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I. — INTRODUCTION

«Industrialization is the main hope of most poor countries trying
to increase their levels of income» (1). This view, expressed over a quarter
of a century ago, is still widely accepted among development economists
and policy makers in the developing countries. Since then, manufacturing
has transformed some developing countries, notably several in East Asia.
In most of Africa (2), however, industrialization remains more a hope than
a reality, for even though considerable progress has been made, levels of
industrialization are lew in comparison with other regions and the contribu-
tion of manufacturing to the economies of most African countries is still
quite small. Moreover, critical views are increasingly being expressed regar-
ding the structure of industrialization in Africa and the relationship of
manufacturing to other economic sectors, especially agriculture.

This questioning of the role of manufacturing is part of a more
general economic reappraisal, reflected in the Lagos Plan of Action and
elsewhere, for it is perhapsno exaggerationto refer to the beginning of the
3rd UN Development Decade as a time of crisis in Africa. To overcome the
crisis strong national and international policy actions, some of them pain-
ful, will be required.

This paper is intended as a modest contribution to the analysis of
the situation upon which policy actions should be based. In part 2 the
waevelopment of the manufacturing sector from 1970 to 1980 is reviewed
and certain trends are discussed. In part 3 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 conclu-
des with some brief general policy recommendations (3).

*  This paper has been prepared without formal editing. The designa-
tions employed and the presentation of material do not imply the ex-
pression of any opinion whatsoever on the part of the Secretariat of
the United Nations concerning the legal status of any country or its
authorities, or concerning the delimitation of its frontiers. The views
expressed in the paper do not necessarily reflect the official views of
UNIDO Secretariat and do not commit it to any particular course of
action.
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2. — DEVELOPMENT OF MANUFACTURING SECTOR, 1970—-1980

The significance of manufacturing varies greatly from country to
country in Africa. Table 1 shows three key manufacturing indicators —
manufacturing value added (MVA) per capita, the share of MVA in GDP
and the country share in total African GDP — for all countries in 1970
and 1980. For inter<country comparison MVA per capita has the advantage
that it does not reflect variation caused by the development of other
sectors. The discovery of oil, for example, will raise a countrys’ GDP and
thus lower the MVA/GDP ratio without necessarily affecting the level of
MVA or MVA per capita (4). The MVA/GDP ratio, expressed in current
prices, is more useful for showing the relative importance of manufacturing
within a country at a given point in time, whereas the country share in
regional MVA reflects its population size.

As of 1970, MVA per capita averaged about $ 8 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-Bissau, Lesotho and Rwanda to § 55 for
Zimbabwe and Namibia. As of 1980 the variation among countries was
even greater. In the oil-exporting countries average MV A per capita almost
doubled 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 the great difference in performance of the oil
exporters, especially Libya A.J. and Gabon, and the rest of developing Afri-
ca, especially the poorest countries. Whereas in 10 of the least developed
countries and in 11 of the other countries group MVA per capita at cons-
tant prices actually declined, considerable increase occurred only in 3 of the
least developed countries (Botswana, Malawi and Rwanda — from low 1970
levels) and in 8 other countries (Egypt, Ivory Coast, Kenya, Mauritius,
Seychelles, Swaziland, Tunisia and Zambia). In current prices (and exchan-
ge rates) the picture as of 1980 was very different from that of 1970.
MVA per capita in the later year averaged about $ 92 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-
Bissau to $ 456 for Gabon ; in 24 countries 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
oil 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 Seychelles (reflecting under-development) and Libya A.J.
(reflecting oil wealth), whereas Zimbabwe and Egypt had the highest MVA
shares (21.3 and 19.6 per cent). At constant prices the MVA share rose to
an average in 1980 of 6.4 per cent in the oil exporting countries, 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. Particularly large
relative increases in the MVA share occured in Libya A.J., Gabon, Botswa-
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Table 1. Mamufacturing value added (MVA) per capita and share of MVA in GOP, developing Africa by country, and country share
in MVA of Developing Africa, 1970 and 1980 a/

Country/ MVA per capita Share, MVA in GDP Country share in MVA of
Territory (Us §) at factor cost (in per cent) developing Africa (in per cent)
1970 1980 1980 1970 1980 1980 1970 1980 1980
(constant) (current ) (constant) (current ) (constant) (current )

