more than bring about a very gradual 

reduction in t~1e debt and its burden since additional investment, based on 

imported faLtor inputs, will be required to finance new projects for export LO 

those countrits. lt should be recalled that Africa is not a significant 

producer and exporter of manufactures and semi-manufactures. Any reduction of 

protectionist measures affecting indust:-ial products will be mainly to the 

benefit of those third wor11 producers who already \lominate exports to the 

developed domer.tic-market ~conomy countries. lt may be thou~ht that debt 

write-offs can solve the problem. Desirable as they may be, it is difficult 

to see why the debt accumulation process will not recommence shortly 

thereafter)/ 

!/ Af~ican Business, June 1982, p.71. 

'];_/ African Economic £ligest, 4 January 198:> p.2. 

11 Of course some relief CP~ be obtained through redu~tions in imports 
of arms and ammunition· and other war mi1terial as well a:; i11 more 
successful efforts to reduce illegal transfers outwards. 
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Africa's foreign exchange expenditures 

5. The degree of the region's dependence on imported manufactures is truly 

alarming. Preliminary data collected by UNlUO from information published by 

the United Nations for most African countries indicate that the region's 

ioreign expenditures on certain major industrial commodities amounted, for 

example, to $74 billion in 1982: this represents about 55 per cent of Africa's 

external debt ~or that year. If all expenditures on services anc for all 

countries were added to that figure, the situation ~ould be much more 

dramatic. Exports of manufactures from African countries are very small; they 

represent less than one per cent of world manufactures export. In the 

majority of countries for which data was available, food manutacturing and 

textiles were the only branches in which the import to apparent consumption 

racio was below 25 per cent. Two other chemical products lliquitied petroleum 

gas and distil~ate fuels) have import to apparent consumption ratios beiow 50 

per cent 1.n most African countries. In l97'J-11J8l, motor gasoline may also be 

regarded as a border-line case: 18 of the 41 countries for which data are 

available had ratios of about 5U per ~ent. 

6. Of a 11 items .~I 54. 7 per cent had import to apparent consumption ratios 

approaching 100 per cent in all or almost all African countries. These 

products included virtually the whole range of intermediate industrial inputs 

necessary for integrated industrial development. The key issue lies in the 

fact that Africa is rich :n both agricultural and mi11eral resources. Africa 

has vast potential for the development of manganese, phosphates, iron ore, 

bauxite, tin, copper and diamond-based industries. Yet exploration and 

product development in these branches is virtually at a standstill and the 

region continues to import an increasing proporti~n of processed mineral 

intermediate products. ·Moreover, there would certainly have been ample 

opportunity for increased utilization of intra-industry linkages. 

7. Another feature of the industrial sector in Africa is the surprisingly 

little change that has taken place in import ratios over the period 1972-1974 

to 1979-1981. Out of the 43 commodities included in category 1 (i.e. with 

import ratios approaching 100 per cent in almost all countries), as many as 

4/ ~ach commodity is co~nted twice: once for 1972-74, once for 1979-81. ,... 
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18 remained within that category in both 1972-1974 and l979-l9ijl. Three 

proJucts lwood pulp sulphate, non-cellulosic sulphate and lubricating oils) 

moved down one category and had import ratios approaching 100 per cent in the 

majority uf African ~Quntries. Two products (glycerine and unwrought lead) 

moved up to category l. By 1981, all African countries had an import ratio of 

lUu per cent l:l these commodities. 

b. One particularly significant aspect of the debt problem is the contrast 

between developed countries which face acute problems of internal ciebt 

accumulatior. and third world countries which face similarly acute problems of 

external debt accumulation. The principal reason for this difference is the 

dependence of developed on their domestic markets not only for consumption of 

the bulk of their industrial production but also for the supply of the bulk of 

their factor inputs. It is rarely appreciated that UECD and CHl::A countries 

are really developed domestic-market economy countri~s (however the market is 

organized): the economic theories and philosophies they espouse (and which we 

unsuccessfully seek to apply -J Africa) are really nation-based. 

