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1 May 1986 :
Lomé III takes effect

T S e T S S T T R VRIS
MEETING POINT : Michel Hauswirth

At the end of May, Michel Hauswirth leaves
his post as Deputy Director-General for De-
velopment at the Commission, a post he has
held for the past ten years. He looks back on
the changes that have come about during
this time, based on “a profound alteration
in the concept of aid” which, if develop-
ment is to be achieved, means working
closely with local populations and avoiding
over-sophisticated  solutions. “Common
sense must be given pride of place”.

Pages 4 to 8

COUNTRY REPORTS

BENIN: Since 1972 stability
has come to Benin, a small
country on the West African
coast, hitched up against the Ni-
gerian giant, which, because of
its repeated political crises, had
long been known as the “sick
man” of Africa. Now it is its
economic situation—and its
: B> heavy debt burden in particu-
lar—that is causing most concern. President Kérékou discusses these
issues, and many more. Pages 9 to 26

ZIMBABWE : Having turned just six ~°.
on 18 April 1986, the Republic of
Zimbabwe may be young, but its econ-
omy is mature well beyond its years,
intrinsically resilient, yet also funda-
mentally dualistic. Prime Minister Ro-
bert Mugabe reviews past performance
and points to some of the challenges
his country is facing in the near future.
Pages 27 to 51

DOSSIER Debt and development

The ever-growing debt of the Third
World is a source of major interna-
tional concern. For the debtor devel-
oping countries, access to credit has
not paved the way for economic pro-
gress. On the contrary, it has further
impoverished the poorest of the poor.
The creditors, for their part, acknow-
ledge that debtor countries will only
become solvent through growth in
their economies, by structural reforms and by improved management
of credlt The Cour1er s D0551er looks at the question. Pages 60 to 96
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NEWS ROUND-UP ACP-EEC Council in Barbados

The ACP-EEC Council met in the Barbados capital, Bridgetown, on
24 and 25 April. Discussions were dominated by the negotiations on
the guaranteed price for unrefined ACP sugar—fixed in two stages—
for the 1985/86 campaign, on which the joint ministerial meeting
was unable to reach complete agreement. Pages I to IV
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1 May 1986: Lomé I1I takes effect

The Third Lomé Convention takes effect on 1 May. Of itself the occasion does not warrant par-
ticular note considering that, from the date of its signature (8 December 1984) and without waiting
for its formal ratification, we have been inspired and guided in our work as implementers of ACP-

EEC cooperation by this third Lomé “contract”, with its innovations and its new departures.

The programming of aid is due to be completed in the weeks to come. Both by character and out of
a sense of responsibility, I am not normally one to indulge in triumphalism, but the achievement is of
such note that I cannot refrain from expressing both my own and the Commission’s appreciation to
all those involved in attaining this objective in so short a space of time. Each of us should devote
serious thought to the values and implications of the new method of working — by way of confir-
mation, not just of the validity of the Lomé III approach, but above all, of the reservoirs of experi-
ence, trust and reciprocity bequeathed by Lomés I and II. Today, more than ever, Lomé III—far
from seeming some abstract shot in the dark produced at a negotiating table—convinces as the logical
and coherent fruit of a process stretching back over more than 20 years, the offspring of a continuing
relationship between partners who have learnt over time to make of their very differences, their
inequality, the basis of a profitable cohabitation.

In programming aid under Lomé II1, it should be remembered, the concept of concentrating on
particular sectors has been respected—with absolute priority being given to agriculture. It is also
important to emphasize that our missions have provided a tangible and pertinent example of what is,
and must henceforth be, the proudest boast of ACP-EEC cooperation: policy dialogue—a true case of
political collaboration in its highest and, at the same time, most concrete form, viz, the progressive
reconciliation of different authorities and needs in service to a common objective. So from this
dialogue—a genuine debate on the economic policies of each individual ACP state—we now have
detailed indicative programmes, no longer to be understood as catalogues of good intentions but as
syntheses of development priorities and options to be matched by corresponding commitments on the
part of both partners over the next five years.

Let it be clear that I consider the agreements concluded as absolutely binding and will work, in my
capacity as Commissioner responsible for Development, to
ensure their observance, taking steps if necessary, in the
same capacity, to see to the updating of programmes, with
the requisite combination of elasticity and rigour, where
alterations in certain economic determinants convince us
such updating is called for. We have launched a new ap-
¢ proach which no longer allows room for improvisation or
& arbitrary judgments. There is reason to believe that the
room for interpretation which, in the past, has sometimes
affected financing decisions will only be eliminated, or at
any rate overcome, by concrete reference to the priorities
and commitments agreed on at the outset.

Having cited in broad outline the positive aspects and
advantages of the programming exercise, I should make
clear that I have no illusions about the difficulties which the
adoption of this new methodology could entail for our work.
Projects are one thing, programmes another. Hence the need
to update our method of work in the implementation phase
too, indeed particularly in this phase, without permitting
this to become an excuse for failure to observe timetables.




“Without having taken part in the negotiation of Lomé 111, I consider it my duty, to ensure its implementation
in toto and in spirit”

There is a risk of a certain dissipation in time; precisely because we are aware of this risk we must all
make an exceptional effort to avert it. Failing such an effort—as always happens when the level of
practical application does not match theoretical innovations—we will soon have to content ourselves
with very modest results from a process which has begun so well. For my own part, while prepared to
take full responsibility for a slower timetable for the launching of the programmes, I am certainly not
prepared to accept that this should lead to a chain reaction of delays in our activities.

Without having taken part in the negotiation of Lomé III, I consider it my duty, as already
mentioned, to ensure its implementation in toto and in spirit. This prompts me to draw the attention
of my collaborators and of our ACP partners to the necessity and urgency of pushing our thinking to
its limits. Lomé III invites us—e.g. with its new chapter on social and cultural cooperation—to
invent new contexts and explore new fields for interchange and the promotion of development. It
obliges us to take the cultural aspects of cooperation into account by, on the one hand, the taking on
board of the human factors in projects and programmes and on the other hand, by the definition of
courses of action, of actual projects, aimed at recovering, safeguarding and reviving the traditions
and cultures of the peoples living in the ACP countries. But Lomé I1I also draws our attention to the
position of women and on the need to examine, within our own programmes, specific action which
could be taken to improve their standard of living in a world which, to date, has not always made this
possible.

This is not, I think, mere speculative suggestion; it is intended rather to map out the compulsory
course of the race which we must, as soon as possible, begin to run—all the more compulsory if we
genuinely prize a notion of development which, besides economic institutions and factors, integrates
human values in a convincing, participatory and pluralistic way.

A hard open contest in prospect, then, with everything to play for and, for that very reason, all the
more exciting, all the more portentous. A contest in which it is perhaps timely to reassert our com-
mitment as we prepare to celebrate, on 1 May, the entry into force of our development contract’s
latest five-year extension.

LORENZO NATALI
Vice-President of the Commission of the
European Communities
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MEETING POINT...

Michel Hauswirth
Deputy Director-General for Development

“Development will only come
about if governments
and their people take proper
responsibility for it...”

Farewell: At the end of May, after ten years at the Commission,
Michel Hauswirth retires as Deputy Director-General for Development.
In conversation with The Courier, he spoke of his experience within the
Community and of the thoughts that that experience has inspired.

» Mr Hauswirth, for the past ten
years, you have been at the heart of the
Community’s development operations.
What stands out particularly in this
long period?

— From the point of view of Com-
munity aid proper, what stands out in
recent years most is enlargement.
With Lomé I we enlarged to include
many African, Caribbean and Pacific
countries and we extended Communi-
ty assistance to other parts of the
world. Obviously our development ac-
tivities in these other areas have had
neither the intensity nor the variety of
the Conventions, but, over the years,
they have become an increasingly im-
portant part of Community develop-
ment aid.

But there are other developments
too, not specifically Community ones,
which are of considerable importance.
Over the past 10 years, there has been
a profound change in the way both
donor and recipient countries look at
aid.

In 1960, development was thought
to depend on how much you invested.
All you had to do, it was thought, was
have the money to make the invest-
ments—the profitability of which had
been clearly studied—and develop-
ment would, or so it was thought, en-
sue virtually automatically. That’s
putting it very simply, I know, but one
of the important things about the
change is that, in the *70s, people be-

gan to realize, not terribly quickly ad-
mittedly, that money alone would not
generate development and that a great
deal else was needed as well.

Developing countries were similarly
disappointed; many of them had
thought that development was a rela-
tively simple matter, something that
could be achieved almost without
them, provided there were enough
people willing to plough in money and
technical know-how. They were
forced, finally, to see that this was
something of a illusion and develop-
ment could only come about if the
countries and the people who lived in
them took proper responsibility for it.
It was not just a government problem.
What the governments—including
those in the developed world—have to
do is encourage public opinion and
run the policy so that every individual
makes his own contribution to devel-
opment.

» How would you assess the practi-
cal results of Community cooperation
over the past ten years for the ACPs in
general? Africa has been the main reci-
pient of Community aid, so how do
you explain its present situation com-
pared to the situation in the other de-
veloping regions of the world?

— Although development needs are
vast and any budget is doomed to be
called inadequate, Community coo-
peration does represent an impressive

The Courner

amount of credit. The Community
and the Member States are to be con-
gratulated. All the countries of Afri-
ca—the AASM first of all, under the
Conventions of Yaoundé and then the
vast majority of the countries of Afri-
ca, together with the nations of the
Caribbean and the Pacific since Lomé
I—have received very substantial
sums in Community aid.

As to the results from the spending
of these sums—well, there are some
excellent things and there are also
some less good things.

Thanks to Community aid, it has
been possible to make a large number
of investments, in particular in the
basic infrastructure that is so essential.
These are the achievements that last
and they are to be greatly valued.
There are ports, dams and miles and
miles of roads that have, in fact, been
able to be built thanks to the Euro-
pean Development Fund.

And there are things that have been
more difficult to achieve, particularly
in agriculture where, without speaking
of failure, I could name whole lists of
problems. But it would be a grave
mistake to think the difficulties have
been a total loss; they have been es-
sential experience. In development, as
in many other fields, progress is not
just a matter of success, but the fruit
of the experience acquired in handling
difficulties along the way. Agriculture,
or the rural world in general let us say,
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is a difficult field, one in which we and
many other aid donors (the Commun-
ity is by no means alone in this), have
our problems and our occasional fai-
lures.

What is important is that both the
successes and the difficulties are be-
hind the development of the com-
bined thinking of the ACPs and the
EEC that the negotiators enshrined in
Lomé.

The second part of your question
relates to Africa. Here, in absolute
terms, there is not much point in mak-
ing comparisons. Africa cannot be
compared to the other two big devel-
oping continents, Asia and Latin
America. Asia and Latin America
have a potential that is not to be
found so immediately or so directly in
Africa.

It is true of course, that some coun-
tries of Africa have considerable po-
tential, both in their agriculture and in
their natural resources, their mines,
their forests and so on. But it is also
true that many of them are appallingly
short of resources. Without in any way
wishing to criticize, I think that Afri-
ca’s problems and the reason why it
has so many debts today are partly the
outcome of a dream of development
that was beyond the bounds of reality.
Let me explain myself. Many African
nations undertook policies that gener-
ated recurrent costs they were in no
way able to pay. This is something on
which African thinking has also
evolved. At the moment, they are all
much more aware of the need for a
balance between what they want and
what they can maintain.

“...and take the whole
context into account”

» The vocabulary of cooperation is
changing. It is as if there was a fashion
with the slogans ““trade not aid”’, “pro-
grammes not projects”’, “‘less technical
cooperation” and so on. Where do you
stand in relation to these different

trends?

— The remark that development
aid is prone to fashion and slogans is a
just one. You could well list the suc-
cessive key words round which it has
been built. I personally do not much
believe in slogans, although I think
they reflect certain truths.

The one you quoted, “trade not

Au revoir

One wouldn’t have said so, watch-
ing him at work over the last few
months, but Michel Hauswirth has
reached the unyielding barrier of re-
tirement age. At the end of May, he
will be leaving his job of Deputy Di-
rector- General, responsible for the
three  geographical  Directorates,
themselves responsible for imple-
menting the Lomé Conventions. It is
exactly ten years now that Michel
Hauswirth has held the post, which
he took over from Jacques Ferrandi
after having held senior positions in
the French Civil Service, notably in
the cooperation and development
service from 1968 to 1974. This was
to prove an invaluable asset in the
task he was to take up at the Com-
mission, not only in his day-to-day
work but also—on two occasions—as
one of the Community negotiators
during the renewal of the Lomé Con-
ventions in 1979 and 1984.

In his interview with The Courier,
Michel Hauswirth has recalled some
of his experiences and given his point
of view on the evolution of the Com-
munity’s development cooperation as
he has seen it.

What he does not say, and what 1
wish to say on his behalf, is that he
has left his personal mark on that
evolution. It is no easy task to coor-

dinate the work of dozens of special-
ists of differing background in dozens
of countries all distinct from each
other. 1t is not easy to translate new
ideas, as enshrined, for example, in
the successive Lomé Conventions,
into concrete realities without court-
ing confusion. It is not easy to draw
lessons from a multiplicity of experi-
ences, rewarding perhaps, but some-
times very far from the expected re-
sults. Michel Hauswirth did all those
things, succeeding in them without
creating a fuss, I would almost say
with modesty. Always available, he
pursued his ideas, with constancy
and sometimes with impressive per-
severance, like a yeoman ploughing
a straight furrow, never stopping his
Sfurrow before the edge of the field but
always respectful of the land and of
others.

Michel Hauswirth is not leaving us
altogether. Having been nominated
Special Adviser to the Commission,
he is ready to put at our disposal his
wise counsel on the many subjects
which he has mastered.

Thus, without in reality losing a
loval and devoted colleague, I retain
a friend to whom I say “Au revoir”’
and thank you.

Dieter Frisch
Director-General

aid™, corresponds to a certain truth.
But it is a truth only to the extent that
trade actually needs to be developed.
It is not always necessary. In the short
term, there are countries for which the
development of trade is of no imme-
diate significance and, in their case,
aid is vital until a fresh balance can be
struck.

“Programmes not projects” is a
thoroughly interesting phrase because
it sums up what we have learned from
experience. As I said just now, the
idea in the ’60s was that you only
needed to set up infrastructure and
“productive” investments to get more
or less automatic development. I also
said that we had been forced to change
our minds and wake up to the fact that
development was more than just a
question of money. If you replace the
concept of project by the concept of

programme, you are in fact saying that
you not only have to take the financial
and technical aspects of what you
want to do into account, but consider
the whole context too—and often
much more than the financial and
technical side. Alongside a given in-
vestment, there has to be (or be
created) an environment which will
ensure that it can be properly used and
maintained. In rural development, for
example, this environment is abso-
lutely fundamental and involves a
wide range of factors. But even in the
very simple case of a road, say, build-
ing a road implies that the means of
maintaining it have to be created. So
the idea of a programme reflects the
quest for profound coherence between
what is being done and the environ-
ment or the circumstances in which it
is being done.

The Courier no. 97 — May-June 1986 5
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The success of any development
scheme depends greatly on the consid-
eration given to the socio-cultural and
technical environment.

What about technical
cooperation ?

» [ wonder about the meaning of a
statement like “‘there should be less
technical cooperation”

— It may seem a good idea to re-
duce technical cooperation as it is at
the moment, but that is not to say that
the overall reduction has to be great. It
1s more a question of quality than
quantity. Technical input by people
from developed countries to develop-
ing countries is essential.

When technical assistance is held up
to question, it is because there has oft-
en been a great temptation to keep
cooperation officers where they are, in
spite of the fact that they have become
over-qualified for the job, although
this sort of techmical cooperation is
vital at other levels.

To sum up, there is still great need
of technical cooperation and technical
assistance, but the people supplying it
should have different qualifications
from those needed when independence
began in the ’60s.

» The Lomé Conventions, like
those of Yaoundé which preceded
them, have three major chapters—in-
stitutions, trade and financial and
technical cooperation. Which of these
seems to you to have been most suc-
cessful, and why?

— It would be a mistake to try to
compare the three chapters. Each is
quite different, and each has its own
function and its own merits. It’s im-
possible to say that one has been more
“successful” than the others.

If one looks at the question of the
institutions which, if you remember,
have been in existence since the
Yaoundé Conventions and which have
been perfected in each of the succes-
sive Conventions, they constitute a vi-
tally important means of communica-
tion between the Community and the
ACPs. This is most important: it is a
facet of general policy. Institutions are
centres of understanding and of ex-
changes of views. They are virtually
irreplaceable, and must be used to
maximum advantage.

Trade also plays an absolutely vital
role, and one which is not always ap-
preciated as it deserves to be. It i§ the
practical application of the principle
to which you referred just now, “trade
not aid”, and it could be said that the
Community has tried to apply this
principle from the start. But it would
be unfair, when speaking of trade with
the ACPs, to emphasize only the diffi-
culties that we have come up against
without emphasizing also the high
spots. There have, it is true, been dif-
ficulties, but, objectively speaking,
they have only been minor ones. What
is important is the opening of the en-
tire European market to virtually all
ACP production—the only exception
being a tiny margin for a small num-
ber of products. On the Community
side, moreover, constant efforts have
been made to reduce this margin still
further and to solve the various prob-
lems that might arise. The real prob-
lem, in many cases, is that the ACP
countries don’t have much in the way
of products to export other than raw
materials; the limit is not, therefore,
the result of protectionism on the part
of Europe. But trade flows are being
created, even if they are limited for the
moment. It’s a door which is always
open.

As regards this part of the Conven-
tion, it’s a question of finding, together
with our ACP partners, better ways
than have been used in the past of tak-
ing advantage of Community support
in the field of trade.

As for financial and technical co-
operation, I have already touched on
this... the aim is to assist the ACPs’
efforts to develop their economies, so
as to improve the living conditions of
their people. I think that technical and
financial cooperation and trade com-
plement each other, though. Part of
technical and financial cooperation
should, in fact, be used not only to
help in the growth of ACP countries,
production and trade with industrial-
ized countries, but also in developing
intra-ACP trade. When one talks of
trade relations it is easy, in fact, to for-
get that trade between neighbouring
ACP states is often almost inexistent.
Yet it is clear that absolute priority
should be given to organizing the ex-
pansion of trade and production at re-
gional level. Efforts to do this have
been made, but there remains a great
deal to be done.

» A keynote of Lomé III is the con-
centration of aid. But is this not likely
to lessen the flexibility of Community
aid and partly do away with what has
been called its “human face”?

— No, I don’t think that is the case
at all.

First of all, the idea of concentration
echoes the idea of programmes. Ob-
viously, Community aid to a given
country cannot be used in the same
way and with the same intensity, eith-
er all over a given territory or in all
fields within a smaller area. Concen-
tration means choosing, asking our
partner to suggest a sector on which
Wwe can concentrate, or maybe a geo-
graphical area in which we can at-
tempt to overcome the various prob-
lems hampering development.

Concentration is an extremely posi-
tive concept and it reflects the idea of
programmes, because when you con-
centrate on one region or sector, you
are not just going to do one thing. You
are going to run a whole series of co-
herently linked schemes side by side—
which is where flexibility is essential.

The basic idea is that, if you run
coherent schemes, either in a given
field or in a given region, you will
increase the effectiveness of aid. It
may be obvious, but some obvious
things still need constant repetition.
The drive for coherence is one that
should be completely beneficial and
may even snowball if everyone under-
stands it.

“Staggered spending,
but also rapid spending”

» At this stage in the programming
of Lomé III, it would appear that a
large proportion of the funds will be
going to rural development. Do you
think that the ACP agricultural autho-
rities will be able to absorb this aid
rapidly and efficiently? And, converse-
ly, is the Commission doing all it
should to recruit specialists to assess
and monitor projects, for example?

— That question follows on from
the other one. It is true that in the
indicative programmes drawn up so
far—and that is a large percentage of
them, almost 50 out of 66—rural de-
velopment is clearly dominant.

The first thing to ask is what rural
development actually means. The im-
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portant thing is to realize that rural
development does not mean agricul-
ture, or not just agriculture. It is agri-
culture plus the agricultural environ-
ment and it will often be the environ-
ment more than the agriculture itself.
So rural development embraces all
sorts of activities—facilities for people
in country areas, transport, trade and
commerce, storage, credit and so on—
and you could produce long lists of
things that you would need to do to
bring it about. Rural development is
very far from being limitative.

The second part of your question—
can the ACPs absorb the aid to rural
development quickly?—is essential.

I have to stress, in this respect, the
development and diversification of the
various means of intervention offered
by the Convention. They have been
continuous since the *60s, but they are
particularly noticeable in Lomé III.

Two of the many means are worth
special attention. First the accent on
maintenance and, second, the possibil-
ity of importing the goods required to
ensure that a given sector of the econ-
omy can be maintained in working order.

If the various means of the Conven-
tion are used properly, it is possible to
come up with programmes that con-
tain, as they did in the past, invest-
ments which involve staggered spend-
ing as well as other things that gener-
ate rapid spending—the supply of
spare parts, for example, and agricul-
tural input and raw materials, which
are easy to absorb.

This will also mean that the ACPs
are getting a response to their constant
concern about the time it takes to
make the payments. If all the means
offered by the Convention are used,
then we can achieve a good average
time for payments and the installation
of longer-term facilities.

Lastly, concentration, in rural devel-
opment especially, does not mean the
schemes have to be long-lasting ones.
The programme idea is important
here. It is often important to combine
a series of small schemes which can be
implemented quickly, one after the
other, without much technical assis-
tance.

The real issue, I think, is not wheth-
er the Commission is taking steps to
recruit specialists for Lomé III. Of
course, bearing in mind the volume of
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On-the-spot visits are indispensible...
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work we have in DG VIII, there has
never been enough staff, particularly if
you compare our numbers to those of
most of the other bilateral and multi-
lateral funders across the world. So
some recruitment would, of course, be
eminently desirable.

However, DG VIII uses consultants
and consultancies a great deal. If it
continues to do this and does so on
the basis of proper terms of reference,
then it will be able to cope with the
volume of work—which is certainly
not expected to decrease.

“The new opportunities
afforded by Lomé III must
be taken advantage of”

» Lomé Il is an extremely ambi-
tious Convention. Its aim (self-reliant
development and the new areas of coo-
peration, for example) is ambitious
and its procedures, which are more de-
tailed than they used to be, are ambi-
tious too. Do you think these possibili-
ties are really likely to be used?

— The new areas of cooperation are
those 1 mentioned just now—help
with maintenance, to a certain extent,
for example, and even degressive aid
with running costs. And import pro-
grammes linked to the recovery of a
specific economic activity.

Lomé III has many other innova-
tions, but this is not the place to list
them. Lastly, if you look for difficul-
ties that might occur in the implemen-
tation of these innovations, I think it
is not on the ACP side nor in the
Commission that you will find them.
However, you cannot discount the
possibility of people in the Member
States not understanding these innova-
tions and the national experts not be-
ing keen on the new methods of inter-
vention instituted by Lomé III as a
result. This could well be a source of
constraint at the beginning, but I be-
lieve that, if the new possibilities are
used properly, then there will be con-
siderable progress in Community de-
velopment aid.

Lomé III’s detailed provisions on
cultural and social cooperation are
both new and extremely important.
Will we manage to put this part of the
Convention into practice or not? You
would need to be clairvoyant to an-
swer that one and, since I am not, all I
can say is that these provisions have

to be implemented because one of the
important aspects of development—
and this is one of the lessons of the
last 25 years—is that it cannot be im-
ported. So you have to stimulate the
people’s deep-seated desire for devel-
opment, without going against their
culture or their habits. Putting man at
the centre of development means
training man for development and
creating the sort of outlook that makes
people want to develop. The aid we
provide will thus be multiplied by the
will of the people who receive it. And
here again, we find the idea of the pro-
grammes that Lomé III embodies.
Clearly, we have moved from the idea
of projects to the idea of programmes
because the negotiators thought that
flexible programmes that combined a
number of wvaried and coherent
schemes would make it easier to take
account of the wishes and abilities of
the population and thus make for
thriving and effective cooperation.
This is fundamental. Development
will never succeed unless we can ac-
complish this stage satisfactorily.
When you look at the best-developed
countries, in fact, in Asia for example,
you are forced to the conclusion that a
great deal of development is due to the
will of the people and their ability to
contribute to it.

» Do you think loans, even soft
ones, are the right sort of financing for
the ACP countries?

... to the micro-hydraulic project in

Manjakandriana, Madagascar,
instance

for

— The current problems in the
ACPs are no doubt at least partly the
result of the fact that they were encou-
raged to run too many schemes with
loans. Whether the loan is a soft one
or a short one with a high rate of inter-
est 1s neither here nor there. The prob-
lem, essentially, is the same. Even
with soft loans, the ACP countries,
many of them in any case, find them-
selves in difficulty not just when it
comes to the interest, but to reim-
bursement of the capital above all.
The African countries (and this is spe-
cific to them) have often been forced
to use loans for schemes which even in
our countries would be financed from
the budget. When the ACPs are short
of budget resources, the only way of
helping them with their development
1s to give them grants. This does not
mean gifts. It means acting in such a
way as to avoid giving them recurrent
costs they cannot cope with. I have
often said that the breakdown of loans
and grants is unsatisfactory, especially
in most of the countries of Africa. The
percentage of grants has to be in-
creased, for a time at least, and in any
case until Africa has emerged from its
present situation. I say this all the
more freely as grants have always been
predominant in Community aid and
represent about 80 % of the total funds
available.

“Simplicity means success”

> If your successor were to ask you
Jor advice on the best way of doing the
job, what would you say?

— It’s very difficult to tell. Eve-
ryone has to abide by his own habits,
his own feelings and his own beliefs.
However, experience suggests that you
should start by trying not to compli-
cate the issue. Issues tend to compli-
cate themselves unaided. And you
should also use your common sense as
much as you can. Lastly, you should
always make things simple.

One of the problems of develop-
ment, often, is a tendency to seek very
sophisticated solutions. This means
you go in for refinements that are
completely divorced from reality. And
you head for disaster. To my mind,
simplicity is the golden rule in devel-
opment. It means success. o

Interview by
Marie-Héléne BIRINDELLI




COUNTRY REPORTS

Benin is a little mushroom-shaped
country on the west coast of Africa. It
is squeezed between Togo to the west
and gigantic Nigeria to the east, with
Burkina Faso and Niger to the north,
and it stretches 700 km from the At-
lantic Coast to the edge of the Sahel.
Thus its 112622km? offer a con-
densed picture of the whole continent.
And it is proud to be the country with
easily the most written literature in an
Africa where oral tradition prevails.

Benin was open to European voyag-
ers right back in the 16th century and
it was soon at the centre of the black
slave trade on the “Slave Coast”. The
stream of reports from military com-
manders, agency chiefs, slave ship
captains and missionaries began. They
mentioned great kings, administrators
and war lords—Ghezo, for example,
who got a veritable battalion of wo-
men warriors together and brought in
an advanced tax reform, and Béhan-

zin, who fought the French arrivals
tooth and nail and died in exile in
Guadeloupe. But above all they gave a

picture of many little kingdoms
centred on towns that still bear wit-
ness to this rich past. There was Oui-
dah, the religious town still famous for
its holy python, and Porto Novo, the
administrative centre, which gradually
lost its role to Cotonou with its port,
and above all there was Abomey (its
kings were to play a crucial part in
resisting colonization) which gave its
name to the country as a whole when
the French wanted to avoid the name
used thus far, Benin, being confused
with the English territories further east
and called it the colony of Dahomey.
Robert Cornevin’s book on Benin says
that this is the only example of the
name of a conquered kingdom being
used for a unit five times as big.

But it was indeed because the name
of Dahomey only symbolized a small

territory in the south of the country
and reminded people of defeat, that
President Kéré¢kou, who had come to
power in October 1972, announced
that they would go back to the old
name of Benin on 30 November 1973.
This was a better symbol of national
unity, in spite of the fact that there is a
state of Benin in the neighbouring Ni-
gerian federation.

Continuity ?

History is probably more visible on
the canvas of contemporary events in
Benin than elsewhere. It is for all the
world as if the polarization of politics
around rival cities for centuries, some-
thing which has provoked comparison
with ancient Greece, had influenced
the first steps of the young indepen-
dent State. For no party domination
and no chief emerged uncontested in
what was then Dahomey, which was
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quite unlike what happened in the rest
of Africa. There were three leaders
from parties of comparable size, deep-
ly rooted in their respective electoral
fiefs, who led the country to indepen-
dence. Sourou Migan Apithy had his
political base in Porto Novo, Justin
Tométin Ahomadegbé led the centre-
south region and Hubert Coutoucou
Maga headed the north. As none of
the three managed to achieve supre-
macy, various forms of coalition and
several types of government, each with
its own constitutional changes, were
tried out. But they led nowhere. Da-
homey had become ungovernable. The
army stepped in for the first time in
1963, then again in 1965 and a third
time in 1969 —when it brought down a
régime run by a new man, Dr Emile
Derlin Zinsou, who had no fief of his
own and was thought to have more
chance of appearing as a unifying force.

The following year, the country em-
barked upon a new idea that has since
been tried out in other ways in Yugos-
lavia and Italy. It involved setting up
a presidential council, a veritable
triumvirate of the three historic lead-
ers, each of whom was to exercise su-
preme power in turn. Hubert Maga
was invested as Head of State in 1970.
Two years later he handed over to Jus-
tin Ahomadegbé—who was over-
turned a few months afterwards by
Commander Mathieu Kérékou’s coup
d’état.

The country has been stable since
then. This is particularly remarkable

Monument in the centre of Cotonou, commemorating the victims of the

in that it had beaten every crisis re-
cord before. In 12 years, it had seen
four coups d’état, two unsuccessful
plots, five Heads of State, five consti-
tutions and three referenda. Apart
from a fruitless attempted putsch in
1975 and a failed landing by mercen-
aries in January 1977, there have been
no political troubles since President
Kérékou took over. This is something
even the opponents of Benin’s official
Marxist-Leninist line are willing to ad-
mit, for it is undeniable.

Pragmatism

It is also impossible to deny that the
régime has developed greatly over the
past few years. It has become more
flexible, fewer political slogans are
broadcast and there is less talk of
ideology. The Minister for Trade,
Craft and Tourism, Soulé Dankoro,
may be right in thinking that, now the
big reforms—nationalization of the
banks, the new education policy, na-
tionalization of the economy—have
been carried out, the revolution in Be-
nin has been consolidated... “and
now we must develop the economy™.

It would also be reasonable to think
that, in this economic crisis from
which no country is safe, Benin should
be paying more and more attention to
its economy and applying the sort of
measures that some of its neighbours
are using. This has already led to an
attack on one of the cornerstones of
socialist belief, state firms. “We

&

mercenaries’ attempted coup in 1977
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Except in the rare case of climatic
problems, Benin is self-sufficient in
food
started by running down and even
closing down firms that were not mak-
ing a profit”, President Kérékou said.
“And we shall not hesitate to call on

the private sector in certain cases”.

Will this pragmatism go as far as
negotiations with the IMF such as sev-
eral of the neighbouring countries
have had? The question mark has
been there for some time. The country
is heavily in debt and many of its
loans are on ordinary commercial
terms, particularly those contracted
for the Savé sugar factory and the On-
igbolo cement works and to under-
write the tapping of the Seme oil field,
three major operations that are in dif-
ficulty now the loans have to be paid
back (see article entitled: « Higher bid
on agriculture»).

Benin’s external debt servicing, an
estimated US$ 800 million, is an in-
tolerable burden on the economy. It
accounted for 35% of the value of ex-
ports, including arrears, in 1984. And
as the economy needs a breather and
some fresh financial input, many peo-
ple think Benin will go to the IMF,
which has to be done before it can
apply to the Club of Paris to have its
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debt rescheduled. This is how Presi-
dent Kérékou saw it in his interview
with The Courier (see next page).

Austerity

Preliminary talks have already tak-
en place, but Benin still seems to be
hesitating—for ideological reasons, no
doubt, as the Beninese are jealous of
their independence and do not want to
seem under the IMF’s thumb. But
there is also a fear of the consequences
that IMF programmes, which always
spell austerity, have had on other

a plan to rationalize and reorganize
State firms has been launched.

If Benin takes a decisive step in the
IMF’s direction, which would be a
major decision in its development
process, it will certainly take as many
guarantees as it can, Isaac Kilayossi,
Director-General of the Finance Min-
istry, assured me. “If we negotiate
with the Fund and it is in the coun-
try’s interest to introduce this pro-
gramme... our obligations to the Fund
have to be reconciled with the inter-
ests of Benin”. This is caution in-
deed.

der cultivation, so it has a considera-
ble margin if it wants to become a
food exporter.

And then, only a few years ago, be-
fore the crisis which the closing of the
Nigerian borders in 1984 had further
worsened, Benin was in a coveted fi-
nancial situation. Credit was easy be-
cause, as President Kérékou says, Be-
nin had the reputation of being “the
best payer” there was.

So how can this land, cradle of a
refined civilization and steeped in his-
tory, fail to follow up stability with

Benin is famous for its patchwork cloth. Here is a reproduction of the emblems of the Kings of Abomey with their names and
the length of their reigns

countries. President Kérékou sums it
up this way: “There will be no maize
war in Benin”, a transparent reference
to the popular uprising that some
countries experienced not so long ago
after staple foods went up in price at
IMF instigation.

But Benin has already brought in

some restrictions of its own. The State
has considerably tightened its belt.
Operating expenditure has been frozen
at the 1982 level, the systematic re-
cruitment to the civil service of the
newly qualified has been stopped and

Prosperity

Whatever Benin ultimately chooses
to do, stringency and an effort will be
called for. But although it has a ge-
nuine problem on its hands, the coun-
try is not without its assets. It is on the
list of least developed nations, certain-
ly, but it is also one of the few coun-
tries of Africa that can, except in the
mercifully rare case of climatic prob-
lems, meet is own food requirements,
which is no mean achievement. Yet
less than 15% of its arable land is un-

prosperity (provided, of course, it can
solve its debt problem and the will to
tackle economic issues head on gets
stronger)! Particularly since the Beni-
nese tend to be highly industrious. The
country’s Mama Benzes, the richest
among these outstanding businesswo-
men of the west coast of Africa, prove
it every day, as do the fishermen in
the admirable Ganvié community that
live perched in their houses above the
lake and refuse to decamp as long as
the lagoon allows them means of life
and hope. o A.T.
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Profile of
Benin

Area: 112 622 km?

Date of independence: 1 August
1960

Population: 3.7 million (1983)

Rate of population growth: 2.7%
p.a.

Head of State: President Mathieu
Kérékou

Ruling party: Parti de la Révolu-
tion Populaire du Benin

Capital: Porto-Novo

Major towns: Cotonou, Abomey,
Parakou

GNP par capita: US §$ 330 (1982)

Principal exports: cotton, palm
oil, oil

Principal food products: maize,
yams, cassava, millet/sorghum

Official language: French

Other languages: Fon, Yoruba,
Bariba

Currency: CFAF (CFAF 1 =
FF 0.02)

ODA: § 75.9 m (1982)
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“We have to negotiate with our creditors
in a climate of mutual confidence”

— An interview with President Mathieu Kérékou

“We cannot spend all our
time writing slogans”, Pre-
sident Mathieu Kérékou
told me in the long talk we
had in the immense recep-
tion room at the Palais de
la République in Cotonou.
And there is no doubt that,
over the past few years, Be-
nin has become less inward-
looking. Some people even
say the revolution has
paused. But what has re-
mained is a very militant,
left-wing style of speaking.
It comes out in this written
interview with President
Kérékou, who was anxious
to present his country’s
point of view in the sort of
detail that might have been
omitted if he had given his
answers orally.

Yet he spoke to me with
precision for more than an
hour—without any papers
and without evading any of
the issues. He went from the ironic
“No-one gets lost in Benin’s pri-
sons” and “Don’t think Benin is
the Latin Quarter of Africa, for,
although we’ve got plenty of ad-

i
ek W

ministrators, we are short of tech-
nicians”) to the serious (““the gen-
eral regression in Africa” and bu-
reaucracy “which paralyses the
African economic take-off”’). And

i he constantly spoke with
overtones of revolutionary
haranguing as if addressing
a meeting—which he visi-
bly often does—and giving
the impression he could go
on for hours.

President Kérékou has
been in power for over 13
years now. He is a career
soldier, an army general,
and he can seem bitter.
“When Africans have a
white chief, they work.
When they have one of
their brothers, maybe a
more competent one, they
take him for their equal.
Which is why some state
firms fail.”

But he views the difficul-
ties of socialist regimes in
Africa serenely, as he makes
a distinction between ‘““an
idea and its implementa-
tion”, as there may be a

i difference between the two.
As he sees it, there is no doubt
that Africans are “born socialists”.

In this interview, President Kér-
é¢kou answers The Courier’s ques-
tions.

» Under your regime, Benin has
achieved a stability it hitherto lacked.
But its economic development seems to
be marking time. Why do vou think
this is?

— Under our regime, you said?

As we, revolutionary, consistent, lu-
cid and responsible Beninese, see it, a
country cannot have a really revolu-
tionary régime if it identifies with just
one man, however willing and able he
may be.

This is why the regime set up on 26
October 1972 is a regime of the whole
of the Beninese people, because it is an
objective and faithful reflection of its
profound and legitimate aspirations.

Having made that clear, we must
both admit that it is impossible to talk
about economic development in a
country that is politically unstable. But
alas, that, unfortunately, was what our
country was during the first 12 years
of national independence and interna-
tional sovereignty.

So, when the Revolutionary Powers
took over on 26 October 1972, our
People, our Party and our Revolutioi-
nary State were able to create and
gradually establish, on sound, healthy
bases, new political, administrative
and technical structures to encourage
our Country’s economic and social de-
velopment.

The programme of national recon-
struction and the new policy of nation-
al independence of 30 November 1972
enabled our great revolutionary move-
ment of national liberation of 26
October 1972 to become deeply rooted
in the popular masses in our towns
and our countryside over the years
and to win many a victory in political,
economic, social and cultural fields.

And with our adoption of socialist-
type development based on Marxism-
Leninism of 30 November 1974, with
the foundation of our avant-garde par-
ty, the Benin People’s Revolutionary
Party, and with the creation of the
People’s Republic of Benin, a decisive
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step was taken in the annals of history
by our militant workers.

Similarly, with the subsequent ap-
plication of the Fundamental Law of
26 August 1977, which clearly lays
down the political organization of our
changing society, we can assure you,
with legitimate pride, today, that our
country has moved without a hitch
from revolutionary legality to consti-
tutional revolutionary legitimacy.