Main oileexporters _mv 13478 25,57 91471 5420 6439 5401 184460 284339 354089
Algeria 30429 43442 134,65 11416 11411 8,12 7.478 8.570 9.532
Gabon 23,37 120,58 456,32 4412 10416 7466 0,213 0.715 04971
Libya A. J. 32437 144,04 270454 1.79 559 2,20 1.191 4.598 3.097
Nigeria 916 1739 72,05 4.43 5021 5401 9.578 144456 21,489
Least developed (21) TT9 Te47 25.48 8469 8,10 7627 156155 114235 13.735
Benin 6487 6433 13473 8.35 6432 5¢21 04346 0.186 0.188
Botswana 9452 25,82 67487 T84 10431 6.92 0,106 0.219 0.206
Burundi 4434 5e53 19423 6477 781 11462 04284 0,256 0.319
Cape Verde 4491 4.73 17.14 5623 5488 5¢58 0,024 0.017 0,022
Central African Republio 13445 12459 41,28 13409 13495 13499 0.439 0.303 06357
Chad 4449 3466 19.44 5449 5420 9.14 06303 "~ 04178 04339
Comoros 6e41 2,42 9.98 6469 4,70 5¢26 0,033 0,015 0.022
Ethiopia 6482 Te07 13419 9455 9.74 10464 3,107 2,428 1.625
Gambia 6,09 2.93 9433 5410 2,64 2,58 0,052 0,019 0,022
Guinea 4451 4462 10.27 2,89 3.01 3410 0327 04250 0.199
Guinea Bissaun 1429 1425 4,30 1,07 1012 1.75 0,012 0,008 0,009
Lesotho 1451 4456 11400 2,71 5402 4.93 0.030 0,066 0.057
Malawi 10422 15495 36.22 15436 16411 15466 04850 1,042 0,849
Mali 5¢11 5422 22,27 10454 10,83 13,17 04496 04373 0,571
Niger 5¢73 5e75 21434 6404 5673 5631 0.426 04331 0441
Rwanda 2,00 10416 28,08 347 12421 12,84 04131 04527 04522
Somalis 5¢02 6.82 29,04 6449 8425 8.61 0.259 04269 0411
Sudan 13,458 10419 32433 10418 7409 7.01 34558 2,016 2,294
Panzania U.Re . 8480 8423 244,57 10,08 T75 Te87 2,143 14591 1,703
Uganda 9,08 4.26 57428 7450 4480 4.76 1.646 0.628 3,027

Upper Volta 577 6497 2092 10,688 14.57 13.88 04583 04513 0.552
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Table 13 Contimatio
G——

Other (27) 23,25 27,76 65456 12,69 13,70 12,13 66,386 60.422 51,176
Angola 14428 6457 11,81 5418 44,91 2,58 14472 0.476 0,306
Camexoon 15426 18400 68,08 10,02 9,06 9.64 14904 14659 2,250
Congo 13425 12,01 39.68 6.63 5¢24 4,62 0,290 0,200 0,237
Djibouti 23,98 19491 T1eT1 6.09 8.53 8,60 0.074 0.071 0,091
Egypt 35454 47446 67.00 19.60 17467 14,02 21,902 21,340 10,804
Equatorial Guinea 9.62 2.33 9420 3.77 4421 5422 0,052 0,009 04013
Ghana 29,30 20,92 105.25 12,15 12451 9.66 44675 2,773 5.005
Ivory Coast 23,66 36,08 117.98 11.40 13.48 10.38 2,513 3,126 3,666
Kenya 15,00 22,57 47.68 12,13 16.02 12,49 3.218 3.997 3,028
Liberia 11433 14.59 32,55 4.00 5.55 4,98 0.281 0.289 0.232
Madagascar 13433 12,49 41465 1151 11.97 11.49 1.666 1,153 1.379
Mauritania 8415 8495 27431 4.93 6424 6.31 0.174 0,143 0,157
Mauritius 31,66 65.90 154,77 16,01 21,26 17499 0.486 0.680 0,573
Morocco 35458 42,49 122,70 15486 15451 17.50 9.836 9.178 9507
Mozambigque 12,84 9.57 22,70 589 6412 8,65 1.920 1,051 0.894
Namibia 54455 57.08 84.84 9.35 8,28 4.85 0.777 0,605 0.322
Reunion 39415 38.78 152,65 4.94 3426 3467 0.323 0.230 0.324
Sao Tome and gHUO 8449 NOWO N.—ow._ 4.81 Wo#w AQ‘NA. 0,011 0003 0,007
Senegal 27,66 26,06 66474 15493 18424 16.89 2,257 1.588 1.459
Seychellaes 6415 20443 98.29 1.59 4421 6.20 0,006 0,015 0,027
Sierra Leons 8,90 9.64 26.92 6.45 Te32 7.20 0.453 0.359 04360
Swaziland 30433 68419 177.04 12,35 18429 23,52 0,236 0,398 0.370
Pogo 12,53 7454 22,61 10,24 6.18 5470 0.454 0.207 0.223
Tunisia 23,16 48,66 111,06 9,22 11423 10,03 2,131 3.286 2,690
Zaire 5e12 3.65 8416 7455 6450 8.36 2,053 1,134 0.910
Zambia Nu.i 31 .S mﬂot m.wu 10,00 ._#oww 1,812 ._owmﬂ 1.975
Zimbabwe 55410 55451 150.46 21,30 23431 23,80 54410 44491 4.367