INDUSTIUALIZATIUN AND EXTt;K.NAL DEBT ACCUHIJLATlUN 

External dependence on factor inputs 

9. The above would seem to indicate that the main cause of debt is extreme 

dependence un imported factor inputs as well as investment in projects that 

are either unproductive or characterized by lot- capacity utilization. As is 

well known, the process of accelerated development and economic growth is 

dominated by the establishment of physical infrastructure and the creation of 

productive assets. This requires a long gestation period before substantial 

outputs are obtained. In general, this period is marked by the rapid growth 

ot industries based on natural resources/industrial raw and intermediate 

materials: in particular, concerned with the generation and distribution of 

energy, the construction of buildings and other structures, the supply of 

water and production ot basic chemicals (e.g. for agriculture, mining, civil 

engineering). The engineering requirements as well include the local 

production of implements, tools, spare parts and components as well as the 

launching of the machine too~s industry. Since even the largest machine in 

the world is made up of parts, it is clear that the machine-building industry 

mnst begin with the production of (standardized) parts a11d components. 
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10. As the development process gains momentum, a tremendous demand arises tor 

raw and intermediate materials, energy, equipment and replaceme_1ts, often 

outstripping the supply capacity of the national economy. These needs have to 

be met by imports even in countries where strict control is exercised over 

both imports and end-uses of factor inputs.~/ This demand 'bulge' often 

p~rsists for years, occasionally declining only to expand again as m~re 

sophisticated equipment and other imporcs are required. lt must be borne in 

mind that this "take-off" process may extend over 30 years. 

11. These import "bulg,es" do not of themselves create debt i!: (i) there are 

compensatory export "bulges"; (ii) the terms of trade remain fair; and 

(iii) foreign private investment flows (where these are permitted by the 

socio-economic philosophies of govern~ents and are broadly directed tJwards 

the national industrialization priorities) remain roughly in bnlance in real 

terms. In fact, none of these assumptions ~old true for Africa in the last 

decade or today nor are they lik~ly to apply in the uear future. 

External dependence on services 

12. In considering imports of factor inputs, the role of services, which 

constitute a very high foreign exchange cost, must also be kept in view. Most 

g0vernments, preoccupied with the commodity aspect of the balance of payments, 

ignore the impact of servic~ imports (shi~ping, civil aviation, insurance, 

marketing, infocmation, management, consultancy, etc.) whose volume and unit 

costs are often net even monitored. This lead3 to a tendency to treat 

services (e.g. esp~cially consultancy) casually and to neglect measures to 

ensure the substantial and eff icienl transfer of know-how to nationals. the 

process of industrialization coupled with structural change induces a heavy 

demand for consultancy services, especially in project design, planning, 

cor.~truction and project management. This is particularly true of the African 

r1~gion which is virtually a greenfield site of continental dimensions, 

enormous expenditures ure rP.quired in new physical infrastructures 'r·.~ds and 

railways; airport> and harbours; electricity ger.eration and distribution; 

water supply and effluent disposal; construction of townshi~~: site planning 

and development; plant construction, etc.). 

21 As in the case of centrally planned economies. 
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13. There is no lack of opportunities for building up national capabilities 

in the service sector. All that is required is better organization, including 

the extension of edu~ation courses and introduction of specialization. The 

public and the foreign private sectors also need to be encouraged and, indeed, 

urged to make genuine contributions to the development and utilization of 

local consultancy skills. Much will have to be done to improve the quality of 

work in small- and medium-scale enterprises. Despite the growing importance 

of service imports by the third world (and presumably by Africa), it would 

seem that policy-makers or planners have never given the matter serious 

attention. 

14. Policy-makers and planners must make special and sustained efforts to: 

(i) devise educational schemes to include specialization in these areas, and 

(ii) ensure that all state contracts not only provide for nationals 

(individually or in groups) to acquire op-the-job experience, but also include 

measures to ensure that this satisfacto~ily done. Unless this is done, 

foreign exchange will have to be spent on importing such services. The 

easiest and most re~sonable place for nationals to acquire experience of this 

kind is on projects within their ow~ countries or on multinational projects. 

Unproductive investments and external debt accumulation 

15. Another maJO' factor contributing to debt accumulation is the persistence 

(indeed the extension) oi enclaves, semi-enclaves and dysfunctional relations 

within the economy. While it is true that many projects fail as productive 

enterpri$eS because they were conceived and conunissioned for re~sons 

irrelevant to enhancing development and economic growth and diversification, a 

far larger number have failed for several other reasons, including ~ deficient 

conceptual base, poor d~sign, construction or management, wrong choice of 

technology, absence of forward and backward linkages or trouble-shooting 

capabilities, inadequate local and external markets and wrong timing resulting 

in productive projects often being created in advance of their time. 