Economically speaking, our People,
our Party and our Revolutionary State
are bravely working gradually to build
up a national socialist economy that is
independent and prosperous in the
light of the revolutionary principle of
counting on oneself first.

So new conditions that encourage
the methodical implementation of
economic and social measures that do
not come up against inertia and psy-
chological barriers are being created
right across the territory and all the
socio-professional and professional
classes and categories compete in their
keenness to work in a spirit of enthu-
siasm and healthy emulation.

So our Revolutionary State has tak-
en over the vital sectors of our econ-
omy with out too much difficulty. It
was in this context of a real awakening
of the national awareness that the first
three-year State plan (1977-80) made

a considerable contribution to laying
the foundations for economic growth,
with a decent rate of self-sufficiency in
food and industrialization geared to
the local processing of natural re-
sources.

The aim of the first five-year State
plan (1983-87) is to pursue and further
specify the aims and strategy of the
first three-year plan, in particular by
providing the operational content of
the main policies laid down in the
Programme announced on 30 Novem-
ber 1972. The minimum 10-point plan
of our avant-garde party, the Benin
People’s Revolutionary Party, is now
being implemented.

~That is to say that a critical analysis
of economic trends—not just in Benin
but throughout Africa—has led our
continent’s organization, the OAU, to
select the sort of growth strategy that
will ensure self-reliant, self-sustaining
development within the framework of
a growing, independent and prospe-
rous national economy.

This is why State intervention in the
economic life of our nation is organ-
ized in such a way as to allow it to
guide, control and stimulate national
production.

But we have to admit that, in spite
of all our political, economic, social
and cultural efforts, we have not been

Drying fish at Ayiguinnon
“The first three-year State plan (1977-80) made a considerable contribution to
laying the foundations for economic growth with a decent rate of self-sufficiency
in food”
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spared the harmful effects of the pro-
found economic crisis that has hit all
countries the world over. Everyone
knows that in Africa, this great conti-
nent of ours, the disastrous effects of
the long world economic crisis are
made even worse by natural disasters
such as drought, desertification, grain-
eating birds and locusts.

The deterioration in the terms of
trade, higher interest rates and the
ever-increasing debt burden can only
aggravate a dramatic situation that is
receiving special attention from the
OAU and our Party and Revolutiona-
ry State more particularly.

In the face of all these many differ-
ent complex issues, I should like to
place particular emphasis here on the
fact that we are increasingly convinced
that it is only the introduction of a
new, fairer, international economic or-
der, through the North-South Dialo-
gue, that will enable mankind to
emerge victorious from the present
world economic crisis.

It was at the second ordinary na-
tional conference in Cotonou on 18-24
November 1985 that our avant-garde
party, the Benin People’s Revolutiona-
ry Party, once more solemnly an-
nounced its general policy line and
fundamental economic, social and cul-
tural development options to history
and to the world.

In conclusion, I should say that Be-
nin is not the only country to be hard
hit by the harmful effects of the leng-
thy crisis that is profoundly undermin-
ing the world economy. What I mean
is that the economy of every country,
large, small, rich and poor, has been
paralysed over the past few years.

That is how we sum up the econom-
ic situation of the nation at the mo-
ment.

New investment code

¥ Your state sector in Benin is run-
ning into difficulties—as indeed are
state sectors elsewhere in Africa—and
the Government seems to be moving
towards a liberalization of the econ-
omy. What are the prospects here?

— There is no secret about the fact
that in Benin, and everywhere else in
Africa and the world, the state sector
has always had problems—for various
reasons—regardless of the political,
€conomic or socio-economic environ-
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ment in which state and semi-state or-
ganizations have to work.

This is why we in Benin have al-
ways paid particular attention to the
management of state firms. In April
1982, for example, we ran a thorough
critical appraisal of the state sector
when the following important mea-
sures were decided on:

— Non-vital sectors of the economy
to be removed from State control so it
could concentrate on the priority sec-
tors of development;

— The State sector to be reorganized
(radical restructuring of the public
firms which were already in difficulty)
and changes to be made to the struc-
tures to group firms with similar activ-
ities together to make for the rational
utilization of all available human, fi-
nancial and material means;

— Improvements to be made to the
management of national and provin-
cial public and semi-public firms.

These measures have already led to
various decisions:
— a reform of the institutional frame-
work governing the public and semi-
public firms;
— further improvements to economic
efficiency and the financial results of
the sector;
— a review of state involvement in
the various sectors of the economy;
— the opening of a large number of
economic activities (in particular tex-
tiles, the building trade, goods trans-
port, transit and consigning and im-
portation and distribution) to both na-
tional and foreign operators.

The terms on which these activities
are open to private individuals (na-
tionals and foreigners) were clearly de-
fined at our meeting with economic
operators working in the People’s Re-
public of Benin in February 1985.

This meeting was an opportunity
both to inspire confidence in all na-
tional and foreign economic operators
and to encourage them to gear their
activities to productive sectors such as
agriculture and industry.

It was an excellent occasion to rem-
ind the businessmen of the world that
our new investment code offers them
a legal framework to guarantee their
capital and interest.

» Benin is traditionally self-suffi-
cient in food, but that has not stopped
it from having some shortages this

Ministry of Information

year. How do you expect to achieve
lasting self-sufficiency here?

— Ensuring agricultural production
can keep mankind alive and meet its
fundamental needs has always been a
crucial problem, as you know. So our
Party is right to make agriculture the
basis of our national economy and in-
dustry the driving force.

This is why the development of
agricultural production should make
for a proper, gradual solution to the
vital problem of feeding the masses in
our towns and our countryside and be
a foundation for the industrialization
of our country.

But as our farming is still very de-
pendent on the rain, it is constantly
threatened by the caprices of the cli-
mate and other natural disasters—
drought, the desertification and the
floods that periodically bring us ser-
ious food shortages.

When we have normal, regular rain-
fall, we can produce the food we need
in spite of an ever-expanding popula-
tion, poorly organized productive
forces in the country, no modern
farming methods and non-controlled
trade in agricultural produce.

Our Party and our Revolutionary
State have set up the National Cereal
Board (ONC) to ensure that our peo-
ple get regular supplies of food. The
Board’s job includes promoting food

“The regional approach is the safest

way for the whole of Africa gradually

to achieve economic liberation and in-
tegration”

crops, regulating cereal prices between
harvests and selling any surplus pro-
duction to countries that are our
brothers and our friends.

Our Party and our Revolutionary
State have enabled the ONC to per-
form its functions efficiently by setting
up a consumer budget to see what the
people’s real food requirements are.

So in the long term, fundamental
self-sufficiency in food can only be
achieved, in our case, if agriculture is
modernized through the development
of agricultural cooperation, agricultu-
ral research, the control of water re-
sources, the rational and regular use of
fertilizer and pesticide, better prices
for the producers, proper marketing,
the development of rural service roads
and storage facilities and so on.

These important tasks feature in our
Party’s economic and social pro-
gramme and will be carried out, meth-
odically, in our economic and social
development plans.

A positive diagnosis

» Industry is the driving force of
development—although development is
flagging a bit at the moment with the
Save sugar and Onigbolo cement works
problems. What is the outlook for these
two prides of Beninese industry?

— The economic difficulties facing
the two partners in these schemes—
the People’s Republic of Benin and the
Federal Republic of Nigeria—have se-
riously affected the working capital of
these two factories. Onigbolo Cement
has marketing problems as well and
finds it hard to get electricity supplies
and cheap fuel oil.

Both states have been tireless in
seeking objective answers whereby the
two firms, which are jointly owned by
Nigeria and Benin, can play their full
part in ECOWAS, the Economic Com-
munity of West African States.

It was the two Heads of State who
instigated a visit to the two factories
by Nigeria’s Federal Minister of In-
dustry and Benin’s Minister of Fi-
nance and the Economy from Wed-
nesday 26 February to Saturday 1
March earlier this year.

The visit was an opportunity for the
Ministers and their teams to reassure
themselves as to the standard of the
facilities and see what problems still
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The Onigbolo cement plant, a Benino-Nigerian joint venture which suffered from

the economic difficulties of the two partners

need to be solved, properly and dili-
gently, for the two mixed companies
to become really operational.

The positive diagnosis on the sugar
factory and the cement works is, as
you no doubt realize, the practical re-
sult of all the work the two Govern-
ments have put in over the past few
years to help find a proper, diligent
solution to the problems of the work-
ing capital and the electric and fuel oil
supplies.

Obviously the visit by the Nigerian
Federal Minister for Industry on 28
February, the day the frontiers be-
tween our two countries were opened
again, means that the outlook for the
Save sugar company and Onigbolo Ce-
ment, both highly profitable ventures,
is better.

» Benin has oil, but it hasn'’t yet
felt the benefit of its black gold and
now there is a glut and a price slump
on the world market. Isn’t this likely to
compromise your exploitation of this
resource?

— Your question is one of vital im-
portance to our country, which, as you
so rightly say, has been producing oil
since October 1982. But please re-
member that the deposit we are tap-
ping is the Sémé one, which is small
and under the sea.

Most earnings from Sémeé between
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1983 and the present day have been
used to pay for the running and devel-
opment of the project and, most im-
portant, to pay back the debts we con-
tracted to finance it. This is why Semé
has not had any noticeable effect on
the national economy so far.

However, the recent change in pro-
ject management methods and the
new development plan that has been
devised to improve production are
reasons to hope that the Beninese
economy will feel the benefit of oil
this year, in spite of falling crude
prices on the international market. But
it has to be admitted that the non-stop
decline in crude prices since the begin-
ning of 1986 is seriously affecting all
the oil-producing countries.

The producers who are least hurt by
the price drop are those with large un-
derground fields where production
costs are minimal and those with large
offshore fields who have already paid
off most of their equipment. There is
no doubt that countries working small
fields of the size of Sémé are finding
the major investments they have had
to make a considerable burden.

This means that, if oil prices go on
falling, the viability of a large number
of deposits across the world will be in
doubt.

So the Sémé oil operation will not
be the only one in trouble. We have to

hope that, in view of the vested inter-
ests in the world oil market, the price
of crude will not go on falling in an
anarchic manner.

> Benin’s external debt is getting
bigger all the time. What solution do
you envisage?

— A critical analysis, by source of
financing, of Benin’s external debt
shows that the bulk of what we owe,
809%, 1is in the form of bilateral
loans.

So the increase is largely due to the
rise of the American dollar, the cur-
rency in which more than 40 % of our
external debts are quoted. The inade-
quate performance of our public firms,
which have been badly affected by the
international economic and financial
crisis that has shaken all the under-
developed nations with these loans, is
also partly to blame.

The profound economic crisis has
led to mounting arrears in the servic-
ing of the debt. The solution our coun-
try envisages in this state of impasse
involves applying pertinent recom-
mendations by international organiza-
tions, such as the UN’s Economic
Commission for Africa (ECA) and the
Organization of African Unity (OAU),
and getting the creditors to write off
all or part of the debt or to reschedule
in the light of the new economic situ-
ation in Benin. This should mean that
debt servicing will at least be brought
into line with export earnings and
GNP.

This is why we have to negotiate
with our creditors in a climate of mu-
tual confidence.

We did not hesitate to call on the
International Monetary Fund to con-
clude a structural adjustment pro-
gramme with our country, for this
very reason.

As you can see, Benin intends meet-
ing all its commitments and it strongly
hopes that the IMF will understand
the main concerns of our Party and
our Revolutionary State.

A regional approach—
the safest way

> After its recent failures, do you

think that regional cooperation still
has a good chance?

— It has certainly been apparent
that cooperation along the lines of re-
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gional integration among the States of
west Africa has not been doing so well
in recent years. That was what made
our detractors ironically say that this
part of Africa is a formidable chal-
lenge to the practice of integration.

Many people in the know wonder
whether cooperation and economic in-
tegration are taken seriously in west
Africa—as if they didn’t know that the
building of an economic community,
be it big or be it small, is not an easy
task.

At all events, there is no secret
about the deterioration of the world
economy being made considerably
worse throughout sub-Saharan Africa
by unprecedented drought and deser-
tification, with the serious conse-
quence of an economic and financial
crisis in the member countries.

To be truthful, these are all una-
voidable problems.

The European Economic Communi-
ty had the same thing in 1970, after 13
years of existence.

The time has no doubt come for the
leaders of the continent of Africa daily
to increase their awareness of the
many different problems facing their
peoples and their States and to apply
the appropriate remedies within the
framework of the OAU and other re-
gional and sub-regional organizations,
with a view to the wellbeing—and the
better-being—of the workers in our
towns and our countryside.

This is a basic problem and the way
it is handled, which will be decided by
the States in the sub-region, should
increase the chances of survival of
both Communities—the CEAQO and
ECOWAS.

However, if these two organizations
are to be viable, they will have to
merge on solid foundations. Or at least
they will have to operate regularly and
without any form of discrimination,
thereby encouraging the simultaneous,
coordinated and harmonious develop-
ment of all the national economies of
the member countries.

The achievement of such noble ob-
jectives means that all the partners
must have a common political will
and an acute sense of solidarity and
cooperation that are displayed through
the deliberate acceptance of sacrifices
by each and every one involved.

Clearly, the path to the construction

of any community is strewn with ob-
stacles—which is why the African
States’ vow to unite the whole of the
continent in the interests of the peo-
ples of Africa, their decision to build
regional economic unions step by step
and their common political will grad-
ually to better the living and working
conditions of their nations should
overcome the obstacles whatever they
are.

The noble and exciting nature of the
gigantic and historic task which the
States of the west African sub-region
have to accomplish should take pre-
cedence over individual concessions
and sacrifice, so our common struggle,
led courageously by the two great
communities of our sub-region, the
CEAO and ECOWAS, is not simply
the manifestation of a wager.

That is why we sincerely believe
that the word “failure” is too strong
to describe the inevitable economic
difficulties west Africa is now faced
with.

Although phase two of the ECO-
WAS protocol on free movement and
right of residence has proved difficult
to implement and Nigeria’s frontiers
have been closed for two years, there
is still no reason to lose sight of the
fact that there is no shortage of com-
mon political will among CEAO and
ECOWAS members and that they are
patiently seeking the appropriate ways
and means of solving these problems.

It is thanks to this common political
will that many differences have been
settled on many different occasions.

ANAD®), for example, found an
answer to the conflict between Burki-
na Faso and Mali, which were fighting
over the Agacher zone.

The periodic consultation meetings
when Heads of State and Government
of the Entente Council harmonize
their points of view on problems of
the moment have always been held in
a climate of serenity and mutual confi-
dence.

ECOWAS has also run a number of
agricultural, fisheries, industrial and
commercial schemes.

These are irrefutable proof of the
vitality of the organizations in our
sub-region.

(*) Editor’s note: The Agreement on Non-Ag-
gression and Defence.

Efforts are being made in other sub-
regions to make sub-regional coopera-
tion an efficient means of develop-
ment.

And lastly, the Heads of State and
Government of the whole continent,
who are profoundly aware of the chal-
lenge of under-development, devoted
the 21st OAU summit to development
in Africa.

They took some important deci-
sions with a view to righting the Afri-
can economy, in particular the short-,
medium- and long-term multisectoral
economic recovery programme.

On the basis of all these objective
considerations, we are entitled to be-
lieve and to affirm that west African
cooperation is well under way. How
could it be otherwise when the region-
al approach is the safest way for the
whole of Africa gradually to achieve
economic liberation and integration
and the self-reliant, self-sustaining de-
velopment laid down in the action
plan and the Final Act of Lagos?

“Our country is not
afraid of calling
on the IMF”

» Many African countries have al-
ready applied IMF remedies. Benin
seems to be hesitating to follow in their
Jfootsteps. If this is fact the case, could
you tell us why?

— Most of the African countries
have indeed embarked on adjustment
programmes with the IMF.

We have already told you that the
economic process which the difficult
international  economic  situation
forces upon us has already been
started, responsibly and in full know-
ledge of the facts.

So we have applied for and been
granted IMF diagnosis and inspection
missions in various sectors of the na-
tional economy. These took place be-
tween October 1984 and December
1985.

They led to some preliminary re-
commendations which are now the
subject of thorough critical appraisal.
There is no doubt that this study will
result in an adjustment programme
whereby we can continue victoriously
along the path towards a prosperous,
independent, national economy.

Our country is not afraid of calling
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on the IMF and so there is no reason
to hesitate to do what so many other
countries have done—in spite of the
fact that experience has shown that the
IMF brings more constraints than it
provides solutions to the problems the
recipient countries have to face.

However, the decision to call on the
IMF is not a recent one and, if no
adjustment programme has been in-
troduced so far, it is not because the
political will is not there. It is because
of the slowness of the IMF’s proce-
dures.

» The closing of Nigeria’s frontiers
was a blow to the Beninese economy.
Just how big a blow was it?

— As you know, the problems at-
tendant on the international economic
crisis which has made life so difficult
for everyone, the developing nations
especially, could not be worsened or
overcome by the simple closing or
opening of the Nigerian frontiers.

This is why our country has always
felt that any economic recovery mea-
sures that individual states take to
make an efficient job of combatting
the harmful effects of the crisis are
matters for those states alone. The
closing of the frontiers you mentioned
has to be seen in this context.

However, since the economies in
our sub-region are interlaced, as they
are elsewhere in the world, it is per-
fectly natural for the closing of Niger-
ia’s frontiers to have more or less un-

pleasant repercussions on the econom-
ies of its neighbours.

But in fact, this situation, like eve-
rything else in life, has its advantages
and its disadvantages and they must
be looked at objectively.

So there is nothing I can say—ex-
cept remind you that the closing of the
borders between Nigeria and its neigh-
bours seriously interfered with the free
movement of individuals and goods
and was a severe blow to ECOWAS.

Today, very fortunately, the fron-
tiers are open again and have been so
since 1 March. So we very much hope
that free movement of individuals and
goods can start up again without any-
one making it difficult—which would
be pointless in view of the fact that we
want gradually to build an economic
community, of which ECOWAS is the
living symbol, in western Africa.

EEC aid — substantial
support

» Lomé III will be taking effect
soon. What do you think of your coo-
peration with Europe and is there any
new stimulus you would like to give
it?

— Cooperation between the Peo-
ple’s Republic of Benin and the Euro-
pean Economic Community is one of
the most important and most active
examples of cooperation, from the
point of view of both quantity and
quality.

The Dantokpa market in Cotonou
“The closing of the borders seriously interfered with the free movement
of individuals and goods”
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Quantitatively speaking, the Com-
munity has allocated us various types
of aid (grants, soft loans, Stabex trans-
fers, food aid, emergency aid and so
on), amounting to CFAF 60 600 mil-
lion under the first five EDFs.

So Community aid is important—it
was CFAF 5112 million under the
first EDF and rose to CFAF 20092
million under the fifth.

As to quality—the EEC has contri-
buted to every sector of the socio-eco-
nomic life of the nation and has there-
fore been a substantial support to the
Beninese Government in that it has
constantly improved the living and
working conditions of the masses in
our town and country areas.

But in spite of the relatively positive
picture of EEC-Benin cooperation, it is
still worth pointing out that there is
still a long way to go and many a chal-
lenge to take up.

Benin, with a per capita GDP of
CFAF 106 000, is one of the 26 least
developed countries of the world. This
is why the UN Conference on the
LDCs in Paris in September 1981 said
our country should benefit from spe-
cial provisions on official develop-
ment assistance.

At the moment, Benin and the
Commission of the European Com-
munities are working actively to pro-
duce the 6th EDF national indicative
programme for implementation under
Lomé III.

The constant concern of the central
authorities of our Party and our Revo-
lutionary State here is to set great store
by the experience our nation of mili-
tant workers has acquired in all fields
and to ensure that sustained efforts be
continued so we can remove or reduce
the barriers and obstacles which
emerged during previous Conventions
and which have resulted in certain
limits to the optimalization of cooper-
ation.

So our country has no doubt at all
that the EEC will do more to be flexi-
ble with EDF procedure, make a bet-
ter contribution to the economic and
social development of Benin and find
the right means of getting the national
firms and consultancies involved in
Community schemes.

Ready for the Revolution, the fight
continues! o
Interview by A.T.
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Higher bid on agriculture

“You don’t choose your neigh-
bours”, they say, meaning you have to
resign yourself to them and try to cope
as best you can. It goes for states as
well as people. And the Beninese must
have thought it often, as their tiny
country is stuck to the side of giant
Nigeria, ten times as big as they are
and with 25 times as many people.
Benin’s geographical situation has
shaped its vocation as a way through
to the Nigerian market. Traditionally,
trade is an all-important activity, se-
cond only to farming, and it accounts
for something like 15% of GNP. There
are two sides to it:

The Courier

1. The transit of goods to land-
locked countries inside Africa—Burki-
na Faso, for example, and most im-
portantly, Niger. Traffic to Niger has
kept the port of Cotonou very busy, in
spite of the loss of overflow from the
port of Lagos which has now been ex-
tended. The transit trade is known and
is under control.

2. Import to Benin and subsequent
export to Nigeria of luxury goods,
drinks and cloth, largely through non-
official (not to say fraudulent) chan-
nels. This, combined with supplying
the local market with Nigerian manu-
factures, through the same channels,

The Onigbolo cement plant...
Benin pinned great hopes on these two projects

makes up the bulk of trade—which,
although it makes for individual en-
richment, does little for a State that
does not control it.

So the news that Nigeria had closed
its frontiers in April 1984, officially
for a bank-note change, was a real eco-
nomic bombshell, as Benin’s trade
sector had always reflected Nigeria’s
demand, peaking during the oil boom.
The immediate result was a general
decline in activity. Christine Padonou,
one of Benin’s leading businesswo-
men, the so called “Mama Benz”,
says her annual turnover (it was up
around the CFAF 3-4 billion mark in

the good days) was cut by half. And
the State got in fewer customs duties
and less tax when traffic through Co-
tonou port and airport slackened. But
not everything is bad.

Far from it. Since the frontiers
closed, Benin has seen its crime rate
drop, says Soulé Dankoro, Minister
for Trade, Craft and Tourism. And the
supply of food products, especially
maize, on the markets has increased
spectacularly (Nigeria has traditionally
taken about 20% of Benin’s agricultu-
ral production), leading to a drop in
prices—to the great satisfaction of the
consumers in the towns.

But the most beneficial effect, Soulé
Dankoro maintains, is a more general
one. “The closing of the borders
taught us to rely first on ourselves... I
don’t say we should be living in isola-
tion... but dependence should not be
as obvious as that... we are learning to
live with the borders closed and it
isn’t nearly so difficult now as it was
at the beginning...”.

Just a week after this talk, Nigeria
decided to open its frontiers again.
They had of course always been cross-
able—as the “made in Lagos” biscuits
and soap-powder in the Porto Novo
bus-station shop and on the Dantokpa

and the Save sugar factory
which are now experiencing major problems

market in Cotonou and the retail sales
of smuggled petroleum products all
along the roads to the frontier were
there to show. But, they assured me,
the lessons of the closure will not be
forgotten.

Meeting commitments

Something else that is food for
thought, and not alas a plus point for
the indispensible regional cooperation
either, are the problems currently be-
ing faced by two joint industrial ven-
tures—the Savé Sugar Society (3S) and
the Onigbolo Cement Works. Both
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these firms belong to Benin and Niger-
ia jointly. They were financed very
largely by foreign loans which the two
States have guaranteed. 3S cost CFAF
69 billion. Production began in 1983
and was expected to reach 47 000t of
refined sugar (four fifths of it to be
exported to Nigeria) by 1987, but
things are going slowly at the moment.
SCO, the cement works, was a cheaper
proposition and only cost CFAF 37
billion. It was supposed to produce
500000t cement p.a., 60% of it for
Nigeria, but so far it has had to be
content with sharing the Beninese
market with two other producers
which it supplies with clinker. So it is
working well below capacity. And like
38§, it is a victim of Nigeria’s refusal to
purchase its share of output.

Yet Benin had placed lot of hope in
these two projects and, although they
demanded a considerable financial ef-
fort, they should have brought in
enough profit to pay back the loans.
Nigeria needs a great deal of sugar and
cement and the markets seemed as-
sured.

But when the projects were being set
up, apparently not enough attention
was paid to marketing the goods on
the Nigerian market—import duties
mean that both Onigbolo cement and
Save sugar are not terribly competi-
tive. But Nigeria is not only part-own-
er of the two companies but a guaran-
tor, with Benin, of the loans—which
they should have started paying back
in 1982. But arrears have been mount-
ing up since then.

The political events in Nigeria are
of course partly to blame for the prob-
lems the two companies are faced
with, and Benin insists that commit-
ments be met. SCO and 3S were de-
signed for the Nigerian market and
they will not be a paying proposition if
their products cannot accede to it. Re-
cently, a delegation consisting of the
Nigerian Minister for Industry and Be-
nin’s Minister for Finance visited the
two factories and discussed the matter.
But whatever happens, says President
Kérékou, “we have lost at least two
years”.

Lower prices

Although Benin sought Nigeria’s in-
volvement in the sugar and cement
projects, it embarked on financing the
tapping of the Sémé oil reserves on its
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Soulé Dankoro,
Minister for Trade,
Craft and Tourism

own. This bed was discovered off
Seme, very near Nigeria’s territorial
waters, back in 1968. Nothing was
done about it until the Governement
signed a service contract with the Nor-
wegian company SAGA Petroleum in
1979. This was the firm which had
carried out the feasibility study. Bor-
ing began in 1982 and in April the fol-
lowing year the first consignment of
Beninese oil, a heavy but slightly sul-
phurous crude, was exported. It has
cost the State § 140 million borrowed
from Norwegian banks and interna-
tional financial institutions such as the
IBRD and the EIB.

Since then, production has increased
gradually to the present 10 000 barrels

Adolphe Biaou,
Minister for Rural Development
and Cooperative Action

per day (there are seven wells in oper-
ation), but the recent world price
slump has sown doubts about the con-
tinuing wellbeing of the sector.

When Sémeé started producing, a
barrel of crude was worth about $ 26.
Today’s figure is more like $ 12. But
profitability studies suggest that this
can still be a paying concern at $ 11
per barrel, although the margin is
tight, particularly since Benin has to
pay SAGA a fine for breach of con-
tract as well as cope with reimburse-
ment of the loan. Since the end of last
year, the State found SAGA’s terms
too harsh and took a new partner, an
American one this time, PANOCO,
the Pan Ocean Oil Corporation.

As the Beninese co-director André
Yoro told me, a developing country
exploiting a resource as important as
oil ““always expects it to give it an eco-
nomic take-off, solve the nation’s fi-
nancial problems and pay for other
projects, particularly in social infras-
tructure. With our old partner, the
methods of management and contract
structures were such that we couldn’t
get the full benefit of the exploitation
of our resource”.

But he is resolutely optimistic, in
spite of the problems of the moment.
He thinks the company is viable, re-
gardless of the worrying drop in prices.
Phase II, which is already under way,
will see the facilities extended and
more wells sunk so production should
increase. And prospecting at sea and
on the continental shelf will continue
alongside. Two conferences, one in
London and one in Houston, were
held last year to encourage other com-
panies to join in this drive.

A change of tactic

These three schemes—the Saveé su-
gar works, the Onigbolo cement works
and the Séme¢ oil operation—are major
schemes for a country of Benin’s size
and they accentuated the priority
which the 1978-80 development plan
put on industrialization as the driving
force of development. Between them,
they accounted for almost half the
CFAF 244 billion of financing fore-
seen. But if the accompanying invest-
ments, the energy and the transport
projects and so on, are taken into ac-
count the figure is as high as 75%. But
investments in rural development only
amounted to 11% of the total, so the




new 1983-87 development plan (there
have been two interim plans to finish
projects already under way) is a com-
plete change of direction.

Agriculture is now the essential
thing and the emphasis is on self-suffi-
ciency in food. Traditionally, of
course, Benin can feed its 3.7 million-
strong population unless drought cuts
the harvests, but this has only hap-
pened twice over the past 10 years—
once in 1976-77 and once in 1982.
This is particularly remarkable in that
less than 15% of the arable land is
actually in use. It is easy to understand
why so little land is being worked.

Adolphe Biaou, the Minister for Ru-
ral Development and Cooperative Ac-
tion, explained that “most of the peas-
ants use hoes. But we have made pro-
gress with bringing in draught animals
and we think we can do better still—
until one day we have tractors. But we
aren’t in a hurry. We don’t want to get
our peasants too mechanized too
quickly™.

Boosting food exports

Food crops dominate farming.
Maize, particularly, is grown in the
densely—populated south where there
are two rainy seasons and two har-
vests. Yams and sorghum are grown in
the north, in the Atacora and the pro-
vince of Borgou. Benin also produces
manioc, beans and rice. There is re-
gional trade, mainly with Niger and
Nigeria, in these food products, which
represent about 20% of the value of
the country’s exports. The big ambi-
tion is to boost the volume of exports
further, something which is perfectly
possible bearing in mind all the land
available, provided production can be
encouraged.

The authorities could well adopt the
methods used to boost cotton produc-
tion here. Cotton, along with oil palms
and groundnuts, is the nation’s main
cash crop and farmers were encou-
raged to produce more when the price
paid to the producer went up. The re-
sponse to this stimulus was spectacu-
lar.

Last year, cotton expanded in a re-
markable manner, reaching almost
90000t when the average output in
1979-81 was around 18 700 t. But it is
not always easy to juggle with the
prices, Adolphe Biaou said, because

Vivant Univers
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the country is affected by what hap-
pens on the international market.
“When we raise prices and buy pro-
duction, we have to be able to place it
to recover the outlay and fill the cof-
fers. If the world prices drop in be-
tween, we are left with a deficit. We
haven’t yet found a satisfactory an-
swer to the problem of fixing prices
for food products”.

Transforming the villages

But that is what they have to do.
Because the purchasing power of the

Artisanal processing of palm nuts, with cotton the main cash crop

peasants, who make up 90% of the
population, has to be raised if they are
to stop being “potential consumers
and become real consumers of all
kinds of economic goods”, as Plan-
ning and Statistics Minister Zul-Kifi
Salami puts it.

This means paying more for what
they produce and doing so as part of
an official strategy of independent,
self-sustaining development. And this
means having a big enough domestic
market to set up industrial firms that
have a good chance of being viable.
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The Mama Benzes—
an institution and its myths

I had been warned. “Many of these
women have millions. Some of them
are billionairesses. But if you saw
them, you’d think they were penni-
less”. I was sitting in Christine Padon-
ou’s waiting room—she is one of the
five top Mama Benzes—with the
banker friend who got me the appoint-
ment and I could not keep these words
of Soulé Dankoro, the Minister for
Trade, Craft and Tourism, out of my
mind. Particularly since some of the
clichés I had heard so often were al-
ready turning out to be true.

So, true to that thoroughly African
good-natured anarchy, the main fa-
cade of the elegant storeyed house that
is both the home and the offices of Ms
Padonou was hidden behind a muddle
of sacks of rice covered with enor-
mous sheets of plastic to protect them
from the rain. “So it’s true”, I
thought. “They really do stack their
goods anywhere. Even in their
houses”. As I was later to find out,
those were only some of the emergen-
cy stocks and canned food, boxes of
alcohol and crates of soap were piled
up in several of the rooms. And Ms
Padonou has plenty of other ware-
houses across Cotonou.

The waiting room had samples of
her wholesale goods—washing power,
canned food, alcohol, cloth etc.—on
the floor. There were three women
waiting in silence. Weren’t they part of
the solely female pyramid that con-
trols the whole consumer goods distri-
bution chain from import through re-
tail selling? Another cliché.

And when my friend introduced me
to a beautiful young woman, the eldest
daughter of the house, who emerged
from the next room and sat at a table

opposite us, I needed no further con-
firmation. “That must be the heiress
to the fortune”, I thought. They were
right. The women really do run the
business and the men—two brothers
who, I was to learn, are studying in
France at their mother’s expense—are
systematically excluded. I caught my-
self watching her face, trying to detect
the experienced businesswoman she
will be one of these days when she in
turn has been promoted to the rank of
Mama Benz. But for the time being,
she is learning the job by being her
mother’s secretary.

Those were the lines along which
my mind was running when the door
behind her opened wide. Christine
Padonou motioned us into the office
and there all the truisms, all the ru-
mours and all the clichés suddently
crumbled.

The long room contained a big desk
with a large safe to the right of it and
there was a group of armchairs too.
Between the two was a telex, a sign of
the times if there ever was one, and a
telephone that never stopped ringing.
There were always top officials on the

Christine Padonou, Mama Benz and modern busines woman. On her desk,
is part of her day’s takings

other end, as the titles she sometimes
used revealed.

Decidedly, the all-too-common idea
of a Mama Benz as a fat African wo-
man with her purse hidden in her
pagne and all her accounts in her head
1s quite wrong. It does not stand up to
even a few minutes with Christine
Padonou, one of the five richest busi-
nesswomen in Benin (although she ca-
tegorically refuses to confirm this,
maintaining she knows nothing about
her competitors’ fortunes), who is
nothing like it at all. Quite the oppo-
site. She is a modern businesswoman
with up-to-date accounts and a sound
grasp of French. And although she
cannot (yet) read or write, she is very
good at counting—what can’t you do
with a pocket calculator?—and both
telex and telephone are an integral
part of her business life.

“I pay my taxes regularly”, she said
proudly, “and I do a lot of work with
the banks”. My banker friend, who
had dealt with some of these transac-
tions, confirms this. As soon as their
turnover reaches a certain point, he
told me, the Mama Benzes have to use
a bank. Christine Padonou’s turnover
was something like CFAF 3-4 billion a
year between 1977 and 1980, during
the Nigerian oil boom. But the closing
of the frontiers in April 1984 cut it in
half.
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Checking the accounts in a fisheries
cooperative. The women really do run
the business

Ms Padonou is starting to use her
financial powers to diversify her activ-
ities and break into industry. She has
just invested in constructing cold
rooms for fish marketing, maybe the
first step towards building a processing
plant.

Christine Padonou is a practising
Christian and she shares her undenia-
ble success with the people of Athiémé
in the Mono area, where she comes
from, financing, in particular, road
works and water supplies for the dis-
pensary.

The Government, as was to be ex-
pected, is trying to capitalize on the
dynamic Mama Benzes—Soulé Dan-
koro suggests there are tens of thou-
sands of these women across Benin—
by attracting them to the official trade
structures. At the end of last year,
Dankoro’s Ministry reorganized Be-
nin’s Chamber of Commerce and In-
dustry and took a vote in which they
took a full part. But he has no illu-
sions. Changing their outlook will be a
long, hard job.

One more thing. Mama Benz is not
really the right title for Christine Pad-
onou. She does not ride around in one
of those solid German limousines bel-
oved of her colleagues, which gave
them their name. She has a much
more modest French car... o A.T.

The agriculture behind this strategy
would provide the industries with the
necessary raw materials and get back
the agricultural input it needed to in-
crease its output.

That is the thinking behind the se-
cond State Plan as presented to the
round table of funders in Cotonou in
March 1983. It is based on basic rural
development programmes that are in-
tegrated at grass-roots level, in the vil-
lages, and should transform the way of
life.

“Agricultural projects are no longer
designed in isolation”, Mr Salami
said. They now include such things as
the provision of agricultural input at
the right time, the proper use of the
factors of production, agricultural ex-
tension services, health coverage, vil-
lage water engineering and literacy
campaigns, all of which contribute to
the same aim of boosting productivity
and production.

This new priority on the rural world
is, Minister Salami said, completely in
line with the Lomé III policies. And
this, he thinks, facilitated the dialogue
with the Commission when talks were
held on the Indicative Programme of
Community aid—which was eventual-
ly signed in Cotonou on 10 April.

State control

“Benin is not one of the worst-off in
Africa”, the President told me. And it
is true. With a per capita GDP of
$ 330 (*), it is indeed ahead of many of
the other countries on that continent.
But it is also a long way behind the
leaders and recent economic trends
have only widened the gap. Some
schemes the Government was count-
ing on have failed (so far) to fulfil their
promise—take the three major sugar,
cement and oil projects, for example.
The targets of the public firms, which
are the State’s means of controlling the
economy, have not been reached, in
spite of the attention paid to them.

State control goes back to the mid-
70s. The idea then was to stop foreign
control of the modern sector, particu-
larly banking, distribution and indus-
try and to ensure that the consumer

(*) 1982 figure.

got certain essential services at a rea-
sonable price.

But the 60 or so public firms which
opened in a wide range of sectors (in-
dustry, trade, transport and finance)
did not have the anticipated effect on
the economy. Most of them ran into
serious financial difficulty fairly fast
and they cost the State at least CFAF
15 billion-worth of capital plus a
further CFAF 135 billion of loans
which Benin had to guarantee.

Noticeable decline

Attitudes have been changing in this
field over the past couple of years. The
Government has decided to wind up
some of the firms, to merge others and
to reorganize —which will mean furth-
er investments and new loans. But
debt servicing is already an impossible
burden that in 1985 took CFAF 16
billion of a budget—bled white by
treasury losses and almost entirely ear-
marked for civil service wages—of
CFAF 50 billion.

The failure of the State firms has a
lot to do with Benin’s problems today.
The other main reason for the present
economic marasma, as we have seen,
1s the decline in activity in Nigeria, a
situation which has been made worse
by the closing of the borders for al-
most two years (April 1984 to March
1986).

The result was a very noticeable de-
cline in trade, the second pillar of the
economy after agriculture. And al-
though the frontiers were opened
again on 1 March this year, the falling
price of oil, Nigeria’s biggest export,
suggests there will be a long period of
austerity in Benin’s main neighbour.

The key to the future

However, the overall picture is not
entirely black. The sun is shining on
agriculture. Two out of three Beninese
work in farming, giving the country its
self-sufficiency in food, something
which is much coveted in an Africa
where famine and malnutrition are a
scourge.

Benin’s future very much depends
on how far it can modernize its agri-
culture, diversify its output and pro-
duce a surplus for export. How many
countries that are developed today
have had to pass this way? o = A.T.
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EEC-Benin cooperation ©

Relations between the EEC and Be-
nin go back to the creation of the EEC
in 1957; Dahomey, as the country was
then called, was eligible, in its capacity
as an associated territory, for funding
from the First EDF, from which it re-
ceived ECU 20143000 of grants.
After its independence in 1960, coo-
peration with the Community contin-
ued in the framework of the First and
Second Yaoundé Conventions under
which it received ECU 22 825 000 and
ECU 26 580 000 respectively.