DEVELOPING AFRICA
TOPAL (52) 16429 21,07 58.75 9450 9.77 7463 5,408 b/ 9,258 b/ 25,811 b/

m.\ 1970 data in 1970 prices and 1980 data shown in current and constant 1970 prices.

b/ Value in US$ millions.
Sources Gomputer printouts supplied by ECA Statistios Division, with calculationq by the UNIDO Secretariat.
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na, Lesotho, Rwanda, Upper Volta, Kenya, Mauritius, Swaziland and Zam-
bia, 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 all the
country groupings (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 Afri-
can MVA, the least developed countries 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), Morocco (9.8 per cent), Nigeria
(9.6 per cent), Algeria (7.5 per cent) and Zimbabwe (5.4 per cent). Toge-
ther these 5 countries accounted for about 54 per cent of the total, whereas
31 countries had shares of less than 1 per cent each (as little as 0.0006 per
cent in the case of the Seychelles). The share of the oil exporters increased
in constant prices to 28.3 per cent in 1980, and the shares of the least deve-
loped and 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. In current prices the share of the oil exporters was even greater,
35.1 per cent, and the share of the least developed countries was 13.7 per
cent (largely due to the difference in Uganda’s share in constant and cur-
rent prices, a reflection of high inflation). The current price share of the
other countries was only 51.2 per cent (resulting from the difference in
Egypt’s share in constant and current prices, a reflection of low inflation
and currency devaluation). As of 1980 the 5 largest manufacturing coun-
tries, in current prices, were Nigeria (21.5 per cent of the total), Egypt
(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 1970 to be noted among the positions of the main
producers is the large increase in Nigeria’s share and the large decline in
Egypt’s share. Compared to 1970, the 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 MVA during 1970 —
1980 was high in the oil exporting countries (10.4 per cent), with a range
of 7.7 per cent (Algeria) to 21.4 per cent (Libya A.J.). In the least deve-
loped countries average growth during the period, 2.6 per cent, was only
one quarter of the rate in the oil exporters ; growth ranged from -4.0 per
cent (Uganda) to 37.3 per cent (Rwanda). In the other countries growth
averaged 4.6 per cent, whith a range from - 10.5 per cent (Equatorial Gui-
nea) to 19.5 per cent (Seychelles). In terms of regional «growth poles» it
may be seen that the most rapid expansion of MVA tended to 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, Nigeria and Ivory Coast in the west and Rwanda and Kenya
in the east. The table also shows that real MV A growth during the second
half of the decade was less than in the first half in most countries (negative
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growth in 13 countries), with an average of 9.1 per cent for the oil expor-
ters, 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 oil exporting countries and by 0.8 per cent in other countries during
1970—1980, but the average MVA growth rate in the least developed coun-
tries 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 in much of Africa it seems that manufacturing as the «en-
gine of growthy is faltering. This important phenomenon will be consi-
dered 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, 1970 = 100) varied
from less than 200 (Libya A.J., Ethiopia, Guinea, Namibia, Senegal and
Tunisia) to over 1000 per cent (Uganda, Ghana and Zaire). In most cases
these 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 equally
high inflation was exacerbated by a slight upward revaluation against the
US dollar, and devaluation in Egypt and Namibia, both with relatively low
inflation rates, resulted in these countries having the lowest 1980 MVA
deflators, corrected for exchange rate changes, in Africa. Calculated on .
the basis of equal weights for each country, average inflation in manufac-
turing expressed in US dollars was lowest in the oil exporters and highest
in the least developed countries. Reflecting the large increases in oil prices,
1980 MVA price deflators were below those for GDP in all 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 other countries.