16. An example of conceptual deficiencies is the establishment of 

polytechnics and universities where the subjects offered bear little 

relationship to current or prospective manpower needs. 
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17. As regards faulty tech~ology, the Africa region is littered with 

expensive equipment either still in the original crates or were installed with 

disastrous effects. 

18. In regard to linkages, the extreme dependence of industry in the region 

on imported raw and intermediate materials is widely known. Equally familiar 

is the problem of underutilization of fixed assets. One reason for this is 

that macro-projects are often conceived, designed and constructed without 

forward linkages which are assumed to occur naturally rather than as the 

outcome of deliberate planning. For example, farm-to-market roads sometimes 

fail because other components in the production structure or incentive system 

have been overlooked. 

19. Examples of what may seem to be white elephants include artisanal 

industrial training facilities, equipped with valuable and essential 

equipment, which operate at very low levels or face closure for lack of demand 

as well as railway workshops set up to produce spare parts, implements and 

tools which otherwise operate at low levels or face closure for the same 

reasons. In many cases, adequate demand exists, but it is tied to foreign 

affiliates and suppliers of foreign firms. In most cases, these firms hav~ 

not offered to help improve the product of the local suppliers. They have 

simply starved local suppliers of market outlets. 

20. Attention has also been drawn to the unfamiliarity of government agencies 

with the structure of minimum basic engineering •'acilities. As many country 

studies show, serious gaps occur in this structure. Similarly, policy-makers 

and planners are unfamiliar with the structure of th~ basic intermediate 

materials required for engineering production, and they are equally 

unconversant with the raw r.1aterials and technologies required. 

21. All these defects can be overcome in many cases, they call for only 

imagination and dogged determination. Hore specifically, they require that 

governments recognize the consequences of depending on foreign investments in 

their pursuit of national aims. 

22. It is essential that the reasons for thi~ state of affairs be restated i11 

a way that will nelp clarify rather than confuse bas~c issues. The following 

is a summary of the essentials; 
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la) The unrealism of African policy-makers and planners in believing that the 
rest of the world (120 developing countries, plus China, CHEA countries 
and Mediterranean Europe) Lan reasonably expect to obtain factor input 
supplies from 25 developed (OECD) countries (which, in general, plan 
domestic factor input production to meet their own current and 
anticipated needs), without astronomical increases in the unit import 
prices of such factor inputs; 

lb) 1he failure to realize that developed countries are bound to takz 
measures to prevent what they consider P.xcessive increases in the 
domestic prices of factor inputs resulting from excessive external 
demanc, either by insulating the domestic pricing system from such 
pressures and creating special pricing systems for factor inputs exported 
to the rest of the world or by adopting measures~/ to reduce the 
availability of foreign exchange to the rest of the world; 

(c) The failure to recognize and overcome the consequences of competitive 
increases in exports by the rest of the world to the 25 developed 
countries in respect of such items as cocoa, coffee, tea, sugar, oils and 
oilseeds, fibres, timber, spices, petroleum, metallic mineral~, 
manufactures and semi-manufactures; 

(d) The failure to appreciate the negative impact of the persistence lor even 
increase) in enclaves, semi-enclaves and dysfunctional relations in the 
domestic economy in the sense of wasting foreign exchange resources 
involved in their creation and in the sense of their failure either to 
generate additional foreign exchange or to reduce the demand for foreign 
factor inputs. Special attention is drawn to the effects of white 
elephants: projects with no productive potential or productive projects 
that are grossly underutilized or have been rendered inoperative for one 
reason or another; 

(e) The failure to recognize the growing importance of the service sector, 
especially consultancy servicef, in the economic and industrial 
develo~ment processes, as well a& their increasing unit and aggregate 
import costs, and the failure to take determined and concerted measures 
to develop such services locally. 