With the conclusion of the Lomé I
Convention, EEC-Benin relations un-
derwent a considerable expansion due
to the multiplication of instruments of
cooperation. Since then Benin has
benefitted from the whole range of
these instruments; apart from EDF fi-
nancing in the areas of rural develop-
ment, social infrastructure and trans-
port, the country has made use of
trade promotion exercises, Stabex
transfers, EIB and CDI activities and
regional cooperation programmes;
and, outside the Convention, of food
aid and emergency aid and NGO co-
financing.

(*) Article based on information supplied by
the Commission Delegation in Benin.

Implementation of
Lomé I and Lomé II

Benin’s indicative programme un-
der the 4th EDF (Lomé I) is ECU
44 300 000; it comprises 39 projects of
which 25 are ongoing and 14 com-
pleted. At 31 December 1985, 85.4%
of the indicative programme had been
engaged and 73 % disbursed. The pro-
grammable amount for the 5th EDF
(Lomé II) is ECU 55000 000. The
priorities underlined by the Benin
Government at the moment of signa-
ture of the programme in July 1980
were, firstly, rural development to
which 32% of the total financial en-
velope was committed, transport in-
frastructure with 30%, social infras-
tructure with 15%, training and tech-
nical assistance with 8% and mines
and energy with 7%.

At the end of 1985, 78 % of this pro-
gramme had been committed (16 pro-
jects in operation and 2 completed)
but only 20% disbursed. However, in
1985 there was a marked increase in
the rate of absorption of aid. In fact,
eight financing decisions were taken,
of which six related to the 5th EDF.
Two of these, concerned with the Das-
sa-Savé road, amounted to ECU
17 420 000, 85% of the financing de-
cided upon in that year. The sums not

yet committed stand at ECU
6616061 for the 4th EDF and ECU
12 318 000 for the 5th EDF.

Non-programmable aid

Under Lomé I Benin benefitted
from one aid action of ECU 19258
and from nine Stabex transfer deci-
sions totalling ECU 20 366 720. Under
Lomé II 1t received emergency aid on
four occasions for a total amount of
ECU 1499095 of which the last, ap-
proved in September 1985 concerned
ECU 200000 aid for flood victims.
The operation, which covers four of
the country’s six provinces concerns
the supply of medicines which will
have a long-term effect on the health
of the population.

Under Lomé II, Benin, which saw
its income from exports fall, received
ECU 3944 814 in eight Stabex trans-
fers, of which the last, paid out in 1985,
was of a value of ECU 510647 for
groundnut oil cake. Under Lomé I the
country benefitted from nine Stabex
transfer decisions totalling ECU
20 366 790.

In addition, Benin is an active
member of several regional and sub-
regional organizations of which ECO-
WAS, the Entente Council and the
CEAO are the principal, and takes
part in a whole range of regional pro-
jects covering West Africa and even
the whole continent. In all, it partici-
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pates in 14 projects aimed at improv-
ing air navigation in Africa and Mad-
agascar, financing schools for mining
and geology, and programmes for im-
proving strains of rice, maize, niébé
and soya in tropical Africa, for an
overall amount of ECU 43 million.

Lomé III

The indicative programme for
Lome¢ III was signed at Cotonou on 10
April last. Benin will receive an over-
all financial envelope of ECU 80 m
(roughly equivalent to CFA francs
27.535  billion) comprising ECU
75.1 m of loans and ECU 8.5 m of risk
capital managed by the EIB. EEC-Be-
nin cooperation under the 6th EDF
will be concentrated, roughly equally,
on two sectors:

— rural development, for the most
part in Mono Province, by the estab-
lishment of a coherent programme of
measures aimed at increasing produc-
tivity (land clearance, supply of inputs,
improvements in storage and setting
up of rural credit facilities, etc.) and of
measures aimed at improving the
quality of life in rural areas (village
water schemes, public health, appro-
priate training etc.);

— rehabilitation or modernisation
and maintenance of infrastructures.

Apart from these two main sectors,
Community financing may be ob-
tained for certain other areas, includ-
ing the national component of regional
projects, environmental protection,
the upgrading of the capacity to ab-
sorb aid, and technical and profession-
al training. o

An example of an EDF project ®

The EDF has financed dozens of
projects in Benin, ranging from surfac-
ing roads to the construction of hospi-
tals, from the setting up of national
parks to agricultural and livestock de-
velopment and taking in geological
and mining research and the setting up
of village water schemes.

But it is pisciculture which we have
chosen as an example of EDF activi-
ties in Benin. Firstly, because it is a
pilot project which may have value as
an example not only for the country
but for the whole of Africa, since pis-
ciculture is still a subject in its infan-
cy; secondly, because a form of aqua-
culture exists in Benin in traditional
form, practised by the inhabitants of
the coastal village of Ganvié in their
lagoon. They create mini-lagoons in
the interior of the mangrove swamps
by planting a sort of bush called acad-
ja round about, from whose roots
young fish can draw nourishment and
grow. After six months the acadja
grove is surrounded by fine-mesh nets
and the fish are hauled in. This meth-
od of fishing nets about 7000 tons of
fish a year.

The project which will base itself
unhesitatingly on traditional savoir-
faire, will be seeking to modernise ex-
isting practice, in the main by estab-

(*) Article based on a report by the Directorate
General for Development.

lishing a fish-farm for the production
of fry. These will be given to local
fishermen for release into their own
enclosures or sold to others.

The project’s total cost is ECU
4.1 m of the which the EDF contribu-
tion will be ECU 2.6 m spread over
the 2nd, 4th and 5th EDFs, and will
have as its main objectives:

— the creation at Godomey of a fish-
farm for the production of fry and the
adaptation to local conditions of fish
production in ponds.

— experiments with improved meth-
ods of fish production in lagoons.

— initial and in-service training of

il

T

Benin staff necessary for the develop-
ment of fish farming.
— furnishing of technical assistance.

The project was officially launched
in 1978. After a difficult start, the pro-
ject gathered momentum during its se-
cond phase. A further objective was
added to the project during its second
phase, namely, the extension of fish-
farming into the rural environment of
Mono Province.

Currently, the project’s management
unit comprises five technical services
as well as the general administration
unit. These are:

— the Godomey station, with 55 non-
emptiable ponds, each of 800 m? de-
signed for the production and interme-
diate fattening of the fry of the tilapia
nilotica, integrated with a chicken and
a pig farm, whose slurry is used to fer-
tilise the ponds;

— the Lake Nokoué station, designed
to survey the fattening enclosures and
the pre-extension ponds currently
comprises eight experimental ponds
for fishermen employed by the project
and 26 pre-extension ponds for asso-
ciated fishermen;

— a small station for the production
and reproduction of tilapia nilotica
fry;

— a fish-meal factory on the banks of
Lake Nokoué with a theoretical capac-
ity of 300 tons a year was opened in
October 1985 after the bankruptcy of
the only Beninese factory producing
granulated fish-meal;

— the Aplahoué (Mono Province) fish
farm comprises eight ponds fed by a
watercourse and is integrated with
small pig farms.

Several enclosures on the fish-farming project on Lake Nokoué
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Results of the Project
The Godomey station

The management of the Godomey
station has greatly improved. There is
a good working atmosphere among
the Beninese staff thanks to the adop-
tion of a responsibility system and
wage incentives. The technical assis-
tance makes progress checks and inter-
venes in case any problems arise. The
heads of departments and the foremen
in charge of the working groups organ-
ize themselves largely on their own
initiative. Project personnel perfor-
mance is evaluated every three
months by the director, in collabora-
tion with the technical assistance, and
the incentives are calculated in the
light of this. The system seems to be
working to general satisfaction.

On the one hand, a series of teething
troubles (construction delays, several
successive floods entailing loss of fish
stocks, introduction of unviable spe-
cies, etc.) did not allow Godomey sta-
tion to find its real functioning rythm.
On the other hand, a temporary
change in demand slowed down the
production of fingerlings.

These two sets of reasons led to
changes in production (development
of mixed production, in 20 ponds, of a
mix of commercially-viable fish and
fry and fingerlings). The systematic
continuation of this system of produc-
tion has produced good results:

— monthly collection of a series of
data on growth (weight and size), mor-
tality and conversion rate;

— improved integration of Beninese
staff;

— development of a production man-
agement routine.

Lagoon pisciculture

Lagoon pisciculture and its support-
ing operations are extremely promis-
ing aspects of the project and seem to
have found a response with the fisher-
men of Lake Nokoué. The positioning
of the points of intervention on the
lake has been well done from the so-
clo-economic point of view.

— The traditional use of the acadjas
marks a transitional point between
fishing and fish-farming.

— The fishermen are already familiar
with a number of the tasks integral to
enclosed fish-farming.

— In the northern part of the lake the
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acadjas are the object of traditional
property law.

— Women operate a widespread and
effective fish marketing system.

— The Cotonou fish market is close
enough to absorb the fish. Sea and
fresh water fish are widely acceptable.

The project has received the support
of village chiefs which is a guarantee
that it will see the organic integration
of new technology into social life. The
project is currently aiding 26 associated
fishermen, as well as eight fishermen
directly employed. Several problems
exist, especially that of uncontrolled
salinity, which weakens the fish and
makes them vulnerable to disease. The
salinity increases through the frequent
opening of the dam, which increases
the proportion of seawater in the la-
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Aquaculture is traditionally practised in Benin. Here a fish-farmer recovers fish

Conclusions

In principle, fish-farming can never
replace fishing as an alternative but
rather plays a complementary role. In
the specific case of lagoon pisciculture
in Benin the project’s maximum ca-
pacity is 600 tons a year (if all goes
well) compared with the yield from
the acadjas which is of the order of
7000 tons a year.

As a young discipline, pisciculture
needs a lot of time before the metho-
dology is mastered. The project in Be-
nin is at the head of those in Africa
but it still requires work on it, so as
not to expose the fish-farmers/fisher-
men to excessive risks.

— The project seeks to consolidate
the management of the Godomey sta-
tion and to support to the maximum

that have matured in the shelter of the acadjas

goon. At first, it was thought to be an
ecological problem, but it has turned
out to be an economic one, since a
small number of shrimp fishermen
(200 to 500) have been opening the
sluices excessively. They live in the
area of the dam and channel which link
the lagoon to the sea and their activi-
ties risk not only jeopardizing the
breeding of tilapia nilotica in enclo-
sures but also damaging (albeit slightly)
the acadjas on which about 50 000 peo-
ple on the northern part of Lake No-
koué depend for their living. If this
problem cannot be eliminated or at
least mitigated, studies will have to be
made of the feasibility of transferring
the enclosures further north towards
the (fresh water) rivers. The range of
action for the transfer is limited by the
restricted radius of action of the fi-
shermens’ canoes.

the current phase of pre-extension
work on Lake Nokoué. It is also fol-
lowing with great interest a private
venture undertaken by five fishermen
trained on the project, involving en-
closed pisciculture on the Porto Novo
lagoon a site apparently well-chosen
from the point of view of the ecology.
This venture is being assisted jointly
by the project and CARDER Ouémé.

— Inasmuch as the expansion of pis-
ciculture to the rural environment is
concerned, which seems to be what
the Government wants, a detailed fea-
sibility study is required on both the
socio-economic and the technical as-
pects. Such a study, which has yet to
be undertaken, will be launched to
prepare the third phase of the project.
It will also deal with the possibility of
extending lagoon pisciculture. o
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A pragmatic approach
to a resilient economy

“Qur nation is young, but it is rich in experience:
the experience of heroically waging a victorious war
of national liberation, of successfully undertaking
tasks of post-war rehabilitation and reconstruction
and firmly laying the foundation for the building of a
new, just and democratic society in Zimbabwe. As we
enter the second half of our first decade as an inde-
pendent, sovereign state, we face many new chal-
lenges...”

Pronouncing these words at the opening session of
Zimbabwe’s second Parliament in July 1985, Presi-
dent Canaan Banana could not have better summar-
ized his country’s performance so far, as well as the
path mapped out for its future. Having turned just six
on 18 April 1986, this Republic may be young, yet its
economy is mature well beyond its years. Well-
endowed with a vast range of mineral, agricultural
and human resources, it has already reached a fairly
high degree of sophistication, building on the undeni-
able advantages of its economic inheritance. Indeed,
international economic sanctions applied against the
illegal Smith minority regime during the UDI per-
iod (D contributed to developing a wide range of im-
port substitutes.

Yet this inheritance, turned to maximum benefit
for all Zimbabweans by the Government after the
much longed-for and bitterly fought-over indepen-
dence, contained in itself a major injustice which
became a top priority to be tackled: the majority of
Zimbabweans live in the so-called communal areas,
disadvantaged by their generally poor soils and pat-
chy rainfall, and hardly integrated into the main-
stream of the country’s socio-economic development.
Redressing the imbalances caused by this dualistic
nature of the economy therefore was, and still is, the
major challenge facing this young Republic, as it will
provide the answer to the main aspirations of the
majority of its population.

(1) UDI: Unilateral Declaration of Independence proclaimed by Ian
Smith on 11 November 1965.

Zimbabwe’s recent history in a nutshell : from oppression to

Sfreedom through the armed struggle. The illustrations show

part of Zimbabwe’s new National Monument, Heroes’ Acre,
still under construction near Harare, the capital
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The Birds of Zimbabwe
take flight

Landlocked in the heart of Southern
Africa and bordering on Zambia,
Mozambique, South Africa and Bot-
swana, Zimbabwe covers some
390 245 km? which, in EEC terms, is
roughly the size of West Germany plus
Denmark and the whole of the Bene-
lux. Four-fifths of its area lies above
600 m, an altitude which explains the
generally fine climate. The main fea-
ture is a large 650 km-long and 80 km-
wide central plateau, the so-called
Highveld, flanked on either side by the
Middleveld, (600 m to 1200 m high)
which is itself cut into different small-
er plateaus by a number of rivers. Bel-
ow 600 m one speaks of the Lowveld,
which basically comprises the narrow
northern Zambesi river valley and the
broad Limpopo valley in the south.
The central plateau vegetation is
mostly savanna grassland while the
rest of the country is covered with
wooded savanna. Part of the high
mountainous region on the eastern
border, stretching over some 350 km
and peaking at the 2592 m high Inyan-
gani, is covered with forest. Rainfall
can be very irregular and patchy and
varies from an annual average of
about 1000 mm in the centre to only
some 300 mm in the lower areas. The
unreliable and capricious nature of
it—up to three out of every ten years
are drought years—constitutes, in fact,
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Partial view of the impressive Acropolis-like Hill Complex of the Great Zimbabwe

ruins

a major bottleneck for further agricul-
tural development. The mastering of
water resources for irrigation purposes
therefore ranks high on the priority
list. Already a large number of man-
made lakes—including Lake Kariba,
covering 5000 km>—are tapped both
for hydro-electricity and water supply
purposes.

Whereas the recent history of the
estimated 8.2 million Zimbabweans is
still fairly fresh in most people’s
minds, (see also the first Zimbabwe
Courier report—issue N° 66—March
1981) in fact their broader sense of
nationalism and history stretches back
way beyond their colonial past and in-
dependence struggle. The word “Zim-
babwe” being derived from the Shona
“dzimba dza mabwe” (houses of
stone) or “dzimba woye” (venerated
houses), there is no better place to
search for the essence and core of this
nation than the ruins of Great Zim-
babwe near Masvingo. First seen by a
European in 1872, Zimbabwe’s prem-
ier national monument is the remain-
der of a Shona-Karanga civilization,
flourishing between the 12th and 15th
centuries, though its cultural influence
did not wane after its political decline.
Composed of three main groups of
man-made stone structures—the big-
gest in Africa except for the pyramids

in Egypt—the spread-out valley com-
plex, the impressive Great Enclosure
and the all-dominating Hill Complex,
they form one of Africa’s most fasci-
nating features. Though their massive
walls still to some extent remain enig-
matic and mysterious—unlike the
north-eastern Monomatapa Kingdom
that lasted from the 15th to the 19th
century and is better known, mainly
due to Portuguese historic records—
they are unique witnesses of a great
past, a source of inspiration for the
fierce sense of nationalism that also
inspired the independence struggle. No
wonder the renowned Great Zim-
babwe Birds, carved out of soapstone
and once used as totems for ritual pur-
poses, are now omnipresent symbols
found also on the country’s flag and
crest.

‘“An intrinsically
resilient economy”

These words pronounced, not with-
out a touch of pride, by Zdenek Silav-
ecky, Group Economist at the Stan-
dard Chartered Merchant Bank of
Zimbabwe and therefore a well-placed
observer of the main economic trends,
point out clearly that Zimbabwe is ba-
sically a rich country. At the same
time however, it is also still funda-
mentally dualistic, with a highly devel-
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oped modern productive sector, be it
in agriculture, mining, commerce or
industry, and an underdeveloped com-
munal sector where subsistence farm-
ing provides a livelihood for 80% of
the population.

Economic performance since inde-
pendence has known its ups and
downs: at first, the euphoria of free-
dom was accompanied by an econom-
ic boom with a double digit GDP
growth rate in 1981 (12%), then in
1982 came a downturn. Three conse-
cutive years of drought and a sluggish
world economy caused stagnation and
even decline. In 1983 real GDP
growth rate was negative (—3.5%); by
1984 GDP at current prices reached
Z$ 5699 million (1) but its real growth
rate was still no more than a mere 1%.
At last, rainfall returned and caused a
reversal almost as dramatic as a Greek
deus ex machina: the 1984-85 farming
season turned out bumper harvests of
the major crops (see article by F. Na-
gel in Courier issue N° 93, pages 38-
39, September 1985) which stoked up
the whole economy, in which manu-
facturing output also responded to a
better world economic outlook. In
1985 estimated real GDP growth rate
came close to 6%, the visible trade
balance showed an estimated Z$ 350
million surplus and the overall bal-
ance of payments was recorded at
Z$ 250 million in the black; even the
current account showed up an unusual
+7% 80 million. Whereas inflation

(1) ECU 1 = Z$ 1.55 (March 1986).
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Zimbabwe is usually a very successful farming nation—Ileft,

was cut back by 1985 to just below
10%, or about half of the 1983 figures,
the debt service ratio nevertheless al-
ready stands at 25.6 % and will proba-
bly rise to about 30% over the next
two years before it comes down again.
Still, even after three years of drought,
and the resultant economic stagnation,
Zimbabwe has been able to maintain
its banking credibility and has not had
to go through such exercises as debt
rescheduling.

Much of this credibility is explained
by a look at the country’s main pro-
ductive sectors: its mining, agriculture
and manufacturing are all developed
to a degree well beyond the average
for sub-Saharan Africa.

The mining sector is very diversif-
ied since about 40 types of minerals
are mined here, mostly, however, on a
small-scale basis, as only chromite and
asbestos deposits can be classified as
large. Though accounting only for 5 %-
6% of GDP, mining generates around
40 % of foreign exchange, which makes
this sector the largest export-earner. In
1985 the value of mining production
totalled Z$ 629.6 million, a 15.2% in-
crease over 1984, despite a marginal
decline in the value of output. About
10 key minerals represent almost 90 %
of total production; the main ones be-
ing gold (473 000 ounces produced in
1985 worth Z$ 243 m), asbestos
(173 500 tonnes—Z$ 84.5 m), nickel
(9900 tonnes—Z$ 73.4 m), coal (3.1 m
tonnes—Z$ 66.8 m), copper (20 500
tonnes—Z$ 43.3m) and  chrome
(526 500 tonnes—Z$ 33.7 m).
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The manufacturing sector is respon-
sible for about a quarter of GDP,
which is about three times the black
African average. It provides a broad
and varied range of over 6500 indus-
trial products both for domestic use
and for export. Employing close to
170 000 people, it is also the second
most important job provider, pre-
ceded only by the agricultural sector.
In 1985 industry expanded by 12 %,
reaching record production levels: the
volume index of manufacturing
reached 113 (1980 = 100), about 3%
higher than the 1981 peak year. Most
of this boom was due to expansion of
the textile and cotton ginning sector,
related to the record cotton crop, and
to increased utilization of capacities in
the metals sector. Though generating
only about a quarter of the foreign ex-
change revenue, this is still in Mr Si-
lavecky’s view “the sector of the fu-
ture in terms of value added, exports
and employment”.

Farming with a capital F

However developed the other key
productive sectors, Zimbabwe’s agri-
culture clearly remains the mainstay of
its economy. Even in drought years,
agriculture never provides less than
about 15% of GDP, is the biggest for-
mal employer (about 265 000 jobs) not
to mention subsistence farming in
which 80% of all Zimbabweans are
involved, and provides close to 40%
of foreign exchange.

Drive a few hundred kilometres
through the country—noticing not

0

orld producer of the

Sflue-cured type—yet when drought strikes, as from 1982 to 1984, all major crops suffer—right, maize, the main staple food,

affected by drought
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only the scenic beauty but also the
generally well-kept transport infras-
tructure—and the dual character of
Zimbabwe’s rural sector becomes evi-
dent very rapidly. The so-called com-
mercial farming areas (roughly 13.5
million hectares) bring to mind a com-
bination of the American corn belt
with vast expanses of tobacco, cotton
and maize crops, and the Texas range
lands with lots of healthy-looking cat-
tle; then there are the communal lands
(about 16.5 million ha), more familiar
to African travellers, with high popu-
lation concentration, (750 000 house-
holds) and with their generally very
small farm plots with poor, sandy and
coarse soils. Still, even in the latter,
one is struck by the quantities of
maize, cotton, vegetables etc. peasant
farmers are growing.

In discussions with key personalities
in this sector, one cannot fail to notice
the philosophy behind farming in
Zimbabwe: here, on all levels, be it
peasant, small-scale or large-scale
commercial, a Farmer is Somebody!
As Moven Mahachi, Minister of
Lands, Agriculture and Resettlement,
stressed: “In Zimbabwe we consider
all farming as business. We have got
out of the thinking that farmers are
social workers, merely supplying
cheap food to urban populations, so at
whatever level they are, we believe
they should be reasonably rewarded
for their output”. No efforts are there-
fore spared in putting together good
pricing structures, in keeping infras-
tructure up to date and even expand-
ing it, in providing the proper market-
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ing and storage facilities, in supplying
the necessary inputs and in increasing
the extension services. Agriculture has
proved very successful over the years:
Zimbabwe is for instance the third lar-
gest world producer of flue-cured to-
bacco, after Brazil and the USA; it has
become the third biggest African cot-
ton producer, it is a major producer
and exporter of white maize on the
Southern African scene. Other impor-
tant crops are wheat and sugar and to
a lesser extent tea, coffee and oilseeds.
Maize is the main staple food but is
also used as stock feed for part of the
over 5.5 million cattle, which also
make it an important beef and dairy
producer.

In 1985, Zimbabwe set a farming
example, so to speak, within the re-
gion, thereby fully living up to its res-
ponsibility for food security within
SADCC: favourable weather condi-
tions led to record-breaking harvests.
Crop sales went up by 48% over 1984
to total Z$ 1100 million. They were
marked by substantial further growth,
for the second consecutive year, of
crop sales from the communal sector:
topping Z$ 225 million or 21% of
marketed crop production, its share
grew by no less than 118% over 1984
against only 48% for the commercial
sector. The communal farmers sold al-
most half of the 1.82 million tonnes of
maize delivered to the marketing or-
ganizations and performed almost as
well in terms of cotton production.

The trend towards closing the gap
and reducing disparities between the
modern and peasant farming sector

of sophistication and are major foreign exchange earners

has been noted with much satisfaction
by the government. Most of its efforts
are indeed geared towards improved
productivity and higher yields in the
communal sector and, in fact, in shar-
ing out the main agricultural asset,
good farm land, on a fairer basis than
up to now. About 36 000 farmers have
been resettled and about 2.2 million
hectares of land has been taken over
to that end, though not all this land is
under production yet. The new 1986-
1990 Development Plan anticipates
resettling another 15000 farmers per
year both on new lands and on lands
previously underutilized. “We want to
transform our communal sector right
across, with an integrated approach
biased towards agriculture” stressed
Minister Mahachi. A lot of work re-
mains to be done there in terms of
marketing, storage, input supplies, in-
frastructural improvement, credit fa-
cilities and, of course, extension ser-
vices. Irrigation will be brought to
those areas and could have a major
impact: it will allow communal farm-
ers to work all year round and thus
generate increased incomes and pur-
chasing power. To serve the same pur-
pose, livestock, which represents an
estimated value of Z$ 700 million in
the communal lands, will be tackled
on a commercial basis.

“Make your farm as
productive as you can”

“Redistributing the good farm lands
is the best way of redistributing the
productive means and therefore
wealth” Minister Mahachi felt, adding
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that “what we want is food produced
by whoever, be it commercial or com-
munal farmers, so let there be that sort
of competition™.

John Laurie, President of the Com-
mercial Farmers® Union, couldn’t
agree more: “We consider the in-
creased output by the communal
farmers as far from being a threat to
us. On the contrary, farming is a na-
tional asset and what more can any
farmer desire than to see more land
being put to productive use—I greatly
appreciate the constructive and realis-
tic attitude of Government towards
commercial farming and the excep-
tional partnership that has developed
there. This was shown, for instance, by
its positive response to our plea for
increased foreign exchange allocations,
which are vital for our basic import
necessities. On the other hand, I am
also very favourably impressed by its
efforts to achieve agricultural progress
in the communal lands, which prior to
independence really didn’t get the
proper attention they deserved. Our
call to any farmer would be: make
your farm as productive as you can”.

Though difficult on an individual
basis, given the proportions (+4500
commercial farmers and a few

hundred thousand communal ones),
Mr Laurie definitely saw scope for in-
creased and improved cooperation be-
tween the two main types of agricul-
ture. “Behind the scenes we already
give a significant amount of help to

Building a small grain store in a resettlement scheme. Resettlement and redistri-

communal farmers so one could speak
of a sort of internal transfer of techno-
logy”. He also considered the recent
boost in communal maize and cotton
output as a further incentive for even
more diversification and specializa-
tion in the commercial sector: “We
are looking closely at all avenues of
productivity,  particularly  export-
oriented: more oilseeds, fruits—also
for canning—vegetables and other
horticultural produce, flowers, and
also coffee and tea can lead to an ex-
pansion of agro-industrial develop-
ment and exports”. Mr Laurie also

believes “more and more land should .

be brought under irrigation—up to
5000 ha a year—which is vital for our
winter wheat production”. Commer-
cial farmers being predominantly
white, though with some black collea-
gues already, Mr Laurie remained
hopeful that more and more blacks
would “come into our orbit”. He also
stressed “the need for increased de-
centralization of all services in an ef-
fort to try and keep people in the rural
areas and fight urbanization, which
was intensified by the prolonged
drought. Already over 1.6 million peo-
ple live on commercial farms and we
make great efforts to improve the
amenities for our employees, particu-
larly when good crop sales allow it, so
that people feel they can get as much
in the countryside as in town”.

On the sensitive issue of land redis-
tribution, John Laurie was not partic

bution of good farm land are key priorities
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Moven Mahachi, Minister of Lands,
Agriculture and Resettlement
“We have got out of the thinking that

farmers are social workers...”

ularly worried: “Everything goes by
the willing seller-willing buyer princi-
ple and the new Land Acquisition Act,
while maintaining that principle, now
gives first choice to government to
buy at a fair price. We always bear in
mind that since independence, nothing
was nationalized or taken over by gov-
ernment here. Generally speaking,
what really counts for us is that we, as
a Third World country, stand on our
own two feet from an agricultural
point of view. For any developing
country it is terribly important to be-
come food self-sufficient, and we have
done so and more; we are also export-
ing some of our commodities on the
world market. We are feeding and
fending for ourselves, and as good pro-
ducers all we want is a fair price, both
at home and on the world market, so
help us therefore to help ourselves™.

“Communal farmers have
become far more self-assured”

Enjoying the hospitality of Robson
Gapare, President of the National
Farmers Association of Zimbabwe
(about 300 000 members organized in
some 4 000 co-operative groups) and
interviewing him in the middle of his
2.5 acres of land, near Serima, gives a
good insight into the concerns and de-
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John Laurie, President of the
Commercial Farmers’ Union
“I greatly appreciate the constructive
and realistic attitude of Government
towards commercial farming...”

sires of the vast majority of communal
farmers. Himself a so-called ““master
farmer” —who, thanks to their appli-
cation of modern farm techniques, ob-
tained higher productivity and there-
fore have a demonstrative effect on
their fellow-farmers—he  produces
(though one should definitely mention
the key role Mrs Gapare plays here—
as do women in general in Zimbabwe)
maize, vegetables and groundnuts, and
also keeps 13 cattle. Last year, he was
able to sell a surplus of no less than 76
bags (each of 90 kg) of maize, and, as
the Scots say, “many a mickle makes
a muckle...” In fact, if Zimbabwe con-
tinues producing maize at the current
rate (maize deliveries for this year are
forecasted at 1.4 million tonnes), it
may, ironically speaking, develop
problems along the EEC’s CAP lines:
the Grain Marketing Board might end
up with large surpluses, enough to
cover about five years of local con-
sumption, at high storage costs...

“The boom in communal farming
goes hand in hand with our farmers
having become more self-assured” ex-
plained the NFAZ chairman. For Mr
Gapare it was also quite obvious that
communal output did not just take off
because of a good “technical” envi-
ronment (credit facilities, free fertiliz-
ers during the first two years of inde-
pendence, increased prices, improved
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marketing, etc...): “Our surplus pro-
duction today in communal lands in
fact finds its origins in increased pro-
duction prior to independence in order
to supply food to the freedom fighters,
so our minds were tuned, as it were, to
produce more than our basic needs
and thus contribute our bit to the free-
dom struggle”.

He also greatly appreciated the ex-
tent to which peasant farmers’ organi-
zations are being consulted, for in-
stance in the selection of farmers for
resettlement schemes, and encouraged
to utter their own practical ideas dur-
ing the conceptual phase of the new
Development Plan: “No African lead-
er will accept that people can interfere
in the decision-making process, but
our PM is on record as having pushed
this through!”

No farmer likes to be a tenant and
Mr Gapare could only regret that “so
far, the vast majority of us have no
security of tenure of land for a number
of reasons; we can only hold our land
by right, not in full ownership, and
therefore not even use it as collateral
for a loan. But even if title-deeds were
given to us today, that would still be
tricky, politically speaking, as it would
to a large extent create a static situa-
tion, whereby we peasant farmers
would own only very poor land. So
redistributing good lands really re-
mains a key issue”. Even on this poor

e
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Robson Gapare, President of the National Farmers’ Association of Zimbabwe,

soil, many a peasant farmer has alrea-
dy been able to improve his yield dra-
matically—only a minority still use
their own maize in different phases:
“This is a security for us, we can’t
take chances on the risk of not having
enough food. Now we are really look-
ing how, while maintaining our maize
output, we could diversify and go
more into other crops like soya-beans,
cotton, white sorghum, vegetables and
groundnuts”. Working in close coo-
peration with the extension services,
Mr Gapare also stressed how much he
and his fellow-farmers appreciate the
EEC’s intervention in the communal
lands: “The EEC has probably done
more for us than one could have ex-
pected. Its aid is of direct use to us
and EEC-sponsored micro-projects are
such a success here that people ask for
more of them”.

That comment led Mrs Gapare to
express a very concrete wish. “If only
we could get more tools and even trac-
tors here... I’ve waited several months
again before a tractor could come and
plough my field...”

“The skills of our
labour force are vital
to the success of the Plan”

While everybody in Zimbabwe
seemed to be holding their breath as it
were, awaiting the imminent publica-

which organizes communal farmers, discussing this year’s crop with Peter
Christiansen, Economic Adviser at the Commission Delegation in Harare
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tion of the new five-year Development
Plan (see interview p 41 with Finance
Minister Chidzero), it is already quite
clear that Zimbabwe will have to cope
with creating enough jobs to absorb
the already high degree of unemploy-
ment (estimated at 12-14%). There are
also more school-leavers coming onto
the market every year; their present
number (of about 90 000) is expected
to treble over the next five years. On
the other hand, the necessary skills
will have to be provided to carry out
the Plan to its full extent.

As Dr Frederick Shava, Minister of
Labour, Manpower Planning and So-
cial Welfare, put it: “The question of
job creation is really the multi-million
dollar question. Presently about 1.2
million people are formally employed,
out of a total of about 2.5 million em-
ployable people, that is able-bodied
persons of employment age. The dif-
ference, of course, cannot be deter-
mined as unemployed persons: there
is a whole range of informal activities
which definitely also contribute to the
economy. Those we have to structure
and organize, for instance in coopera-
tives; and on the other hand we have
to cope with those fully unemployed,
particularly in urban areas, and an
ever-increasing number of school-
leavers”. “At Independence”, he con-
tinued, “we had no idea of our stock
of skills, so first we surveyed them in
order to find out shortages and deter-
mine priorities. Some of these became
quite clear: we have to try and cover
the whole spectrum of engineering,
with the exclusion only of space engi-
neering, right across all sectors of the
cconomy; we are also in need of high-
ly-qualified senior managers in fi-
nance, banking and accountancy; in
middle-management we look at two
levels, one more finance-oriented, the
other for technicians in the hard
sciences. For the latter we are not so
badly off: although many skills left the
country, not a single factory closed
down and in fact the middle-skilled
labour performed as well as the former
professionals. Many skills are there
but need trade-testing”.

“It has also become paramount that
in every Ministry we need trained per-
sonnel in order to translate the Plan
into concrete realities. In those areas
where there are manpower problems,
we will continue to recruit from
abroad to assure the success of the

public sector investment programme ”,
Minister Shava explained.

Having to look also after people’s
well-being, even in difficult times like
the three-year drought, Minister Shava
felt a few key lessons could be drawn
from that experience: “The most im-
portant one, perhaps, is the awareness
that we must put every effort to dam
our rivers and prevent our water gal-
loping to the Indian Ocean. Harness-
ing the waters for irrigation is there-
fore vital. Our second most important
lesson was that whatever assistance is
given to people under those harsh cir-
cumstances, it still must be linked to
development: it is not enough to pro-
vide food, you also have to put them
to work—Ilet them build small infras-
tructures like dams and feeder roads
for instance—and thus let them create
their own income, contributing to
their well-being. Finally T would say,
we realized the necessity of increasing
and improving storage facilities for
staple food to cope with future
droughts™.

Zimbabwe Ministry of Information

Dr. Frederick Shava, Minister of
Labour, Manpower Planning and
Social Welfare

“The question of job-creation is really
the multi-million dollar question”
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Private sector concerns

Up to now the private sector has no
real problems in finding proper la-
bour, which is described as “basically
good and easy to train, and a major
asset for our development, together
with our good infrastructure, our man-
agement and our basic raw materials”,
Having said this, that doesn’t mean
that, in the view of Anthony Read,
Executive Director of the Confedera-
tion of Zimbabwe Industries (CZI)—
also Member of Parliament whose or-
ganization is the local antenna of the
ACP-EEC Centre for the Develop-
ment of Industry—there isn’t a cloud
in the sky: “Some labour regulations
are not conducive to investment and
to some extent we have suffered from
somewhat erratic decisions by certain
government officials. We also feel the
price control system is almost diabolic
but perhaps most of all we are con-
cerned over the foreign exchange allo-
cations system. The foreign exchange
control here is one of the tightest in
the world—that is an inheritance from
the economic sanctions period prior to
Independence—and this really hamp-
ers us a lot. Our present foreign ex-
change allocation for industry is, in
value and in real terms only about
45% of what it was at independence,
and that is without taking into account
inflation in the industrialized world™.

In more general terms, Mr Read felt
that “policies practised by Govern-
ment haven’t encouraged foreign in-
vestment enough. For instance, inter-
national investment guarantees hav-
en’t been accepted yet, and they also
didn’t sufficiently perceive the need
for a return on investment which we
think should be in the range of 25%”.
Government, of course, takes a differ-
ent stand on this (see again Minister
Chidzero’s interview page 00) but,
even Mr Read admits, “this is not a
country where foreign investors will
easily find as-yet-untapped potential.
Most small-scale investment opportu-
nities have already been taken up lo-
cally—which, by the way, also ex-
plains why, from our point of view,
the CDI'’s record here has been pretty
negative. On the other hand, many in-
dustrialists, because of the UDI per-
1od, have not really got a habit of
looking outside for foreign partners,
and on the other hand we really re-
quire large-scale investment in such
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areas as foodstuffs, chemicals, phar-
maceuticals and engineering,

“We may get some spill-overs now,
due to disinvestment in South Africa,
given the escalation of troubles there”
Mr Read added, though stressing at
the same time that “full trade sanc-
tions on South Africa may make
things very difficult for us, as it is still
one of our biggest markets, as well as a
major supplier of materials to Zim-
babwe industries. We obviously must
consolidate our position within the
PTA—although Zimbabwe faces all
sorts of problems there—and start
looking for other sources of supply,
but this always brings us back to the
problem of transport and access™.

All eyes on the
Beira Corridor

The future of Zimbabwe’s transport
outlets could indeed become very
tricky if the final blow-up, which so
many observers forecast, finally hap-
pens in South Africa. Dependence on
South African routes is near-total:
during the fiscal year 1984/85 (ending
30 June), between 80%-90% of Zim-
babwe’s import and export traffic used
the two major South African rail links
(the Beitbridge line and the Plumtree
line through Botswana). According to
certain sources, the South Africans are
even slashing their rail freight tariffs—
partly as a result of internal competi-
tion with road transport—which could
even increase this dependence.

Of course it isn’t just Zimbabwe but
also Zambia, Malawi, southern Zaire,
Botswana, Swaziland and Lesotho
which are concerned by this burning
issue, which explains why communi-
cations rank so high on SADCC’s
priority list. The Beira corridor—com-
prising the 293 km-long railway line
from Mutare (on Zimbabwe’s border
with Mozambique) to Beira, a road
parallel to it and the Beira port—
would be a partial alternative to South
African routes, although the outlet via
Maputo is in terms of technical facili-
ties in principle more promising for
some of Zimbabwe’s industries which
are¢ located predominantly in the
south. The line from Chicualacuala to
Maputo, however, has been disrupted
by RENAMO’s destabilization activi-
ties. The Beira Corridor, too, suffered
security problems due to RENAMO
actions, to the extent that presently

abouit 6 000 of Zimbabwe’s troops are
deployed to ensure its security and con-
tinued operation. Theoretically, the
Beira line could handle about 1.8 mil-
lion tonnes, yet the actual performance
of the whole system is way below that,
and is, in fact, in urgent need of reha-
bilitation and upgrading. The line is
only a single track with very high gra-
dients and a slow turn-around; built in
the early 1950s, most of the port’s
equipment is outdated (cranes from
about 1930!), it has a very narrow
quay, no roll-on roll-off or container
handling facilities, is very tidal and
needs dredging to increase the berthing
capacity. SADCC has worked out a glo-
bal programme of upgrading of the
whole Corridor, including the port,
covering over 60 different projects
costing a projected US$ 660 million
over a period of 10 years. A major don-
ors’ conference took place in mid-April
to set out both a contingency and a lon-
ger-term programme. Some donors like
the USA, the Nordic countries, the Ne-
therlands and the EEC, have already
earmarked funds or are providing prac-
tical help to develop this alternative
route and the Zimbabwe authorities, in
close cooperation with their Mozambi-
can colleagues, are prepared to defend
and keep it open at any price.