Space does not permit a detailed examination of inter-country or -
inter-temporal differences in distribution of manufacturing, but the average
strucure of manufacturing in developing Africa as of 1975 is shown in Table3
and for comparison, distribution 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 manufac-
turing than many other least developed countries). Typically, food, beve-
rages and tobacco (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. In that country the shares of fabricated metal products and .
machinery (20 per cent), basic metals (15 per cent) and chemicals, (14 per

cent) etc... were much higher than in Sudan, where bask metal produc-
tion was almost non-existent, the share of fabricated metal products (based
on metal imports) was only 4 per cent, and the share of chemicals and rela-
ted products (mostly petroleum refining) was 9 per cent.

»
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Table 2. value added (MVA) and difference between MVA and GDP growth, averages for 1970-75,
1975~ and 1970-80, with 1980 price deflator for mamfactur. and ratio of mamfacturing and GDP price deflators,
developing Africa, bys
MVA price
MVA real growth rate Deflator deflator 1980

oo:b.«u.%\ MVA real growth rate mims GDP real growth rate corrected for GDP price

territory (per cent) a/ (per cent) s/ MVA price change in US$ deflator 19

deflator, 1980 value of looal (1970 = 100

1970=75 1975-80 1970-80  1970=75 1975~80 1970-80 (1970=100) b/ currency b/ in per cent)
Main oil~exporters 4) 11,60 911 10,36 4414 0.74 2,44 250420 320,64 70.96
Algeria 7405 8,28 7.66 - 1448 2,64 057 240,10 310413 73.09
Gabon 28,80 11.57 20,19 9.38 8,93 9.16 284,50 378444 75441
H.H.UW&. Adde NO.AG NN.E N._.#O ._WO&O ._Womo ._w.mo ._muomw ._mvwouo wwow._
Nigeria 15429 703 11416 8417 = 2,30 2,93 322,69 414441 96,03
Least developed (21) 3404 2,07 2,56 0621 = 1,39 = 0659 348,94 ) 393651 107.66
Benin 5.77 = 5¢74 0.02 2,51 = 6,75 =2,12 211,60 281.47 82,52
Botswana 15.86 14471 15428 7428 1468 4448 224,46 262,93 67.18
Burundi 4443 4463 4453 3.26 = 0,24 1451 358,00 347.98 148.85
Cape Verde 1465 1.96 1.81 3.50 = 1,12 1.19 481,90 361,63 94,63
Central African Republic = 0,27 3494 1.84 - 0,68 2,17 0.75 246,60 328,02 100432
Chad 6418 = 5.32 0.43 3.40 = 4415 = 0,38 402,40 455.59 175.58
Comoros w'ﬂo - mow‘w - dow# A.Avm - momm - NQNN u._&cmm #.:.#N 112,02
Ethiopia 1,07 5.05 3.06 - 1419 1.76 0.28 154 .45 186453 109.27
Gambia Ngomd lLWo#w Av.._m ._mohm .l._#og ._QNO NG\NQN._ WAWQWW Wwwcww
Guinea 2458 3423 2,91 - 0,32 1445 0457 15770 222,28 102.85
Guinea~Bissau 0.14 2,61 137 - 2,10 3436 0.57 403.90 343.28 155446
Lesotho 45.74 5.98 25,86 38444 = 2,50 | 17.97 262,05 241.40 98,16
Malawi 11420 44,62 T91 1481 = 0,51 0465 220,27 227,14 97422
Mali 3,06 2,82 2,94 0.28 0.89 0.56 320,00 426,67 121469
Niger 2,52 4.42 3447 Je11 = 3475 = 0632 279420 371439 92,73
Bwanda 68,31 6.28 37430 58493 1445 30,19 256,50 276425 105415
Somalis 9466 2,5 611 517 0,17 2,67 375.44 291,06 104,36
Sudan w.ww 1.87 Nowu ._.S - 2,01 - Oo&ﬂ #mmomo WANQ#N 99.00
Tanzania U.R. 4.81 0.44 2,62 0,31 = 5.38 = 2,54 342,89 298.41 101457
d% - Nomw - Wou\\ - Avoow - 2,88 - moAvW - Avc._m ._oN._WQNW ._ougomm WW.._._

