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Summary findings

The 1994 World Bank study Adjustment in Africa:
Reforms, Results, and the Road Ahead assessed the extent
of, and economic payoffs from, policy reform in 29
countries in Sub-Saharan Africa in the mid-1980s and
1990s. Here Bouton, Jones, and Kiguel update the
results of that report with 1992 macrocconomic data and
cxplorc some issues in more detail. .

“The conclusions of the eatlier report still hold:

" Improved policies are still associated with improved
performance, but countries fall short of having sound
policies. In fact, the 1991-92 policy stance was not as
strong as the 1990-91 stance, reflecting the slow, fragile,
and often reversal-prone nature of macroeconomic
reform in Africa.

Getring the real exchange rate nght and reducing the

- fiscal deficit should be the top priority for restoring
growth. Countries that significantly reduced their budget
deficits and reduced the black market premium (by:
devaluing) enjoyed the greatest payoffs from reform.
Devaluadon of the CFA franc in January 1994 represents

areal opportunitffor the CFA franc zone countries to

restore growth.

Many countries have made considerable progress in
moving toward competitive r~al exchange rates. There
still remains the challenge of reducing budget deficits in

_ ways consistent with poverty-reducing growth. Hence

the need to reoricnt public spending to the essential tasks -
of government, especially providing social services.
Reform in two areas will be important to sustaining fiscal
reform: implicit subsidies to public enterprises must be
cut, and the cost of restructuring the banking sector must

-not be absorbed by the budget.

Policy reforms undertaken so far have paid off in
higher growth rares, bu the level of growth is still too
low to sustain rapid rates of poverty reduction. Increased
growth seems to have come more from efficient use of
existing capacity than from new investment. Only steady

- and increased policy reform will convince investors of - -

the credibility of reform and thus of a more favorable
investment chmate.
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~ Macroeconomic Reforms and Growth in Africa:
Adjustment in Africa Revisited

Lawrence Bouton, Chrisﬁm: Jones, and Mighel Kipuel '

1. -~ Many Afncan countries initiated reform programs in the mid 198[)5 to remedy their severe
balance of payments problems and reverse their economic decline. The recent World Bank smdy -
Adjustment in Africa- Reforms. Resnlts, and the Road Ahead (World Bank, 1994) assessed the extent of
policy reform and its economic payoffs in twenty-nine countries in Sub-Saharan Africa. It found that
many counsries had undertaken substantial macroeconomic and other policy changes which helped to
restore growth. But even with the policy changes, policies in these countries were still far from what is

- considered to be conducive to sustainable economic growth. In this paper we update the results of -
Adjustment in Africa with the 1992 macroeconomic data and explore a few issues in more detail. The
conclusions of the earlier report still hold: improved policies are still associated with better performance,
but countries fall short of having sound policies. In fact, there was an overall deterioration in the 1991-92

o policy stance compared with the 1990-91 stance, indicating the fragile, slow and often reversal-prone

nature of macroeconomic reform in Africa. The 1992 drought in Southern Africa may be partly
responsible for several countries’ lack of progress on improving the policy stance, but the fact remains that
many countries, even in 1992, were still far from having sound policies. Only in 1994, with the
devaluation of the CFA franc, is there likely to be a large improvem in the policy stance.

2. ~Asin Ad;nsnnem.m.Afuca, we amalyze progress in macroeconomic reform from two

- perspectives, using tive 1992 macroeconomic and national accounts data that have recently become
available. First we evaluate how much progress countries have made relative to their initial positions.
Second, we assess how macroeconomic policies compare to those that are generally considered to be sound

. or conducive to sustained macroeconomic growth. The objective is to evaluate how far countries have
come, and how much farther they have to go to reach the macroeconomic "policy frontier." For
comparative purposes, countries that have, for example, a black market premium for foreign exchange and
an inflation rate of less than 10 percent and an overall budget deficit of less than -1.5 percent are ,

- considered to be at the policy frontier. Changes in policies are then related to changes in performance to

assess the payoffs to reform. The sample of countries remains the same as in Adjustment in Africa —-

those countries that implemented adjustment programs at some point during the period 1987-1991

excluding the stnfe torn and very small island economies.!

' In addition to the small economies of Cape Verde. Comoro, Djibouti. Equatorial Gmnea. Sao Tome

“ and Principe and the Seychelles, the study excluded Angola, Ethiopia, Liberia, Somalia, Sudan and Zaire becanse of the

extent to which civil unrest has affected their economies. Botswana, Lesotho, Mauritius, Namibia, South Africa and

* Swaziland were also excluded from the study because they had a wadition of betier policies and were less affected by the

. external problems of the early 1980s. For more iaformation on coum:ry coverage see Box Table 1.3 of Ad;nsnnmm
~ Africa (World Bank. 1994) . : :
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The Need for Macroeconomié Policy Reform

3. In the mid 1970s GDP growth had begun to stagnate or turn down in many Sub-Saharan

- African economies. The situation worsened in the first half of the 1980s, with further deteriorations in the

terms of trade and sharply reduced access to international finance. While there is no single explanation for