“ Amazing Zimbabwe”

Trade routes in the future may well
become a problem. That does not
mean however, that one can not get
there and see for oneself what a fantas-
tic variety of tourist assets this country
has to offer.

Not only are there the Great Zim-
babwe ruins—and similar ruins in
many other places—vital to all those
who want to try and understand Zim-
babwe as well as to broaden their
overall historical perspective of this
part of the African continent. There is,
of course, also the varied and rich cul-
ture of the different sections that make
up Zimbabwe’s population. There are
several first-rate national parks and
wild-life reserves covering a tenth of
the land, with game viewing, safaris
etc. and where concern for the envi-
ronment is apparent. This balance be-
tween environment and development
is, in fact, one of the major objectives
of the new Development Plan. There
is also Lake Kariba, which offers a
whole range of leisure and relaxation
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The breathtaking and unforgettable “ Mosi oa Tunya” (Smoke that thunders). Livingstone, who named the famous Falls after
Queen Victoria, felt they offered “scenes so lovely they must have been gazed upon by angels”

activities. There is so much more that
any long list would fail to mention it
all. But one view will remain im-
printed in memory forever: the
breathtaking “Mosi oa Tunya” or
“Smoke that thunders”, the African
name for the famous Victoria Falls.
When the first white man, Living-
stone, was brought to them by local
Africans in 1855 and named them
after Queen Victoria, he was so im-
pressed that he wrote in his diary:
“Scenes so lovely must have been
gazed upon by angels in their flight”.
One couldn’t agree more. Situated
about midway on the Zambesi river
between its source and the Indian
Ocean, the falls are 1688 metres wide,
made up of five different chasms rang-
ing from 61 to 108 m in height. In the
flood season over 545 million litres of
water plunge down here every minute,
sending clouds to over 500 metres up
in the sky, which explains where the
African name comes from. Easily ac-
cessible for sightseeing, though at the
risk of being soaked by the spray, they
are so impressive that even American
tourists have to admit “they are bigger
and better than anything we have back
home” (referring, of course, to the
Niagara Falls).

In 1985, over 361 000 people visited
Zimbabwe, up by 15% over the pre-
vious year, about 320 000 giving holi-
day as the main purpose of their visit.
The estimated earnings for last year
for all visitors have been put at about
Z% 41 m, but tourism representatives
like Nelson Samkange and David

Kaufman, both assistant Director-
Generals at the Zimbabwe Tourist De-
velopment Corporation, respectively
in charge of marketing and research
and planning, pointed out the “weak-
ness in statistical surveys, grossly un-
derestimating tourist revenue, which
we in the trade believe to be rather in
the area of Z§ 100 m”. Both also ex-
pect their sector to grow even more.
“Reduced o1l prices increase disposa-
ble incomes in our main tourist mar-
kets, as does the upswing in the world
economy, and also makes long-haul
destinations like ours cheaper” ex-
plained Mr Samkange.

A major boost to tourism income
could also be given by conference bu-
siness in Harare’s new complex com-
prising a very modern Conference
Centre and Sheraton Hotel, the whole
irreverently referred to by taxi drivers
as “the golden delicious™, their way of
describing the luxury inside and the
golden shine outside caused by the re-
flected sun. SADCC’s last ministerial
meeting took place there, as well as a
number of other major gatherings,
such as an intra-ACP Council, but the
high point will come in August-Sep-
tember later this year, as Zimbabwe
will host the next Non-Aligned Sum-
mit.

There are also an increasing number
of South Africans visiting Zimbabwe,
not just on economic grounds given
their restricted holiday allowances, but
also out of a certain curiosity, maybe
trying to find out for themselves how
their own future may turn out.

Growing with equity

If they are open-minded enough,
they can see for themselves that a
multi-racial society with a thriving
economy is possible in this part of the
world. The white population is now
estimated at about 120 000, down by
about half since independence, but the
situation has evolved in such a way
that emigration of white Zimbabweans
has considerably slowed down and
there are clear indications that some
would not mind coming back.

The process of unification that has
taken place here is impressive. Some
problems do remain to be dealt with,
as Prime Minister Mugabe explains in
his following interview. But all in all, a
steady determination to achieve its
goals, combined with a sound sense of
pragmatism, has allowed Zimbabwe
not only to preserve its basic econom-
ic prosperity but also to expand it to
some extent, while reducing disparities
and growing with equity. There are
still many challenges to be faced, but
as Minister Chidzero stressed ““there is
a distinct possibility of an economic
breakthrough™. The regional compli-
cation, given the already-dramatic sit-
uation in South Africa, hangs as a
cloud over the future of the region, but
does not prevent one dreaming of the
potential of this whole area with a free
Namibia and majority-ruled South
Africa with Zimbabwe at the core of
it. o

Roger DE BACKER
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Creating ““one society with a common
destiny... a feat in its own category”

An interview with Prime Minister Robert Mugabe

Zimbabwe, six years on from Independence on
18 April 1980, has gone a long way towards attain-
ing its ““4 R” priorities, resettlement, rehabilita-
tion, reconstruction and reconciliation. It owes
much of this progress to the able leadership of
Robert Mugabe.

Having led the Zimbabwe Afrlcan National
Union or

ZANU (PF)
through the
armed struggle
against the

Rhodesian mi-
nority regime—
which had de-

tained him in |
prison from
1964 to 1974—
Robert Mugabe
finally savoured
the sweet taste
of victory, first
during the 1979
Lancaster Hou-
se negotiations,
and later after
winning a land-
slide victory at
the first (Fe-
bruary 1980) el-
ections. In July
1985, he led
ZANU (PF) as ' ;
President and First Secretary of its Polltburo and
Central Committee to another resounding victory,
thereby increasing his majority in the second Parlia-
ment from 57 to 64 of the 80 common roll seats. The
Lancaster House Agreement stated that a majority of
70 seats out of the total 100 seats, including the
reserved 20 white seats, would be required if certain
aspects of the Constitution were to be changed after 1
April 1987. During this year’s Independence celebra-
tions, the Prime Minister announced that he intended
to invoke this constitutional possibility in order to
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political. socio-economic and development goals with

abolish the reserved 20 white seats, which he consid-
ers quite disproportionate to the actual numbers of
whites remaining in the country.

Now 62, Robert Mugabe’s single-minded dedica-
tion of purpose has not faltered a bit, quite the con-
trary. Within Zimbabwe he continues to pursue his

staunch
pragmatic
termination.
Within the con-
text of Southern
African tur-
moil, his pleas,
both as a Front-
line State and a
SADCC leader,
for a truly free
Namibia and a
majority-ruled
South Africa
have been
made with in-
creasing persis-
tence. Now he
will be heard
even more on
- the internation-
~al scene, as in

yet
de-

August this
year he will
& succeed Rajiv
Gandhi as

Chalrman of the Non-Aligned Movement

In his second interview with The Courier (see issue
n® 66, March 1981), he reviews past achievements,
points out how he succeeded turning swords into
ploughshares and explains why he is striving for the
establishment of a one-party system. He also com-
ments on the dramatic situation in Southern Africa
and puts the “bi-focal” EEC-ACP relationship into
perspective.

* Photo: Zimbabwe Ministry of Information
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National reconciliation

»  Prime Minister, in 1985 you were
voted back into office with an increased
majority. Looking back on the first six
years of Independence, what would you
say have been the main achievements
and what the main disappointments?

— I suppose our achievements real-
ly could be categorized. There are
those in the military field, and we
have of course those in the socio-eco-
nomic field. So one would really have
to do a comparative exercise, but it
doesn’t matter what you do, what ad-
vance is made. If you don’t have se-
curity, if you don’t have peace, then
those advances are nullified, almost,
and in fact it may not be possible even
to make them. And so I should like to
believe that the policy of national re-
conciliation was the highlight of our
achicvements, in the sense that we
brought together the blacks and whites
who had been opposed to each other,
and scparated by a system as inimical
as that of apartheid in South Africa.
To get them really to accept that now
they were one society with common
objectives and a common destiny, that
was a feat in its own category, but that
has happened.

Unifying the armed forces:
“a stupendous exercise”

Within even that context you had
the political division between ZANU
and ZAPU, and going together with
that, the struggle we fought was on two
parallel fronts, the ZANLA front and
the ZIPRA front, and we were fight-
ing, divided as we were militarily, a
common enemy who also had his
forces. So the task on the eve of inde-
pendence was to unify the forces, three
separate forces, ZANLA, ZIPRA and
the Rhodesian forces—not to mention
Muzorewa’s own forces within the
Rhodesian context and the remnants
of Sithole’s. Well, the exercise was a
very stupendous one for a start, but we
took the position that no force was
greater than the other, no force should
claim precedence over allies, all of
them were equal—the Rhodesians
wanted to make theirs the core
force... And so all the generals stood
before their forces as it were—theore-
tically—and we had to integrate the
forces. But of course the larger seg-
ments were those of ZANLA and ZI-
PRA, the largest being that of ZAN-

EDF - J. & P. Hubley

“Our education system has really been
one of the highlights of our endeavour
during the last six years”

Since Independence the number of pu-
pils in school has more than tripled

LA—the Rhodesians didn’t have
much really by way of regular forces,
they had depended on what they
called the territorials, people who were
taken from their walks of life to serve
in the army, so the regular army was
only three battalions or so, but ZAN-
LA had about 20000, and ZIPRA
some 16 000. We managed to integrate
these and that was a feat. The British
assisted us. We got in the British tacti-
cally, because we had to create confi-
dence on the part of the whites, and
also as a deterrent to South Africa,
because there had been talk about a
possible coup if my party won the el-
ections, and true, there was that de-
sign. We feel that by our policy of
national reconciliation, the prepared-
ness to integrate all the forces and
make them one, the request we made
to the British to assist us in the pro-
cess, that the combination of these
made those who had cherished no-
tions about a coup, abandon them. So
there it was, we created a situation of
peace.

Rehabilitating the economy

Now, having said that, we must also
recognize that we inherited an econ-
omy which to some extent had be-
come dilapidated, but to other extents
had infrastructures which were quite
advanced. The bridges in the rural ar-
eas, the roads, the schools, the agricul-
ture, all had deteriorated terribly—

even in commercial agriculture there
were farms that had been abandoned.
But in urban areas, factories and in-
dustrial enterprises had emerged, in
order to enable Rhodesia to have
those substitutes which it needed, now
that certain goods it used to import
could not come in. So there was that
import substitution process which
they carried out and they established
industries to be self-sufficient. We in-
herited that, but to us what was very
important was to rehabilitate the
economy overall, especially rural de-
velopment and agriculture, and along-
side that to resettle the people, both
refugees from abroad and from within
the country itself—people who had left
their home areas to seek other areas
within the country which were safer.
We undertook that resettlement and
we were helped immensely by volun-
tary organizations, by a number of
countries, mainly European countries,
which gave us aid for resettlement.
That exercise was done, and within a
short period we had no refugees any
more and they had turned into peasant
farmers. At the end of 1980, our first
year of independence, we had a bump-
er harvest: we produced, at the end of
that period, some 2.2 million tonnes
of maize and we have not yet beaten
that record. So there we managed to
succeed, but in the industrial field,
now, we had new markets instead of
just the South African and the black or
clandestine markets which the Rhode-
sian regime had established for us. We
now had open markets within the re-
gion and abroad. So Zimbabwe had
opened itself, as it were, to a new rela-
tionship with the outside world and
the outside world had equally opened
itself to that kind of friendship with
Zimbabwe. The lax capacity which
was in our factories was utilized, and
our manufactured products output
also rose in 1980/81 and we therefore
experienced quite a high performance
in our industries. Of course that was
before the world recession.

As we did that, we had to attend to
the problem of education and health
as vigorously as we could. After all,
the development of manpower is es-
sential if you are to carry out any eco-
nomic development at all. So we went
full blast into the area of establishing
schools, in rural areas especially, en-
couraging people in self-reliance pro-
jects to undertake these, and we stim-
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ulated this new interest in socio-eco-
nomic development, especially in the
development of social services. Within
a short period, we had schools emerg-
ing throughout the country. Whereas
in 1979 we had about 800 000 pupils
in school, the number went on rising
and rising until we got, by the end of
1984, to 2.5 million children in school,
and this year the number is even
more. We believe now that the figures
will stabilize, that the bulge we had
because of children who had been
thrown out of school during the war,
has been taken care of, and we will
have to cater for the natural growth
from births. So our educational system
has really been one of the highlights of
our endeavours during the last six
years. The social service, which has to
do with peoples’ health, has also been
remarkably advanced, but it’s at a
slower pace than our education. Now
every child can go to a secondary
school, let alone go into a primary
school—primary education is free, but
secondary education is not free yet.
However, the fees are reasonable, es-
pecially in the rural schools.

But we are also assisting the parents
to be more productive agriculturally.
We are giving incentives to peasants
so they can be more productive, by
way of prices and by making credit
facilities accessible to them, and they
also get help from extension officers.
That way they will have an income,
we believe, provided the climate is
good, an income to enable them to
pay school fees for their children, to
look after their families and feed
them, and perhaps have a little cash to
save. We haven’t got to a position
where every peasant is as productive
as another, not yet. A number of fac-
tors come into it, like the question of
the land and soils. Most peasant agri-
culture is really in areas which have
sandy, coarse soil, and we have to car-
ry out the programme of resettlement
to its conclusion. This we managed to
begin, and to some extent to imple-
ment it, but it’s a long way from being
accomplished. In resettling them, we
must ensure that they have the right
services, the extension workers I have
made reference to, and access to facil-

ities like those offered by the Agricul- ;

tural Finance Corporation, and ensur-
ing therefore that they have the neces-
sary equipment with which to carry
out their agriculture. If we can develop
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a relationship between them and the
extension officers, increase the num-
ber of extension officers so that we
have one extension officer to a village,
this is what we would want to estab-
lish—who will, on a day-to-day basis,
be giving advice, supervise the agricul-
ture of every peasant widow, widower,
poor family or whatever—that way we
hope we can improve the performance
of our peasant agriculture.

Our bid during the next five years,
when we have the new five-year plan,
is precisely to do that: improve on our
agriculture fundamentally. But this
means, of course, the improvement of
other things that go with that. Roads
and feeder roads must be improved,
we have worked on them, they are
better than most roads in other coun-
tries, but still they dilapidate when
heavy rains come, and now we must
look at how to make them permanent.
But otherwise you can travel to every
corner of our country—yes, there will
be bumps, but you will get there and
our crops from all corners get to their
centres and depots. So we would hope
that a combination of development
projects will yield a level of rural de-
velopment which will help us to
achieve the balance between the level
of development of urban people and
that of people in rural areas. It may
not be an achievement on par as such,
but at least we will be able to raise the
standard of living of the rural peas-
ants.

“We hope that we can improve the per-

formance of our peasant agriculture.

Our bid during the next five years... is
precisely to do that”

“Qur traditional style
of life is that
of oneness”

> One of your major stated goals is
the establishment of a one-party sys-
tem in the near future. Why is this so
important to you, how do you intend to
achieve it and by when?

— Well, the one-party state is just a
political philosophy we’ve had all
along, even before the liberation strug-
gle. We feel that a multi-party state is
an oddity, it’s a strange phenomenon
to us, and we say this in all genuine-
ness. We feel it makes an unnecessary
division in our society, that our own
traditional style of life is that of one-
ness—we are one family, under one
chief with various headmen under
him, and if we can use this concept to
create one political society, allowing
for expressions of opinion of various
kinds, that would be better than a
multi-party state and its divisional
nature. It’s important because we want
unity, it’s important because we must
attain the goal of development and of
raising the standard of living of our
people and avoid bickering and unnec-
essary quarrelling for the sake of pow-
er. We are not in that dramatic a hurry
which most people think we are in.
We postulate this as our goal and,
true, we are proceeding towards it by
organizing our party. In 1980 we won
57 seats, in 1985 we won seven more
seats, and got 64 out of 80. We are
hoping that by talking the same lan-
guage, we can come together and unite
our people. It’s necessary, we have got
to avoid this unnecessary fighting
which is taking place in the western
part of the country, and attend to the
problem of developing our country
and society. So that’s the main reason
really why we would want to see a
one-party state.

We are not after a system, as some
people think, which frustrates opposi-
tion, which negates democracy, far
from it: in fact we would want to en-
hance democracy. We would be the
last people, really, to try and throttle
those with opposed views to our own
because we fought for democracy and
we know how painful it was to achieve
the democratic order that prevails in
the country today. So we cannot really
establish a system which defies what
we sincerely believe in. But what we
wouldn’t want to see is a system which
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On the establishment of a one-party state:

“We are not after a system, as some people think, which frustrates opposition,
which negates democracy, far from it: in fact we would want to enhance
democracy”

enables those who are defeated at the
polls to resort to all kinds of undemo-
cratic measures in order to achieve
their goal, as is happening now within
ZAPU': some elements there have tak-
en to violence because they lost the
elections in 1980 and lost their elec-
tions again in 1985. So we believe that
if we are united we will do better: we
would work together, the goals would
be identical and our quarrels, so to
say, would be family in-fights, as we
will regard ourselves then as one large
family.

A plea for pressures
on South Africa

> As future Chairman of the Non-
Aligned Movement and as leader of a
country which is a major SADCC
partner as well as a Frontline State,
what do you expect from the interna-

. tional community as a whole and from

Lurope in particular as regards the
dramatic situation in South Africa?

— It’s an honour that we have been
chosen as the host country for the
Non-Aligned Summit in August and
September and that I, in particular,
have had this honour of Chairman
conferred on me for three years. But
we believe that the choice of our ve-
nue 1s motivated, amongst other
things, by the situation in Southern
Africa, that there should be pressure
exerted on the South African regime
to change the system there. So we

would hope that the holding of the
Summit here will add some political
pressure to the pressures already being
exerted internationally, by the Com-
monwealth, bilaterally by countries
which have relations with South Afri-
ca, and by Europe. The EEC has alrea-
dy pronounced itself by way of given
measures and given political pressure
opposed to apartheid and has de-
manded that there should be changes
to the system. So we believe that the
Non-Aligned Movement will, after the
Summit, have that force of pressure
which, combined with other pressures,
can perhaps bring about change in
South Africa. Now, our expectation
here in the region as a Frontline State,
neighbouring on South Africa, is really
that Europe, which has historical rela-
tions with South Africa, should be
seen to be more committed to the at-
tainment of human rights in South
Africa, than to its economic interests.
This has been my quarrel with Mrs
Thatcher, that for her it’s British eco-
nomic interests that predominate,
rather than human rights—and I
raised this point at Nassau in the
Commonwealth, I raised it in my let-
ters to her. I feel that Britain is being
impelled by the consideration of pure-
ly economic interests, and so is putting
these above human rights and the
question of freedom in South Africa.
So if Europe were to speak with one
voice, act as one, impose sanctions
against South Africa, there would cer-

tainly be some change in South Afri-
ca.

» But if sanctions are imposed on
South Africa, what becomes of Zim-
babwe itself, as your economies are in-
terdependent, for instance in the field
of transport? How will you cope with
the effects of such effective sanctions?

— We will have to adapt. We have
said that if sanctions are imposed
against South Africa, naturally we
would expect some assistance in order
for us to be able to alleviate the pres-
sure of sanctions. But let it not be for-
gotten that, really, South Africa also
depends on us to a very great extent.
We have volumes and volumes of for-
eign currency or Rand that goes down
south, pensioners will save millions of
dollars per year which go to South
Africa, let alone what we pay for the
imports that come from South Africa.
And we are, to date, the greatest mar-
ket in Africa South Africa has, and it
will think twice before it imposes
counter-measures on us. It will be the
loser in the long run.

» s there not also a current trend
whereby white South Africans are com-
ing to Zimbabwe to see how things are
going, bearing in mind their own fu-
ture?

— That’s true. That also, I think,
has been a good thing, an eye-opener
to most whites. Even those who ran to
South Africa and left us are coming
back, because the green pastures they
thought existed in South Africa aren’t
there. They are coming back, and they
see that the ones they left behind are
still as comfortable, if not more com-
fortable than before. We have not
touched them, we have not touched
their properties. If anything, they are
going ahead with their style of life, and
we believe we have been an example
to some extent that can be emulated
by the people in South Africa.

“We value our
relationship with the
EEC very greatly”

»  What is your view of Zimbabwe’s
cooperation with the EEC so far and
what scope do you see for it under
Lomé III?

— We are happy that we became a
member of the ACP-EEC cooperation
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“One would want to see the EEC help the ACP countries to raise their industrial

development and compete with the EEC...”

Zimbabwe has been quite successful in this field already: 45 such ballast hopper
wagons were supplied by a Zimbabwe company to Tanzania on an EDF tender

in 1980 when we became indepen-
dent—naturally starting in 1980 was
starting rather late: that was the time
of Lomé II, and the advantages the
early starters had were not quite our
own advantages. We had to struggle to
get a sugar quota under the Sugar Pro-
tocol. We couldn’t really be accommo-
dated under the Sysmin regime—we
are a mineral-producing country as
much as we are agricultural. But we
benefitted immensely from the grants
and soft loans that were extended to
us, and I can assure you that has
helped us develop certain lines of our
agriculture, and other areas, infras-
tructural and socio-economic. We
were happy that we became also part
of those who negotiated Lomé III, and
although our global ACP target was
not met and we only got some
ECU 8.5 billion, still that is aid which
is coming our ACP way, and which
will go a long way once again in help-
ing us establish ourselves. For Zim-
babwe, which is still a young state, we
cannot really look askance at the aid
that comes from the EEC. We are very
happy with the relationship which is
not purely economic, it’s also a politi-
cal and a social relationship with per-
haps the greatest or the most success-
ful economic community in the world.
The association is also really bi-focal
as it were, involving both the ACP
grouping and the ACP-EEC grouping.
That brings together countries of var-
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ious population strengths, economic
systems, political systems and ideolog-
ies, and perhaps it’s a forum for a
comparative exercise of how various
ideologies, when applied to the econ-
omies of the various systems, operate.
In fact within the ACP and for the six
years we have been a member, we
have noticed that the question of ideo-
logy is not of paramount interest to
the EEC, as such. It is how you utilize
the aid, how that aid, combined with
your own efforts, yields a better per-
formance for you, and that to us is
quite salutary. EEC aid is given with-
out any strings attached, and I can as-
sure you we value this relationship
very greatly indeed.

It’s also in the quest for North-
South cooperation. It’s a start in that
direction, in fact much more than a
start, as we have achieved much more
by way of cooperation between the
EEC and the ACP, and there is no oth-
er example of North-South coopera-
tion comparable to this cooperation.
Perhaps, as some people say, this may
be the nucleus for a New International
Economic Order, we don’t know, but
we would hope that the relationship
continues. However, it remains, of
course, a relationship between the de-
veloped and developing countries,
countries which are superior economi-
cally, much more developed, much
more experienced with greater techno-
logy, and countries which are inferior

in terms of their economies, who have
yet to develop their technology and
depend much more on primary pro-
ducts, on agriculture. One would want
to see the EEC help the ACP countries
to raise their industrial development
and be able to compete with the EEC,
but whether that is possible or not, I
don’t know. I feel that’s the area which
we must attend to, so that we are not
just primary producers of products
which are quite identical: nearly eve-
rybody produces sugar and the EEC
produces its own sugar and buys our
own sugar out of charity, as it were.
We would want to produce certain
other goods which can compete with
those of the EEC—even textiles, cer-
tain equipment that can be used in
their industrial infrastructures. But
that is an area perhaps which is more
sensitive and where enterprises in the
EEC might be opposed, because they
see competition between them and us.
However, the starting point is to im-
port technology, and all these aspects
are provided for in the Lomé III Con-
vention as they were provided for also
in the Lomé II Convention.

The implementation, of course, is
important, but I notice that Lomé has
now laid greater emphasis on agricul-
tural development, and [ don’t see us
really being able to take a leap into the
industrial sphere before our agricul-
ture is highly developed. It’s still
primitive, we still perhaps have to de-
velop ideas as to how our agriculture
should go and most of us are agricul-
tural, often with a still primitive agri-
culture—in some cases people still use
sticks to dig the soil. I’ve seen that,
and we must go beyond that. For us in
Zimbabwe, we are not only fortunate
in that our agriculture is slightly more
advanced than the others, in that we
use the plough, but we have also taken
to using the tractor in a very big way
now, and we would want to see other
countries in Africa follow suit—there
are one or two others which are on a
par with us, and once agriculture is
taken care of, and people can feed
themselves, then the other things will
take care of themselves. After all, you
can only develop your textile industry
if the raw resources exist, if you can
grow cotton, and grow other materials
which can then be used by your enter-
prises in the manufacturing sector. o

Interview by
Roger DE BACKER
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“There is a distinct possibility
: 29

of an economic breakthrough

An interview with Dr Bernard Chidzero

Minister of Finance, Economic Planning and
Development

A member of the ZANU (PF) Central Committee and also an MP, Dr
Bernard Chidzero’s main concern over the past few months has been the
preparation of Zimbabwe’s 1986-90 Development Plan, to be launched
soon. In the following interview, the former UNCTAD deputy secreta-
ry-general reviews economic performance so far and points out the key
priorities of the new Plan as well as its financing. He also touches upon

the sensitive lands issue and stresses Zimbabwe’s intention “to exploit

Lom¢ III to the fullest™.

Ups and downs
in the economy

> Can you make a global comment
on Zimbabwe’s economic performance
since independence in 1980, on the first
six years of Zimbabwe's economic
life?

— That’s a formidable task to per-
form, but I would say this much, that
we have just completed now an eco-
nomic and social review of the Zim-
babwe cconomy since 1980—which
covers a period of five years, that is,
up to the end of last year. Neverthe-
less, for what it is worth, I can say the
economy has performed well on aver-
age since 1980. I say on average, be-
causc we have had periods of high
rates of growth—in 1980/81 when our
real rate of growth in GDP amounted
to about 12%. That was obviously due
to the favourable economic conditions
obtaining in the world market, high
demand for minerals and agricultural
products, good rains which contri-
buted considerably to our agricultural
output of maize, tobacco and all the
rest, and of course also the reintroduc-
tion of the Zimbabwe economy into
the world economy on an open basis
so that we could trade openly. It was
also due to the large injection of exter-
nal aid which assisted in our finances,
both in the fiscal account as well as in
the current account. Naturally the end
of the war redirected resources to nor-
mal economic activities so that unde-

rutilized capacity was brought back to
use. Manpower returned to the econ-
omy after having been concentrated
on the fight for freedom during the
war. Demand also peaked up given the
enthusiasm of people coming back to
more peaceful conditions.

These were some of the factors
which contributed to a very high rate
of growth but this was followed by
nearly three years of drought, which
coincided with worldwide economic
recession, so that both in terms of pro-
duction as far as agriculture is con-
cerned and in terms of our export
markets we were hit very badly. Our
production declined disastrously in
agriculture, our mineral exports
slumped in demand and declined.
That was a double tragedy for us, and
we registered in one year a negative
rate of growth. On average, over those
three years, that is following the two
years of high performance, our econ-
omy grew by only about 2%, which
was a sharp drop. The third phase has
been quite a significant up-swing in
the economy—again as-a result of
good rains, and an upturn in the world
economy. There was great domestic
demand as a result of increased in-
come to the farmers because of good
crops and because of certain policies
which we took internally to increase
wages, particularly for the low-income
group, which also generated demand.
So last year we got nearly a 5% rate of
growth. We expect this year to get
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“We have been honouring all our obli-
gations... We are a Government of
honour”

about the same or even slightly more.
Our balance of payments over the last
two years improved dramatically, to
the extent that we have not only regis-
tered a surplus on our trade account,
but indeed a favourable balance on the
current account and an overall favour-
able balance of payments. We don’t
know, of course, how long that situa-
tion is going to last, much will depend
on what happens in the world econ-
omy and what nature brings with it—
good rains or scarce rains, but we are
reasonably optimistic.

Broadly speaking that is how we
have performed in somewhat quanti-
tive terms, but in more general terms |
can say the economy has not only ex-
panded but we have also registered
significant developments in the social
services, for instance in education
where we witnessed a significant de-
velopment. Equally we have had sig-
nificant development in health; health
services were limited in terms of avai-
lability to the masses of the people so
that increased government expendi-
ture, sustained with aid, incidentally
also from the EEC, enabled us to build
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clinics in the rural areas, and to ex-
pand medical services to people who
otherwise did not have that. Construc-
tion of roads has been very significant
both in the industrial as well as in the,
peasant arecas, and generally I believe
that we can say the standard of living
of the people of Zimbabwe has im-
proved.

Need for job creation

But that is not to say we have not
experienced significant problems dur-
ing that period. The principal prob-
lems have been a rather slow growth
in employment, the significant rate of
growth in GDP has not been matched
by an equal rate of growth in employ-
ment. There has been a decline in em-
ployment in agriculture, partly due to
a rationalization process, there has
also been a decline of employment in
the domestic sector, that is, people
employed as house workers and so on,
partly because of the departure of a
section of the white population, but
also in response to increased wages. So
we have a large unemployment prob-
lem which has been exacerbated by a
large net output of school leavers for
whom we have not been able to find
employment. I have already indicated
the large increase in schools, and this
has been leading to something like
80 000-85 000 new entrants into the
economy with good education back-
grounds, and we have been providing
employment for only about 40 000-
45000 of these students. This is not
satisfactory, because it means that we
have a considerable number of people
without employment, but with a back-
ground of secondary education. That
has been a very serious problem for
us. Yet there is generally a shortage of
skilled manpower in the economy, in
spite of our sustained efforts of train-
ing both inside Zimbabwe and out-
side, and we have had to hire ex-
patriate staff, particularly in the field
of education. But that’s a temporary
situation, we have significant numbers
of people being trained in the country
and outside and when they return we
should be able to cope with that prob-
lem. As the economy expands natural-
ly, there will be scarce skills in key
areas—it could be in engineering, it
could be the medical field, but we are
planning to respond to that situation
in the Five-Year Plan.
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I think, on balance, these problems
have been outweighed by the benefits
which have accrued to the people from
the combined efforts of government’s
enlightened policies, realistic policies,
and, of course, continued support
which we have been getting from the
outside world, the EEC not Ileast
among these.

Outlining the new
Five-Year Plan

» You are preparing the Five-Year
Plan 1986/90: what are the main ob-
Jjectives?

— I can give you a broad outline of
what the Five-Year Plan is going to be
about. First we recognize that this is a
country with certain problems which
we have inherited historically, and
there are also structural problems to
which we have to respond, so we are
planning a lot based on the history
and structure of the economy of Zim-
babwe but also on the aspirations of
this Government in terms of its socio-
economic philosophy trust. On that
basis, the basic objectives of the Five-
Year Plan will obviously be to attain a
significant rate of growth in terms of
production of goods and services,
which we expect to be not less than
5% on average throughout the five-
year period. That 5% is calculated on
the basis of what we can reasonably
expect in terms of investment and in
terms of our human capacities and our
variety of skills and raw materials. It
also takes account of the fact that our
population is growing at a rate of
about 3%, and if we are to increase the
per capita income or the general stan-
dard of living of our people, we have
decided we need to grow by not less
than 5%, otherwise we will just be go-
ing to remain where we are.

Secondly, I have referred earlier to
the question of unemployment, so em-
ployment is a major issue in the Five-
Year Plan and this highlights, together
with the first one, the need for in-
creased and sustained modernization
of resources for domestic employment
purposes, but also enlightened policies
to attract foreign investment, certainly
in the key areas, in order to achieve
our objective. It also means we have
to examine carefully how we finance
our social services, in order to redress
the imbalance which has grown in the
sense that we have been spending

more on social services and less in
terms of investment in material pro-
duction. We need to re-examine there-
fore Government expenditure policies
to ensure growth as well as employ-
ment.

A third objective will be land re-
form and more efficient utilization of
land. Land is a basic issue in this
country; we have resettled people, but
we are not always thinking in terms of
moving people from one area to
another, but also in terms of produc-
tivity, to redress the imbalance in land
ownership, which could be a political-
ly explosive issue between commercial
farmers on the one hand and the peas-
ant people who live in the communal
areas.

A further objective of the Plan,
which is a key issue for other areas, is
expanded and sustained manpower
training and development in the var-
1ous sectors and disciplines so that we
can have the adequate personnel with
managerial skills right up to the tech-
nical and professional personnel we
require.

We have an added objective, which
is to maintain and sustain a balance
between the exploitation of our re-
sources and the requirement to pre-
serve our natural resources. To have
an ecological balance poses the whole
issue of development and environ-
ment, in the sense that our mineral
resources are to be exploited with care
and with an eye on the future, and
those resources which are renewable,
trees, plants etc. have also to be ex-
ploited accordingly. We have huge
programmes to try to bring about reaf-
forestation, and also we are looking at
our wildlife, elephants, rhinos, etc.
That’s going to be a major objective in
the Plan.

Finally we would want of course,
within the context of Lagos Plan of
Action, which is really continental
cooperation in Africa, and more espe-
cially within the programme adopted
by the OAU Summit last year, called
Africa’s Priority Programme for Eco-
nomic Recovery, to participate as fully
as possible and to contribute our best
efforts to bringing about that econom-
ic recovery in Africa, that economic
independence in Africa through var-
ious means: trade, industrial coopera-
tion, manpower development and so
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on. We are already members of the
various organizations of the OAU, but
more especially the economic organi-
zations such as the Preferential Trade
Area, the Southern African Develop-
ment Coordination Conference, and
soon, and we would like to give mean-
ing and credibility to these institu-
tions. This means more has to be done
by African countries to achieve collec-
tive self-reliance and sustained devel-
opment based on our own efforts, so
that outside efforts are only comple-
mentary or supplementary to what we
can do. It means a change in policies,
in agriculture, food production and
other sectors, and we are planning to
do just that and we will make every
effort to contribute to it.

“The outside world has given
us a shot in the arm”

b Shortly after independence, Zim-
babwe organized a major donors’
pledging conference, ZIMCORD. To
what extent did donors come up to
your expectations, and how do you ex-
pect to ensure the financing of the new

Plan? And what would be the role of -

the donors?

— The financing of the Plan as far
as external finances are concerned
would take roughly three forms: offi-
cial development assistance —that’s re-
lated closely to ZIMCORD. There is
also direct foreign investment, which
is a separate aspect altogether, and
thirdly, of course, borrowing on com-
mercial terms. Now our experience
over the last five years has been that
we have received considerable sup-
port, both commitments and disburse-
ments of resources pledged at ZIM-
CORD and subsequent to that. For
instance, if my memory serves me
right, in the case of the EEC, as of
December 1985 total committed re-
sources amounted to about ECU 163
million and at the same time disburse-
ment was nearly ECU 96 million, and
we consider this to be a very good dis-
bursement ratio. We have been very
encouraged, and indeed we are also
grateful that the outside world has giv-
en us a shot in the arm and continues
to do so to some extent. We realize,
however, we cannot continue to rely
on masses of financing, there are
growing demands in other parts of
Africa. When we met in ZIMCORD in
March 1981, I believe I said that we
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hoped that in five or six years’ time
we would be gradually joining the
group of donors rather than remaining
among the recipients. The intervening
years, particularly because of the
world economic recession and the
drought, have not made this possible,
and we still require sustained effort.
We envisage, therefore, that in the
Five-Year Plan that type of assistance
will have a critical role to play.

As regards the second source of fi-
nancing, that is direct foreign invest-
ment, there has been relatively little,
for a variety of reasons. Some has
come in.

A number of British com-

Apprentice at the Harare Polytechnic
“We have a large unemployment prob-
lem... Yet there is generally a shortage
of skilled manpower in the economy’’
panies have invested or increased their
commitment and investment in this
country, but generally that has not
been very significant. I don’t think this
1s peculiar to Zimbabwe, I think it’s
quite common in the rest of Africa
and the Third World. Part of the ex-
planation may lie in the fact that real
interest rates were high and people
prefer to put their money in fixed de-
posits, without the risks of investing in
Third World countries where they
never knew what was going to happen.
The overhanging debt problem also
frightened people who feared some of
these economies might collapse. And
of course, for a young country like
Zimbabwe there was some uncertainty
about what might happen or not hap-
pen. I would add also that our new
investors do not find it very easy to

break through the gap here as we were
not exactly virgin territory and there is
quite good competition here. They
will be able to find a lot of partners if
they want to move fast. This is a very
sophisticated economy with a fairly
high degree of industrialization and fi-
nancial structure. We are now looking
at our investment policies to see how
we can reformulate them in terms of
the mobilization of domestic resources.

However, there may be other rea-
sons why investment hasn’t been
forthcoming. Some people think we
are too much of a socialist country, or
some refer to us refusing to sign in-
vestment guarantee agreements and all
the rest. But we don’t believe in all
these legalistic arrangements, we be-
lieve that what is required is basically
the soundness of an economy, the
soundness of policies, and the credibil-
ity of a government in terms of hon-
ouring its obligations. We have been
honouring all our obligations. We
temporarily suspended remittance of
dividends and profits in 1984 when we
were at the height of the drought per-
iod and when we faced the prospect of
importing huge amounts of food. I
promised at that time that as soon as
we had better days coming we would
resume the repayment, and indeed
barely 12-13 months afterwards we re-
sumed payment. That is the sort of
thing we want, keeping our word: we
are a Government of honour.

On the third account, that is bor-
rowing, yes, we have managed to bor-
row both on a soft loan basis, that is to
say on a bi-lateral government-to-gov-
ernment basis which has assisted us
tremendously, and in this regard we
also have an access to the European
Investment Bank for a number of our
projects such as the Wankie Power
Station. We also borrowed commer-
cially as well as from international or-
ganizations as the World Bank, and
the IMF, and our credit rating, 1 be-
lieve, 1s a very healthy one.

