
Economic Commission for Africa

Economic Report on

Africa
2003
ACCELERAT ING
THE PACE OF
DEVELOPMENT

ERA2003 frontmatter 071003.qxd  7/10/03  12:25 PM  Page i



Ordering information

To order copies of Accelerating the Pace of Development by the
Economic Commission for Africa, please contact:

Publications
Economic Commission for Africa
P.O. Box 3001
Addis Ababa
Ethiopia
Tel: +251-1-44 31 68
Fax: +251-1-51 03 65
E-mail: ecainfo@uneca.org
Web: www.uneca.org

© Economic Commission for Africa, 2003
Addis Ababa
Ethiopia

All rights reserved
Manufactured in the United States of America
First printing July 2003

ISBN 92-1-125087-0
Sales number E.03.II.K.1

Material in this publication may be freely quoted or reprinted. Acknowledgement is requested,
together with a copy of the publication.

Designed, edited, and produced by Bruce Ross-Larson, Meta de Coquereaumont, Joseph Costello,
Elizabeth McCrocklin, Michael Molanphy, Christopher Trott, and Elaine Wilson of
Communications Development Incorporated, Washington, D.C.
Cover photographs provided by the World Bank Photo Archives and Photodisc.

ERA2003 frontmatter 071003.qxd  7/10/03  12:25 PM  Page ii



Contents iii

Contents

Foreword xi

Acknowledgements xiii

Overview 1

1 Recent Economic Trends in Africa and Prospects for 2003 25
The global recovery—a mirage? 26
Recent economic developments in Africa 30
Poverty reduction—encouraging trends 46
Combating HIV/AIDS, malaria, and tuberculosis 46
More progress needed to deepen second-generation reforms 52
Medium-term prospects—mixed 60
Note 62
References 62

2 Uganda—A Tale of Two Economies? 65
Recent economic performance 66
Monetary policy—targets achieved 69
Fiscal policies and developments—pursuing prudent policies 73
External sector policies and developments 76
Social sector developments 84
Unleashing the private sector—many challenges to surmount 91
Medium-term outlook—promising 95
Notes 96
References 96

3 Rwanda—HIPC Contradictions Restrain Development 99
Recent economic developments 101
Institutional reforms 113
Social sectors 116
Policy challenges in key sectors 121
Medium-term outlook—some slowdown in growth 124
References 125

ERA2003 frontmatter 071003.qxd  7/10/03  12:25 PM  Page iii



iv Economic Report on Africa 2003

4 Mozambique—The Elusive Quest for Pro-poor Growth 127
Macroeconomic developments 129
Monetary policy—inflation on the decline 137
External trade—new trading partners 141
Human development 143
Private sector—poised to benefit from regional markets 148
Medium-term outlook—fairly favourable 151
Notes 152
References 153

5 Ghana—The Danger of Fiscal Exuberance 155
Recent economic developments 156
The enhanced HIPC Initiative 168
Promoting export-led growth 170
Social developments 173
Institutional reforms—public service in crisis 180
Medium-term prospects 183
Notes 184
References 184

6 Egypt—Economy Slows as Reforms Lose Steam 187
Recent economic developments 190
Macroeconomic policy and trends 195
The external sector 203
Structural reforms and impacts 210
Developments in the social sector 215
Medium-term prospects—clouded by external environment 220
Notes 222
Appendix 223
References 223

7 Gabon—Struggling to Diversify from the Oil Sector 225
Recent economic developments 227
Sectoral performance—stunted by Dutch disease 229
Macroeconomic developments 233
Structural and institutional reforms—slow pace with mixed results 237
Poverty and the social sectors 239
Medium-term prospects and policy challenges 244
Note 245
References 245

ERA2003 frontmatter 071003.qxd  7/10/03  12:25 PM  Page iv



Contents v

8 Mauritius—Moving Up the Value Chain 247
Recent economic developments 250
Macroeconomic stabilization policies and impacts 261
Developments in the external sector 268
Ongoing structural reforms 273
Developments in the social sector 275
Medium-term prospects are good 278
Notes 280
References 280