Africa's external trade and external debt 

23. Given the structure of North/South trade relations, the commodity terms 

of trade make debt accumulation inevitable as soon as policy-makers and 

planners in the third world attempt to increase the rate of development and 

economic growth of their countries. A further contributory factor is the 

failure to recognize early enough that the key issue is not repeated demands 

~/ For example, controls over capital investment outflows, restrictions 
on loans to third world countries, manipulation of commodity 
management agreements (such as the WFA), pressing for currP-ncy 
devaluation in third world countries. 
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or rleas, however phrased, for additional foreign exchanbe, but determined and 

economical efforts to produce domestic factor inputs relevant in function, 

large in quantity and of high quality. Both factors have contributed to the 

situation in Africa today. 

24. The future of exports from Africa to the developed domestic-market 

economy (OECD) countries is even more precarious. It will be significantly 

affected not only by recent and continuing developments in biotechnology and 

materials technology in p;rticular, and by the shift to new (frontier) 

technologies in general, but also by the shift of demand for raw materials by 

developed domestic-mar~et economy (OECD) countries from the third world to 

domestic sources, Australia, Canada and the deep seabed. It should be clear 

that attempts to reduce individual country problems by divecsifying the range 

of products for export to the 25 lO~~U) countries merely increases their 

overall supply, depresses prices and makes commodity wanagement schemes 

unworkable. 

25. These factors will, doubtless, reinforce the foreign exchange 

difficulti~s of most African countries which tend to depend indefi?,itely on 

only one or two dominant export primary products. Their difficulties are 

compounded, however. First, transnational corporations dominate and control 

both the exports and imports of many developing countries. Second, this 

control is, in several cases, reinforced by the effects of intra-firm trading 

which grt~atly facilitates income transfers through ariministrative pricing. 

Flow of external financial resources into Africa and its f•xternal debt 

26. Trends in foreign private investment flows to Africa offer no encouraging 

prospects. It is clear· from UN~T~ and other studies that foreign capital is, 

in general, moving away from and not towards the Africa region. Even where 

aggregate for~ign capital inflows and outflows remain in balance, only a few 

countries out of the SO Member States of the OAU are likely to benefit. In 

the developed domestic-market economy ~ountries, both government and private 

enterprise criteria determine which countries and sectors qualify for foreign 

private i.1vestment. These criteria include: stable political situation; 

favourable investment climate; liberal policies which permit profit-making and 

repatriation over shorter periods; and large and expanding domestic and 
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1:mltin;1tion:il markets. UnJer tilese conditions only a few African countries 

W•lUl<l qu3lity tor significant and sustained inflows of foreign private capital. 

::.7. ln .1<l1lition to the above, it is illusory to believe that vast resources 

(i.e. spare factor i~put,) are available in developed domestic-market economy 

countries for export to and investment in the 120 developing countries l5U in 

Africa with a majority in the least developed category), l:hina, the CHEA 

countries and Nediterranean ~urope. ~ueuing applies r.ot only to purchases 

financed by trade and loans but als3 to supplies made available through 

foreign private investm~nt. M~reover, Lhe terms and conditions are becoming 

increasin~ly t;ght.·Y Under the present circumstam.:es it is difficult to 

envisage an appreciable flow of resources into the strategic core sectors and 

subsectars such as mining, petroleum, intermediate materials (iron and steei, 

copper, aluminium, lead/zinc, heavy chemicals and petrochemicals), even taking 

account of the heavy expenditures on infrastructure which many of them will 

need. 

2t>. In the light 0f the above, the prospects for most African countries of 

receiving large foreign private investments are not encouraging. This also 

applies to technical assistance. It will therefore require significant 

determination by all parties concerned and persistent negotiations to increase 

overseas development assistance (ODA) to African countries, especially for the 

development of domestic factor inputs. African governments must recognize the 

real scope and dimensions of the looming crisis and enforce control over 

foreign exchange utilization. 

2\J. The situation can be summed up as follows: 

(a) The demand for foreign exchange (generally, it should be noted, for 
surpluses of a few, international currencies from a small number of 
trading partners) for the purposes of development and economic growth, is 
a highly competitive demand stemming largely from the need to acquire 
foreign industrial fa~tor inputs and services to economic development 
programmes. The only alternative to imports is the local production of 
such factor inputs; 

7/ The USA, for example, now requires bilateral treaties to protect 
loans made to and private investments in the third world. 
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lb) lhe demand for tac tor inputs lwhetht-r locally produced or imported) tends 
to bul~e uver a considerable period of time: the lower the in it i:i l level 
of development and economic growth from which acceleration l>e5ins, the 
longer the bulge persists; 