The sensitive lands issue

> May we briefly return to what
you indicated yourself as, possibly, a
politically sensitive issue, the issue of
lands. One can imagine that outside
observers will also have a close look at
what'’s going to happen to the commer-
cial agricultural sector, and the extent
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to which the Government will try to
promote a combination and comple-
mentarity between higher productivity
in the communal sector while still pre-
serving the well-functioning commer-
cial sector?

— The commercial farmer has a
role to play in this country. Govern-
ment has accepted that agriculture
should function broadly along three
lines: the commercial farmer which is
large scale, whether he is white or
black is immaterial; there even, more
professional farming is required, par-
ticularly for products such as cotton,
tobacco in particular and, say, wheat,
which requires irrigation. We have ac-
cepted that, there is no problem about
that. We've also adopted as a policy
stand that the small-scale farmer who
falls between the commercial farmer
and the peasant farmer has a role to
play, and he will be assisted. Finally,
there are the communal or peasant
farmers who are either in the commu-
nal areas or in the new areas of reset-
tlement, that’s another issue. What we
are saying simply is that there is land
and fairly sizeable amounts of land-
lying either fallow or unutilized in the
hands of individuals or companies,
and I do not see why that land should
be kept there unutilized, we ought to
utilize it. In that, we have got to re-
dress the imbalance: about 80% of our
people live in rural areas, and mainly
in the communal areas, and it’s largely
poor land, over-populated and we can-
not from the point of view of equity
and justice, and indeed from an eco-
nomic point of view, sustain that sort
of situation. After all, the war was
fought on that basis! We are not say-
ing that we are going to squeeze out
commercial farmers; on the contrary.
But we will discuss with them, and
some of them are readily selling the
land which they don’t use, and others
will negotiate on one basis or another.
But we realize quite fully the impor-
tant role commercial farmers play.

> But always on a willing buyer-
willing seller basis?

— That is the position, although we
have slightly amended the situation in
the sense that while retaining the will-
ing buyer-willing seller principle, we
had hoped that when sellers are selling
land they should give some preference
to Government.
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*“We shall try to
exploit Lomé III
to the fullest”

» How do you appreciate coopera-
tion with the EEC so far, and particu-
larly what sort of scope do you see to it
now that the new Lomé Convention is
coming into force later this year?

— As I indicated earlier, we have
very good programmes with the EEC
countries and the Community as a
whole. This is largely in the field of
economic and technical cooperation
where, as I indicated, committed and
disbursed resources have been signifi-
cant, related of course to the very im-
portant projects to which EEC re-
sources have been committed. They
were in critical and well chosen areas
such as the building of the Veterinary
Faculty, given the importance of man-
power training.

But the relationship has not only
been on that basis. We have experi-
enced an expanded trading relation-
ship with the EEC. Compared to trade
at the time of independence, by the
end of last year it had nearly quadru-
pled. The EEC countries have become,
as a group, our number one trading
partner, both in terms of imports and
exports. Of course, individual coun-
tries within that group are important.
At a first stage it was the Federal Re-
public of Germany, but now the UK
has taken over to become our number
one trade partner and the Federal Re-
public of Germany is now number
two, and I believe Italy is number
three. But as a group they are our sin-
gle largest trading partner and we ex-
pect to expand this. This has been
largely at the expense of our trading
relationship with South Africa. South
Africa was the largest trading partner,
but if you compare the two, the EEC
and South Africa, the EEC has clearly
taken the lead, although if you take
individual countries then South Africa
still leads the UK.

That trading relationship is terribly
important for us, and we are looking
forward to making full use of the pro-
visions of the Lomé Convention. We
shall try to exploit Lomé III to the ful-
lest. We are not content in just having
that money lying there on a bookkeep-
ing arrangement, we have learned a
few lessons over the last few years in
terms of making full use of aid and
loan resources. We had meetings with

donors a few years ago and we are
working fairly closely with the World
Bank and the UNDP to advance the
effectiveness of the instruments of aid
utilization both in terms of project
identification and formulation, as well
as their management and, of course,
effective communication with donors.
We look forward, therefore, to the
next five years, which coincide with
our five-year Development Plan. with
great expectations to increase coopera-
tion with the EEC. We hope that peo-
ple understand that there is a distinct
possibility of an economic break-
through in Zimbabwe. It’s a country
with that potential, partly because of
its historical structure, partly because
of its resource endowment, and partly
because of the policies we have es-
poused to rapidly transform and in-
dustrialize this economy. I believe that
we have the capacity to do so, in any
case we are determined to do so. But
clearly, being a landlocked country is a
major problem: we rely on the support
and goodwill of the world, 1 say so
bearing in mind the possibility of un-
toward developments in South Africa.
With South Africa close to our trade
routes, we have real difficulties, partic-
ularly if the situation in Mozambique
doesn’t improve; by which I mean the
rail line to Maputo which is a major
rail outlet. This is not functioning be-
cause of the activities of the MNR
there; the Beira line has a limited ca-
pacity and its expansion and moderni-
zation is not a project which can be
carried out in a year, it will probably
take three to five years to remodernize
and achieve the Beira corridor. Again,
this is an area where we would hope
we can get support, South Africa exist-
ing or not existing as a hostile country.
because this is a shorter distance for us
and it is therefore important to us.

So there are major areas of coopera-
tion with the European Community as
with other countries such as the US
and socialist countries, to achieve eco-
nomic transformation not only in
Zimbabwe, but in other countries, and
also to strengthen our efforts at region-
al cooperation. That way the Southern
part of the continent, hopefully includ-
ing South Africa eventually, can be-
come a dynamic and progressive part
of the continent and thus contribute to
the total effort of changing the African
situation. o

Interview by R.D.B.
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“We will take full advantage
of the Convention’s trade
cooperation provisions”’

An interview with Dr Oliver Munyaradzi,
Minister of Trade and Commerce

In the following interview, Trade and Commerce Minister Dr Oliver
Munyaradzi reviews some aspects of Zimbabwe’s relationship with the
EEC, comments on intra-ACP trade as well as trade within the Prefer-
ential Trade Area and assures The Courier he has “no sleepless nights as
to when sanctions are applied against South Africa”.

On the Sugar Protocol

> Minister, you have just returned
from the ACP-EEC special Council on
sugar. What were your impressions?

— The general idea of an ACP-EEC
relationship is a very good one, be-
causc at least we can be assured of
entry to a developed market at reason-
able prices which is very important for
our development back home. The fact
that we are mostly primary commodi-
ties producers, and indeed that we are
not able to control the prices of those
products is, I think, a question of the
world economic order rather than of
ACP-EEC relations. But the fact that
the ACP countries are given an oppor-
tunity from time to time to meet and
talk over problems relating to that
ACP-EEC relationship and to talk of
problems on intra-ACP trade and rela-
tions is equally important as it pro-
vides us with a proper forum.

As regards the ACP-EEC Sugar Pro-
tocol, this is probably the most benefi-
cial trade instrument of ACP-EEC re-
lations, yet the implementation of its
provisions is subject to divergent in-
terpretations, contrary to the original
intentions of the Contracting Parties.
The global agreed quantity of sugar
available to the ACP under this Proto-
col is still the same as when the Proto-
col first came into force in 1975, yet
more ACP sugar exporting countries
have acceded to the Protocol, and the
EEC cane sugar market has expanded
through accessions since then. The
guaranteed price for ACP sugar under
this Protocol has remained relatively
static over a number of years and is no
longer remunerative to ACP sugar

producers, most of whom are largely
dependent on exports to the EEC for
their livelihood.

My own impression is that we are
now witnessing a reimposition by
former colonial powers of their will on
ACP countries, but so far we are
weak —that’s our own fault—and have
to accept it. We arce grateful for an
EEC sugar price higher than the one
prevailing on the world market, but I
regret the present total lack of real
price negotiations and I am afraid that
there is a mentality behind it that may
creep into the rest of our cooperation.
We must keep the dialogue with our
EEC partners open and we may not
allow very narrow sectoral interests to
take the pace over our global relation-
ship. I am, however, confident that the
spirit and goodwill of ACP-EEC rela-
tions will prevail in improving upon
the Convention.

» The EEC is the major trading
partner for Zimbabwe with more than
one-third of both exports and imports.
How do you feel this relationship will
develop?

— It is a fact that the EEC is a
major trading partner for Zimbabwe.
On average, about one third of both
our total exports and imports are with
the EEC. We exported goods worth
about Z§ 259.6 million to the EEC of
10 Member States in 1982. This figure
rose to Z$ 332.8 million in 1983 and
to Z$ 418.1 million in 1984. During
the same period, Zimbabwe imported
goods worth Z$ 357.3 million in 1982,
7% 301.1 million in 1983 and Z$ 352.6
million in 1984 from the EEC. The
general trend in Zimbabwe’s trade re-

lations with the EEC 1is therefore that
this trade has increased since Zim-
babwe formally acceded to the ACP-
EEC Convention in 1982. I see this
relationship developing during the im-
plementation of the present Conven-
tion since a number of the EEC’s trade
barriers on imports from the ACP
have been climinated in this Conven-
tion. The accession of Spain and Por-
tugal to the EEC from [ January 1986
will also mean a larger EEC market for
Zimbabwean exports and sources for
her imports.

Another factor which could result in
increased trade flows between Zim-
babwe and the EEC is that, as our
manufacturing industry develops, we
will export more value added goods to
the EEC, taking full advantage of the
Convention’s trade cooperation provi-
sions, and at the same time import
more industrial machinery and spare
parts as well as industrial raw materi-
als.

South-South and
intra-ACP trade

» Zimbabwe has a vast range of
manufactured goods of international
quality standard at competitive prices.
Thanks to this, several tenders under
the fifth EDF have been won by Zim-
babwean manufacturers. What can
Zimbabwe do to increase this and oth-
er aspects of South-South trade involv-
ing Zimbabwe?
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— We have very actively increased
our programme of activities aimed at
developing South-South trade, partic-
ularly in regional markets. In recent
years we have increased our trade fair
participation programme from five
fairs in Africa in 1981 to 11 in 1983.

In addition to this, we have a num-
ber of plans to increase promotional
efforts in neighbouring countries. We
have computerized our tender infor-
mation dissemination. We are under-
taking detailed market research in a
number of major African markets to
highlight product categories which
Zimbabwe could supply, which are
currently being imported from other
parts of the world. We will be expand-
ing the range and type of our promo-
tional activitics. On the import side
we are making efforts to increase im-
ports from non-traditional sources es-
pecially fellow-members of the Prefer-
ential Trade Area through the in-
creased use of the PTA Clearing Facil-
ity.

From the above I hope you can see
the importance we attach to South-
South trade, particularly regional PTA
markets, and that we are committed to
increasing it where possible.

> As far as intra-ACP trade is con-
cerned, Zimbabwe has great potential
but trade with other ACPs seems to be
very limited at present. ..

— Indeed, that is correct. I have
just returned from a PTA meeting,
and we are aware of the sort of lop-
sidedness of the way Zimbabwe trades
with its neighbours and other ACP
countries. But we are only fairly re-
cently independent and with time and
the right policies and the right thrust
we hope to push this trade to a very
great extent. One of the reasons for
this lopsidedness is that 90% of the
foreign exchange used for our imports
1s meant for basic inputs and equip-
ment, fairly sophisticated ones, which
are often not available with our neigh-
bours or other PTA members. We are
now in the process of identifying
which of them can supply some of
those raw materials and as they are
identified we then divert our sources.
We also need to promote our own pro-
ducts more with them. Obviously as
far as intra-ACP trade is concerned,
there is an overall problem with for-
eign exchange shortages. If we want to

46

go ahead with it, then it must be a
deliberate move to promote this sort
of trade, an example we have set alrea-
dy within the PTA, which means that
we should envisage to buy from
another ACP even if the price is
slightly higher than the world price.

The role of the PTA

» Could you give an appraisal of
the evolution of the PTA and the possi-
ble subsequent increase of regional
trade?

— The Preferential Trade Area for
Eastern and Southern African States
was established to effect a new system
of economic relationships among
Member States to reduce their tradi-
tional dependence on the developed
countries and to strengthen their eco-
nomic links. The PTA Treaty was
signed in Lusaka, Zambia on 21 De-
cember, 1981, and came into force on
30 September, 1982 when it was ratif-
ied by a minimum of seven member
States, as stipulated in Article 50 of
the Treaty. Zimbabwe signed the
Treaty on 29 June, 1982 and ratified it
on 30 September, 1982. The objectives
of the PTA will be attained on a step-
by-step approach, beginning with a
Preferential Trade Area that will be
gradually upgraded to a sub-regional
Common Market by 1992. Eventually
it is hoped that the sub-regional Com-
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mon Market will be upgraded to an
Economic Community for Eastern and
Southern African States which will
eventually link up with other sub-re-
gional Economic Communities to
form an African Common Market by
the year 2000. To date 15 countries
are signatories of the PTA Treaty (1.
The five countries which have not
signed the Treaty are Angola, Botswa-
na, Mozambique, Madagascar and
Seychelles. It is hoped that those
countries which have not vet joined
the PTA will do so soon.

The cardinal principle of the PTA
Treaty is a collective effort in attaining
self-reliance. The 11 Protocols of the
Treaty deal with cooperation in var-
ious fields of economic activity. Of the
11 Protocols, eight have a direct bear-
ing on trade. The basic aim of the Pro-
tocols relating to trade is both to in-
crease the volume of trade and to fa-
cilitate its flow. The trade Protocols
are concerned with the reduction and
eventual elimination of tariff and non-
tariff barriers; customs co-operation,
Rules of Origin for products included
in the PTA Common List which re-
ceive preferential rates of duty when
traded within the PTA region; re-ex-
port of goods; transit trade and transit
facilities; clearing and payments ar-
rangements, simplification and har-
monization of trade documents; and
standardization and quality control of
products. The other three Protocols
cover other areas and fields of eco-
nomic cooperation which are directed
to the key productive and service sec-
tors of the economy, namely agricul-
ture, industry, transport and commu-
nications.

The operational phase of the PTA
was launched in Harare on July 1,
1984. This marked the beginning of
the progressive reduction of tariff rates
concerning the products which are in
the Common List. Most countries
have completed the first round of tar-
iff reductions. The PTA Clearing
House was launched in February, 1984
in Harare. The Clearing House is ad-
ministered by the Reserve Bank of
Zimbabwe of behalf of the Member
States. Its aim is to encourage the use

(1) Membership of the PTA is open to the fol-
lowing 20 countries: Angola, Botswana, Burundi,
Comoros, Djibouti, Ethiopia, Kenya, Lesotho,
Madagascar, Malawi, Mauritius, Mozambique,
Seychelles, Somalia, Swaziland, Tanzania, Ugan-
da, Rwanda, Zambia, Zimbabwe.
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of national currencies in the settle-
ment of intra-PTA trade transactions,
thus reducing the use of foreign cur-
rency. However, Member States have
not to date maximized the use of the
Clearing House. The PTA has also
made some progress in the establish-
ment of a PTA Trade and Develop-
ment Bank which will finance trade
and development projects. The Bank
1s located in Bujumbura, Burundi. The
Charter of the Bank came into force
on 6 November 1985 and the Bank
started operating on 1 January 1986
with a small number of core staff.

In conclusion, if the facilities offered
by the PTA are fully utilized we
should have a significant increase in
intra-regional trade. The PTA is ad-
dressing itself to all the problems that
are affecting full participation of mem-
ber states in PTA activities.

> One criticism that could be made
of the PTA, is that, with regard to the
structure of Zimbabwe’s economy,
about 60% of which is multinational,
the PTA requirements of local equity
and management seem rather tough.
To what extent does this prevent Zim-
babwean companies from taking ad-
vantage of PTA trade arrangements?

— Expressing my strictly personal
views on this matter, I do agree that
this 1s already creating problems for
some of our companies. I feel that the
PTA approach of trying to impose
these requirements of equity holdings
and management structures on mem-
ber countries has probably got to be
looked at again and modified in such a
way as to allow the government of
each member state to decide how fast
they are going to move towards locali-
zation of equity and management
rather than get it imposed. We are in a
situation whereby certain PTA mem-
bers have deliberately taken a policy
of nationalization and from the day of
their independence they virtually na-
tionalized their whole economy. But
this is not a Zimbabwean feature, we
have not taken on such a policy. On
the contrary, we deliberately avoided
it because we didn’t think it was in the
best interests of Zimbabwe. We prefer
a slow process of localization by nego-
tiation rather than by nationalization.
So this matter will have to be looked
into again and we will have to present
our arguments in those fora in order to
bring about a modification and a more

Minister Munyaradzi considers Zimbabwe’s annual EEC quota of 8 100 tonnes of

prime beef, “‘though limited in quantity, gives international respectability to the
quality of our meat and therefore a means of opening up other world markets”

realistic approach towards equity
holding and management localization.
Already some concessions were made
to us given our very recent indepen-
dent status but whether those conces-
sions are sufficient for Zimbabwe to
really take part in an active way in the
PTA, is open to question and we have
to look at it again. Also, not all PTA
members are rigid in their approach to
these rules, some are quite flexible
about it, but I would certainly like to
discuss it as a whole in future.

“South Africa would suffer
as much as ourselves
if they were to close
the trade routes”

» From a trade point of view, Zim-
babwe’s and South Africa’s economies
are closely intertwined. In view of the
impending crisis there, what could be
the effects of such a crisis on Zim-
babwe’s overall trade?

— The Southern African problem,
as far as Zimbabwe is concerned, has
got to be looked at in two phases, the
first being the present short-term cri-
sis, the second phase being a free, ma-
jority-ruled South Africa, which would
give us a completely different set of
circumstances. To apply one’s minds
to the first, and most dangerous phase,
well I quite honestly don’t get sleepless
nights as to when sanctions are ap-
plied against South Africa. As far as
trade routes are concerned, I think if
one 1s going to be realistic one must

see that the relationship between Zim-
babwe and South Africa at the mo-
ment is one of interdependence.
Granted, I agree with those who fore-
cast that if South Africa were to close
its trade routes to Zimbabwe for trans-
port purposes, then this would be dis-
astrous. But we have not just been sit-
ting and waiting until South Africa
does so, we are engaged in a very ac-
tive programme of improvement of
routes through Mozambique and I am
almost certain that we can keep the
Beira Corridor open. We are prepared
to fight to the last man to keep it open.
Maputo is a different kettle of fish,
because even the direct line from Zim-
babwe is long and difficult to defend.
Events are now moving so fast that
South Africa may find it not in its best
interests to close the trade routes even
if sanctions are applied against it. It
needs our cooperation to accede to its
vast hinterland. So it’s a two-way pro-
cess: South Africa would suffer as
much as ourselves if they were to close
the trade routes. Their railway system
was constructed to serve most neigh-
bouring countries and they would
have a lot of unutilized railway capac-
ity. So I think there will have to be
give and take come the time that sanc-
tions against South Africa are applied.
At present we have to consolidate our
markets in view also of a really free
Namibia and Azania, and, ironically
speaking, we may cease to be called
the top dogs of the region when South
Africa becomes majority-ruled... o

Interview by R.D.B.
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EEC-Zimbabwe cooperation

By Gaspard DUNKELSBUHLER )

The wide-ranging cooperation which has developed between the EEC
and Zimbabwe in the first six years after Independence is an expression
of the diversified nature of Zimbabwe’s society and economy and of the
various instruments of ACP-EEC cooperation.

While emphasis has been, from the
beginning, on assistance to the rural
areas, first through the Non-Asso-
ciated States Programme and later un-
der the Lomé II National Indicative
Programme, most aspects of the aid
mechanism have played a role: while
normal development aid in the form
of grants or soft loans, sometimes both
together, was the general rule, “crisis”
instruments such as food aid and
emergency aid were also applied in the
very beginning and during the difficul-
ties caused by drought in the years
1982/84. The resources of the Euro-
pean Investment Bank have been
used, as have risk capital and interest
subsidies. A large number of NGOs
were able to implement development
programmes through co-funding with
the EEC. EEC regional funds enabled
important priorities to be tackled, not-
ably in the field of animal disease con-
trol. Due to Zimbabwe’s advanced
modern sector, trade between the
country and the EEC has increased
considerably in the past six years. The
annual quota under the Protocol for
sugar exports to the EEC has been in-
creased from 25 000 million tonnes to
30 000 mt. After careful preparation of
its veterinary services and of its abat-
toir infrastructure, now among the
most advanced in Africa, Zimbabwe
has, since October 1985, been allowed
to export an annual quota of 8 100 mt
of prime beef to the EEC. The country
has also been actively involved in
triangular aid operations, whereby the
EEC bought maize and emergency aid
supplies for the benefit of neighbour-
ing countries. Furthermore its manu-
facturing industry has increasingly
succeeded in winning EDF supply ten-
ders in other ACP countries. This var-
ied scale of cooperation will continue
under Lomé III. The possibilities of
benefitting from STABEX and SYS-
MIN might be added if there is a de-

(*) Delegate of the Commission of the Euro-
pean Communities in Harare, Zimbabwe.
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cline in export or export-oriented pro-
ductivity.

At the ZIMCORD conference in
March 1981 the EEC pledged a total of
ECU 150.7 m out of a total pledge of
the international donors of ECU
1400 m. At the end of 1985 this
pledge had been surpassed by ECU
30 m (Table 1).

Of the ECU 189.7m actually
pledged, ECU 172.8 m have been allo-
cated for specific purposes through fi-
nancing decisions and ECU 103.7 m
have been disbursed.

At independence in 1980, before
Zimbabwe joined the Lomé II Con-
vention, the EEC granted immediate
assistance from its budgetary re-
sources:

— ECU 9 m through UNCHR for the
resettlement of refugees;

— ECU 1.1m for veterinary pro-
grammes amongst cattle raising com-
munities;

— ECU 1.1 m food aid in milk pro-
ducts through the World Food Pro-
gramme;

— ECU 1 m contribution to the work
of NGOs in Zimbabwe: in particular,

Pow

assistance to education and health
programmes in the rural areas.

Following on from the emergency
phase under the budget line for the
Non-Associated States Programme, in
1980 and 1981 a total of ECU 18.5 m
went to seven priority projects in the
Communal Lands and for the Reset-
tlement Schemes. At the end of Fe-
bruary 1986, ECU 15.6 m had been
disbursed. All seven projects will be
completed by the end of 1986.

The projects implemented under the
NA programme have, in many cases,
been the starting point of projects un-
der the Lomé II National Indicative
Programme (see below). In this con-
text several studies were launched,
preparing Zimbabwe’s full utilization
of the means put at its disposal when
joining the Lomé Convention.

Cooperation under Lomé II

Zimbabwe joined the ACP Group
on 1 March 1982, following ratifica-
tion by the EEC and ACP States. The
National  Indicative  Programme
(NIP—see Table 2) provided for an
amount of ECU 40 m (ECU 30m in
grants, ECU 10m in special loans).
This allocation was in due course in-
creased by ECU 9 m of special loans
in 1983, an adjustment to the NIP
based on a reserve allocated for possi-
ble STABEX and SYSMIN purposes,
which did not materialize for several
reasons and in particular because of
the healthy performances of the sec-
tors concerned.

In 1980-81, EEC aid to Zimbabwe under the non-associated States programme

went mainly to the communal lands and to resettlement schemes. Here a maize

grinding mill, part of the infrastructure provided for the Tokwe Intensive
Resettlement Programme
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Table 1: Total EEC aid to Zimbabwe — Situation as at end 1985
— » . ZIMCORD Actual Financing ECU
Million ECU - 1 ECU = Z$1.06 (15.12.1984); 781.46 {15.12.85) pledge pledge decision disbursed
1. Emergency aid and food aid 1980 NGO projects 1980-1981 12.2 122 122 12.2
2. Non-associated States programime 1980-1981 18.5 18.5 18.5 156
3. European Development Fund:
— National indicative programme 49.0 49.0 350 11.5
— Regional fund ) 30,6 30.0 27.1 12,1
- Emergency aid 1982-1984 2.0 5.0 5.0 5.0
- Risk capital (administered by EIB) 4.0 54 5.4 1.8
~ Interest subsidy {for EIB Loan) - 6.7 6.7 6.7
4, Emergency food aid - 6.9 6.9 6.9
5. Food aid - 16.9 (est.) 16,9 (est.) 16.9 {est.)
6. European Investment Bank 35.0 350 350 11.6
7. NGO projects 1982-1985 — 4.1 4.1 3.4 (est)
TOTAL 150.7 189.7 172.8 103.7
Table 2: Summary of 5th EDF NIP sub-sectors Table 3
Situation as at end 1985 -
‘ EMERGENCY Ttem Approximate
in ECU FOOD AID value ECU
Financing Disbursed
Project title decision (end Emergency food aid 1983 1500 mt beans 500 000
amount March>86) )
Emergency food aid 1984 17 500 mt maize 5575000
A. Agriculture and Rural Development : :
~ Accelerated resettlement schemes 5450000 | 2587526 E‘?“”(‘};‘;gcg’"" aid 1984 2 igg e e ?ﬁg %g
~ Smallholder coffee fruit programme 4 200 000 NIL (via ) mt bean
- Technical assistance MLRRD 216 000 180000
- 1st microprojects programme 1355400 1105440 Total value emergency food aid 6910 060
- 2nd microprojects programme 2200000 1455053
- i j 3000
oo |27 | [rwocmue o
- Fruit and vegetable growing — FOOD AID value ECU
Mashonaland East 2900 000 -
1982 food aid 4000 mt skimmed 5900 000
Sub-total sector A 23221 400 5641 346 milk powder
B. Development of Human Resources 1000 mt butteroil
~ Multi-annual training 2230000 600 000 :
- Staff training, Gweru Technical College 490 000 279704 1983 food aid 4 (z)gg mt ES)MP i 3600000
- Veterinary Faculty 7500000 | 2211389 mt buttero
6 000 mt beans 5000 000
Sub-total sector B 10 220 000 3091093 1984 food aid 4000 mt SMP _
C. Econemic Infrastructure 15000 mt wheat 2400 600
- Rural water supply, Masvingo Province 2 800000 2050609
~ Coal resources and utilization study 500 000 406 462 Total value food aid (est. 15 960 000
- Rural water supply, Matabeleland study 185000 - ol value aid (est)
- Rural water supply Matabeleland 4105 000 —
Sub-total sector C 7590000 | 2456471 EMERGENCY AID PROJECTS — Pt | sbarsod
5th EDF in ECU
D. Supporting Activities amount
~ International Rural Technology
Exhibition 1982 124 000 82768 Emergency aid 1982 1000000 992 980
~Trade Promotion Study (Toepfer) 12 500 12000 (Water and transport)
- Trade Promotion TA 200 000 54975
- Extension (PTA) Studies 75 000 70797 Emergency aid 1983 1500 000 1478 544
- Extension (BDP A) Studies 21 000 19 387 (Hypfobcans and salt)
- Management Information System Study 26 000 24 641
- Water Supply Study 34000 30592 Emergency aid 1984 1 800 000 1800 000
- Gweru Tender 27000 25024 (Mozambican Displaced Persons)
-TA t0 ZDB 280000 NIL
- Study and Expert Fund to ZDB 210000 NIL Emergency aid 1984 700 000 700 000
i . .
Sub-total sector D 1009500 | 320184 | | Freschool feeding drought relicl
TOTAL 42040900 | 11509 094 Total 5000000 | 4971524
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Fifty-six per cent of the NIP of ECU
49 m was allocated to “agriculture and
rural development™, 23% to “human
resources development”, 16% to
“economic infrastructure” and 6% to
“supporting activities”. Eighty-six per
cent of the NIP (ECU 42.2m) has
been the subject of financing decisions
and ECU 11.5 m have been disbursed
to date (see Table 2).

The remaining balance is expected
to be used for the extension of grain
storage facilities.

Several comments can be made on
the programme financed under the
NIP. First and foremost, the pro-
gramme has been entirely in line with
Zimbabwe’s Three-Year Transitional
Development Plan. Another basic fea-
ture has been the harmonization be-
tween national and regional develop-
ment objectives, with a high degree of
joint use of NIP funds and funds from
the regional allocation. The recently
opened Veterinary Faculty at the Uni-
versity of Zimbabwe was financed to
the tune of ECU 7.5m through the
NIP and for the remaining ECU 5.5 m
by the Regional Programme. Likewise
the Tsetse Eradication Project for four
countries of the region (ECU 19.15m
5th EDF and ECU 1.5m NA pro-
gramme for Mozambique) has been fi-
nanced as follows:

— Regional funds ECU 8.35m
— Zimbabwe NIP ECU 3.9m
— Malawi NIP ECU 1.9m
— Zambia NIP ECU 5.0m

Another particular feature has been
the three annual Microprojects pro-
grammes, which to date, have benefit-
ted some 200 grass-roots projects from
a financial envelope of ECU 6 m.

In the vital field of human resources
development, two projects should be
mentioned: assistance to the vocation-
al training programme with the con-
struction of the Gweru Training Col-
lege, the latter being accomplished un-
der the NA programme while the
teaching of trainers was financed un-
der the NIP and is still ongoing; and
the training programme in cotton
growing for 900 peasant farmers over
three years.

The involvement of the EDF in ru-
ral water supply and sanitation in ar-
eas suffering most from irregular rain-
fall has been considerable. The estab-
lishment of 282 boreholes and 36 wells
in Masvingo Province in 1984, during
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Zimbabwe trade with the EEC

Since independence, the EEC as a group has developed into Zimbabwe’s
most important trading partner. In 1981 approximately 27% of all trade (ex-
port and import) took place with South Africa and 27%, also, with the 10
EEC Member States. The importance of South Africa as a trading partner has
diminished especially as far as being a source for import. By 1984, 31.5% of
all Zimbabwe’s trade took place with the EEC, while only 18.7% was with
South Africa.

A major part of imports from the EEC consists of machinery and chemi-
cals, while exports are mostly raw materials and semi-manufactured pro-
ducts. Table 1 lists the 10 most important export products to the EEC.

Of the EEC Member States, only France ran any appreciable surplus in its
visible trade with Zimbabwe, while the three major trading partners (UK,
Fed. Rep. of Germany and TItaly) all ran deficits in 1984 (Table 2).

Table 1: EEC imports from Zimbabwe —
10 most important products — in million ECU
Year 1982 1983 1984

Product

1. Tobacco 117 150 113
2. Ferrochrome 66 56 57
3. Cotton 43 44 51
4. Copper 13 21 31
5. Nickel 24 21 27
6. Tea 4 5 19
7. Sugar 9 13 i3
9. Asbestos 17 12 11
9. Iron matte 3 3 it
10, Coffee 4 5 10
Total top ten 300 330 343
Total exports 366 405 428

Table 2: EEC Member States’ trade with
Zimbabwe — 1984 — in million ECU
Import Export %‘e}fi‘::j

Germany 109 67 —-43
France 25 46 +21
Italy 89 40 —49
Netherlands 38 20 -17
Belginm-Luxembourg 21 13 - 8
United Kingdom 137 116 =21
Treland 3 1 -2
Denmark 4 7 +3
Greece 3 1 -2
Total 428 311 —117

Peter CHRISTIANSEN, Economic adviser

the previous drought, brought a sub-
stantial improvement for the wellbe-
ing of numerous families in this re-
gion. In February 1986, the EEC Com-
mission approved the financing of a
similar water supply and sanitation
project in four districts of Matabele-

land South, which will be all the more
important given the continuing severe
drought conditions prevailing in that
province.

The regional projects administered
from Zimbabwe with EEC funds com-
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prise eight activities, amounting to
ECU 27.1 m of which 12.2 m has al-
ready been disbursed. The emphasis is
clearly on agricultural and rural devel-
opment. Zimbabwe’s experience in
this area is also the reason for its role
as overall coordinator of the SADCC
“Food and Agriculture” sector and in
particular the Food Security Sector.

The European Investment Bank has
concentrated its efforts in the energy
and communications sectors, with two
loans from its own resources totalling
ECU 35 m (ECU 20 m for the Wankie
Power Station; ECU 15 m for the im-
provement of telecommunications)
and benefitting from interest subsidies
from the EDF amounting ECU 6.7 m.
Furthermore, ECU 0.4 m of risk capi-
tal was granted for a study of the pos-
sibilities of the use of Zimbabwean
coal, and co-financed with resources
from the NIP. Likewise, under the risk
capital provisions, the EIB assists the
Zimbabwe Development Bank (ZDB)
to the tune of ECU 5m. An ECU
4.5 m loan has been allocated to the
Government for the acquisition of
shares in ZDB and ECU 0.5m for
EEC participation in ZDB sharehold-
ing. As a complementary measure, the
European Development Fund (EDF)
provides technical assistance and

short-term expertise to ZDB.

The involvement of the EDF in rural water supply and sanitation in areas suffer-

Food aid and
emergency aid

During the difficult period of
drought from 1982 to 1984 when as-
sistance of a different type became ne-
cessary and could be made available
within a short space of time, Zim-
babwe received emergency food aid
and programme food aid (Table 3) in
the form of beans and maize, the first
for free distribution, the second for
commercialization. Counterpart funds
generated by the second action were
used to procure seeds in the form of
“crop packs” distributed free of
charge to 52000 peasants allowing
them to plant maize once the rains
had returned. In 1984 15000 mt of
wheat and 6 000 mt of beans were also
granted under normal food aid proce-
dures. While the beans were for free
distribution to groups of the popula-
tion in need, the wheat has been com-
mercialized and its counterpart funds
are earmarked for the National Irriga-
tion Fund, created some time ago to
increase the irrigated cropping surface
and wheat production, thus diminish-
ing imports. Displaced persons from
Mozambique flowing into Zimbabwe
during these last years had to be ac-
commodated and to receive food,
clothes and medical care, and benefit-
ted from the efforts of the Zimbab-

ing most from irregular rainfall, has been considerable. Here Rony Sabah, the

Delegation’s civil engineering adviser, explains the simple technology involved in

the EEC borehole no 3 to Vice-President Natali at Nemazuwa Village. Second
from the left (with pipe) is EEC Delegate Gaspard Diinkelsbiihler

wean Authorities with help from the
EEC channelled through the UNHCR
and various NGOs.

In 1984 and 1985 two EEC-funded
emergency aid operations in favour of
the populations in Tete Province (Mo-
zambique) totalling ECU 2 m, were
prepared in Zimbabwe. Almost all the
goods and transport were procured by
the Zimbabwean private sector, the
Zimbabwean NGO “Zimbabwe Free-
dom from Hunger” taking an active
part in the operation, assisted by two
European NGOs, German Agroaction
(FRG) and Oxfam UK. The speedy
recovery of Zimbabwe’s agricultural
sector after the years of drought and
the subsequent bumper harvest, as
well as the competitivity of the private
sector, have enabled these possibilities
to be used to the benefit of the neigh-
bouring country.

I would like to draw particular at-
tention to the prudent use of food aid
in Zimbabwe: being aware of the risks
food aid can create for local food pro-
duction, the Government of Zim-
babwe and the EEC have acted care-
fully whenever food aid was unavoida-
ble. The counterpart funds generated
by the maize and wheat operations
were fed back into the peasant sector
to stimulate production. From 1982 to
1984 the Dairy Marketing Board re-
ceived a total of 8 000 mt of skimmed
milk powder and 1 250 mt of butteroil
in order to bridge the gap between the
supply and demand of milk products,
an objective achieved in 1985. The
counterpart funds generated by these
products will be used to promote dairy
development in communal areas
which are not yet self-sufficient in
milk products, following the guidelines
of a Dairy Development Plan current-
ly under preparation by the Govern-
ment.

In conclusion, it can be said after six
years of cooperation between the EEC
and Zimbabwe, encouraging results
have been achieved, constituting a sol-
id basis for future collaboration under
Lomé III, with its increased alloca-
tions for Zimbabwe (see Courier No.
95, yellow pages II and III for pro-
gramming results). The experience has
given Zimbabwe a realistic knowledge
of the willingness, the potential and
the procedures of Community aid, and
the EEC a good impression of the dy-
namics and potential of this young na-
tion. o G.D.
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ANTI-APARTHEID DAYS
“Keeping international pressure up”’

The week of events against apartheid and racial discrimination opens in Brussels.

Right to left: C. Rutten (Netherlands), Yacouba Sandi (Niger), Willy De Clercq
(EEC) Commission), Omar Sy (Senegal), Omar Giama (Somalia) and Hassan
A. Fodha (UN Office)

March 21 1960. A crucial date for
Africa and for the so-called free world.
Few can recall it... but that was the
day a policy of armed repression of
the opponents of the racial discrimina-
tion—apartheid— institutionalized in
1948, began in South Africa. It was the
day of the Sharpeville massacre, and
the date has been taken over by the
UN as an international day for the
abolition of racial discrimination.

This year, as always, the ACP
Group, OAU Ambassadors, members
of the OAU Office and Belgian anti-
apartheid movements organized a
whole series of events. The EEC Com-
mission, the UN information office
(Brussels) and many important figures
from Europe, the Arab world, Asia
(China) and the Communist bloc also
took part.

Yacouba Sandi (Niger), Chairman of
the OAU Ambassadors in Brussels,
said in his opening speech that “the
history of this day is closely tied up
with the history of the black people of
South Africa — who are still deter-
minedly resisting apartheid”. To these
people he paid a great tribute, for “at
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this very moment, as we speak, men,
women and children are falling under
the fire of the guns of the racialist
Government in South Africa... More
than 25 million people every day suf-
fer humiliation because of the colour
of their skin”.

Most speakers spoke of the harsh
reality of apartheid for the black pop-
ulation of South Africa. Titus M.
Mboweni, one of the ANC representa-
tives in London, described it poig-
nantly. Omar Giama (Somalia), Chair-
man of the ACP Committee of Am-
bassadors, Omar Sy (Senegal), repre-
senting President Diouf, current head
of the OAU, and L. Buzingo, head of
the OAU Brussels office, called on the
international community, and the
EEC in particular, to take efficient,
practical measures against the South
African regime to get the Government
to make the indispensible and ineluc-
tible change. “The South African
Government has done nothing it has
not been forced to — and when it does
anything, it is too little, too late and
costs too much in terms of human
life” he said. “What those who can
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still influence the Botha Government
should do is tell the last partisans of
apartheid that their opposition to the
process of democratization is in vain
and they cannot prevent the coming of
a peaceful, multiracial South African
society”, Yacouba Sandi maintained,
reminding the meeting of the conse-
quences of South Africa’s policy on
the constantly delayed Namibian inde-
pendence.