Africa's poor economic performance, poor policies played a2 major role. Inappropriate fiscal policies

~ contributed to the economic crisis. The increase in export revenues in many countries during the :
cormmodity booms of the second half of the 1970s led to large increases in public expenditures. The ratio

- of government consumption to GDP increased steadily since the early 1960s, reaching a peak in the late
1970s, exceeding those in other regions by around 50%. Governments failed to adjust their levels of
expenditures to the decline in revenues that occurred when the commodity booms ended. As a result,
fiscal deficits increased in many countries, often resuiting inflationary financing or the accumulation of
large arrears on domestic and external debt. Inflation led to an appreciation of the real exchange rate, with -
negative consequences for export producers. The expansion of the state into the productive sector also
contributed to the crisis. In the 1970s governments began to nationalize enterprises and financial
institutions and adopt a panoply of controls. regulations and licensing procedures. The expansion of the
public and parapublic sectors constrained private initiative and undermmed macroeconomic stabihty while
provxdmg huge rents to the ehtes :

4. o Thedownmrnmthetermsoftradeandthedebtcnsnsmtheearly198(lsexposedthe
weaknesses of the policy regime. The decline in the terms of trade reduced export revenues and increased
fiscal and current account deficits. External debt kept mounting from already high levels and countries
~ increased foreign borrowing to cover their deficits. The foreign exchange crises worsened, as countries
imposed exchange controls to deal with the external imbalance rather than devalue their exchange rates.
Without adjustments in the official exchange rates, the economies were caught in a vicious circle. ,
Increases in the parallel market premium for foreign exchange reduced incentives for exporters to go
through official channels and thus led to further deteriorations in the trade balance, forcing the authorities
to impose even tighter import restrictions. Fewer imports and a worsening of export prices in domestic
currency terms reduced the supply of official exports, leading toa furthcr increase 1n the premium.
Growth rates plummeted. ,

5. Tke crisis took a somewhat dfferem form in the CPA countries. They 100 experienced a

decline in their terms of trade, increasing external imbalances, and overvalued real exchange rates, but

because of the parncular institutional arrangements of the franc zone which guarantee the convertibility of

the CFA, they did not impose foreign exchange controls. The deterioration in their international

- competitiveness contributed to the severe recession that took hold in these countries durmg the second half
of the 19805

6. : By the mic-1980s many African countries were caught in a severe economic crisis. Their -
economies were in decline, there were severe external imbalances, and distorted policies exacerbated the
problems. After peaking in 1977, real GDP per capita in Sub-Saharan Africa fell 15% between 1977 and
1985. By the mid-eighties there were no clear signs that the decline in income would stop. Faced with
severe macroeconomic imbalances and economic recession. countries were forced to look for new
strategies to restore macroeconomic balances and bring about economy recovery. They began 10
implement reform programs aimed at creating the conditions for sustainable, broad-based growth. The
programs focused on restoring macroeconomic stability and removing the supply side constraints that
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inhibited growth. The macroeconomic components of these programs sought to righten fiscal and credit
policies to reduce overall expendinire in the economy while bringing about a real devaluation of the
currency to expand production in the tradable sector and complement the expenditure-reducing effect of
tight monetary and fiscal policies. The extent of policy reform varied considerably. depending on each
country's initial conditions and its assessment of whether the reforms were necessary, useful and
politically feasible. : : '

'Measuring lmprovementé in Macroeconomic Policies -

7. " By 1987, over half the countries in our sample had initiated reform programs. with the
rest to follow during the next five years, at least on raper. Macroeconomic reforms were a key part of
every program. . But how much reform actually too} viace? To answer that question. Adjustmentin -
Africa constructed a set of indicators to assess changes in exchange rate, monetary and fiscal policies. It
also developed indicators of macroeconomic policy stance as a way to assessing how much addmonal
change was needed. This paper presents the results of the indicators updated with 1992 data.* It confirms
the key finding of Adjustment in Africa, namely that improvements in policy in 1987-92 relative to 1981—
86, while in some cases quite significant, were not sufficient to establish a policy stance conducive to -
sustained growth. Countries have come a long way, but they still have a long way to 2o, as the followmg
discussion of changes in exchange rate, ﬁscal and monetary pollcles shows.

. Exchange rate policy

8. © . Indicatoxs. Correctmg exchange rate mxsahgmnent is the principal goal of exchange rate
policy. Overly expansionary monetary and fiscal policies in many Sub-Saharan African countries ledto
an appreciation of the real exchange rate that reduced incentives for the production of tradable goods. In
addition, declining terms of trade also led to a structural misalignment, necessitating a real exchange rate
depreciation to restore competitiveness and macroeconomic equilibrium. However, the very different
exchange rate regimes in the region call for different methods of assessing the exchange rate policy stance. -
For the group of countries that had effective recourse to a nominal devaluation of their currencies during
this period—countries outside the franc zone—the black marker premium is often used as an indicator of
exchange rate policy. The black market premium is an imperfect indicator of the extent of overvaluation,
since it is sensitive to temporary shocks that may have little or not effect on the uaderlying fundamental - -
REER, and it also reflects the risks of transactions in the parallel market.’ However, a high sustained
premium is strongly suggestive of overvaluation and thus serves as a very useful proxy. Thus, we use the
change in the black market premium, as well as its level, as key indicators of changes in exchange rate
policy and stance. We also include the change in the REER in constructing the index of exchange rate
policy change, as it provides a measure of the extent to which macroeconomic policies shifted incentives in
favor of the wadable sector. A sustained decline in the premium and a depreciation of the REER indicate
that exchange rate policy is moving in the direction of correcting the misalignment of the real exchange
rate. - : ' : : :

= .Annex A discusses how data revisions :md the inclusion of the 1992 affect the macroeconomic policy
scores. , ' ' . 7

?  SecKiguel and O"Connell (1994).