(c) The prospects of increased toreign exchange earnings within tl1e 
North/South structure of trade in both goods and services lin terms of 
the same small number of international currencies anJ traJin~ ~arln••rs) 
seem remote for the Africa regi0n with its large number ,1( least 
developed countries; 

ld) Similarly, the prospects of substantial increases in foreign private 
(venture capital) investment and development assistance in more tha11 
perhaps a dozen African countries and tor purposes of structural 
transformation (including the development of core and linkage systems) 
seem even more remote; 

le) Any solution which fails to place the highest priority on the production 
of domestic factor inputs will not work. An important consideratii>n here 
is the role of imported factor inputs in th•! development ul Joml~stic 
factor inputs. 

:-lliASUKES r\JI.{ ACI llJN 

General considerati0ns 

30. As seen from the foregoing c' 

part of Africa's external debt 

industrial goods and services · 

;t now appears obvious that a large 

expenditures on the imp0rt of 

.Jta1n the economic development process 

described above. Experience indicates that success in economic development 

depends on ~he level of industrial development. No process or 

industrialization lworse still an accelerated one) can be initiated witlh.>ut a 

massive expansion of the industrial raw materials industries and witl1out 

co~siderable intra-African trade in such materials.~/ 

31. If this is not the case, those expenditures will tiave been irreleva11t to 

the economic development process in general and the industrialization process 

in particular. ln eftect, the debt (i.e. foreign exchange to tinance importeu 

factor inputs) is still to come along with the bulge. 

!/ Without such trade, the complementarity of raw materials essential 
to diversifying output cannot be achieved! 



- 12 -

32. Lt is alsv not sufficient for expenditures to be incurred on the 

expansion ot university, polytechnic and technical secondary school education 

and training, if (i) these fail to include areas of specialization required 

for the development of core industries and it~ linkage system (such as 

materials, engineering design, machine building, machine tools, plant design 

and construction, and large-scale civil engineering), and if (ii) the 

teaching/learning process still remains isolated from the actual environment 

and process of manufacturing. 

33. Similarly, expenditures on transport and cPmmunications which fail to 

link r2w materials with industrial ~roduct1on or industrial production with 

domestic, and lat~r multinational, markets are not fully relevant to 

accelerated economic and industrial development. The mere fact of 

expenditures, even of their allocation by sectors, reveals little. 

34. The numerous country studies and field missions undertaken by UNIDO and 

~CA have highlighted the main weaknesses. These include: 

(a) The absence of core industrial projects as well as of deliberately 
planned and realized linkages; 

(b) The existence of unproductive or underutilized installed industrial 
plants. The closure of some often leads to the closure of others. 
Closures follow persistent underutilization whic:1 is itself due to the 
choice of technology or the failure to plan and realize linkages; 

(c) ~xtreme dependence on imported factor inputs from developed domestic 
market economy countries. The most obvious of which are: raw and 
intermediate materials;21 energy; entrepreneurship and management; 
experienced middle level supervisors and operators; spare parts, 
implements and tovls; and services; 

(d) The declining trend in the flow of foreign investment capital and ODA 
resources; 

21 These include cast-iron shape castings; S.G. iron shape castings; 
pearlitic malleabl~ iron castings; brass shape castings; mild steel 
section; electrode quality carbon steel sections; hardening and 
tempering quality carbon steel sections; carbon, carbon manganese 
and silico-manganese quality spring steel; carbon Looi steels; case 
hardening qualiLy carbon sulphur steel; mild steel plates and 
sheets; hot crossed rolled steel (for agricultural discs 
production). See also Section 1.3 and Table 3 of Industrial 
Development Trends and Policy Options (IU/~.439/2). 

• 
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(e) The absence of important components of basic engineering facilities 
(foundry, forging, heat treatment, machining, tool room, galvanizing, 
phosphating and electroplating, etc., repair and maintenance) • .!Q/ Toe 
absence of such components stifles the local production of parts, 
components, implements and tools; 

(f) Harked deficiencies in institutional infrastructure including failures in 
interde~artmental co-operation; neglect of reform of ~ublic enterprise 
associated with great dependence on foreign private enterprise ~nd TN~s; 
inadequate consultations with private sector; 

(g) Underdeveloped (or unsuitable) production centres such as railway 
workshops accompanied by underutilization of existing valuable equipment; 

(h) The concentration on easy import substitution involving capital intensive 
consumer durables for assembly or capital equipment for production of 
consumer goods; 

(i) Neglect of measures to expanri the domestic market base (in economie~ in 
which no more than 20 per cent of the population make habitual u~e of 
money for day-to-day purposes); 

(j) Insufficient measures for promoting economic co-operation which is often 
considered f econdary to rather than instrumental in the solution of 
national development problems. 