Upper Volta 7489 1.54 4.71 “r 0415 3446 225,10 300,05 95420
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Table 23 (Contimiation

other (27) 5025 3.88 4457 1459 0,07 0.83 359435 351,78 99.87
Angola - 2,07 = 157 - 1,82 4431 0,09 2,20 308.80 179462 52,46
Cameroon 2,15 6426 4421 - 2,64 0.73 = 0.95 283,70 378416 106.38
Congo - 0,99 4.98 1499 - 8424 3,84 = 2,20 248,50 330455 88419
Diiboutd 10,81 0449 5¢65 4.78 2,83 3480 299,90 360,05 100,81
Egypt 4,06 6.50 5628 = 0,36 = 1,81 = 1,10 227,22 141,14 79435
Bquatorial Guinea - 2,29 =18.76 =10453 6.86 = 4417 1.04 371.40 392.45 123,07
Ghana 2,60 - 1.52 0454 1016 = 0,22 0.47 15356426 503421 77422
Ivory Coast 672 9420 7+96 0.69 3.04 1.86 247.90 327,00 76.99
Kenya 8425 770 7.98 3.50 2,66 3.08 219.49 211,21 77.95
Liberia 12,18 Oomo mouw 8.80 Onw.w w.wm NNW.OA. .Nmuog mWo\\#
Madagasocar 2434 1423 179 1426 0.36 0.46 251,30 333458 95.99
Mauritania 0441 6.90 "3,66 = 1,82 6475 2.47 252,10 305,10 101.05
Mauritius 11444 Te33 9438 3.86 2,35 3410 327.71 234,86 84.61
Morocco 6455 3,11 4483 1,33 = 1.81 = 0,24 220,70 288,80 112,83
Mozambique 6422 = 3437 1442 7.86 = 3,36 0.60 407.42 237,09 141,30
Namibia 2,58 3445 3,02 ~ 0,76 = 1,58 = 1.16 175.00 148.64 58454
Reunion - 1423 6.09 2,43 - 8.04 0.14 = 3,95 297430 394,66 112,78
Sao Tome and Principe 0450 0439 0.44 5.06 = 2,60 1422 346.40 284.85 87.54
Senegal 4437 0415 2,26 1.88 1617 1452 192,50 256,06 92,57
Seychelles 25,93 12499 19.46 21.75 6.21 13,98 647.06 481,59 147455
Sierra Leone .womm - Oo._m u.m.w momm - No._m ._o.Nm wmmnwm N‘NWo#O wmou.w
Swaziland 17.07 5498 11453 9496 = 0.73 4,62 305.81 259,74 128,62
.HONO - w.m# -~ 0635 - 1.99 - WO\NO - uom# #om\\ NNwouO N@Womw WN.NN
Tunisia 13450 760 10455 3447 1432 2,40 175.40 228,23 89.35
Zaire 3478 - = 4443 “ 0,32 = 0,14 = 2,75 = 144 14175430 223,59 129467
Zambia 19,99 =~ 1a11 9444 14.84 = 0.15 7435 310.64 281.44 149.34
Zimbabwe momw ._OOA. 3.78 Ouom 1483 Oow&. quom\\ N\\._oom ._ONoOW

a/ 1970 US § basis.
w\ Deflators for the three country groupings calculated on an unweighted arithmetic basis.
Sources Computer printouts supplied by ECA Statistios Division, with calculations by the UNIDO Seoretariat.




134 Africa Development

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

— The great diversity in level of industrialization among African
countries existing at the start of the 1970s increased during the decade,
with (especially) the oil 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
manufacturing was generally much lower, with average 1980 MVA per
capita below that of 1970 in real terms in the least developed countries,

— In most countries growth 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 (especial-
ly in the second half of the decade), with MVA growth often below GDP
growth,

— Price and exchange rate changes, as well as differences in real
growth, greatly affected the shares of many countries in total African MVA,
in particular with Nigeria’s share increasing from 9.6 to 21.5 per cent and
Egypt’sdecreasing from 21.9 to 10.8 per cent,;

— The share of processed agricultural products, textiles and clothing,
though accounting for about half of total MVA in developing Africa as of
1975 (more in poorer, less inricher countries), is declining, with the shares
of metals and metal based products and chemicalsincreasing.

3. — UNBALANCED GROWTH: LINKAGES AND NON-LINKAGES
BETWEEN MANUFACTURING AND GENERAL ECONOMIC
DEVELOPMENT

National accounts data for 1970 — 1980 reveal significant changes
with regard to agricultural output, trade and public expenditure which inte-
ract with the development of manufacturing (5). These changes are shown
below,and in the light of these and other factors the changing role of ma-
nufacturing is discussed.