The President of the Committee of
ACP Ambassadors, speaking on behalf
of the Group of 66 African, Caribbean
and Pacific States, believed that by or-
ganizing such Days, “We renew our
commitment to, and support for, the
struggle against racial discrimination
and apartheid™.

“The ideals of this struggle”, he
went on, “transcend all boundaries.
They are ideals of peace and justice.
They are ideals for the whole of man-
kind”. Repeating his anxiety at the al-
arming developments in South Africa,
he added: “The situation in South
Africa continues to remain the focus
of worldwide attention. Apartheid
South Africa continues its stubborn
refusal to acknowledge the legitimate
aspirations of the majority of its peo-
ple. The events and developments in
South Africa for the past year are con-
clusive proof of the fact that united
opposition to the racist regime is
growing daily but the regime’s only
response is further repression™.

The situation was, Ambassador
Giama believed, most serious, and
continued to deteriorate in spite of the
recent ending of the state of emergen-
cy. He underlined the independent
ACPs’ anxiety at “The repressive
South African regime [which] does not
spare even the children who are in-
creasingly being killed, detained and
subjected to all the agonies reserved to
their elders”. But, he went on, “The
opposition, with its consolidated
strength and increased consciousness
of the legitimacy of its demands, will
not be overcome and forced to surren-
der to racial discrimination and apart-
heid”.
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The Somali Ambassador reaffirmed
the ACP Group’s support to the liber-
ation movements of South Africa, and
to all those who—at great personal
cost—support the struggle against
apartheid.

Recalling Europe’s role in the South
African issue, Ambassador Giama
said that the EEC was to be “com-
mended for the Declaration on the
restrictive and positive measures
against South Africa adopted in Sep-
tember 1985. These are measures
which had long been warranted and
justified by the situation in South
Africa”.

Mr C. Rutten (Netherlands), Head
of the Committee of Permanent Re-
presentatives (the Ambassadors of the
12 Member States of the EEC), spoke
on behalf of Mr Van den Broek, the
Dutch Foreign Affairs Minister and
President-in-Office of the European
Council of Ministers, saying that the
Community condemned apartheid.
“Racial discrimination is incompati-
ble with the principles of dignity and
equality for all human beings pro-
claimed in the UN Charter and the
Declaration of Human Rights”, he
said, “and the Twelve are firmly op-
posed to any form of discrimination,
racial or otherwise”. :

Willy De Clercq, the EEC Commis-
sioner for External Relations, said
how much importance the Commis-

My Rutten, speaking on behalf of the President of the EEC

Council, and Mrs Paulette Pierson-Mathy, Chairman of the

Committee against colonialism and apartheid, Belgium’s
oldest anti-racial movement
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sion attached to the campaign against
racialism and regretted that there was
“still room for racial discrimination in
this world of ours”.

Everyone’s problem

He stressed Community solidarity
with the victims of apartheid—for
whom the Community had adopted
an ECU 10 million (about US$ 7 mil-
lion) aid programme — and paid tri-
bute, on the Commission’s behalf, to
all those who put so much energy into
the campaign against racial discrimi-
nation in Africa. He then went on to
say that: “Your aims are our aims.
The Community was created as a reac-
tion against the disasters of the Second
World War — which was the most
atrocious way of showing us just how
ignorance and a lack of understanding
and tolerance can nurture hatred and
lead to the most terrible crimes against
mankind.

The creation of the Community is
proof of the European countries’ de-
termination to make sure that such a
thing never happens again. We are
working together to make the world a
humanitarian society, a society of
peace and prosperity where all the
members live in solidarity, regardless
of differences of nationality, religion
and race.

How could we fail to take a stand
against racialism in its most hideous

Delegates in the Salle Pacheco.
Ambassadors Ruall Harris (Barbados), M.L. Naimbaye
(Chad), A. Mangongo-Nazambi (Gabon), C.
(Ivory Coast) and Maurice St John (Trinidad & Tobago)

Foreground, right to left,

Valy Tuho

form — the institutionalized racialism
of apartheid, which deprives the vast
majority of the South African popula-
tion of its civil, economic, political
and social rights, of its human dignity,
in a word? How could we fail unre-
servedly to condemn a system which
provokes dramas like the Sharpeville
massacre of 26 years ago, whose vic-
tims we remember today, and claims
fresh lives almost every day? How
could we fail to call for the immediate
abolition of apartheid in all its forms?
And [ say abolition because the sys-
tem cannot be changed or altered. Hu-
man dignity is indivisible. There can
be no half measures. It is common to
all mankind. The fight against apar-
theid is everyone’s problem”.
Violence in South Africa was also to
the fore. “In this country, violence
comes from the State itself, so the
Africans’ use of armed force is all the
more legitimate”, said the representa-
tive of the African National Congress,
the main anti-apartheid movement in
South Africa. This country, as we
know, claims that the church justifies
racial segregation — but is not the
church denying what the South Afri-
can Government says? Christ does not
just give spiritual freedom. Freedom
should help individuals and peoples to
free themselves from all oppression.
So international pressure will have to
be kept up, “until apartheid has been
eliminated”. o LUCIEN PAGNI
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Racism under the microscope

An interdisciplinary seminar on the
theme “racism before science” was
organized by the Free University of
Brussels as its contribution to the
week of international demonstrations
against racism and apartheid. In a
two-day, heavily-loaded programme,
historians, sociologists, psychologists,
biologists and experts on law and pol-
itical science debated the origins and
causes of racism through their various
disciplines. The picture that emerged
was that of a phenomenon without
foundation or justification and a de-
viation from the truth.

For starters, the term “race” itself
has had a chequered history. It was
derived from the Latin *“ratio” or from
the Italian “razza” meaning “kind or
species” and was used in the 16th cen-
tury to denote family lineage. In the
18th century the French naturalist
Georges-Louis Buffon applied it, for
the first time, to human groups, inno-
cently of course, as keeper of the Jardin
du Roi and its museum, where the ca-
taloguing of items was part of his activ-
ities. Then came Joseph Arthur Gobi-
neau in the 19th, with his Essay on the
Inequality of Human Races that was to
provide the 20th century racist with his
ideological base.

The defeat of fascism in the Second
World War and the frontal attack on
racial discrimination at both interna-
tional and national levels with resolu-
tions, conventions and legislation ap-
peared to have finally put racism at
bay, but events in the western indus-
trialized societies in recent months—
racial attacks and electoral successes
of overtly racist political parties—have
signalled its resurgence. With apar-
theid claiming victims daily in South
Africa, the FUB-sponsored colloquy
could not have fitted better into the
general efforts to raise the conscious-
ness of the world to the dimensions
and the foreseeable consequences of
racism.

The seminar was opened by the rec-
tor of the University, Mr Jean Michot,
and was chaired at various stages by
its prime movers, Professor Paule
Bouvier and Mr Robert Anciaux, and
by Mr Raymond Chasle, Ambassador
of Mauritius to the European Commu-
nities.
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Egypt of the Pharaohs

It was to history that the seminar
turned first. Speaking on “The percep-
tion of difference in the Egypt of the
Pharaohs™, Professor Roland Tefnin,
philologist and expert on oriental histo-
ry, noted a complete lack of perception
of difference on the basis of race or of
the colour of the skin in this cradle of
civilization. Egypt was the meeting
point of two migratory races—negroes
from the south and white-skinned peo-
ple from the north—and was in ancient
times, as it is today, a highly permeable
and racially-mixed society.

To the ancient Egyptian, the colour
black had no negative connotations. It
was, on the contrary, associated with
joy, fecundity and rebirth. If there was
any opposition of colours it was be-
tween black and red, the former linked,
in the mind of the ancient Egyptian, to
the black fecundity of the Nile and its
basin and the latter associated with the
red barrenness of the desert. Armed
with slides of the paintings and sculp-
tures of this ancient civilization, Pro-
fessor Tefnin showed conclusively that
colours were used there indiscriminate-
ly. Black was sometimes used for a
white-skinned character and white for a
black-skinned character. Colours had
no order of importance, a clear indica-
tion of the society’s acceptance, albeit
subconsciously, of its racially-mixed
character.

The idea of the purity of the blood
was equally absent. Pharaohs, for ex-
ample, accepted foreign princesses as
wives, though they never gave theirs
to foreign kings, in keeping, perhaps,
with what Professor Tefnin, described
as their “ethnocentrism™.

Egyptian ethnocentrism was one of
condescendence and of mistrust of for-
eigners—a mistrust based on the fear
of black magic and witchcraft. The
Egyptians prided themselves on their
moral rectitude, their social order as
against their neighbours’ decadence
and disorder. They believed that their
supremacy was written in the cosmic
order. Abroad meant weakness, chaos
and lawlessness while Egypt signified
strength, law and order. Professor Tef-
nin saw this as more or less political
and economic, as the Egyptian con-

ception of nation was not based on
physical or biological characteristics
but on language. To them anyone who
spoke their language was an Egyp-
tian.

Racism in a society
in crisis

The tendency to exclude, says socio-
logist, Professor Claude Javeau, is a
universal phenomenon. Discrimina-
tion takes many forms—discrimina-
tion against women, handicapped chil-
dren and sick people and discrimina-
tion on the grounds of race, the latter
based on concrete facts—morphology,
paramorphology, the colour of the
skin and culture.

Speaking on “The return of racism
in a society in crisis”, Professor Jav-
eau noted that one can be a xeno-
phobe without necessarily being a ra-
cist. Discrimination is an entrenched
daily behaviour. There is, on the one
hand, rejection of the “other person™
for fear of contamination because ““he
is not like us” and, on the other, the
fear of the “other person” because
“he does not have the rules necessary
to live in our society”. Gypsies, Jews,
blacks and other strangers are thus
seen as threats.

In the Western industrialized socie-
ties, this rejection of foreigners has in-
tensified in recent years for a number
of reasons; first, there is the economic
factor, the crisis provoked by high oil
prices which has led not only to the
scapegoating of foreigners but also to a
feeling that the erstwhile colonies were
taking a revenge on their former co-
lonial masters and the development of
a reflex of defence in the latter. Profes-
sor Javeau pinpoints a second factor
in what he calls “contemporary ego-
tism”—the trend towards a kind of
narcissism, self-withdrawal from soci-
ety, a society seen as hostile. This re-
sults in the creation of many small
worlds, in an emphasis on differences
and in a kind of anti-humanism, all of
which are being reinforced by a third
factor—the mass media, which tend to
mould public opinion, more often ne-
gatively, on issues such as immigra-
tion, insecurity, unemployment and
chauvinism.
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Racial prejudice

Racism is an aberration from natu-
re, a deviation from reality and a ca-
mouflage of the truth. As Professor
Pierre Salmon said in his “critique of
racial prejudice”, the cross-breeding of
# the human species is not only practic-
able, it has been going on for ages and
is being intensified. There is no race
that is completely homogeneous. This
explains why modern civilizations are
rich. Indeed, contacts between differ-
ent civilizations, as history shows,
have always been productive: the
West has borrowed from the East and
Europe has borrowed from Arab civil-
izations and from Christianity.

Racial prejudice is often the result
of ignorance, of irrational judgment
of values and of cultures. More often,
though, it is based on personal profits,
economic exploitation or is a result of
national and religious tensions. Profes-
sor Salmon believes that racial preju-
dice can be overcome through educa-
tion. He notes that children, for exam-
ple, do not feel racial repugnance until
they have been influenced by adults.
Education should start at their level to
steel them against the negative in-
fluences of adults as they grow up.
Religious and moral education should
be part and parcel of this drive, even if
passages of the Bible have been used
erroneously by racists to justify their
behaviour.

This possibility of overcoming ra-
cism through education was not en-
tirely shared by psychologist Anne-
Marie Cambier who pointed out the
perpetual duel that exists between the
“me” and the “other person” and the
vision that the former has of the latter
as a permanent threat. Madame Cam-
bier seemed to infer that racism is part
of the human condition as her empha-
sis is on the recognition by humanity
of the interest and the right of the
individual to be different. That is what
might be called tolerance, not much
comfort for those at the receiving end
of racism, for one can be tolerated and
allowed to be different without being
given equal rights. What should be re-
cognized is human diversity and its
richness, the diversity which Professor
Albert Jacquard of the Universities of
Paris VI and of Geneva spoke about
in his contribution: “The biologist
scared by racism”.

UN

The Human Race

Humanitude

An eminent biologist, Professor Jac-
quard returned inevitably to the issue
of genetics which had been referred to
by previous speakers. He affirmed that
at least 99% of the genes associated
with the human species are present in
men of all races, and no two persons
have identical genes(!). No scientific
evidence has emerged to date to prove
the contrary. There are no biological
bases for racism. Of course, psycholog-
ically, each and every one of us would
like to feel he or she belongs to an elite.
Those who declared the Rights of Man
during the French Revolution were
right. They believed in the dictates of
their conscience and common sense
and did not seek evidence outside nat-
ure. Equal rights, Professor Jacquard
said, 1S a human invention. Man is
Man, he cannot be classified. Any clas-
sification of humanity is a classification
without foundation.

Professor Jacquard warned that we
live in a planet that is gradually being
overpopulated. The heterogeneity of
humanity must be taken into account,
its richness recognized. What man is
today is the result of what has been
going on since the “big bang”. The his-
tory of the world is the history of the
accumulation of power, power to re-
produce, power to oppose nature. Man
is the conquest of man. Racism begins
when the “me” locks himself in a
world that excludes the ‘“other per-
son”—the “other person” seen as a
member of a group.

The complexity and the ambivalence
of the relationship between the “me”
and the “other person” emerged clear-
ly throughout the seminar: the “me”
needs the “other person” and, at the
same time he wants to exclude him.
Yet, he cannot survive without him.
Man needs man, in fact, there is no
man without another man.

It was perhaps for this reason that
Professor Jacquard talked of man’s sui-
cidal tendency. He who despises anoth-
er man, he said, is a man that cannot
accept himself—all the hatred ends in
suicide. Racism is, in a way, a wish for
collective suicide. Becoming aware of
what man is is the basis for fighting
racism. Professor Jacquard called this
“humanitude”, drawing inspiration
from Senghor’s “négritude”. o

Augustine OYOWE

(1) Except twins.
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Britain an(i France Sign Chéhnel Tunnel Treafy

It was in 1804 that Napoleon’s Armée d’Angleterre was massing in the French
Channel Ports. England’s Continental allies had been cowed, and only the nar-
row strip of sea, patrolled by the Royal Navy stood between England and Napo-
leon’s invincible “grognards’. The invasion menace was debated in every inn,
market and shop, and, of course in the House of Lords. For words of reassurance,
the peers turned to Earl St. Vincent, England’s most senior and victorious Admi-
ral. *'I do not say they cannot come” he said slowly. Silence fell, and apprehen-
sion grew. Then he continued, I only say they cannot come by sea.” Cheers of
relief.

Nearly two centuries later, the 21-mile strip of sea that has separated England
physically and psychologically from its Continental neighbours and partners will
no longer serve as a moat. With the news that a Channel tunnel is definitely to be
built, come reassuring signs of economic confidence and tangible proof of how
long-estranged Europeans are moving closer together.

In the historic 15th-century chapter
house of Canterbury Cathedral, Presi-
dent Mitterrand of France and Prime
Minister Thatcher of Britain looked
on while their respective Foreign Min-
isters signed a document that may well
become as historic as their surround-
ings. This ceremony took place on 12
February, only three weeks after the
20 January ‘summit’ in Lille, at which
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President Mitterrand and Prime Min-
ister Thatcher announced that a fixed
link, in the form of a twin rail tunnel,
would be built between France and
Britain. The Franco-British Treaty
signed at Canterbury will not be pub-
lished in full until it is ratified by the
Parliaments of both countries, proba-
bly in the early summer of 1987, but
its signature served to underline the

firm commitment of both countries to
the project, and to provide for the
complex international machinery to
regulate such matters as safety and the
environment, legal aspects and arbi-
tration, as well as outlining the pro-
ponderant role that private enterprise
will play in the building and running
of the tunnel.

The twin-bore tunnel will carry rail
traffic only; two railports will be built,
at Fréthun, some miles west of Calais,
and at Cheriton, close to Folkestone,
where cars and lorries will be loaded
aboard special shuttle trains which
will cover the 30 miles in about half
an hour. Public opinion was massively
in favour of a road link as well, for the
sake of convenience and, at the backs
of their minds, the fear of industrial
action by train crews. And indeed, the
agreement signed at Canterbury gives
the Channel Tunnel/France-Manche
consortium the job of drawing up
plans for a road link by the year 2000.
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Should they fail to do so, another
group may do so and break the con-
sortium’s monopoly. But a completed
road link has effectively been pushed
twenty years into the future by consid-
erations of technical and financial cau-
tion.

The decision to build a rail-only
link was dictated, at least in part, by
wholesome  caution. During the
months before the final choice, a series

, of road and rail schemes had been pre-
. sented, many of them far more costly,

though technologically state-of-the-art,
than the ECU 4 bn final choice. The
ECU 11.4 bn Eurobridge scheme, for
example, proposed a 2l-mile-long
bridge, whose seven spans would have
each been over three miles long, which
would have carried road traffic in an
anodized-aluminium shell hung on ca-
bles made from parafil, a synthetic
fibre six times stronger than steel. The
Ecu 19 bn Euroroute plan proposed
twin islands built in mid-Channel,
linked to the land by bridges and to
each other by a tunnel, to which road
traffic would have descended from
each island by a spiral ramp. What the
average motorist would have avoided
in terms of seasickness, he would quite
probably have made up in vertigo!

The final design was also chosen be-
cause it offers the best prospects for
the backers to recover the financial
outlay. The entire ECU 4 bn will be
put up by an Anglo-French consor-
tium, the Channel Tunnel/France
Manche Group whose backers read
like a roll-call of French and British
financial and construction leaders. On
the French side, backers include Cré-
dit Lyonnais, Banque Indosuez, Ban-
que Nationale de Paris and the con-
structors Bouyguez, Dumez, Spie Ba-
tignolles, Société Auxiliaire d’Entre-
prises and Société Générale d’Entre-
prises. On the British side, the Mid-
land and National Westminster Banks
are leading the constructors Balfour
Beatty, Costain, Tarmac, Taylor Woo-
drow and Wimpey. In return for find-
ing the cash, and thus relieving the
two governments of the task, the tun-
nel’s backers will have a monopoly of
the link until 2020 and there will be
no government regulation of the tar-
iffs.

If official prudence dictated both the
choice of design and the method of
financing, boldness was more in evi-

dence at the decision to go ahead with
the project in the first place. For Mrs
Thatcher, the attraction of the scheme
doubtless lay in the prospects of the
jobs the fixed link will create in the
near future and in the civil engineering
know-how that will be engendered. Al-
though the completed tunnel will
create no more than 5500 jobs (and
put some 20000 ferry-related jobs at
risk) the actual construction will in-
volve 5000 workers on either side of
the Channel and up to 25 000 more on
each side providing the construction
materials. For President Mitterrand,
the lure is additional. The creation of
a pole of attraction in France’s de-
pressed North-East region is seen as a
distinct possibility, with Lille’s for-
tunes rising as Anglo-Continental
trade increases.

Opposition to the fixed link has
come from a number of quarters, most

lager beer has supplemented the tradi-
tional, lukewarm, murky *bitter’ ale,
if not supplanted it, and the British are
at or near the top of the league for
imports of champagne. It would be
difficult, under these circumstances,
for Mrs Thatcher to echo the words of
Prime Minister W.E. Gladstone in
1870: “Happy England! Happy that
the wise dispensation of Providence
has cut her off, by that streak of silver
sea, partly from the dangers, absolute-
ly from the temptations, which attend
upon the local neighbourhood of the
Continental nations.”

It was in 1801 that Albert Mathieu,
a French engineer, proposed to Napo-
leon the construction of a Channel
Tunnel, and the idea has resurfaced on
a number of occasions since then, in
1856 thanks to Thomé de Gamond, in
1880 by Sir Edward Watkin’s Submar-
ine Continental Railway Company,

 TUNNEL ROUTE

of them situated in England. Ranging
from fears for the environment of En-
gland’s coastal counties, through eco-
nomic arguments against destroying
the economy of the Channel ports like
Dover and Folkestone, to purely atav-
istic fears of invasion (potential invad-
ers range from rabid dogs to Russian
tanks), the protests have found little
echo in France. Protesters will have a
chance to make their objections during
the period before the ratification of
the treaty, but the work is confidently
expected to start in 1987 and finish in
1993.

Traditional British distrust of for-
eigners must surely have weakened in
the face of so many cultural influences
from ‘the Continent’. Pizza houses
have sprouted in every small town,

and, most recently, with the Heath-
Pompidou Treaty of 1973. That such a
recent débacle was at the back of the
minds of Mitterrand and Thatcher can
be gauged from the fact that neither
government has involved itself in the
financial backing. An economic down-
turn will not, as it was in 1975, be
made the excuse for one or other side
backing down. Now that the Common
Market is truly established, it will be
the logic of the market that will dictate
the fate of the link. Judging by the
optimism expressed both at Lille and
at Canterbury, and the concentration
on the fixed link’s economic benefits,
it is fairly clear that by 1993, travellers
between France and England will have
the luxury of a choice. o

Tom GLASER

The Courier no. 97 — May-June 1986 57



EUROSTAT I —

EEC-ACP trade patterns:
greater expansion in 1985

In its September-October 1985 issue (n°® 93), The Courier quoted
some preliminary estimates of EEC-ACP trade patterns for the first
quarter of that year. The figures for the full year are now available.

While the size of the first quarter’s increase was not maintained, the
figures show, nevertheless, a clear increase in EEC imports from the
ACP (5.6% more than in 1984) as well as in EEC exports to the ACP
(6.6% up on 1984). This represents a genuine improvement compared
with the trend in the EEC’s trade with the Third World as a whole. This
article analyses this improvement and gives details of the EEC’s imports
from the ACP as a whole, as well as from the various regions of the ACP

group.

In 1985, the Community imported
ECU 26 800 million worth of goods
from the ACP, a rise of 5.6% on 1984.
In contrast, imports from all develop-
ing countries rose by only 2.8% and
the Community’s total imports rose by
4.6%. The ACP countries increased
their share of the EEC market to
around 6.7 %.

The Community’s exports to the
ACP reached ECU 18 000 million in
1985, a rise of 6.6% on 1984. This was
smaller than the improvement in the
EEC’s total exports, which rose by
8.4%, but exports to the ACP per-
formed much better than those to all
developing countries which actually
fell by 1.4%.

The Community’s trade deficit with
the ACP zone worsened slightly to
ECU 8 700 million in 1985. The Com-
munity had a total trade deficit of
ECU 19 000 million.

In 1985, 56% of imports from the
ACP originated in West Africa (¥),
20% came from Central Africa, 16%
from East and Southern Africa and
8% came from the Caribbean and Pa-
cific area. Imports from Central Africa
rose 14% and those from the Carib-
bean and Pacific increased by 13%.
On the other hand, imports from West
Africa rose by only 4% and those
from East and Southern Africa fell by
2%.

(*) For the purpose of this article, each ACP
country is allocated to one of four zones. West
Africa is bounded on the East by Nigeria and
Niger. Central Africa stretches from Chad in the
North to Zaire in the South and includes Rwanda
and Burundi. East and Southern Africa represents
the rest of the continent, and includes the new
ACP members Angola and Mozambique. The
fourth zone covers Caribbean and Pacific ACP
countries.
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Community exports to Central Afri-
ca rose by 13% in 1985 and those to
East and Southern Africa grew by
12 %. Exports to West Africa were 7%
higher, but those to the Caribbean and
Pacific area fell by 22 %.

Analysis of imports
by commodity

Petroleum:

e EEC imports from ACP, 1985:
ECU 12200 million (46% of im-
ports)

® Change on 1984: +6%

Crude petroleum represented 46 %
of Community imports from the ACP
in 1985. The ACP now supply 19% of
Community petroleum imports. Ni-
geria is the leading ACP oil producer
and accounted for most of West Afri-
ca’s petroleum exports to the EEC.
This zone supplied 79% of ACP ex-
ports in the product, with Central
Africa producing a further 17%. In
spite of EEC petroleum imports from
all sources falling by 7%, imports from
the ACP rose by 6%, though this was
a smaller rise than the 32% recorded
in 1984. However, exports from Cen-
tral Africa in 1985 increased substan-
tially, rising by 36%.

Coffee:

e EEC imports from ACP, 1985:
ECU 2 300 million (9 %)
® Change on 1984: +7%

The ACP supplied 41% of EEC cof-
fee imports in 1985. Coffee is the lar-
gest Community import from East and
Southern Africa, representing 21 % of
Community imports from the region

Zimbabwe Ministry of Information

and 38% of the Community’s coffee
imports from the ACP. However,
1985 was a poor year for the region,
with coffee imports into the Commun-
ity falling by 8%. Central Africa sup-
plied 30% of coffee imports from the
ACP, and West Africa 28%. Import

of coffee from the latter region rose b

38%. Overall, the growth in coffee im-
ports from the ACP matched that in
imports from all sources: 7%.

Cocoa:

e EEC imports from ACP, 1985:
ECU 1900 million (7 %)
e Change on 1984: +12%

The ACP are, of course, the domi-
nant supplier of cocoa to the Commu-
nity. Last year, 79% of imports came
from the ACP, 76% of which origi-
nated from West Africa and 19% from
Central Africa. As with coffee, the
growth in imports from the ACP more
or less matched that in total cocoa
imports. However, imports from West
Africa rose by 16% whilst those from
Central Africa fell by 2%.

Copper:

e EEC imports from ACP, 1985:
ECU 1 100 million (4 %)
® Change on 1984: +4%

The Community obtained 24% of
its copper imports from the ACP last
year. Central Africa is the leading sup-

In 1985 the ACP supplied 41%
EEC’s coffee imports

of the
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plier, with a 59% share in imports
from the ACP, with East and Southern
Africa accounting for a further 30%
and the Caribbean and Pacific sup-
plying 11%. Imports from Central
Africa rose by 18%, but those from
East and Southern Africa fell by 8%
and those from the Caribbean and Pa-
cific fell by 17%.

Petroleum products:

e EEC imports from ACP, 1985:
ECU 700 million (3 %)
e Change on 1984: +24%

The Caribbean and Pacific region
supplied 63% of the petroleum pro-
ducts imported from the ACP by the
Community in 1985. Petroleum pro-
ducts were 21% of the imports from
this region. Other ACP regions with a
significant level of exports were Cen-
tral Africa (17 % of the ACP total) and
East and Southern Africa (14 % of the
total). The increase in 1985 in Com-
munity imports from the ACP was
24%, compared with 15% from all

' countries.

Wood :

e EEC imports from ACP, 1985:
ECU 700 million (3 %)
® Change on 1984: +1%

The ACP countries supply about
one eighth of wood (in the rough, or
simply worked) imported by the Com-
munity. West Africa is the origin of
55% of the wood imported from the
ACP, and Central Africa accounts for
most of the remainder. Imports rose
by 1% from both regions, compared
with a fall of 9% in Community im-
ports from all sources.

Pearls and precious stones:

e EEC imports from ACP, 1985:
ECU 600 million (2 %)
e Change on 1984: +12%

Precious stones represent 6 % of the
Community’s imports from Central
Africa, which supplied 46% of the
ACP total in 1985. West Africa (32%
of the total) and the Caribbean and
Pacific (18 %) were also exporters. Im-
ports from Central Africa fell by 9%
last year, a sharper fall than the 6%
decline in Community imports from
all sources. However, there was a very
large increase in imports from the Car-
ibbean and Pacific region.
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Iron ore:

e EEC imports from ACP, 1985:
ECU 600 million (2 %)
® Change on 1984: +5%

West Africa supplied all the ACP
exports of iron ore. These rose by 5%
last year.

Sugar:

e EEC imports from ACP, 1985:
ECU 500 million (2 %)
e Change on 1984: —16%

The ACP countries supplied 83 % of
Community sugar imports. In 1984,
imports from the ACP rose by 27 %,
but this gain was partially reversed by
a 16% fall in 1985. Imports from East
and Southern Africa (55% of the ACP

total) fell by 12% in 1985 whilst those
from the Caribbean and Pacific (43 %
of the total) fell by 23%. These figures
compare with a 17% fall in sugar im-
ports from all sources.

Aluminium :

e EEC imports from ACP, 1985:
ECU 500 million (2 %)
e Change on 1984: +13%

West Africa supplied 62% of Com-
munity imports of aluminium from
the ACP, and the Caribbean and Pa-
cific the remainder. The Community’s
total imports of aluminium rose by
8% in 1985, 64% of which was fur-
nished by the ACP. Imports from the
above two ACP regions rose by 9%
and 21 % respectively. o
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Debt and development

The minefield of internation-
al debt still smells strongly of
sulphur and is threatening to
explode under the feet of the
debtors and the creditors.
Everything is relative, of
course. The debtors do not
look at the future in the same
way as the creditors, and the
fear that the insolvency of the
Third World will bring the in-
ternational financial system

crashing to the ground seems
unlikely to be realized, the
World Bank says.

Where does the developing

world’s  international  debt
stand in the second half of
1986? Since 1980, about 17
countries in the Third World
have had the worst debts,
amounting to almost half the
total debt of all the developing
nations combined, reaching the

figure of US$ 446 billion out of
the US$ 950 billion bill at the
end of 1985 (see table at end of
dossier). Three ACP countries
(Nigeria, with $19.3 billion,
Cote d’Ivoire, with $8 billion
and Jamaica, with $ 3.4 billion)
are among the 17 biggest deb-
tors.

But Brazil ($107.3 billion),
Mexico ($99 billion), Argenti-
na ($50.8 billon), Venezuela,

CEE - Ch. Lambiotte
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the Philippines and Chile (with
$33.6, $24,8 and $21 billion
respectively) are at the top of
the league.

The burden of debt is felt
differently in the different
countries of the Third World.
Clearly, the external debt of the
Africans or the ACPs in general
has not been the best way of
speeding up economic growth.
For many of them it has
brought enormous constraint
and their debts are mounting
because the servicing (capital
plus interest) is growing faster.
So the debt servicing of Sene-
gal, Sudan, Zaire, Liberia and
Zambia in 1985-87, for exam-
ple, is three times what is was
in 1982-84. Further figures give
a better idea of just how on-
erous the debt is for the ACP
economies. In 1984, per capita
GNP in Benin was $270 and
per capita debt §148; the fig-
ures for Cote d’Ivoire were
$620 and $490, and for Zam-
bia $470 and $429.

The total official debts of
Africa south of the Sahara were
more than §$57 billion at the
end of 1984 and the annual ser-
vicing bill $5.887 billion in
1982-84. The figure for 1985-
87 is an estimated $10.735 bil-
lion.

At the same time, there is a
constant decline in export earn-
ings from raw materials. which
form the basis of these coun-
tries’ external trade, and their
manufactures and consumer
goods are slowing down notice-
ably too. The consumer debt
has grown to the detriment of
the investment debt and the
small amount of income from
their one or two exports is not

enough for them to face their
international financial commit-
ments. So the trend of the past
15 years has led to today’s cre-
dit squeeze on the poorest
countries — which are also be-
ing asked to bring in particular-
ly austere economic reforms.

Credit has not helped the
Third World grow. On the con-
trary. The question is now how
to change from chronic debt to
the economic progress that
creates wealth, the only way of
solving the debt problem.

The first thing is that the cre-
ditors now agree that the classic
remedy, rescheduling, is no
longer enough to do away with
the developing countries’ debt
servicing problems and new fi-
nancial resources are needed to
boost growth-generating invest-
ments. Secondly, at the same
time as the reform of their eco-
nomic policies, the developing
countries need to step up their
debt management abilities,
which in some cases means
changing the external borrow-
ing rules. Just as they need ex-
ternal aid to promote the
growth of their economies, said
the World Bank in its 1986 re-
port, the developing countries
will need more technical assis-
tance if they are rapidly to in-
troduce efficient debt manage-
ment systems. The Bank
echoed the Baker Plan in sug-
gesting that the creditors com-
bine forces on a certain number
of measures in economic devel-
opment agreements that will
ensure the recipient countries
use the funds properly.

But whatever incentives the
creditors agree on, the develop-

ing countries’ debt problem
will never be solved while the
inappropriate loans and growth
strategies that have led to the
present situation last. These are
the two things that are funda-
mentally responsible for the di-
lemma of the developing
world’s debt. The developing
nations have been forced by the
IMF to pay their enormous ex-
ternal debts by cutting domes-
tic spending, doing away with
food subsidies, freezing wages
and, most important, making
their currencies cheap — which
means devaluation. And it is
the poor and medium-income
populations who paid for the
measures taken when interna-
tional debt worsened.

The Courier’s dossier this
time describes how the ACP
nations get into debt and how
it affects their economies. The
solutions are complex. Tenta-
tive answers are suggested in
the articles describing the situa-
tion in the ACP countries of
Africa, the Caribbean and the
Pacific. An interview with
UNCTAD  Secretary-General
Kenneth Dadzie and a view-
point of the Commission also
point to a number of possible
solutions at a time when, as the
IBRD figures on debt show, the
creditors’ outlook is changing
and they are looking towards
an international financial sys-
tem that takes a little more no-
tice of the real strength of the
borrower countries. The funda-
mental question—a vital one in
the final analysis—posed by
debt is that of the political in-
dependence of the states con-
cerned. o

LUCIEN PAGNI
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Third World debt

By Pascal ARNAUD®

Over the past 40 years, some of
the developing countries’ financial
requirements have been met with
injections of capital from abroad.
The types of financing used to
cover all the different needs have
changed considerably. The rapid
increase in loans contracted on the
international market which began
in the early *70s has reduced the
relative importance of traditional

forms of financing (direct invest-
ment and official aid) and, since
the beginning of the ’80s, it has
generated new problems too. Four
years of effort have not produced
an answer to them, but they have
to be solved if the developing
countries are to re-establish both
regular growth and their position
in international economic rela-
tions.

External financing

Typically, developing countries
have relatively small incomes and
large financial requirements as a re-
sult. Many reasons for injecting fi-
nancing from abroad were found in
the °50s and ’60s—the developing
world did not have enough domestic
savings or foreign exchange, its finan-
cial requirements were huge, the re-
turns on capital were greater there
than in the industrialized world, and
so on. There was a general feeling that
development meant non-stop transfers
of capital from the developed coun-
tries to bridge the gaps of underdevel-
opment. After the 1930-45 period of
crisis and war, the international capi-
tal markets disappeared. External fi-
nancing was now direct:

— Official Development Assistance
consists of loans from public bodies
and multilateral institutions with the
main aim of boosting development
and raising the standard of living in
the recipient countries. These are soft
loans. The terms are laid down in ad-
vance and the rates are fixed.

— Firms make direct investments in
the developing countries. Only one
undertaking is involved, as the subsid-
iary is an integral part of the parent
company. The recipient country has
no debt and there are profits, calcu-
lated once the results of operation are
known, to pay.

By 1950, after liquidation in 1930-

(*) The author, who works in the EEC’s Direc-
torate-General for Economic and Financial Af-
fairs, also wrote “La dette du Tiers Monde”
(Third World Debt) — Editions Découverte, Par-
is, 1986 (second edition).

45, the developing countries had very
little debt. But loans from the indus-
trialized countries increased rapidly in
1955-60, more rapidly in fact than the
developing countries’ exports that
went to service them. These exports
expanded by an average 6% in 1960-
71, but debts mounted at the rate of
14% p.a. By the end of 1971, direct
investments were an estimated $ 80-
100 billion and the debt $ 110 billion.
Asia had the biggest bills to pay (42 %
of the total), Latin America owed 38 %
and the recently independent African
countries owed only 20 %.

By the end of the ’60s, there was
considerable criticism of these forms
of financing, primarily of the quality
of the aid, of the fact that it was tied
(recipients had to buy in the donor
countries) and of the cost, the amounts
paid over in profits and debt servicing
being thought excessive. The cost of
the capital loaned or invested ate up
17% of the developing countries’ ex-
port earnings in 1960 and 22% in
1971. The low-income nations were
the worst off. They spent 19 % of their
export earnings just on servicing their
debts, whereas the figure for medium-
and high-income nations was 9 %.

There were many external payment
difficulties and debt was a very heavy
burden. It seemed difficult to achieve
the aims of development without a
substantial increase in official transf-
ers—which had to cost less. In fact,
development financing gave way to an
extraordinary expansion of balance of
payment financing from the capital
markets.

These markets reappeared in the
’60s and opened their doors to the de-
veloping countries in 1971-73. Private
credit was in the form of syndicated
bank credit and the banks—essentially
those in the industrialized world—got
themselves organized and offered me-
dium-term credit, as well as standard
commercial credit, to clients from the
developing world (i.e. to public and
private national firms, subsidiaries of
multinationals, banks and regional
and national authorities).

Bank credit in the developing coun-
tries rose by an average 28% p.a. be-
tween 1973 and 1981. This was not
excessive, as export earnings in the
new debtor countries were increasing
steadily as new export industries de-
veloped and raw material prices im-
proved. Between 1977 and 1980, their
outstanding bank debt dropped from
82% to 75% of export earnings and |
the figures were down from 163% to |
159% in the case of Latin America. It
was in the *70s that the bank debt
grew, with expansionist monetary pol-
icies, the switch to floating currencies,
changes in the international monetary
system, the rise and fall of commodity
(including oil) prices and expanding
trade surpluses and deficits. All this
encouraged and reflected the develop-
ment of international capital mar-
kets—which fed them in turn. They
rose from $ 2.8 billion in 1962 to § 76
billion in 1970, $ 250 billion in 1974
and around $ 1000 billion in 1981.
The developing countries’ share of the
banks’ international assets was 30% at
this stage.

The banks gave credit to countries
whose export earnings seemed most
likely to cover the servicing of the
debt. In the non-oil exporting group, it
was the Latin American countries
which got the lion’s share, with 46 % at
the end of 1982, while the Africans
only got 10%. The OPEC nations,
which had oil as their guarantee, ob-
tained nearly 22%. Bank financing
was concentrated on only a handful of
countries whose solvency was in no
doubt. The three biggest debtors (Bra-
zil, Mexico and Argentina) got nearly
40% between them and the 12 biggest
60%. These credits mounted so far
after 1973 that the developing coun-
tries, primarily one or two medium-
and high-income countries, in fact,
were receiving external financing that
was out of all proportion to anything
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they might have imagined in 1970, at
the start of the second development
decade. By the end of 1981, the total
bank debt was more than 40% of the
total debts of the developing countries,
although it had not existed at all 10
years earlier. The servicing was more
expensive than on loans from official
organizations, as interest depended on
the cost of refinancing to the banks
and therefore on the market rates.