35. The list of polic/ issues requiring ~eform, factor inputs requiring 

deliberately planned production and institutional deficiencies needing 

improvement is a long one. No amount of foreign exchange can, by itselt, 

bring about reforms and repairs or lead to dy~amic integrated socio-economic 

change. 

Programme of action 

Policy and institutional measures 

36. lo the light of the preceding analysis, the progranune of action would 

have to address the problems on a series of levels. These would extend from 

the policy and institutional measures through the role of public enterprises 

and transnational corporations to the local production of factor inputs. 

These measures would have to be complemented by policy and structural 

adjustments as well as international measures. 

!Q/ See project description for ~ngineering Industry Uevelopmcnt 
ProgralMI~ (Preliminary document for field mission) prepared by 
A.K. Mitra, ~CA, Addis Ababa, 18 March 1980, p.25. 
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J7. Measures under this heading would i~clude the accelerated development ot 

the industrial sector as a means of progressively producing local substitutes 

tor imported factor inputs to economic development schemes. This would 

involve: 

(a) identifying core lmotor) industrial sectors and their linkage systems. A 
great deal of work ha5 already been done, within the framework of the 
Industrial Developmeut Dec:ade for Africa;.!!/ 

(b) Building up n~rional ca?ability in planning and designing core industrial 
projects along with their linkages with other sectors, especially 
a;;r icu i tu re; 

(c) Forcing the development of a data and information base l.ssential to 
restruc~uring the domestic economy. This will include, e.g. national 
income jnd expenditure surveys; inventories of scarce factor inputs; 
industrial output trends; the balance of payments on the services 
account; data on HVA, particularly relating to core industries. National 
~urvey data are essential to developing policies for dome~tic and 
ext~rnal market development as well as planning linkages; 

(d} Improving the professionalism and sense of commitment of mia1istries and 
agencies involved in the industrialization rrocess, such as those 
concerned with industry, planning, agriculture, education, transport and 
cownunications, labour, natur~l resources and finance, as well as 
development banks and corporations and support service institutions. 
~qually important will be efforts to compel such ministries and agencies 
to co-operate with each other in the interest of national survival; 

(e) Improving the professiona~ism, sense of commitment, freedo~ to innovate, 
etc., of local public and private enterprises and R & U institutions; 

(t} Undertaking reviews of economic co-operation concepts and institutional 
arrangements. Economic co-operation arrangements (even the most re~ent) 
have not given high priority to the production of and trade in raw 
materials, intermediates, nor to such capital goods as equipment for 
transport and communications, agriculture, water, mining and other 
natural resources; energy, building and construction, espec:ally the 
joint production of standardized parts; 

(g} Reducing the involvement and impact of foreign private enterprises on the 
attainment of the purposes and targets of these arrangements, and 
promoting the establishment of African multinational enterprises fer this 
purpose; 

.!.!./ See, for example, A Programme for the Industrial Development Decade; 
Initial Integrated Industrial Promotion Progranvne at the Subregion 
Level (IU/CO~f.S/CRP.l of 29 June 1984, Annexes 2-5 and, in 
particular, Annex 6. 
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th) H.c.riewing policies, priorities, criteria and control mechanisms for the 
allocation of resources to factor input imports. establishing, for 
example, the priority to be given to th~ local production of gi11 
vis-a-vis the local production of ~pare parts, fertilizers or 
agricultural machinery. 

J~. The eight areas ot action above do not constitute an exhaustive list of 

policy and institutional measures that need to be taken. However, if 

policy-makers and planners back away from facing up to the challenges they 

represent, little may be expected either of the Lagos Plan of Action and the 

lUOA or of efforts to solve trc present and future debt problems. 