In almost all African countries the rate of growth of agriculture
slowed 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 million ), 1.8 per cent in the least developed coun-
tries (1980 population: 139 million) and 0.9 per cent in other countries
(1980 population: 202 million), whereas average GDP growth (at factor
cost) in the three groups was 7.9, 3.2 & 3.7 per cent. Thus the share of
agriculture in GDP at constant prices dropped from 30.2 per cent (1970) to
16.3 per cent (1980) in the oil exporting countries, from 50.6 per cent to
44.2 per cent in the least developed countries and from 29.9 per cent to
22.6 per cent in other countries. Within the agricultural sector the drop in
per capita production of food supplies, especially grains, was even greater
than the decline for the sector as a whole (FAO data), so that combined
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Table 3: Distribution of Manufacturing Value Added by Sub-sector,
Developing Africa, Zimbabwe and Sudan, 1975

ISIC code (with Branch Description) Developing
Africa(a) Zimbabwe Sudan
(percentage) (b)

31 (food, beverages and tobacco products) 313 18.2 43.5
32 (textiles, wearing apparel and leather

products) 20.6 169 36.6
33 (wood products, including furniture) 42 33 0.1
34 (paper and products, printing and publi-

shing) 49 6.7 2.0
35 (chemicals and petroleum, coal, rubber

and plastic products) 159 14.1 8.9
36 (non-metallic mineral products, except

petroleum and coal products) 49 4.6 44
37 (basic metal industries) 4.2 14.9 04
38 (fabricated metal products, machinery and

eyuipment) 12.6 199 4.1
39 (other manufactures) 1.3 1.2 0.1

(a) 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.

with increasing per capita tood consumption resulting from higher incomes
per capita, the difference between local demand for and supply of food wi-
dened greatly. Thus agricultural exports declined and imports rose, negativly
affecting foreign exchange availability (see below). By 1980 the situation
was therefore at or near that of crisis, 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 in manufactures led to asecond crisis in the balance of payments.
Net exports as a percentage of GDP (current market prices) is shown below

for the oil exporters, least developing countries and other countries from
1970 to 1980.

1970_ 1-9_71 1972 _127_3 1974 1975 1976 1977 1978 1979 1980

Main oil
exporters 469 587 5.18 S0516.16 035 2.1 8]
Least deve- 0 263 341 6.83 14.82

loped 4.17 529 367 447 959 1044 703 7.8 995 9.29 1042
Other 0.79 372 195 080 232 823 700 6.70 820 892 8.03
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The table shows that in the least developed countries, and to a
lesser extent in other oil importing countries, a substantial and rising pro-
portion of GDP was needed to offset the trade deficit, whereas, except in
1978, the oil exporters had a large trade surplus relative to GDP. This dif-
ference was largely the result of changing terms 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 from 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 use of
resources (see below), 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 administra-
tion and defense spending increased at an average rate of 17.8 per cent (1970
prices), and its share in GDP increased from 8.3 to 19.5 per cent. In the
least developed countries, growth rates for government and private consump-
tion were lower, 4.7 and 3.1 per cent, and the share in GDP of government
consumption rose from 14.1 to 16.3 per cent. However, the rate of growth
in public administration and defense, 6.9 per cent, was considerably higher
than in other activities (except mining) and its share in GDP rose from 7.0
to 10.1 per cent. In other countries growth of government consumption
averaged 5.0 per cent, compared to 3.2 per cent for private consumption,
and the share of government consumption rose from 17.4 to 19.4 percent.
Public administration and defense grew at an average rate of 6.8 per cent,
well above growth in other activities, and its share in GDP rose from 10.2
to 13.6 per cent.

This rapid irncrease in public spending may have several undesired
effects. First, it reduces capital resources available for activities greatly in
need of additional investment, such as small scale farming. Second, it redu-
ces availability of skilled manpower in sectors such as manufacturing where
such resources are in short supply. Third, it generally adds to price inflation.
These negative effects might be outweighed by contribution of such expen-
diture to overall economic development, but accumulating evidence suggests
that in many countries this has not always been the case (6). Public spen-
ding and administration capacity has been used, for example, to manage
complex schemes of trade and price controls and public enterprises which
have tended to keep prices received by farmers below world prices, thus
reducing output, and to distort the pattern of profitability within the manu-
facturing sector so as to reduce efficiency and increase the economic cost of



The Changing Role of Manufacturing in African... 137

import substitution and exports. Although the extent of these and related
effects is still controversial, and great variation clearly exists among coun-
tries, the generally disappointing economic performance in the 1970s
suggests a need for reassessment of the extent and structure of public
expenditure.