The expansion of Eurocredits chan-
nelled into the Third World up until
1981 was an opportunity for the reo-
pening of the international capital
markets, which had disappeared after
the catastrophes of 1930-45, to solvent
borrowers, the countries of Latin
America, the Middle East and some
countries of Asia and Africa. Inves-
tors, including the banks, were anxious
to diversify their business and the
multinationals were anxious to diver-
sify both their business and their loca-
tion and they took an active part in
this readjustment—which led to inter-
national economic relations becoming
far more complex.

The readjustment of the interna-
tional capital markets was not without
its ups and downs. As they were una-
ble to get to what was deemed to be a
satisfactory level of debt gradually,
both debtors and creditors went too
far. The 1979-83 period was not a
good one. There was the oil shock,
interest rates and the dollar soared,
recession hit the industrialized world
and commodity prices went down.

External debt

External financing is extremely use-
ful when it comes to growth in the
developing world, but it is difficult to
manage and there has to be considera-
ble continuity in the economic policy
of the country concerned. Some devel-
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oping countries have had problems
with their external payments over the
past 30 years. In 1956, the Club of
Paris was formed to solve the prob-
lems of Argentina, which was unable
to meet its repayment commitments
to its official creditors. The Club,
which has no legal status or formal
rules, consists of the main official cre-
ditors of the countries which for var-
ious reasons, apply for renegotiation
of their debt. The multilateral nature
of the operation means that no single
creditor has the advantage and this
makes for the sort of collaboration
through which a viable solution for
the debtor country can be arrived at.
Problems have usually arisen because
of faulty domestic management or un-
suitable economic policies (relating to
the exchange rate, interest rates, the
budget and so on). The adjustment
programme destined to restore the
country’s ability to meet its commit-
ments is devised with the help of the
IMF, which provides technical and fi-
nancial assistance to countries with
temporary balance of payments diffi-
culties.

The problems with the official cre-
ditors are long-standing. The Club of
Paris has dealt with them efficiently,
in spite of the fact that the transfers to
development may still look inade-
quate. The settling of this kind of ex-
ternal financing poses no problem to
the international payments system.
The supply of capital and credit is re-
stricted by the creditor countries inde-
pendently of demand in the recipient
countries. Moreover, in cases of non-
repayment, there will be an extra
burden on the public budgets and this
could lead to higher taxation or public
lending and a slight rise in interest
rates. Between 1956 and 1970, the
Club of Paris renegotiated $ 6.5 billion
of a total debt of around $ 100 billion.
The number of renegotiations in-
creased over the 1971-81 decade to 40,
but the amounts in question were still
small—about $ 20 billion of a total of-
ficial debt of $ 450 billion at the end
of 1981. Payment problems were
clearly increasingly caused by the in-
stability of the international markets
following the break with the monetary
system set up after World War II. But
the capital and commercial markets
were not the only ones to be hit. The
commodity markets were also af-
fected. The mounting balance of pay-

ments problems in the developing
world was due to the failure of the
debtor countries’ economic leaders to
react and adapt to the unstable mar-
kets.

Banks always run greater risks than
official creditors. Between 1971 and
1981, they lent more than their capital
to the developing countries and it
would be very serious if they lost this,
since they could well lose their credi-
bility with their depositors thus put-
ting the under threat the international
system of finances. The banks realised
the full extent of the risks in the devel-
oping countries after the Mexican mo-
ratorium in August 1982.

The risk attached to interest rates is
that the borrower has to support their
instability through the technique of
variable rates, but if they go too high,
he will find it difficult to keep up the
repayments. The risk is then the
banks’, who thought they were safe.
The risk attached to transfers is that,
even if loans to Third World custom-
ers are spread over a number of activ-
ities in both public and private sectors
and in public works and exports, they
can only pay up if the relevant ex-
change is available in their central
banks or on the exchange markets. A
healthy firm in an economy with no
foreign exchange cannot honour its
debts abroad. There is always a ques-
tion of whether a country can pay or
not. It is all a matter of assessment. It
cannot go bankrupt like a firm could,
it is thought, hence the confidence
shown in Third World clients who
have obtained all sorts of guarantees
from their parent state.

A country in difficulties also needs
fresh credit to renew its capital. It can-
not repay because even interest pay-
ments are a problem, but any bank
will be tempted to go it alone and put
its own interests before those of the
creditors in general. This is where the
risk of over-reacting comes in. If some
banks stop renewing their loans, the
country will ask the others for more
credit and they will take fright and
stop lending too. As they are worried
about other countries finding them-
selves in the same situation, the banks
reduce their lending to a whole region
and this leads to further payment
crises. In 1983, the capital markets
closed to the whole of Latin America,
to all the African countries bar Libya,
South Africa and Algeria and to one or
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two countries in Asia, including the
Philippines.

The payment crises in the countries
with bank loans (medium- and high-
income members of the developing
world) made it impossible to honour
commitments to the official creditors
and they asked for their debts to be
renegotiated at the Club of Paris. But
their problems are different from
those of the low-income countries,
whose export earnings are small and
unstable.

e African countries in general are
faced with problems of economic and
political organization, in many cases
linked to bad development policies.
Reorganization means a sustained ef-
fort in the medium term and (conces-
sional) international financial assis-
tance is essential for this. Their debt
problems are aggravating an already
difficult situation for which they are
not primarily responsible. A case-by-
case approach to their problems by the
official creditors and multilateral de-
velopment organizations should make
it possible to bring in reforms and
apply the sort of policies that will get
their development back on the rails.

e Countries with bank loans (the
Latin American nations, the Philip-
pines and one or two African coun-
tries, Nigeria, Cote d’Ivoire and Mor-
occo) have special debt problems due
to the instability of conditions (inter-
est rates, refinancing, risk of expro-
priation etc) on the international capi-
tal markets. The approach since 1982
has been to bring about a drastic re-
duction in their external financing re-
quirements by, as a first step, cutting
imports (from 20% to 50% as the case
may be). In return for full repayment
of the interest, the debtor countries
have got their debts refinanced and
obtained one or two new loans as
well.

Their external debt problems have
not been solved since 1982, but the
situation is less explosive now. After
their exports took off again in 1984,
they felt the effects of waning growth
in the USA at a time when commodi-
ty prices were also depressed. Their
imports are very small. Without ade-
quate export earnings, how can they
pay back the perennially high interest
on their debts? That is the question
they have been asking since 1985. The
African countries have mounting ar-

rears, including debts to the IMF, and
they are counting on official assistance
to save the day. Latin America can no
longer cope with a further deteriora-
tion in its foreign payments and there
is a general feeling of lassitude
amongst the population after three
years of effort. In August 1985, the
new President of Peru kept the prom-
ise he had made during the election
campaign and decided to cut debt ser-
vicing to 10% of export earnings for a
year.

In October of last year, James Baker
III, the American Secretary of the
Treasury, suggested a new plan to the
annual meeting of the IBRD and the
IMF. He proposed that all parties con-
cerned should double their efforts, the
debtor countries to achieve greater ef-
ficiency, the banks to give more loans
and the development banks (the IBRD
and the regional banks) to provide
more supervision and financing. The
main idea was that there can be no
answer to the Third World’s problems
if there is no growth and that growth
should be, preferably, in its export
earnings. Baker even gave figures—15
of the big debtors, $20 billion-worth
of new bank loans over three years
and $20 billion-worth more loans
from the development banks. The
American plan was soon judged to be
a partial answer. Why these countries
and these figures? The banks called on
the governments in the industrialized
world to make their contribution and
the governments then stressed the fact
that the IMF should not be left on the
sidelines. The debtor countries not
listed were suprised at being left out.
Those that were, called for fair sharing
of the debt with the creditors. And
lastly, the IMF and the World Bank
agreed, stressing the co-responsibility
of everyone concerned in the debt cri-
sis and the quest for a solution. The
Baker plan was announced eight
months ago, but is taking time to be
put into practice.

Development financing

Bank financing in the developing
countries has shown its limits. It is a
complement to other financial input
and it should be used to cushion
changes in the international economic
situation, not make them worse. The
monetary and financial disorder of the
past 15 years has made people forget

that a net transfer has to be organized
to the poor countriecs. When official
transfers are deducted, the present de-
ficit in the debtor countries amounted
to $ 22 billion and $ 27 billion in 1984
and 1985 respectively. With world in-
flation at 3 %, net capital injections (or
a current deficit) of more than $ 25-30
billion (88 x 3%) would be needed to
prevent the outstanding debt from
dropping in real terms. And lastly, as
the whole world has a $ 100 billion
deficit in non-registered earnings (pri-
vate Third World assets in the indus-
trialized countries, for example) the
latter are not running a deficit, but a
surplus: they are financing the devel-
oped countries.

The most obvious lesson to learn
from the trends in international fi-
nancing over three decades is the per-
verse link between development and
external debt. The many development
theories of the *50s and *60s obviously
have very little to say about the ex-
traordinary developments of the past
few years.

Monetary and financial theory has
not reflected these developments
much either. International lending,
typically, involves the risk of the bor-
rower reneging, a sovereign risk (indi-
vidual behaviour and economic policy
decisions in the country of origin of
the borrower) and the risk of over-
reaction on the financial markets
(linked to the conflict between collec-
tive interests and the interests of the
banks and individuals involved). The-
oretical models tend to give very little
consideration to this sort of thing.
This is probably one of the reasons
why it is difficult to design flexible
solutions that reconcile views that are
deemed to be opposing where they
should be complementary. The theory
behind the economic policy (and the
solution to the debt problem) does not
yet reflect the new situation of the past
15 years.

In April 1986, the final sessions of
the Interim Development Committee
recalled the need to reinforce, along
the lines defined by this initiative, the
strategy followed in matters regarding
indebtedness. Progress has also been
made in greater cooperation between
the World Bank and the IMF, which
has set up a structural adjustment fa-
cility for the benefit of low-income
countries. o P.A.
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Africa’s debt burden
and its consequences

By Chandra S. HARDY ®

Over the past year, most of the at-
tention on sub-Saharan Africa has fo-
cused on the widespread drought and
resulting famine. But African coun-
tries face another crisis, one that has
the potential for even more devastat-
ing consequences to Africa’s long-term
development: an unmanageable debt
burden. The combined external debt
of the African nations exceeds $125
billion. By comparison with the debt
of wealthier developing countries, this
is not much—Brazil alone faces a debt
of $100 billion. But for the very poor
African economies, the debt weighs
heavily, The debt burden increases
Africa’s dependence on the outside
world, slows the prospects of econom-
ic recovery and growth, jeopardizes
the stability of African governments,
and increases the poverty of Africa
and her peoples.

Though it is relatively small in size,
Africa’s debt warrants the concern of
the rest of the world because of the
debilitating effect it has on overall
African development. The size of Afri-
ca’s debt is increasing, yet the ability
of African countries to repay that debt
is decreasing. Debt prevents Africa
from financing much-needed econom-
ic recovery programmes as scarce for-

(*) For the Overseas Development Council.

eign export earnings and aid inflows
must be used to service debt. Similar-
ly, the need to meet debt service pay-
ments diverts resources from such
basic public expenditures as food,
health and education programmes,
and investments in infrastructure.

Many African countries are forced
to forsake the well-being of their peo-
ples at present and forfeit their pros-
pects for recovery and growth in the
future. Yet the existing mechanisms
for dealing with the debt—repeated
debt reschedulings and * austerity pro-
grammes”—have proved inadequate
and may actually have exacerbated the
problem,

Dimensions of the
debt problem

Africa’s debt receives less attention
than that of the “ major debtors”, for
it is not perceived as threatening the
viability of the international financial
system. Africa accounts for just 10%
of total developing-country debt and
less than 5% of the debt owed to
banks. Yet these statistics are decep-
tive. The debt indicators for Africa are
similar to those of the largest borrow-
ers: debt service payments due total
50% to 60% of export earnings. In
the case of low-income countries (indi-
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cated on Table 1), the total debt is
more than half the value of output and
six times the value of exports.

Moreover, the dimensions of Afri-
ca’s debt problem are expanding ra-
pidly. From 1973 to 1983, Africa’s
debt registered a sixfold increase. For
low-income Africa, the growth of
long-term indebtedness was more
modest, but even so there was more
than a fourfold increase—from § 5 bil-
lion in 1973 to $ 22 billion in 1983.

The structure of African countries’
debt has changed markedly over the
last decade as well. The share of offi-
cial and concessional capital received
has declined, and the share of private
and commercial debt has increased.
The changes in debt structure are re-
flected in the hardening of the average
terms: over the decade, maturities and
grace periods have become shorter
and interest rates have become higher.
As a result, the grant element (degree
of concessionality) on new loans fell
from 32% in 1973 to 16% in 1982.
The change in the terms of the debt
has also led to a rapid increase in debt
service obligations paid, from $ 1.2
billion in 1973 to nearly $ 6 billion in
1983 (see Table 4).

The growth of indebtedness in Afri-
can countries over the past decade has
been high, and it has not been
matched by an increased ability to
pay. An important indication of Afri-
ca’s rising debt burden is the sharp
jump in the debt service ratio, from
9.5% in 1975 to 20.5% in 1981. The
burden is even greater for low-income
Africa, where the ratio increased from
9.2% to 22% over the same period.
However, these data are not a true re-
flection of the debt burden because
they refer only to the debt service paid
on public medium- and long-term
debt. When payments on short-term
debt, arrears, and payments to the
IMF are taken into account, the debt
service ratio exceeds 50% for the sub-
Saharan region, and for many coun-
tries it exceeds 100 %.

Another indicator of Africa’s finan-
cial vulnerability is the drastic decline
in the level of foreign-exchange re-
serves. In 1984, the value of Africa’s
gross foreign-exchange reserves was
less than one month (27 days) of a
much-reduced level of imports, which
meant there was no cushion for furth-
er shocks. (By contrast, the correspon-
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ding figure was 113 days for Latin
America and 97 for Asia.) Still another
indicator is the decline in net capital
inflows due to the rise in amortization
payments and to a decline in new aid
commitments. Between 1980 and
1983, new aid commitments to low-
income Africa fell by 45%. Commit-
ments from private sources fell from
$1.5 billion to just § 137 million. The

recent decline in commitments indi-
cates that the level of future inflows is
likely to remain depressed, while debt
service payments are expected to re-
main high. Thus, while the debt of
African countries grew by § 21 billion
between 1979 and 1983, net inflows
increased by only § 1 billion, and net
transfers declined in nominal terms.
The figures indicate Africa’s desperate

Table 1
Debt of sub-Saharan Africa, 1983
Public gnd publicly-guaranteed Debt service
medium- and long-term S e
ratio (*)
debt only (percentages)
(U.S. $ millions) p 8
Benin (*) 614.8 — (**)
Botswana 230.2 2.9
Burkina Faso (*) 398.4 -
Burundi (*) 284.0 -
Cameroon 1 882.9 13.9
Cape Verde (*) 67.2 —
Central African Republic (*) 215.0 1.3
Chad (*) 128.9 0.6
Comoros (*) 89.7 -
Congo 1 486.8 20.5
Djibouti 39.2 -
Equatorial Guinea 102.9 -
Ethiopia (*) 12226 11.5
Gabon 728.9 9.4
Gambia (*) 163.8 3.1
Ghana (*) 1095.1 14.2
Guinea (¥) 1215.5 -
Guinea-Bissau (*) 138.2 -
Cote d’Ivoire 4769.1 30.6
Kenya 2 383.7 20.6
Lesotho 145.2 2.5
Liberia 699.1 6.6
Madagascar (*) 1489.8 -
Malawi (*) 718.6 -
Mali (%) 880.8 6.1
Mauritania 11711 10.0
Mauritius 3325 16.4
Niger (*) 629.2 -
Nigeria 11757.2 18.6
Rwanda (*) 219.7 2.6
Senegal 1496.2 —
Seychelles 41.7 3.9
Sierra Leone (*) 359.4 -
Somalia (*) 1149.1 13.1
Sudan (*) 5664.5 17.8
Swaziland 182.7 204
Tanzania (*) 1819.6 -
Togo (*) 805.3 16.8
Uganda (*) 623.2 -
Zaire (*) 4022.0 —
Zambia 2638.0 12.6
Zimbabwe 1497.2 31.6
(*) Denotes “low-income” countries—those with a 1983 per capita GNP .of less than
$ 400.
(**) Not available.
(*) Repayments of principal and interest as a percentage of exports of goods and ser-
vices.
Source: Worid Debt Tables, 1984-85 (Washington, D.C., World Bank, 1985).

financial plight, with foreign-exchange
earnings and aid commitments vastly
insufficient to meet debt service pay-
ments, to pay for essential imports, or
to finance economic recovery pro-
grammes.

Economic situation and outlook

In the last decade, most African
countries have suffered from falling
output growth rates, rising inflation
rates, and widening current-account
deficits. From 1974 to 1984, per capita
GDP declined nearly 1% per year. In-
flation jumped from an annual rate of
10% to over 20%. And the combined
current-account deficit increased from
§ 4 billion to § 14 billion.

The deterioration was largely due to
a series of external shocks. In addition
to wars (domestic and foreign) and
two prolonged periods of drought,
Africa over the past decade has experi-
enced a fivefold increase in the price
of grain, a sevenfold increase in the
price of oil, as well as recession and
inflation in the industrial countries,
which resulted in high and volatile in-
terest and exchange rates and a col-
lapse in commodity prices.

Domestic policies have also played
a major role in the decline of Africa’s
economies, many of which were char-
acterized by weak institutional struc-
tures, overblown bureaucracies, and
governments committed to over-am-
bitious expenditure programmes that
they could no longer fund. Unable and
often unwilling to cut expenditures as
fast as revenues were falling, govern-
ments resorted to deficit financing that
fueled inflation. In addition, catas-
trophic drought exposed the principal
policy failure of African governments:
neglect of the agricultural sector.

The economic woes of African
countries are further compounded by
the fact that their economies are ex-
tremely vulnerable to liquidity crises.
Because they are fairly open econom-
ies, the share of trade to GDP and the
ratio of debt to exports are high. This
means that African economies are
more susceptible to international fluc-
tuations than other, less open econom-
ies. African economies, predominantly
agricultural, are also more subject to
climatic variations. Because primary
commodities account for nearly 80%
of the region’s exports, the African
economies suffer sharper terms-of-
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Table 2
Selected economic indicators for sub-Saharan Africa, 1973-82
1973 1974 1975 1976 1977 1978 1979 1980 1981 1982

(percentages) .
Economic growth 2.39 6.27 2.75 5.85 2.82 1.84 1.52 2.69 1.84 1.90
Inflation 9.86 17.07 15.84 16.63 24.30 18.95 22.32 23.29 25.84 16.25
Terms of trade 8.30 7.63 | —12.19 7.16 1764 | —=7.25] =035} —-7.09 1 —621 | —4.74
Ratio, external debt to GDP 24.90 25.87 27.50 32.82 35.10 36.90 38.96 42.36 23.41 50.63
Debt service ratio — 8.00 9.50 9.50 1 1.40 15.00 15.50 17.20 20.50 27.40

(U.S.$ billions)
Current account —450 | —-400| -720} —650] —660} —940 | —9.90 | —-12.90 | —14.00 | ~13.20
Net official transfers 1.10 1.50 1.70 2.00 2.30 2.50 310 3.20 3.60 3.20
Net capital inflows 3.80 2.60 4.90 4.40 4.90 6.30 6.40 7.10 6.80 6.80
Overall balance of payments 0.50 030 | —-060 | -0.10 070 { —040 | —-020| —-2.40 | -3.60}{ -3.20
Total outstanding debt 1.60 14.75 18.40 23.40 30.22 37.20 45.54 57.23 61.84 67.70

Source: International Monetary Fund, Current Studies Division; World Economic Outlook, Occasional Paper No. 9.

trade swings than, say, exporters of
manufactured goods.

Finally, the poorest countries of
Africa are less able to withstand
' shocks, as they have repeatedly been
' called upon to do. Because they are
underdeveloped and have rigid pro-
duction structures, Africa’s poorest
economies cannot move quickly from

very little disagreement that Africa re-
quires higher levels of net capital in-
flows and longer periods of adjust-
ment. Yet the policy response to Afri-
ca’s debt-servicing problems has been
short-term and piecemeal, consisting
largely of annual debt reschedulings
that do not take into account the need
for additional aid.

Since 1975, 15 African countries
have rescheduled debt in multilateral
negotiations with official creditors or
commercial banks on 47 occasions.
An even greater number of countries
are accumulating arrears on payments.
But the numerous debt reschedulings
have proved ineffective in alleviating
the debt crisis of African countries.

one kind of export to another when
international prices deteriorate; nor Table 3
can they reduce imports in favour of D s s
. : . ebt indicators (percentages
domestic substitutes. Unlike those of @ ges)
the major borrowers, African econom- Principal rati Major sub-Saharan Low-income
ies are less able to smooth adjustment rincipal ratios borrowers Africa Africa
to shocks by borrowing. They lack ac-
cess to balance-of-payments financing Debt/export 167 197 598
from banks; their IMF quotas are | Debt/GNP 29 32 37
small; their net reserve levels are ne- | Debt Se”‘;ﬁ;"*"p""s 2232 12;) 03;
gative; and their administrative and | [DteresvG . . :
1nst1tut101t1al capacity for crisis man- Source: World Debt Tables, World Bank, 1984.
agement is weak.
For most African countries, the eco-
nomic outlook for the coming decade Table 4
is poor. Few countries can expect to . . .
se¢ any improvement in living stan- Growth of African indebtedness (U.S.$ billions)
dards even if there is a large and sus- 1973 1979 1983
tained recovery in OECD-country
growth. And unless major remedial | pebt outstanding (%) 9.9 36.7 578
measures are taken by the internation- Disbursements 2.2 8.8 10.6
al community, the situation will be- Net inflows L3 6.2 74
come even worse. Principal repayments 0.9 1.6 31
Interest 0.3 1.3 2.6
. Debt service 1.2 2.8 5.7
Shortcomings of current Net transfers 1.0 5.0 4.8
approaches Exports 13.3 40.5 28.0
Debt rescheduling. The payments Debt service ratio
imbalances of African countries in re- (percentages) 8.8 7.0 20.3
lation to GDP are so large (9% in ™ Dublic and publil e FET——
115 ublic and publicly guaranteed medium- and long-term deot only.
.1 984) and the al?lh.ty to correct thege Source: World Debt Tables, World Bank.
imbalances so limited that there is
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Cotton, the sole export product of some heavily-indebted countries (C

v

had) or regions (n

2 e mw4$*

orthern Cameroon, in this photo) is a

“noble” fibre which makes expensive finished products. But as a primary commodity it brings in little and faces fierce

The Paris Club

Official debt renegotiations take
place within the framework of a meet-
ing of the “Paris Club”. The Paris
Club is not a legal body or organiza-
tion but an ad hoc group of Western
creditor governments that have met in
Paris under the chairmanship of the
French Treasury since 1956 to renego-
tiate the debt of countries falling be-
hind in debt service payments.

The Paris Club mechanism has not
been effective in easing Africa’s debt
difficulties. The procedures adopted
by the Paris Club place strict limits on
the definition of the debts eligible for
debt relief. Consequently, more than
half of the debt service due is not con-
sidered eligible. Furthermore, relief is
then provided on only a small part of
the remaining debt; and since the
amount of relief is usually insufficient
to ease the liquidity problem for more

competition from synthetic fibres

than a year or two, this arrangement
has led to repeated reschedulings.

The effect of repeated reschedulings
has been to increase the debt burden.
Debt relief has been provided by
stretching out maturities at marked
rates of interest. This has had the ef-
fect of raising interest charges on debts
incurred at original average interest
rates of 6% to average rates of 10%.
As a result, interest payments have ris-
en from $ 429 million in 1973 to an
estimated $ 3.3 billion in 1984, and
over the next three years, they will
account for one third of debt service
due.

Unfortunately, repeated Paris Club
reschedulings have not served as a ca-
talyst in mobilizing additional public
and private funds for Africa. The level
of net flows to African countries is
largely decided by official sources, and
at present official donors compart-
mentalize their financial dealing with

Africa, with debt relief coordinated
through the Paris Club and the level of
new commitments usually coordinated
at a meeting of aid donors. As a result,
after 21 reschedulings since 1979, the
level of net inflows of official develop-
ment assistance (ODA)—$ 12 bil-
lion—had declined to $ 6 billion in
1983, and net inflows from private
sources have turned negative—that is,
loan repayments now exceed new
loans.

Finally, Paris Club reschedulings
also have not succeeded in normaliz-
ing short-term financial arrangements.
The official export credit agencies that
provide guarantees on private credits
to developing countries do not pro-
vide credit insurance for countries ac-
cumulating arrears or those requesting
debt reschedulings. Until about 1979,
once a country had agreed to an IMF
programme and rescheduled part of its
long-term debt, its creditworthiness
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for some amount of insured credits
was restored. This is no longer the
case. Accepting the discipline of an
IMF programme and restructuring
debt at market rates only provides
temporary relief and does not lead to a
reopening of trade lines of credit.

Thus for the poorest countries with
intractable debt difficulties, the exist-
ing Paris Club mechanism for debt
rescheduling is not an effective solu-
tion. The method and terms of Paris
Club renegotiations do not take into
account Africa’s long-term require-
ment for net resource inflows to halt
the economic decline and stimulate a
recovery in production. Many coun-
tries have been unwilling or unable to
reach agreement with the IMF—a pre-
condition of Paris Club rescheduling.
Consequently, far from abating, the
crisis has deepened. Debt service pay-
ments are consuming an increasing
share of Africa’s declining export earn-
ings and net capital flows, despite the
fact that almost the only debts cur-
rently being serviced are those to the
World Bank and the IMF.

The International
Monetary Fund

Over the past decade, the IMF has
played a major role in helping African
countries to finance their growing pay-
ments imbalances. In 1975, purchases
from the IMF’s Oil Facility furnished
53% of the total IMF gross flows to
Africa and helped to cushion the
strain of the first oil shock. In addi-
tion, the IMF used part of the profits
from the sale of its gold holdings to
establish the Trust Fund and an inter-
est subsidy account to provide low-
cost loans to its poorest members.
After 1979, when commercial bank
lending to Africa virtually dried up,
the IMF became the only source of
balance-of-payments (non-project) fi-
nancing. Since the early 1980s, the
IMF has made loans totalling more
than $ 5 billion to African countries.

But as the IMF has become one of
Africa’s major creditors, it has also
become a part of Africa’s debt prob-
lem. A large part of Africa’s debt to
the IMF is now falling due, and heavy
bunching is likely in the next few
years. According to the World Bank,
sub-Saharan Africa will have to repay
the IMF about $ 1 billion a year be-
tween 1985 and 1987. This will not be

easy; in 1985, African countries will
pay back more to the IMF than they
will receive in new money, whereas
these countries recorded net inflows of
about $ 800 million a year between
1980 and 1982.

Still, the IMF exercises a significant
leadership function over the African
nations. A consensus has emerged by
which all financial arrangements now
hinge upon the debtor country reach-
ing prior agreement with the IMF. Bi-
lateral and multilateral donors, as well
as official credit agencies, have made
their commitment levels contingent
upon acceptance by the borrower of an
IMF adjustment programme. Requests
for debt rescheduling at the Paris Club
require continual satisfaction of IMF
performance criteria. In short, the
IMF imprimatur is required for all im-
portant financial transactions of the
African debtor nations.

Prescriptions unsuitable
for Africa

Critics of the IMF argue that its
prescriptions and funding are not suit-
able for Africa. For example, IMF-
required “austerity programmes” im-
pose a disproportionate share of the
burden of adjustment on the poorest

groups, thus intensifying social unrest
and political discontent and inhibiting
economic recovery and growth. Re-
duced spending on education and
health detracts from the building of
human capital, while decreased spend-
ing on infrastructure limits a country’s
long-term growth potential. Wage con-
trols, credit restrictions, elimination of
price controls, and increased taxes
make it more difficult for people to
meet the cost of their most basic
needs. Currency devaluations increase
import costs, including food and im-
ports essential to development pro-
jects; increased reliance on primary
commodity exports makes economies
more vulnerable to external shocks.

In addition, Fund programmes re-
quire countries to show improvements
in their external payments position in
three to five years, but the required
structural reforms take time to imple-
ment and require additional invest-
ment. IMF funds are also expensive—
interest charges are only slightly below
market rates and the payment periods
average five years. Finally, reaching an
agreement with the IMF does not ease
the liquidity constraint. Very often net
inflows from the IMF to Africa are
zero—or even negative—during the
course of a stabilization programmes.
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While the IMF makes no allowances
for the special problems of African
countries, it also does not discriminate
against Africa. IMF policy prescrip-
tions are the same for all of its mem-
bers. Criticism of the IMF’s operation
in Africa can therefore be interpreted
as criticism of its policy of trying to
solve developing-country indebtedness
problems by using a generalized ap-
proach, when what is needed are per-
formance criteria tailored to the needs
of specific countries.

What can be done?

The piecemeal and short-term solu-
tions that have been applied to Afri-
ca’s debt problem so far have been
ineffective and may even have wor-
sened the situation. What is needed is
a new approach that will consider both
the financial and non-financial prob-
lems of the developing countries in
Africa and that will address short-term
problems in the longer-term context.
Some options include the following:

Debt cancellation

The most effective solution to Afri-
ca’s debt problem would be outright
cancellation. High debt-service pay-
ments are in part due to the amortiza-
tion of old debts. France, West Ger-
many, and Britain have all forgiven
debts to the poorest countries. While
not all creditors are willing or able to
cancel debt, even for the poorest coun-
tries, they do have the option of mak-
ing the debts payable in local currency
or of refinancing existing debt on high-
ly concessional terms.

Repeated debt rescheduling has ad-
ded to the debt burden of African
countries, constrained access to trade
financing, and failed to bring about an
increase in import levels. Industrial-
country leaders at the London Summit
in May 1984 endorsed multi-year res-
chedulings that have been established
for the major borrowers. According to
the terms of these agreements, part of
the debt owed to private sources has
been rescheduled for 12 to 14 years at
existing interest rates but with reduced
spreads and fees. This type of resche-
duling could be applied to Africa. The
option should also be given to the
poorest countries to automatically ad-
just repayment schedules to counter
terms-of-trade deterioration.

Mother and child (Botswana). “ For the
very poor African economies, the debt
burden weighs heavily”

Increased and improved aid

If the financial crisis abated tomor-
row, Africa would not even be able to
return to 1970 production levels be-
cause its productive capacity and the
accompanying infrastructure have fall-
en apart during the intervening years.
Increased imports and investment to-
talling billions of dollars are needed
simply to rehabilitate existing produc-
tive capacity.

For the foreseeable future, most
African countries will not become cre-
ditworthy for commercial bank lend-
ing and will have to rely on official
concessional aid. The poorest coun-
tries could receive an additional $ 6
billion in annual ODA flows if bilater-
al donors complied with the multila-
terally agreed target to raise their share
of ODA from the current level of
0.08% to 0.15% of GNP. Increased
assistance to the poorest countries

could also be achieved by a reduction
in the share of ODA granted the up-
per-income developing countries.

In addition to an increase in the
amount of aid to African countries
there must be an improvement in the
quality of aid. Domestic policy re-
forms must continually be encouraged.
and donors also need to take certain
measures to improve aid effective-
ness.

First, aid flows should be brought
into line with the current financing
priorities of the recipient countries by
raising investment and recurrent ex-
penditures on agriculture, rehabilitat-
Ing existing projects, and restructuring
the debt according to each country’s
debt-servicing capacity.

Second, the number of development
projects should be reduced. The World
Bank’s 1985 World Development Re-
port states that in sub-Saharan Africa
the proliferation of projects may ac-
tually have undermined the develop-
ment efforts of individual countries.

Third, tied aid should be reduced.
About one half of bilateral ODA is
tied to purchases in the donor country.
This practice can add up to 20% to a
project’s cost in addition to creating
projects that are not suited to local
conditions.

Fourth, financing of local-currency
and recurrent expenditures should be
increased.

More effective debt
management

Good debt management is part of
good economic management, and
while better systems for controlling
debt do not prevent crises from occur-
ring, they do minimize the real eco-
nomic burden of financial disruptions.
In order to improve debt manage-
ment, developing countries should 1)
utilize available computer facilities to
improve the recording and processing
of data on all foreign exchange receipts
and payments; 2) establish systems for
directing this information to the coun-
try’s decision-makers, especially at the
Central Bank and the Ministry of Fi-
nance; 3) forego borrowing for invest-
ment if the returns or requirements
are questionable; and 4) strictly limit
borrowing that is not long-term and
concessional.
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Increased allocation of
Special Drawing Rights

In addition to increased resource
transfers, Africa needs a stable source
of reserve creation and access to short-
term financing. For the poorest coun-
tries, the only source of balance-of-
payments financing is the IMF. How-
ever, the size of IMF quotas is unre-
lated to global liquidity needs, and
Africa’s share of IMF quotas is very
low. A special issue of Special Draw-
ing Rights (SDRs)() is needed pend-
ing increased quotas for African coun-
tries and enlarged access to Fund re-
sources. An agreement could also be
reached by which the industrial and
oil-exporting countries would forego

(1) SDRs are international liquidity and re-
serves created and managed by the IMF, valued
on the basis of a basket of currencies, and de-
signed to replace gold and the U.S. dollar as the
principal international reserve assets.

“An agreement could also be
reached by which the industrial
and oil-exporting  countries
would forego their allocation of
SDRs in favour of the poorest
countries”

their allocation of SDRs in favour of
the poorest countries. Trade arrears
could be taken up by the IMF and
refinanced along with the debt owed
to the IMF. Alternatively, the special
SDR issue could be used to consoli-
date short-term arrears and replenish
reserve levels. The problem of insuffi-
cient liquidity in Africa could also be
eased by increased access to an en-
larged Compensatory Financing Facil-
ity.

Specific action needs to be taken
with regard to the debt owed to the
IMF, the World Bank, and the region-

al development banks. These institu-
tions account for almost half of the
projected debt service, yet they are not
allowed by current rules or conven-
tions to reschedule debts.

Trends in 1984 suggest that the
IMF may be reducing its net exposure
in Africa. If so, net transfers from the
Fund will soon be large and negative,
which suggests that another source of
balance-of-payments financing will be
needed if IMF debts are to be repaid
on time. If IMF lending were to in-
crease, it should be on concessional
terms. This could be accomplished by
a newly created and specially funded
Trust Fund which would take over
and refinance existing IMF debts on
soft terms. By targeting this conces-
sional window to the poorest develop-
ing countries, sub-Saharan Africa
couldbe the primary beneficiary. o

C.S.H.

Priority must be given to food production (photo, Botswana).
The current proportion of food imports in the debt of Afvican countries is too high
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Caribbean indebtedness

The prominent economist, Dr
Courtney Blackman, in his article
“The Balance of payments crisis in
the Caribbean : which way out?”, pub-
lished in 1979, said: “ A country’s de-
cline in a balance of payments crisis
may be compared to a man on a slip-
pery slope; once his slide begins, it is
extremely difficult for him to reverse
the process™.

Unlike a corporate entity, a sover-
eign state, when faced with over-
whelming debts, cannot declare bank-
ruptcy, send home the workers and
opt out. People, who may be called
innocent bystanders, are involved and
their expectations are fuelled by mod-
ern technological communications.
These innocent bystanders, under the
democratic system, are able to make
changes to the leadership team of the
country once every five years or so,
often after the damage has been done
and the bank account pillaged by poli-
tically-motivated decisions, reckless-
ness and over-indulgence.

Responsibilities

The CARICOM countries, like
many other Third World countries,
have had their share of economic ca-
tastrophes. Part of the blame lies with
the economic disorder of world trade,
part lies with bad political administra-
tion. Jamaica and Guyana have been
plunged into what appears to be an
irrecoverable abyss of debt. Barbados
has registered significant increases in
foreign debt, with export earnings de-
teriorating. Trinidad and Tobago, at
the end of 1985, devalued in an effort
to stem the crumbling of its reserves.
Further weakening of oil prices is ex-
pected to offset the anticipated gains
from devaluation. The OECS coun-
tries continue to prosper from the ina-
bility of any one country to lead them
into rash decisions. The ECCB has,
therefore, been able to double its for-
eign reserves from EC$ 207 m in De-
cember 1982 to EC$408 m in June
1985. Belize has been able to maintain
positive foreign balances during the
last five critical years. These are the

(*) Fellow of the Institute of Bankers, Barbados.

By Harold RUSSEL ()

main protagonists of CARICOM, and
the general picture is not at all encou-
raging.

In 1976, the international reserves
of Jamaica stood at negative
USS$ 171 m. By 1980, this had deterio-
rated to US$ 537 m and by 1985 to
USS$ 1.044 m. The net external debt as
at September 1985 was USS$ 1.8 bil-
lion. Expressed in Jamaican dollars,
with the exchange rate at 5.5:1 (Nov-
ember 1985), the internal national
debt plummeted to 6.5 billion by Sep-
tember 1985. What is even more sig-
nificant is that export trade earnings
registered deficits against imports by
approximately US$ 500 m for each
year 1981-1985. During these years,
annual export earnings actually fell by
over US$ 200 m. Even the relatively
low import figure of 1984, US$ 1.2
billion, was matched by the lowest ex-
port figures in seven years of
USS$ 739 m. Nineteen eighty-five will
be lower yet, with the figures to Sep-
tember 1985 being the lowest in seven
years for a similar period. Earnings
from tourism, meanwhile, have been
unable to fill the gap, and continued
borrowings, to meet necessary raw
materials for the manufacturing sector
and to service debt, erode any possi-
bility of improvement to the balance
of payments.

A look at the performance sectors
shows the source of some of the trou-
ble. Bauxite, the main foreign ex-
change earner, contributing 68.6% of
income in 1984, has had more than its
share of problems. It once contributed
handsomely, not only to earnings, but
also to capital inflows. Now, with the
downturn in the world market de-
mand; the consequent closure of the
foreign-operated companies, the latest
being Reynolds following JAMALCO
(Alumina) and Alcoa; the cessation of
shipments under the US General
Stockpile Agreement, Jamaica’s posi-
tion in 1986 is likely to be even worse.
Bauxite earnings January to October
1985 are down 37 % as compared with
1984.

(1) Editorial subtitles.