Boxes
1.1 Ethiopia—famine in a growing economy 34
1.2 Doha development round falters 41
1.3 Socioeconomic impact of HIV/AIDS, malaria, and tuberculosis 49
1.4 The costs of HIV/AIDS to an employer 51
1.5 Expanded Policy Stance Index 53
2.1 Successful resolution of the Uganda Commercial Bank 73
2.2 Linking the Poverty Reduction Strategy to the budget 75
2.3 Liberalizing the capital account: a lesson for other countries? 81
2.4 Public funds finally reach schools 85
2.5 The untold side of the success story 87
2.6 Poor governance widespread in the public sector 94
3.1 Rwanda’s Vision 2020 100
3.2 How conflict affects development 101
3.3 HIPC Initiative’s flaws and the post-conflict context 106
3.4 Fiscal policy after conflict 107
3.5 Gacaca mechanisms for social reconciliation 114
3.6 Strengthening institutional quality—the key to stability 115
3.7 Institutions, ethnicity, and reform 116
3.8 The sectorwide approach in education 117
3.9 Rwanda’s Poverty Reduction Strategy 122
3.10 Institutional mechanisms to put poverty-oriented expenditures in place 123
4.1 What do residents want the government to know and do? 130
4.2 When economic reform goes wrong: cashews 135
4.3 Sugar production has great potential for poverty reduction 136
4.4 Privatizing major banks to avert a financial meltdown 139
4.5 Could fees increase enrolments? 145
4.6 Threats to poverty reduction in Mozambique 152
5.1 Better economic management in 2001—the new government’s first year 157
5.2 Will Ghana benefit from monetary union? 164
5.3 Ghana’s HIPC Initiative relief triggers 169
5.4 The false seduction of protection 170

ERA2003 frontmatter 071003.qxd  7/10/03  12:25 PM  Page v



5.5 The dangers of using tariffs for income redistribution 171
5.6 Key pillars of Ghana’s Poverty Reduction Strategy 176
5.7 A tradeoff between child labor and school attendance? 177
5.8 Numeracy and literacy decline 178
5.9 Mutual health insurance scheme in Ghana 180
5.10 Why so little to show for 20 years of reforms? 181
6.1 The ebb and flow of reforms in the last decade 188
6.2 Egypt—an emerging modern economy 189
6.3 Monetary policy reform—towards more liquidity 197
6.4 Double-edged reforms 200
6.5 Strengthening the financial sector’s institutional framework 200
6.6 Exiting from a fixed rate regime 205
6.7 Capital account liberalization: lessons from Egypt 208
6.8 Measures to support the private sector 214
6.9 Potential high-growth emerging sectors 215
6.10 Key challenges facing higher education 219
7.1 Fiscal reforms—agenda and recent progress 238
7.2 Gabon’s Poverty Reduction Strategy 241
8.1 The Mauritian miracle—can others emulate it? 248
8.2 Venture capital funds—supporting economic diversification 256
8.3 Mauritius Stock Exchange 257
8.4 Reducing waste with a medium-term expenditure framework 265
8.5 Privatizing Mauritius Telecom 276
8.6 Set to achieve the Millennium Development Goals 277
8.7 A medium-term macroeconomic framework 279

Figures
1.1 Annual GDP growth, OECD, EU and G-7 countries, 2000/Q3–2002/Q3 26
1.2 Sectoral distribution of ODA to Africa, 1975–80 and 1995–2000 30
1.3 Aid flows to Africa from Development Assistance Committee donors, 1990 and 2000 31
1.4 Real GDP growth rates for the top 10 and the bottom 5 African countries, 2002 32
1.5 Annual economic growth, 2001 and 2002 33
1.6 Zimbabwe: drought and inexperienced farming hurt agricultural production 36
1.7 Getting the trinity right—more savings, investment, and growth 38
1.8 Privatization transaction values, cumulative for 1991–2001 40
1.9 Proportion of population in poverty 47
1.10 HIV prevalence in adults ages 15–49, 2001 50
1.11 Expanded Policy Stance Index, 2002 54
1.12 Qualitative Poverty Reduction Policy Stance Index, 2002 58
1.13 Qualitative Institution-Building Policy Stance Index, 2002 59
2.1 GDP growth, 1998/99–2001/02 67
2.2 Gross domestic savings, private savings, and public savings, 1999/2000–2001/02 68