Bearing in mind these three macroeconomic problems, and the
changes in the manufacturing sector in the 1970s 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 weakness may first be identified:

(1) Investment in manufacturing has been over-emphasized in relation to
that in agriculture, especially small scale farming, which, given higher priori-
ty, 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, chemicals) (7).

(2) Instead 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 at-
tempted great leap forward, on the transfer of often inappropriate ideas,
values and technologies from the developed countries;

(3) Within the manufacturing sector too much emphasis has been pla-
ced on import substitution industries (frequently inefficient and badly
managed, with little incentive to improve, and limited to small local mar-
kets), luxury consumer goods, heavy industry (now tending towards world-
wide decline) and capital intensive techniques.

A more appropriate manufacturing structure could generally be
based on the following «model». On the demand side (products), manufac-
turing would consist of:

a) basic consumer goods for domestic use;

b) export goods (to pay for imported products of types) (a) and (c);

¢) intermediate and capital goods used to produce (a) and (b) and for

use in other sectors, especially agriculture.

On the supply side (activities), manufacturing would consist, wi-
thin 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),

¢) linkages with (use of inputs from) domestic primary sectors, espe-
cially agriculture.

A manufacturing structure based on this model could provide a
more sustainable and more equitable pattern of economic growth. The
manufacturing sector would both directly benefit from and contribute to
the balanced growth of the rest of the economy. A more detailed specifi-
cation of the model would vary from country-to-country, depending upon
differences in goals, resources and constraints (8).
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4. - POLICY REFORM

Several important conclusions regarding reform can be drawn from
the preceding analysis. Essentially what is needed are greater incentives
(and fewer disincentives) for productive activities, replacement of quantita-
tive controls by a system of ad valorem taxes and subsidies (requiring less
administrative capacity) and a reduction in the range of effective protec-
tion (9) among activities thus creating a price structure which more closely
reflects producer costs and consumer values).

In many African countries prices paid to farmers are set by govern-
ment authorities well below world prices in order to gain public revenue
and keep living costs for urban dwellers low. As we have seen, the result
has been a failure of local production to keep up with rising population.
High priority needs to be given to increasing farm revenue. This could be
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 farmers. Farmers’ in-
comes would also be positively affected by changes in trade policy outlined
below.

Highly overvalued local 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. In many African countries,
various administratively complex quota schemes are used instead of taxes
(tariffs), and these 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 economic costs of such a
trade regime have been frequently demonstrated (10).

In many African countries these costs include reduced market
opportunities 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 of quantitative controls, a structure of ad valorem
tariffs (and export taxes and subsidies) designed to provide modest and
fairly uniform effective protection (I11). Vested interest may make such a
change politically diificult, but it should be noted that the balance of pay-
ments and domestic price effects of currency devaluation and a general
reduction in the level of import protection will tend to cancel under many
circumstances (12).

To successfully implement the policy changes discussed above cer-
tain changes in the role of the public sector may be required. Ways and
means of reducing the growth of public spending need to be considered. A
shift away from quantitative controls would allow a reduction in adminis-
trative costs. A reduction in the proliferation of public enterprises, many of
which require substantial government subsidies, would also reduce public
expenditure, and relaxation of central government intervention in the
operational management of public enterprises would reduce administrative
costs (and perhaps improve management performance) (13). Better ways
to using scarce administrative capacity need to be investigated.
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Clearly these changes cannot be made overnight, but a gradualist
approach to policy reform may prove to be feasible in many countries.

Finally, it may be worth repeating some basic principles of policy
design (14).

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
should 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 peti-
tioning for licenses, and that the possibility of corruption will 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 in relation 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 exam-
ple, 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 consumption.

4. Constraints on policy changes should be identified 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. Un-
wanted side effects should be minimized (as they would by choosing the
best possible policy solution). The over-use of policies which have a cumu-
lative impact that is greater than desired should also be avoided. It should be
recognized that constraints on policy change may apply for only a limited
period. Efforts to relax constraints should be made when it appears that
th= benefits of eliminating them exceed the costs.

S. Policy design, national planning and project evaluation should be
linked as much as possible. In concept, this link is provided by social cost-
benefit analysisand shadow pricing based on welfare economics. In prac-
tice close co-operation between institutions engaged in these activities is
required.

6. Good policies require more than just a sound conceptual basis.
Well-developed public institutions and administrative skills are extremely
important.

FOOTNOTES

1. Opening sentence of H.B. Chenery, «The role of industrialization in develop-
ment programmesy, in American Economic Review, May 1955.