Public enterprises and Transnational Corporations (TNCs) 

39. Policy-makers and planners will have to adopt measures to their public 

ent~~~rises to make them more effective or face the problem of relying on 

foreign transnational corporations. They will also have to re-design public 

enterprises so that they fit contemporary realities in Af~ica and s~e1:ial 

performance criteria need to be devised. In most African countries, it is 

essential to have ~ublic enterprises which: 

(a) Help to generate skilled manpower; 

(b) Provide vital intrasectoral or intersectoral linkages; 

(c) Make meaningful contributions to R & U; and 

(d) Help to organize and assist medium- and small-scale indigenous 

enterprises within the respective sector or subsector. 

40. As for the transnational corporation, policy-makers and planners must 

soon determine: 

(a) The role they really envisage foreign enterpris£~, especially TNCs, 
playing in national and multinational development and economic growth, 
together ~ith the real terms and genuine effect; 

(b) The period during which they intend to entrust foreign TNCs with specific 
critical roles in the process of structural transformation, such as the 
development of indigenous factor input supplies to meet national needs; 

(c) The successors or alternatives they intend to rely on and the steps they 
will take to build up these alternatives or successors. 
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Local prod~ction of factor inputs 

41. Since it has been argued that the main ~ause of Atrica's eEterual debt is 

its extreme dependence on imported fac~or inpots as well as its inv~~tments in 

unproductive and lcw capacity utilization projecls, it would be worthwhile 

considering some measures to remedy the situation. It would seeg reasonable 

to focus such measures on accelerated ind11strialization which will, in the 

long term, contribute greatly to solving the debt problems. The measures to 

be taken would need to accord priority to the development of entreprer1eurs; 

managers; manpower for procurement, production and distribution; ~omplementary 

raw and intermediate materiais (of which energy is a very impo~tant 

component); equipment, spares, implements, tools, instruments; technology (not 

emoodied in persons or in equipment); physical and institutiona! 

infrastructure; services; intra-African co-operation; and the eY.pansion of 

domestic and multinational markets. 

42. Since particular significance is attributed here to the rat~ of factor 

inputs supply in respect of debt creation, thought must be given to 

accelerating the production of indigenous factor inputs on a national, 

~ubregional or regional basis. In the following paragraphs, attention is 

fo~used on those categories and aspects of factor inputs that are considered 

critical to the industrialization process. These are conceived mainly in 

term~ of the core projects and the linkage systems which policy-makers and 

planners have identified. 

Human resources 

43. Human resources constitute the first, largest and most crucial factor 

input. Attention is drawn to several sub-groups: 

(a) Policy-makers and planners and other principal actors 

Measures to enhance capabilities for policy and decision making 
would include the organization of intensive audio-visual courses and 
highly specific study visits to familiarize such persons with such 
aspects as the physiology of industrial production (including core 
industries and their linkages), factor input supplies, procurement, 
marketing and distribution and support services. Planners in particular 
need to be introduced to new techniques. 

• 

• 

• 
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(b) l::ntrepreneurs 

The development ot local entrepreneurs i.s essenti.al if the external 
depende~ce of African countries on this important category of industrial 
manpower is to be reduced. l::ven in a small country faLrly wcll-end0we•i 
with natural resources, it can sately be assumed that imiustri.al 
entrepreneurs must number many tens of thousands. They woulJ rani::,e tr0111 
state enterprises in the naLural resources 1 industrial raw materials 
field, to subcontractors producing parts anJ components tor vehicles or 
machines, t.> small-scale enterprises producing such items af: imi:lements, 
tools, nai!.s, screws, bolts, belts and small 6enerators. WhLlst a few 
hundreds or even thousands of foreigners may be induced to take up the 
entreprene~-ial burden, success will depenJ on local entr~prcneurs in a 
broad variety of sectors and locations. Special policy measures anJ 
.ippropriate incentive schemes w..,uJd have to be adopted. 

(c) Management 

Measures required to enhance the development ot managerial 
capabilities would include improving programmes and facilities tor the 
education and training of managers that take African realitLes into full 
consideration. This is important since it is not often fully understood 
how much management is related to history, culture and technology 
(material and social). In most African courtries, current programmes art? 
based on foreign models. 