vi Economic Report on Africa 2003

ERA2003 frontmatter 071003.qxd  7/10/03  12:25 PM  Page vi



2.3 Gross domestic investment, Uganda and Sub-Saharan Africa, 1998–2000 69
2.4 Inflation in December 1999/2000–2001/02 71
2.5 Indicative policy rates, January 2001–May 2002 72
2.6 Terms of trade, 1996/97–2001/02 77
2.7 Coffee and noncoffee export earnings, 1997/98–2001/02 78
2.8 Nominal effective and real effective exchange rates, period average, 1991/92–2001/02 82
2.9 Share of outstanding public debt, by creditor, 2002 83
2.10 Proportion of population in poverty, by region, 1999/2000 86
2.11 Private sector–identified constraints to investment 92
3.1 GDP per capita, 1990–2000 102
3.2 GDP growth and inflation, 1998–2002 103
3.3 Sectoral shares in GDP, 2002 103
3.4 Budget deficit, 1996–2001 104
3.5 Consumer prices, 2002 108
3.6 Contributions to monetary growth, 2002 108
3.7 Sectoral shares in credit, 2001 109
3.8 Terms of trade, 1995–2004 111
3.9 Child mortality, 1986–90 to 1996–2000 118
3.10 Households under the poverty line, by urban and rural location, 1985–2000 119
3.11 Poverty by region, 2001 120
4.1 Real GDP growth, 1999–2002 132
4.2 Nominal exchange rate, 1999–2002 133
4.3 Current account balance, 1999–2002 133
4.4 Sectoral distribution of GDP, 2001 134
4.5 Inflation and exchange rate movement, 1990–2002 137
4.6 Fiscal performance and borrowing, 1992–2002 140
4.7 Aid flows to Mozambique, 1987–2000 141
4.8 New admissions into higher education institutions, 1992–99 144
5.1 Real GDP per capita growth, 1965–2001 158
5.2 Gross domestic investment, public investment, and private investment, 1984–2000 158
5.3 Sectoral distribution of GDP, 1997–2002 159
5.4 Electricity supply deficit, 1994–2000 161
5.5 Inflation (Consumer Price Index), 1983–2002 163
5.6 Ghana Stock Exchange All-Share Index, 2002 165
5.7 Effective nominal and real exchange rates, 1985–2000 167
5.8 Value and share of nontraditional exports in total exports, 1993–2000 172
5.9 Poverty incidence by region in 1999 and change in incidence since 1992 174
5.10 Poverty incidence, 1991/92 and 1998/99 175
6.1 Real GDP growth, 1997/98–2001/02 191
6.2 Sectoral shares of GDP, 2001/02 192
6.3 Total investment, amount and share of GDP, 1997/98–2001/02 196
6.4 Trends in overnight interbank interest rates, 2000–03 198

Contents vii

ERA2003 frontmatter 071003.qxd  7/10/03  12:25 PM  Page vii



6.5 Inflation (Consumer Price Index), year on year change, 1992–2002 198
6.6 Fiscal balance, 1995/96–2001/02 201
6.7 Pound to dollar exchange rate and real effective exchange rate, 1990–2002 206
6.8 Historical trends in trade and current account balances, 1990–2001 206
6.9 International reserves, foreign exchange plus gold, 1995–2002 207
6.10 Capital flows, 1990–2002 207
6.11 Poverty incidence by governorate, 1999–2000 220
6.12 Annual real growth in per capita expenditures, 1995–2000 221
6.13 Regional poverty incidence, 1995/96 and 1999/2000 221
7.1 Contribution to GDP of selected sectors, 1960–2000/01 226
7.2 Real GDP growth, 1995–2002 229
8.1 Real GDP growth, with and without sugar, 1998–2002 251
8.2 Growth in selected sectors, 1998–2002 252
8.3 Savings and investment rates, 2000–02 253
8.4 Gender breakdown of unemployment, 1993–2001 259
8.5 Unemployment in Mauritius by education, age, and location, 2000 260
8.6 Budget deficit, 1997/98–2002/03 261
8.7 Capital and recurrent expenditure, 1997/98–2002/03 262
8.8 Indicative interest rates, July 2001–June 2002 266
8.9 Growth of monetary indicators, 1997/98–2001/02 266
8.10 Inflation rate, 1989/90–2001/02 267
8.11 Composition of exports of goods, 1998/99–2001/02 269
8.12 Composition of imports of goods, 1998/99–2001/02 269
8.13 Current account balance, 1998/99–2001/02 270
8.14 Real and nominal exchange rates, June 1995–November 2002 271
8.15 Foreign direct investment inflows, selected countries, 1996–99 273