2. In this paper the term Africa is used for developing Africa, i.e., excluding the
Republic of South Africa.

3. The recommendations correspond closely with those recently (1981) 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.), Policies
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for Industrial Progress in Developing Countries (Oxford University Press,
1980 — Sponsored by UNIDO and the World Bank.

4. The discovery may of course cause resources to shift out of manufacturing
and into oil production, which would result in a decline in MVA per capita.
On the other hand, the additional oil production could be achieved through
use of idle or foreign resources, or resources drawn from sectors other than
manufacturing.

5. Data from computer printouts supplied by ECA Statistics Division unless
otherwise noted.

6. For a detailed discussion see World Bank, op. cit, Chapter 4, and T. Killick,
«The role of the public sector in the industriglisation of African developing
countriesy, UNIDO/ID/WG. 343/7 (10 Septembre 1981).

7. 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 of West African countries just starting to pro-
duce oil, agriculture is likely to be adversely affected unless appropriate
policy measures are adopted. See «The Economists, «<Boom in oil bust on the
farmy, (5 December 1981).

8. The definition of a «basic» consumer good, for example, will partly depend
on a country’s level and distribution of income. The role of foreign invest
ment also will differ among countries, depending on factors such as the
degree of emphasis on self-sufficiency.

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

10. See, for example, W. M. Corden, «Trade Policies», in Cody, Hughes and Wall,
op. cit.

11. Theconcept of and justification for uniform effective protection is discussed
in Corden, ibid.

12. For a detailed analysis of the recent attempts (some unsuccessful) of several
countries to implement such changes in trade policy see A.O. Krueger, Fo-
reign trade regimes and economic development: liberalization attempts and
consequences (New York, National Bureau of Economic Research, 1975).

13. See the «Report» of the Expert Group Meeting on the Changing Role and
Function of the Public Industrial Sector in Development (UNIDO; ID/WG.
343/18, 11 December 1981), which considers these questions in detail.

14. From World Industry since 1960: Progress and Prospects, p. 140, (UNIDO,
United Nations Publication, Sales No. E.79.11.B.3).

RESUME

L’industrialisation semble représenter pour la plupart des pays
pauvres l'unique moyen de vaincre le sous-développement. La performance
de ’Afrique en la matiére n’a pas été concluante.

Dans cet article lauteur, aprés une analyse de la situation a partir de
laquelle des actions pourront étre entreprises, passe en revue le developpe-
ment du secteur industriel dans la décennie 1970—1980. Il identifiera ensui-
te les problémes au niveau macro-économique pour en étudier le réle dans



The Changing Role of Manufacturing in African... 141

Uamélioration de la situation économique de I’Afrique. L’auteur conclura
par quelques bréves recommandations.

Dans son analyse de Uévolution du secteur industriel entre 1970 et
1980, Uauteur fait remarquer que la différence entre les niveaux d’industria-
lisation des pays africains s’est considérablement accrue pendant cette
décennice. Ainsiles pays exportateurs de pétrole, les pays semi-industrialisés
de UAfrique du Nord et quelques autres pays, particuliérement ceux de
PAfrique Australe, ont réa?isé es performances acceptables alors que dans
les pays pauvres et les pays moins développés, la croissance de Uindustrie a
été généralement tres lente. Dans la plupart de ces pays la croissance de la
part de lindustric dans le développement économique pendant la deuxié me
moitié de la décennic a été méme plus faible que pendant la premiére moi-
tié. Toujours dans ces mémes pays, Uindustrie ne jouait plus le role qui lui
étaif assigné, c’est-a-dire celui de «moteur du développementy. Pour lau-
teur, on est arrivé a cette situation a cause des trois problémes macro-
économiques suivants :

a) dans presque tous les pays africains le taux de croissance de Uagri-
culture a tellement baissé que la production par téte d’habitant
avait considérablement chuté et que Uauto-suffisance était menacée.

b) dans les pays importateurs de pétrole, a cette mauvaise performan-
ce de lagriculture sont venues s’ajouter une facture pétroliére plus
élevée ainsi qu’une balance commerciale déficitaire.

c) la dépcnsedpublique s’est aussi considérablement accrue pendant
cette période.

Aprés avoir passé en revue les points faibles de la structure de lin-
dustric en Afrique, l'auteur suggére quelques réformes d’ordre politique.
Ces réformes seraient essentiellement constituées par :

a) plus de mesures d’incitations aux activités de production.

b) le remplacement du systéme quantitatif de contréle par un autre
systéme de taxes et de subventions selon la valeur.

¢) une réduction des mesures de protections effectives entre les
activités.
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