Sugar and bananas have experi-
enced both production and price de-
clines, and the manufacturing sector
has had setbacks due to the shrinking
of the CARICOM market. The irony
of the situation is that Jamaica was the
first country to institute protective
measures against CARICOM goods,
throwing workers in Trinidad and
Barbados out of jobs.

In 1977, Jamaica borrowed from the
IMF in the lower tranches but in 1978,
was in the Extended Fund Facility.
High public consumption and poor
management of the economy led to
these approaches. The change in ideo-
logy also frightened away many of the
hard-working entrepreneurs, together
with the dollars they had accumu-
lated.

30 % of the population
below subsistence level

Since being in power, Prime Minis-
ter Seaga has enjoyed the goodwill of
the USA. Net capital inflows in fiscal
year 1984/85 were JA$-586 m. There
has also been good patronage for tou-
rism, which has stayed buoyant de-
spite social unrest. Earnings for the ten
months to October 1985 were
USS$ 388 m. The latest programme of
structural adjustment, although neces-
sarily long-termed, seems puny in ef-
fort, considering the enormity of the
debt to be wiped off. The programme
is into its third year, and the intention
is to make incremental changes in the
economy’s structure so that realloca-
tion of resources will develop signifi-
cant performance in key areas affect-
ing export earnings and import substi-
tution. In the meantime, over 30% of
the population has been plunged bel-
ow subsistence level; the public sector
expansion started under Manley has
been reversed, with free University
education being the latest casualty.
The harder the effort to meet IMF de-
mands, the lower the effective stan-
dard, as demonstrated by the re-intro-
duction of fee payment without sym-
pathy for the economic strictures and
realities of the moment. Public sector
spending has been cut to the bare
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bones, privatization of Government-
run and -owned industries has taken
place, yet the country struggles to meet
the stipulations of the lender of last
resort that will lead to the crumbs of
life support. Internally, the money po-
sition is even worse as bank liquidity
ratios climb to 47% and mortgage
rates sometimes exceed 25 %.

It may be said that Jamaica’s down-
hill journey started in the mid-1970s,
and that once its foreign reserves fell
into deficit, it has not been able to
find an economic formula to reverse
the trend. Saddled with ever-increas-
ing debt servicing, it has not been able
to either increase exports or reduce
imports significantly.

Guyana, posturing a socialist politi-
cal ideology, has fared no better. Its
last happy year was 1975, when both
sugar and bauxite fetched good prices.
Immediately, heavy capital works
were undertaken, leaving nothing to
buttress the poor market prices that
unfortunately prevailed in the follow-
ing year. The downward trend fol-
lowed that of Jamaica with remarka-
ble similarity.

In 1975, the external debt stood at
US$292 m. This rose to US$ 545 m
in 1980 and by June 1985 was at
US$ 713 m. Meanwhile, the internal
national debt moved from
GUY$400m in 1975 to GUY $5.7
billion in June 1985. Except for the
year 1978, the balance of visible trade
remained in the red during those
years, reaching GUY $ 234 m in 1981.
The bank balance of the Central Bank
makes sorry reading—January 1984,
GUY $ 15.3 m in credit (approximate-
ly US$4m to feed a country of
800 000). Private transfers from rela-
tives who have gone abroad contribute
“significantly” to the foreign income
of Guyana. Direct investment is negli-
gible and invisible earnings of no con-
sequence.

Like Jamaica, Guyana has not been
able to improve its earnings from pri-
mary products. They took over their
bauxite industry and ran into prob-
lems. Both production and price fell.
Foreign earnings dropped from
GUY §$ 250 m in 1978 to
GUY $360m in 1984 (the parity of
the Guyana dollar against the U.S.
dollar changed twice during the per-
iod). In the case of sugar, earnings
moved from GUY § 234 m in 1978 to

Sugar cane field in Jamaica

Debtors “have not been able to either increase exports or reduce imports
significantly ”

GUY $ 271 m in 1984. 1986 threatens
a reduction by 100000 long tons in
assured sugar markets. Rice earned
GUY $96 m in 1978 and GUY $ 80 m
in 1984. Since servicing of foreign
debts imposes higher demands on
earnings as the debt increases, then the
efforts to maintain a favourable credit
rating are made at the expense of the
standard of living of the Guyanese. It
is true that poor weather and poor
market conditions have contributed to
low revenue; however, the public sec-
tor has grown rapidly, and so has con-
sumption spending in this area in line
with political gropings.

Guyana too

Thus Guyana, too, has turned to the
IMF. In 1979, it entered into a three-
year Extended Fund Facility arrange-
ment. This was designed to implement
structural adjustments. The pro-
gramme ran into difficulties and by
1980 was rearranged and aimed at
long-term structural transformation
and diversification. This failed miser-
ably, and in 1982, the IMF suspended
the programme. Since then, Guyana’s
debt position has deteriorated, with
feeble sporadic efforts to resuscitate
the economy through internal mea-
sures. Today, without the wherewithal

to reduce the (*) TT$ 500 m owed to
Trinidad, people are, once more, tak-
ing to the donkey as a mode of trans-
portation.

Formidable problems

Trinidad, unlike Jamaica and Guya-
na, saw its foreign reserves shoot up as
a result of the increase in oil prices in
1973. This has created a different set
of problems for Trinidad. Wages in
the oil sector have distorted those in
the essential agricultural sector, forc-
ing subsidies from Government, in or-
der to keep the sector afloat. Other
sectors have suffered : prices of houses,
cars and land, to name a few, have
sky-rocketed. Consumer spending of
surplus income has led to heavy de-
pendence on imported goods, and a
consequent outflow of foreign ex-
change. In 1984, the foreign reserves
decreased for the second successive
year by almost US$ 1 billion, despite
defensive measures which affected im-
ports from other CARICOM territo-
ries. In 1985, even harsher measures
had to be introduced to protect the
foreign reserves (see statistical figures,
Assets of Central Bank). In December
1985, the Trinidad dollar was deva-

(*) Trinidad and Tobago dollar.
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Cutting of bunches of bananas (Jamaica)
Both production and price have declinea

7

lued by 33 5% against the US dollar,

or put in a different way, a Trinida-
dian has to find 50% more TT dollars
in order to buy one US dollar.

Trinidad’s problems go deeper. and
are more frightening. It has spent
much of its oil earnings on such things
as petro-chemical manufacturing, on a
steel industry and on other capital-
intensive, but not labour-intensive
projects. These have had to be subsid-
ised and now are unable to find mar-
kets for their products.

Union pressures since devaluation
are building up in an effort to re-estab-
lish pre-devaluation relationships be-
tween wages and the prices index. Re-
cently, the sugar industry was plunged
into further losses on account of strike
action during the reaping of the crop.
In addition to internal problems, the
CARICOM partners appear unsympa-
thetic to the imminent economic
problems of a people whose first struc-
tural adjustment will have to be psy-
chological.

JAMAICA GUYANA BARBADOS TRINIDAD
Foreign
earnings:
Year In}ema- Trade External | bauxite, External Trade Asscts of Trade: Trade: Nf.:t Net Official
tional defici dob il dobt defibit Central . Iisait services | transfers bortowinias
reserves R o a:u[;;?a’ . i Bank Tabort ks deficit deficit &
rice
US§ US$ US$ US$ US$ US$ US$ USS$ US$ US$ US$ US$
1976 = 171 - 361 - 25 150
1977 L 205 23 400 — 28 176
1978 — 343 83 434 662 45 184
1979 — 473 188 493 638 56 273
1980 = 537 213 545 874 82 297 2728
1981 = 776 499 635 843 130 380 3281 2495 1988 103 90 15
1982 — 836 614 669 607 144 296 2991 2211 2778 95 105 93
1983 —1216 595 702 505 174 301 2016 2273 2576 459 119 95
1984 — 1012 443 715 710 183 268 1273 2106 1914 638 131 190
1985 — 1044 456 713 530 225 174 833 2133 1582 584 172 163
Feb. 85
Gross
External
Debt To To To
Sept. 85 | Sept. 85 | June 85 | Sept. 85 | Nov. 85 | Sept. 85 | Aug. 85 | Dec. 85 | Dec. 85 | Dec. 85 | Dec. 85 | Dec. 85
1.826 M

(1) Figures quoted in millions.
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Rice production in Trinidad
€€ 7 . . . . . .
‘Much of its oil earnings have been spent in petro-chemical manufacturing, but
not on labour-intensive projects”

The howls of protest which greeted
the imposition of import licences for
goods from CARICOM countries have
not died down, even though Trinidad
has taken the ultimate step. The oil-
rich country has been looked upon for
many years as the saviour of the sur-
rounding territories. It not only pro-
vided a market, but also a source of
loan funding and credit. But Trinidad
has only followed what Jamaica and
Guyana did earlier when their bal-
ances of payment started to deterio-
rate.

Regional cooperation affected

But how have these debt problems
affected the efforts towards CARI-
COM co-operation? The most signifi-
cant casualty in the resulting weaken-
ing of the early resolve to establish a
trading block is the demise of the
CARICOM Multilateral Clearing Fa-
cility (CMCF). Guyana drew down
over 80% of the US$ 200 m limit of
the Facility, and then did not pay. The

resulting shocks were felt particularly
by Barbados, which had almost 70%
of its foreign reserves tied up in the
Facility. Manufacturers in the Carib-
bean islands had started to enjoy
CARICOM trading and the sudden
demise of the system led to many
bankruptcies, much vilification and a
definite lack of trust. Most manufac-
turers were caught napping, and will
need a long period and a reserves cu-
shion with which to gear for the extra-
CARICOM markets.

Following the collapse of the
CMCF, Barbados sought help from
the IMF after attempting to borrow its
way out of trouble in 1981. Perfor-
mance of the sugar and manufacturing
sectors declined, and in 1985, Barbad-
os borrowed US$ 20 m on the Japa-
nese market and US$ 25 m on the UK
market in order to protect its foreign
reserves. Its programme for a massive
capital works expansion in the 1986
election year ignores the sobering les-
sons experienced by Guyana in
1975/76, or by Jamaica in the same

year. The weakness of our democratic
system as it now stands may be show-
ing up since, whether the Government
wins or loses, the people may very
well find their foreign reserves in dis-
array by the end of 1986, bearing in
mind that in Barbados US$ 65 m of
the US$115m of foreign reserves
held by the Central Bank are still tied
up in the defunct CMCF, and there-
fore unusable.

*“A period of respite”

[t is indeed surprising that there has
not been more acrimony between the
CARICOM territories as each tries to
minimize the effects of their economic
shortcomings. However, the major ter-
ritories failed to implement the terms
of the Nassau Agreement giving pro-
tection  against  extra-CARICOM
goods. Lip service has, for the most
part, been paid to lifting protectionist
measures in Jamaica and Trinidad.
While there is much rhetoric, there is
a sense of stalemate as if, despite the
antics, there is an unspoken under-
standing.

A need for
continued support

Given this situation, the weakening
of the market and the urgent need to
find hard currency, the US market,
through the CBI, appears to be the
quickest and most accessible substi-
tute. The countries of the Caribbean
are drawn into the dependence net of
the USA, and on the response of the
States to the performance of the dol-
lar. Except insofar as quotas for the
CBI may be inter-substituted when
one country is unable to meet its allo-
cation, there appears to be little
chance of the CARICOM market
forming an effective trading bloc in
the near future. The price of entry of
new CARICOM goods to the U.S.
market has not been clearly spelled
out. If it involves a programmed reci-
procity, then the choice to shop in
cheaper markets will be further re-
stricted, no matter what the state of
the US dollar.

The picture appears to be one of
continuing deterioration, unless a per-
iod of respite is given by the lender
nations/institutions. There is an ob-
vious need for continued support, not
in the form of loans, but of grants. o

H.R.
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External debt in

the South Pacific

By S. SIWATIBAU

The paths followed by countries which now find
themselves with difficult external debt positions were
broadly similar. Following upon the quadrupling of
oil prices in 1973, the oil exporters found themselves
with substantial resources at their disposal. Much of
these were invested with international commercial
banks. These banks were in turn keen to lend these
resources which had no conditionality tagged upon
them. They found very willing borrowers among the
non-oil developing countries. Many of these coun-
tries capitalized upon ready access to medium-term
commercial credit to maintain high levels of con-
sumption and investment at a time when world re-
cession steadily deepened. Many investments which
were put on stream could appropriately invite the

External factors were not supportive of the devel-
opment efforts of non-oil developing countries. Prices
of export commodities declined even further. The
terms of trade worsened. Interest rates in the capital
markets of the world rose markedly. Protectionism in
the industrial countries widened and deepened in
scope. The international commercial banks, sceing
that the capacities to service external debt of quite a
number of non-oil developing countries were rapidly
eroding, became increasingly reluctant to make more
credit available to them.

The average debt service ratio, computed as exter-
nal debt service payments to exports of goods and
services, have ranged beyond 35% for some of the

label of “ white elephants”.

debtors.

The Associate Pacific
island economies

These may be characterized broad-
ly:

1. They are waterlocked archipela-
goes. Except for Papua New Guinea
with a total area of 461 693 km? and a
population of 3.25 million, they are
relatively small in area and have small
populations.

2. There are vast distances between
them and their main markets. Trans-
port costs are extremely high.

3. Internal transportation is diffi-
cult, calling for proportionately vast
investments of resources.

4, They have very open economies.
They depend heavily upon importing
and exporting.

5. The bases of their economies are
still very narrow. They rely upon a
limited range of export commodities.
External prices both for their exports
and imports bear heavily upon their
standards of living. Large swings in
terms of trade are regularly experi-
enced.

6. They enjoy a good climate, and
generally pleasant weather, except for
hurricanes which frequent Tonga, Fiji
and Vanuatu in the summer. Some of
them are very well endowed with nat-
ural resources. The sea presents all of
them with a lot of potential. Papua

(*) Governor, Reserve Bank of Fiji (Suva).

New Guinea has substantial mineral
deposits. Most have timber re-
sources.

They have had and, except for
Western Samoa whose people used to
have ready access to New Zealand,
continue to have very high population
growth rates. Consequently they have
relatively young population structures
resulting in large influxes of young
people into the labour force every
year.

7. The services accounts in the bal-
ance of payments are important to all
of them. Tourism features prominent-
ly in Fiji and Vanuatu. It is given all
encouragement in the other countries.
Overseas remittances are vitally im-
portant for Tonga and Samoa which
have sizeable proportions of their peo-
ple living abroad.

8. They run consistent deficits in
the current accounts of their balance
of payments. In recent years these
have been very high in the cases of
Papua New Guinea, Solomons and
Western Samoa. The exception has

‘been Vanuatu which enjoyed current

account surpluses for a number of
years till 1985.

In the main, the inflows in the capi-
tal account which match the current
account deficits in the balance of pay-
ments have been for investments and
not whittled away in consumption.

9. They have to varying degrees
been in receipt of generous overseas

aid. Papua New Guinea receives sub-
stantial budgetary support from Aus-
tralia as part of the enlightened eco-
nomic arrangement settled upon inde-
pendence.

10. Apart, perhaps, from Western
Samoa which continues to go through
a difficult period of economic adjust-
ment with IMF support, inflation rates
have been relatively low in the South
Pacific countries.

The debt issue

Papua New Guinea. Like other
South Pacific countries, Papua New
Guinea suffered in the wake of the
world recession which began in 1980.
Oil prices rose steeply. Other import
prices continued to increase while
those of her export commodities de-
clined. The terms of trade consequent-
ly fell. They fell by about 27% in 1981
and by a further 9% in 1982. This
trend, together with static output, re-
sulted in substantial falls in incomes
of the population.

The deficit in the current account of
the balance of payments widened in
the face of a rising import bill and
static export receipts. It was 31.9% of
GDP in 1981; a very high level when
compared to most countries. It has
hovered around this level up to 1984.
It was expected to have improved to
about 19.1% of GDP in 1985.

The government budget deficit also
widened in the early 1980s. This
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Table 1: External debt and related data
Papua New Guinea
1981 1982 1983 1984 | 1985 (%)
% % % % %

Total external debt to GDP 36.9 32.5 75.6 76.2 15.5
External debt service ratio 8.8 15.2 223 29.0 24.0
Current account in the balance of pay-
ments to GDPs -20.7 | —-20.1 | —-156| —136| —10.0
Current account in the balance of pay-
ments (excluding official transfers) to
GDP —319 | 311 | -2661 —294 | =191
Government budget deficit to GDP:

(a) excluding foreign grants —~16.7 | —167 | =151 ~11.8 | —14.2

(b) including foreign grants - 59| -61| —43| — 11| - 53
Changes in real GDP 1.5 — 0.2 0.8 22 1.7
Changes in consumer prices 5.6 6.9 8.5 4.4 4.5
Changes in terms of trade —-268 | — 8.7 10.9 106 — 217
Gross domestic investment to GDP 26.5 323 30.6 23.9 23.5
Gross domestic savings to GDP 6.2 323 30.6 23.9 23.5
Gross external reserves in months of
imports 4.8 4.2 5.6 6.0 4.9
Area 461 693 km?
Population 3.25 million
Population growth rate 2.1 % per annum
GDP per capita (1984) 728 Special Drawing Rights (SDR) (*) IMF projections.

happened as revenue growth deceler-
ated in the wake of slow economic
growth while expenditure maintained
its previous momentum. Government
had to enter the foreign capital mar-
kets and borrowed heavily in an at-
tempt to finance both the widening
budget deficits and the deficits in the
current account of the balance of pay-
ments.

The external debt service ratio,
which was at a low of 8.8% in 1981,
started to rise. It was 15.2% in 1982
and continued upon its upward path.
It reached a high of 29% in 1984 but
was projected at about 24 % for 1985.
It rose five-fold between 1980 and
1984. As will have been noted, those
figures are consistently higher than the
average for all non-oil developing
countries.

Total external debt to GDP rose
from 37% in 1981 to 76 % in 1984 and
1985. Private external debt is asso-
ciated mainly with the large OK Tedi
mining project. This project accounts
for about 56% of total outstanding ex-
ternal debt in 1984.

A number of important factors
make the relatively large external debt
and debt burden of Papua New Gui-
nea manageable:

1. Short-term debt is very small

The bulk of external debt is conces-
sionary and is contracted over rela-
tively long periods.

2. A very large proportion of exter-
nal debt is owed by OK Tedi, a large
corporate group with considerable re-
sources and formidable foreign ex-
change earning capacity. OK Tedi ex-
pects its copper exports to be on
stream in the 1990s. Such expecta-
tions, if fully realised, will give rise to
a marked increase in export receipts
and consequent reduction in debt ser-
vice burden during that decade.

3. Australia’s annual grant to the
Papua New Guinea Government is

T i

As the main export product of Papua New Guinea, copper accounted for about
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currently running at about Kina 230
million. This constitutes a welcome
budgetary and balance of payments
support. It equalled some 29% of ex-
port receipts in 1984.

This grant was the subject of a re-
cent study. It is now proposed that it
be reduced at the rate of 3% per an-
num in constant Australian price
terms over a five-year period begin-
ning in 1986. It was also suggested that
its composition be progressively
changed from untied cash grants to
tied project type assistance. But even
if these proposals were to be imple-
mented, this very special assistance
has and will continue to be a welcome
addition to Papua New Guinea’s an-
nual pool of financial resources.

Given the vagaries of the weather,
of external economic factors and of
changing terms of trade, the Papua
New Guinea government has done
much through domestic policies to
maintain financial stability and man-
ageable external indebtedness. When
required, fiscal policies have been
tightened. Monetary and incomes pol-
icies have also been employed in sup-
port to contain the budget deficit and
domestic demand in the pursuit of
these objectives.

Solomon Islands. Beginning in 1980
export prices declined. Import prices,
particularly those of oil, rose rapidly
following upon the further escalation
in oil prices. The terms of trade de-
clined. Income levels fell.

The deficit in the current account of
the balance of payments widened,
reaching 13.4% in 1982. It improved
to 5.2% in 1984 but was expected to
have deteriorated to about 17 % in the
past year. The budget deficit also came

56 % of total outstanding external debt in 1984
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Table 2: External debt and related data
Solomon Islands
1982 1983 1984 1985 (*)
% % % %

Total external debt to GDP 30.3 43.9 33.0 36.0
External debt service ratio 2.1 4.2 6.0 8.1
Official grants and concessional loans to
GDP 10.4 14.0 10.5 10.3
Current account in the balance of payments
to GDP —134 -133 - 52 —-17.5
Government budget deficit to GDP —11.3 —10.8 — 44 - 8.0
Changes in real GDP 4.8 14.9 — 8.0
Changes in consumer prices 12.5 7.3 11.0 10.0
Changes in terms of trade - 0.8 -10.6 31.0 ~12.5
Gross external reserves in months of im-
ports 6.0 7.0 7.0 5.0
Area 27 556 km?
Population 260 000
Population growth rate 3.5% p.a.
GDP per capita (1984) 675 SDR (*) IMF projections.

under increased pressure. Revenue
stagnated while expenditures, particu-
larly operating expenditures, were dif-
ficult to contain. The government
budget deficit which hovered around a
high of 11% in 1982 and 1983 de-
clined to 4.4% in 1984.

The Solomon Islands government
entered the foreign capital markets to
finance the budget and current ac-
count deficits. However, the country’s
external debt service ratio remains
comparatively low, having risen from
2.1% in 1982 to 6.0% in 1984 and an
estimated 8.1% in 1985. It should,
however, be noted that the debt ser-
vice ratio has accelerated fast and that
its growth will need to be slowed
down. The country enjoys a relatively
high level of official grants and con-
cessional loans which were running at
about a level of between 10% and
14% of GDP between 1982 and 1985.
The bulk of the country’s external in-
debtedness is also long-term.

Vanuatu. Vanuatu is dependent
upon copra, other tree crops, cattle,
tourism, forestry and fishing. But, like
Fiji and Tonga, the country is regular-
ly subjected to batterings from hurri-
canes. Two hurricanes in early 1985
resulted in a substantial reduction in
copra production, increased expendi-
ture and damage to tourist facilities.

The terms of trade, which fell sharp-
ly since the oil price escalation of 1980

and the world recession which fol-
lowed, rose by some 34% in 1983 and
56% in 1984. These improved posi-
tions reflected the favourable prices
for copra in those years. Copra prices,
however, came down significantly in
1985 resulting in a major fall in the
terms of trade in that year.

Vanuatu, like other South Pacific Is-
land countries, traditionally runs sub-
stantial visible trade deficits. But these
have always been offset by receipts

transfers and capital inflows. Vanuatu
is one of the very few countries which
has enjoyed surpluses in the current
account of its balance of payments. As
a proportion of GDP, this item was as
high as 20.5% in 1984. It is, however,
expected to go into a deficit of about
6.4% in 1985.

External debt and debt service are
very low. External debt hovered be-
tween 4% and 5% of GDP in 1984. It
was expected at about 8% in 1985; a
figure still very low by world stan-
dards.

External debt service ratio was only
5.2% of GDP in 1982. It fell steadily
to 1.9% in 1984 but was expected to
rise to a modest 4.1% last year.

Vanuatu does not show complacen-
cy with its low external indebtedness.
It is doing all it can to contain the
budget deficit. To this end it is deter-
mined to cut back upon the cost of the
civil service and to diversify the base
of its revenue. It requires much over-
seas investment for development. It
hopes to pursue these through private
capital, supplemented by official flows
which are long term and concessiona-

ry.

Fiji. The pattern of developments in
Fiji since 1980 broadly followed those
of Papua New Guinea. The terms of
trade fell steeply and export prices de-
clined while import prices rose. Real

from services, mainly tourism, official | GDP and income levels declined.
Table 3: External debt and related data
Vanuatu
1982 1983 1984 1985 (*)
% % % %

Total external debt to GDP 49 4.4 42 7.9
External debt service ratio 5.2 3.0 1.9 4.1
Foreign grants (including Technical Assis- :
tance) to GDP 41.8 31.0 35.0 28.8
Current account in the balance of payments
to GDP 13.4 4.1 20.5 -~ 6.4
Government budget deficit to GDP - 4.2 - 0.7 4.9 - 03
Changes in real GDP 2.0 3.0 5.0 -~ 30
Changes in consumer prices 6.2 1.7 5.5 4.0
Changes in terms of trade ~18.6 337 55.9 -47.8
Gross external reserves in months of im-
ports 3.8 2.8 36 4.7
Area 12 000 km?
Population 130 000
Population growth rate 3.0% p.a.
GDP per capita (1984) 730 SDR (*) IMF projections.
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Table 4: External debt and related data
Fiji

1982 1983 1984 1985 | 1986 (%)

% % % % %
Total external debt to GDP 34 39 36 35 32
External debt service ratio 8 10 11 15 4
Current account in the balance of pay-
ments to GDP - 92f -80} ~37] —-—33! — 34
Government budget deficit to GDP — 66} -39 - 34| -~ 33 — 34
Changes in real GDP — L1} — 44 94| - 1.7 33
Changes in consumer prices 7.0 6.8 5.3 4.8 4.5
Changes in terms of trade - 49 85| — 39} -137 11,5
Gross official reserves in months of im-
ports 3.6 34 3.7 4.0 3.6
Area 18 333 km?
Population 699 000
Population growth rate 2.0% p.a.
GDP per capita (1984) 1640 SDR (*) IMF projections.

GDP per capita fell by 2% per annum
between 1979 and 1983.

The public sector savings declined
significantly as current government
expenditure, mainly wages and salar-
ies, escalated while revenue growth
slowed down in the face of economic
stagnation. The budget deficit widened
steadily. It rose to 6.6% in 1982. The
Fiji Government had to work hard to
bring it down to about 3.3% in 1985.

Private investment fell in the wake
of the world recession and declining

of the current account in the balance
of payments. The rate of inflation
rose. External indebtedness also in-
creased.

Western Samoa’s position became
even more difficult, beginning in 1980
with the further oil price escalation
and the onset of the world recession.
Her terms of trade declined. Output
declined steadily from 1980 to 1982.
The deficit in the current account grew

wider and external indebtedness con-
tinued to rise. By 1982 the country’s
international reserves were almost ex-
hausted. External payments arrears
appeared and persisted.

Inflation continued unabated, peak-
ing to 20.5% in 1981. Further stabili-
zation programmes with IMF support
had to be put in place.

The deficit in the current account
rose to 27% in 1981. It has declined to
14.3% in 1983 following upon the fi-
nalization of the recent IMF stabiliza-
tion programme. External debt to
GDP at about 79% and external debt
service ratio at around 60% are the
highest in the South Pacific. The
Western Samoan external debt service
ratio is well above the average for all
non-oil developing countries.

The economic position of Western
Samoa has improved gradually since
1982. Inflation has come down. The
terms of trade have improved. The
deficit in the current account has nar-
rowed, although at about 14% in 1983
and an expected 12% in 1985 it is still
too high. The external payments ar-
rears have been effectively eliminated
and the country’s gross external re-
serves are now in excess of two
months of imports: a significant im-
provement upon less than a month in
1981.

lx;?fssegﬁzgg'af‘ﬁ; ifrcgjoerctlsn“;e::é Table 5: External debt and related data
completed and also as government at- Western Samoa
tempted to cut back upon total expen-
ditures. 1981 1982 1983 1984 ()%
% % %

The deficit in the current account of
the balance of payments reached 9.4% | Total external debt to GDP 71.1 71.5 79.4 79.5
in 1982; a high figure for Fiji. It has External debt service ratio 344 37.7 56.6 61.3
come down to about 4% in 1985. Current account in the balance of payments

The external debt service ratio, like | © GDP ) =272 | =171 -143 1 -14d
those of the Solomons, Tonga and Government budget deficit to GDP —-16.2 —14.6 ~ 22 -~ 2.5
Vanuatu is still well below the average | Changes in real GDP - 91| - 10 0.5 2.1
for non-oil developing countries. It Changes in consumer prices 20.5 18.4 16.5 12.0
was about 5.4% in 1979. It rose to 8% Changes in terms of trade —-224 0.8 31.2 18.5
in 1982, 10% in 1983 and 15% in Gross external reserves in months of im-
1985. It is the pace at which the exter- | Ports 0.7 0.9 L7 2.3
nal debt service ratio has accelerated | External payments arrears (year-end) (SDR
over the last five years which is cur- | millions) 8.8 13.1 26 1.7
r;r}tly giving concern to the Fiji autho- . Area 5784 ke’
nties. Population 150 000

Population growth rate 0.9%
Western Samoa. Western Samoa )
.. GDP 1984 1
embarked upon an ambitious develop- pet caplta’( 984) €0 SDR
ment programme in the second half of Source (a) Various IMF publications
the 1970s. This resulted in growin (b} National Statistical publications
. . g g (*) IMF projections.
deficits of the government budget and
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Western Samoa has had to accept
and adopt the usual discipline that ac- Table 6: External debt and related data
companies IMF programmes. She had Tonga
to depreciate the W. Samoa Tala on a
number of occasions, drastically re- 198171982 | 1982/1983 | 1983/1984 | 1984/1985
duce the budget deficit, tightly contain
domestic bank credit, raise interest External debt service ratio - - - -
rates and cut back upon external bor- Current account in the balance of
rowing. Given luck with future move- | payments to GDP —1L.6 —18.0 - 4.6 - 6.9
ments in her terms of trade and the Totat aid to GDP 224 20.1 13.4 1.1
discipline which is now well establish- | Changes in real GDP 13.4 5.6 14.6 1.5
ed, Western Samoa should once again Changes in consumer prices 119 4,0 4.4 11.4
achieve financial discipline and a

manageable external debt position in
the near future.

Tonga. Tonga’s main exports are co-
conut products, vanilla beans and ba-
nanas. Tourism is actively encouraged
and has become an important source
of foreign exchange earnings. Remit-
tances from Tongans living and work-
ing abroad, mainly in the United
States, New Zealand and Australia,
have grown considerably and offset a
large proportion of the country’s trade
deficits. The country consistently runs
large trade deficits. The economy is
very open, with imports making up
well over 50% of GDP.

The deficits in the current account
in the balance of payments are always
much narrower than the trade deficits
thanks to surpluses in the services ac-
count and inward remittances. These
current account deficits are offset by
foreign aid, official grants and conces-
sional loans.

The deficits in the current account
reached 11.6% in 1981/82 and 18.0%
in 1982/83, due to adverse movements
in the terms of trade and reduced out-
put in the wake of inclemant weather.
But these have narrowed to 4.6% in
1983/84 and 6.9% in 1984/85.

Tonga’s external debt service ratio
is very low, It was about 3% in fiscal
1984/85.

The country has enjoyed both inter-
nal and external financial stability. A
Central Bank is being set up. This in-
stitution will help in ensuring that
monetary policy plays a supportive
role in maintaining financial stability
and a manageable external debt posi-
tion for the country.

The South Pacific Associate mem-
ber countries experienced relative fi-
nancial stability during the past de-
cade. They have been very conscious
of the fact that financial stability is a
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precondition to the achievement of
steady long-term growth and develop-
ment. Towards this important objec-
tive they have attempted to employ
fiscal, monetary and incomes policies
wherever considered appropriate.

Noting that they have very open
economies with heavy dependence
upon a limited range of export com-
modities, they have attempted to
maintain ample cushions of external
reserves. An equivalent of at least
three months of imports have been
assessed by many of them as desira-
ble.

Some of them are in receipt of rela-
tively attractive financial assistance.
Such are welcome and have helped in
their development efforts.

External debt and debt service is
still relatively low in the region. Papua
New Guinea’s situation stands out,
but for the reasons explained she can
probably digest it comfortably. West-
ern Samoa’s situation also stands out.
But she is coming out of it reasonably
well with IMF support and guidance.

The associate countries in the region
will have to maintain discipline in the
years ahead: 1. They will have to tight-
ly contain the growth of their operating
expenditures, particularly of the cost of
the public service. It is vital that budget
deficits be contained and public re-
sources channelled away from con-
sumption and into investments. 2. Ca-
pital inflows, both public and private,
which are offsetting to current account
deficits should always be applied for
investments with high returns and not
for sustaining high levels of national
consumption. 3. Over-enthusiastic fo-
rays into the international commercial
credit markets should be kept to a min-
imum. 4. Close attention should con-
tinue to be devoted to the important

subject of external debt management in

the years ahead. o S.S.
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“An extremely worrisome situation”
Kenneth Dadzie, UNCTAD Secretary-General

Mr Kenneth Dadzie (Ghana)
was appointed UNCTAD Secreta-
ry-General at the end of last year.
He takes over from Gamani Corea
(Sri Lanka) at a time when devel-
oping countries are facing very ser-
ious economic difficulties. In-
creased debt and major falls in ex-
port revenues characterize, rough-
ly speaking, the trends in poor
countries’ economies. Replying to
Lucien Pagni’s questions for 7he
Courier, Kenneth Dadzie describes
the “worrisome situation” of the
Third World and outlines some
lasting solutions to indebtedness.

> Mr Secretary-General, what are
the principal factors accounting for the
debt crisis?

— The debt problem is rooted in a
series of complex and interrelated fac-
tors, both domestic and external. Per-
haps a useful point of departure for
considering your question is the shift
in the pattern of international finan-
cial flows to developing countries dur-
ing the 1970’s. The need to cover the
large payments deficits following the
abrupt rise in the oil prices in the early
1970°s led many developing countries
to finance a significant component of
their deficits at market terms, which
led to an overall hardening in the
terms of their debt. The absence of
official intermediation designed to off-
set, or ar least contain, the risks asso-
ciated with rapid growth in private
debt at variable interest rates set the
stage for the dramatic eruption of debt
servicing difficulties in the early
1980s.

The increased exposure of many de-
veloping countries to a pattern of fi-
nancing critically dependent upon a
smoothly functioning mechanism for
rolling-over of maturities which, as we
now know, broke down abruptly in the
early 1980’s led initially to a tight li-
quidity squeeze, but the overall situa-
tion was generally considered manage-
able. Following the second oil shock in
1979 and the subsequent convergence

T
>
)
[<§
3
e
(ol
Q
=4
<
o

Kenneth Dadzie
“Developing countries need to shift resources towards growth-oriented investment
policies and ensure that these resources are efficiently utilized”

of the impact of the external shocks
revolving around further deterioration
in terms of trade, decline in import
demand in developed countries and
the rise in interest rates collectively,
brought about an open debt crisis and
a sharp reversal in the growth perfor-
mance of developing countries.

These exogenous shocks accounted
for a large share of the deterioration in
developing countries’ current accounts
during the subsequent years. Some of
the deterioration undoubtedly re-
flected the influence of inappropriate
domestic policies and, in some in-
stances, led to capital flight. The inci-
dence of these shocks varied markedly
among developing countries. Although
the fall in commodity prices affected
all regions, the impact was particularly
severe on Africa, where terms of trade
had declined over a longer-period and
where difficulties on the supply side
aggravated further the impact of the
external shocks.

In the case of Latin America, on the
other hand, given the heavy concen-

tration of commercial debt at variable
rates, the impact of the rapid rise in
interest rates was of greater signifi-
cance in initiating acute servicing dif-
ficulties.

UNCTAD estimates indicate that
the cumulative loss of export earnings
due to the commodity price collapse
during 1980-1983 accounted for a
third of the total current-account defi-
cit of non-oil developing countries
over the period, accounting for more
than 50 per cent of the deficit in econ-
omies as varied as Honduras, Malay-
sia, Ethiopia and Zambia.

The cumulative loss of export earn-
ings represented almost half of the ex-
pansion in the external debt of these
countries over this period. In addition,
excess payments due to interest rate
rises during this period (in relation to
historical rates) accounted for as much
as one half to one third of the total
interest payments. Government bud-
gets are now required to make provi-
sions for larger absolute amounts of
debt-service payments, which have
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grown, duec both to interest rate in-
creases and to the currency deprecia-
tion of the recent past. At the same
time, the curtailment of imports in
many countries had the effect of low-
ering tariff revenues, a key source of
public finance in many countries. In
order to offset the impact of interest
rate rises and other extended shocks,
many countries borrowed further: but
much of the additional borrowing was
contracted for the purpose of servicing
debt rather than financing develop-
ment. As a result, debt outstanding
has continued to grow—albeit at a
lower pace than during the 1970s—
largely on account of rescheduling and
capitalization of interest and arrears.

» It is nearly five years since the
debt crisis broke: how do you assess the
present debt situation?

— The present situation is extreme-
ly worrisome: debt servicing problems
of both the highly-indebted countries
in Latin America and those of coun-
tries in Africa are not transitory: they
have all the elements of a long-haul
and protracted character. The way
they are dealt with will determine the
prospects for a resumption of growth
in both developed and developing
countries. It is now acknowledged that
satisfactory rates of growth in the de-
veloped countries are not possible
without positive growth in per capita
incomes in the developing world. Li-
kewise, it is also acknowledged that
debt problems cannot be resolved
through purely financial operations,
such as rescheduling, although such
operations have a role to play in the
short-run. The debt problem has also
exerted severe stresses on the multila-
teral trading system: if these stresses
are not rapidly eliminated through a
roli-back of protectionist measures
particularly as they affect developing
countries exports, the prospect of a sa-
tisfactory resolution of the problem
will recede further.

“The reduction in current
deficits by itself has
not provided the basis
for an investment-oriented
process of adjustment”

As you know, over the past five
years, developing countries have
adopted a variety of measures to deal
with the debt situation. The effect of

the policies has been to reduce (and
even eliminate) payments deficits. Be-
tween 1982 and 1984, the current-ac-
count deficit of developing countries
was reduced by roughly two thirds.
The reduction of payments deficits
was not the result of deliberate poli-
cies concerning the desirable pace or
direction of adjustment in the debtor
countries, nor did it reflect symmetri-
cal distribution of the burden of ad-
justment since the bulk of it has been
through reduction in absorption. In-
deed, it would be reasonable to argue
that the reduction in current deficits
by itself has not provided the basis for
an investment-oriented process of ad-
justment. Factors which brought about
the reduction in payments deficits es-
sentially reflect declines in the availa-
bility of external financing, particular-
ly new lending from private banks, re-
duced lending from export credit agen-
cies and, to a lesser extent, from the
multilateral lending institutions.

The cost of the forced adjustment
has been exceedingly high. Many of
the major borrowers and low income
countries suffered drastic declines in
output, investment, and employment
levels, with the poorer and the weakest
section of the society affected dispro-
portionately. UNICEF studies have
drawn attention to the impact of the
retrenchment policies on children,
pointing out that in many instances
there has been a marked rise in the
levels of malnutrition and in mortality
rates.

“Expectations have not
materialized”

It had been assumed that the sacrif-
ices made by the debtor developing
countries, together with t<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>