Tables
1.1 Quarterly changes in real GDP, industrial countries, 2000/Q1–2002/Q3 27
1.2 Distribution of GDP growth rates in Africa, 1998–2002 31
1.3 Privatization in Africa, 1991–2001 39
1.4 Tourism in Africa, selected years 42
1.5 Inflation rates in Africa, 2000–02 43
1.6 Capital flight from 30 African countries, 1970–96 45
1.7 Proportion of households always poor, sometimes poor, never poor 48
1.8 Financial impact of HIV/AIDS on six corporations in Southern Africa 52
1.9 Quality of economic policies survey, 2002 56
2.1 Determinants and components of broad money, June 2001 and 2002 70
2.2 Financial sector indicators, 2001 and 2002 74
2.3 Trend and composition of exports, 1997/98–2001/02 78
2.4 Trend and composition of imports, 1997/98–2001/02 79
2.5 Balance of payments, 1997/98–2001/02 80

viii Economic Report on Africa 2003

ERA2003 frontmatter 071003.qxd  7/10/03  12:25 PM  Page viii



2.6 Outstanding public debt, by creditor, June 1998–June 2002 83
2.7 Debt sustainability indicators, 2000/01–2002/03 84
2.8 Social indicators, latest years 84
2.9 Primary education indicators, 1994/95 and 2001/02 89
2.10 Health indicators, 1995 and 2000 90
3.1 Fiscal position, 1996–2001 104
3.2 Balance of payments, 1999–2001 110
3.3 Export values and volumes, Jan–Sept 2001 and 2002 111
3.4 External debt, selected years 112
3.5 Debt service savings from the HIPC Initiative, 2001–04 112
4.1 Mozambique’s progress towards the Millennium Development Goals 128
4.2 Macroeconomic trends, 1999–2002 132
4.3 Average annual sectoral growth rates, 2000–01 134
4.4 Cereal production, 2001/02 135
4.5 Fiscal performance, 2000–02 139
4.6 External trade, balance of payments, and debt, 2000–02 142
4.7 Human development indicators in Mozambique and neighboring countries, 2000 143
4.8 Poverty indices, 1996–97 147
4.9 Distribution of foreign and local direct investment, by province, 2001 147
4.10 Medium-term expenditures under the Action Plan for the Reduction of Absolute Poverty, 2001–05 149
4.11 Medium-term economic prospects, 2003–05 151
5.1 Sectoral growth rates, 1998–2002 157
5.2 Money supply and its makeup, 1999–2002 162
5.3 Ghana’s performance on convergence criteria, 2000–03 164
5.4 Fiscal performance 2000–02 166
5.5 External performance, 2000–02 167
5.6 Estimated medium-term impact of enhanced HIPC Initiative debt relief 168
5.7 Expenditure shares of education and health, 1998–2002 173
6.1 Sectoral shares of GDP, 1997/98–2001/02 192
6.2 Manufacturing growth, 1990 and 2000 193
6.3 Changes in the distribution of employment by institutional sector, 1996/97 and 2001/02 195
6.4 Recent monetary aggregates, end-June 1999–2002 197
6.5 Public domestic debt, 1999/2000–2001/02 202
6.6 Exports by commodity type, 2002 209
6.7 Public external debt, 1999/2000–2002/03 210
6.8 Public and private shares in GDP, investment, and employment in nonagricultural activities, selected years 213
6.9 Comparative health outcomes, Egypt and lower middle income countries, selected years 216
6.10 Students enrolled in universities, by gender, 1989/90–1999/2000 217
6.11 Educational attainment, by poverty level, 1999/2000 218
7.1 GDP by sector, 1997–2002 228
7.2 Financial operations of the central government, 1998–2002 234
7.3 Trends in money and credit, 1998–2002 235

Contents ix

ERA2003 frontmatter 071003.qxd  7/10/03  12:25 PM  Page ix



7.4 Balance of payments, 1998–2002 236
7.5 Income inequality and poverty, 1960–94 240
8.1 Real GDP growth, 1998–2002 251
8.2 Public and private investment, 1998–2002 253
8.3 Growth in labour productivity, 1990–2001 260
8.4 Public sector debt, 1997/98–2001/02 263
8.5 Central government debt servicing, 1999/2000–2001/02 264
8.6 Banking sector indicators, 1997/98–2001/02 267
8.7 Balance of payments, 1998/99–2001/02 270
8.8 Budgetary allocations to the social sector, 1998/99–2002/03 278

x Economic Report on Africa 2003

Data notes

Wherever possible, the report shows fiscal data for the calendar year. Where data for the calendar year are not available, however,
fiscal year data are used.

Two years separated by a dash (2001–02) indicate a range of calendar years, while two years separated by a slash (2001/02) indicate
a fiscal year or, in the context of agriculture, an agricultural year.

Dollar figures are in current U.S. dollars unless otherwise specified. Billion means 1,000 million.
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