Services 

44. At intervals throughout ttiis paper, attention has been drawn to the 

growing service imports whi~h re!ttricts the supply of toreign exch1nge needed 

to pay for imports of other factor inputs. Thus, Atrican guvernmcnts urgently 

need to: 

(a) Review trends in the volume and composition ot service imports; 

(b) Hold consultations with public enterprises, selected foreign private 
enterprises and selected domestic private enterprises on their 
requiremP.nts for, and experience of, consultancy services in regard, in 
particular, to the implementation of core linkage projects; 

(c) Hold consultations with indigenous consultancy organizations on methods 
for and their role in meeting those needs; 

(d) Mobilize the co-operation of other third world countries (especially 
newly industrializing countries) in the supply of consultancy services 
and in the development of local consultancy capabilities; 

(e) Consider measures for developing local and multinational substitutes for 
other imported services other than consultancy services. 
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ilaw and intermediate materials 

4). The measures which Atrican policy-makers and planners need to take 

include the following: 

(a) formulation oi policies and programmes to deal with raw and intermediate 
materials production, trade and procurement; 

(b) Production of an industrial map ot Africa or national and subregional 
atlases, however rough, which would provide basic information on the 
possibilities of increasing material cot~plementarities through production 
and trade; 

(c) ~stablishment of bilateral or multilateral working groups to examine the 
feasibility of joint production, transportation and trade by barter or 
other arrangements which require minimum use of international currencies. 

Intra-African co-operation 

4b. African governments urgently need to allocate financial and human 

resources to the intensification of .ntra-African industrial co-operation, 

within the framework of the Industrial Development Decade for Africa, 

especially in the development of strategic core industries to serve the needs 

of the economies of a subregion or group of countries. This would call for 

the establishment of African multinational enterprises and clearing houses in 

priority strategic core industrial subsectors. In this regard, there appears 

to be a need for the preparation of guidelines, in the form of a "model 

framework", for the establishment of these m~ltinational enterprises and 

trading companies. 

47. In connection with the above, the African Industrial Development Fund 

should be strengthened and consideration given to upgrading it into an Afr1can 

Solidarity Fund for Industry, as called for in the Lagos Plan of Action and 

the progranune for the Decade. This would be used not only to finance 

pre-investment studies but also to provide credits and guarantees, especially 

for multinational projects. It would also help to reinforce the efforts being 

take.a at the national level through the establishment of industrial 

development banks and at the regional/subregional level through the African 

Uevelopment Bank and subregional development banks. 
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Policy and structural adjustments 

48. Liecision-maken• would neeJ to undertake economic policy anJ structural 

adjustmencs related, in particular, to: 

(a) Mor~ ~ttective identification and planning of the nation's forei6n 
exchange requirements for essential industrial commodities with a view to 
reducinc; wastage. This would include proposals for obtaininl; essential 
foreign exchange and investment and the reduction of excernal debt 
through internaticnal negotiations, domestic substitution ot importe~ 
factor inputs and improved management of the economy; 

(b) Criteria ~or identifying African foreign exchdnge requirements in the 
sh1Jrt- and meuium-term, including essential foreign investment and 
exchange requirements of industry; 

(c) National procurement procedures with a view to streamlining existing 
practices and strengthening existing arrangements at the regional or 
subregional level, including joint negotiations, importation and 
distri~ution of major industrial and other comr.:odities; 

(d) Rehabilitation of potentially viable projects and improvement of their 
management, production, operational efficiency and profitability, 
including readjustment of original contractual (especially financial and 
management) arran~ements, as well as opening up new markets for their 
products and finding new source3 of raw material supplies, especially 
from local resources; 

(e) National resource allocations with a view to according priority to 
accelerated industrial growth in African countries closely tied with the 
other economic sector~, especially the agricultural and construction 
sectors. 

Measures at the international level 

49. Policy and opera. oal measures need to be taken so as to readjust the 

pattern and structure of external investme.nt and ODA flows into the national 

economy. Every care should be taken to ensure that these resources are 

directed towards those projects would contribute to the local production of 

industrial inputs, thus helpin~ to reduce the national external debt. 

SO. In that connection, existing arrangements should be reinforced and new 

ones established for a more effective utilization of the principal forms ot 

industrial finance, i.e. multilateral grants and loans, bilateral grants and 

loans, commercial bank loan capital, direct foreign investment, and trade 

credit. This would contribute to the progressive reversal of the present 

situation in which a number of industrial project3 represent a constant drain 

on meagre foreign exchanKe resources. 
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