9, - For countries in the franc zone, the black market premium is not a useful indicator of the
extent of exchange rate misalignment. Although for all intents and purposes no parallel foreign exchange
market existed in the CFA countries because of the guaranteed convertibility of the CFA franc, the real
exchange rate was considered to be overvalued in the second half of the 1980s and early 1990s, in the
-sense that it was out of line with the fundamentals, especially with the decline in the terms of rade. While
changes in the REER index can be used to assess the extent to which incentives were shifted in favor of the .
-tradeable sector, the REER cannot be used directly to assess the extent of real exchange rate .
~overvaluation. Adjustment in Africa developed a simple indicator based on a comparison of the extent of
real depreciation in CFA countries with a group of countries outside Africa that experienced similar terms
of trade shocks. The methodology is descnbed below in the evaluatxon of exchange rate pollcy stance in
' CFA countries. o

10. Changes in exchange rate policy. Sub-Saharan African countries needed to effect a real
depreciation in light of changes in terms of trade and other macroeconomic fundamentals. How much
improvement has there been in changing relative prices in favor of the tradable sector? Because of the -
differences in initial conditions (by and large the non CFA countries entered the 1980s with significantly
more overvalued real exchanges than the CFA countries) and the pollcy levers that were available to them
during this period, it is not surprising that there are considerable differences between the non-CFA and the
CFA franc zone countries regarding the size of depreciation in their REERs. Asshownintable 1and
figure 1, on average, non-CFA adjusting countries managed to achieve large real depreciations between
1981-86 and 1987-92, with an average real depreciation of almost 99% between the two periods. In
contrast, the CFA countries on average actually experienced a small real appreciation during this period,
: and reversed lt only with the nominal devaluation of the CFA franc in January 1994. : ,

- There are two main explanations for the disparity in outcomes between the two groups.
First, their initial conditions differed. Non-CFA adjusting countries initially had markedly overvalued
exchange rates, which were defended primarily through foreign exchange rationing and wrade restrictions,
as evidenced by the high parallel market premiums. They clearly needed real depreciations to deal with
their highly distorted policy regimes, even before they were hit by terms of trade shocks in the late
seventies and early 1980s. In contrast, the real exchange rates in the CFA countries were less overvalued
" entering the 1980s. The growth performance of the franc zone countries was geperally better than that of
the highly distorted economies outside the zone in the 1970s and first half of the 1980s. In fact, the franc
‘zone countries experienced a real depreciation between 1980 and 1985 as the dollar strengthened against
the French franc, partially compensating for the losses in export revenues resulting from the fall in terms -
- of trade during the first half of the decade. As they entered the second half of the 1980s, the franc zone
count:ies needed a smaller real depreciation than did most of the countries outside the franc zone, but as
 the terms of trade declined further and the CFA franc appreciated vis-a-vis the dollar, their real exchange
rates became increasingly less competitive. Hence, the CFA countries, like the non-CFA countries, still
needed to depreciate their real exchange rates, even |f the magnitude of the reqmred depreclauon was
-smaller. ,

12. - ' The franc zone countries found it difficult to achieve a real depreciation of the requn:ed :
magnitude because the "internal adjustent” (e.g. without a nominal devaluation) strategy they foliowed up
to early 1994 to achieve a real depreciation was less effective than the combination of policies used by
countries outside the franc zone. The non-CFA countries relied heavily on nominal devaluations tc bring
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" Table 1. Change in the Real Effective Exchange Rate

- Percent change _
' from 1981-86 - from 1980 from 1980
Country : - o 198792 to 1990 to 1991-92
Fixed Exchange Rate COUntries S - :
Benin - , - =109 140 - 124
Burkina Faso ' ' 38 12.3 - - 149
Cameroon -32.2 -26.3 ' -31.4
Central African Republlc 40 78 17.0
Chad - =123 - 05 4.1
Congo : : --5.8 6.0 ) - -10.0
Cote d'lvoire N - 285 . . 33 24
Gabon = - 09 . 62 . - 184
Mali , : - 95 8.8 119
Niger Y 5 B 220 ' 36.6
Senegal - R 131 - - 53 . - -0.9
Yogo - 39 75 10.9
Mean — -89 ~ 3.2 6.8
" Median - ~ -7.6 ' - 6.9 B 11.4
Flexible Exchange Rate Countries - , '
Burundi 50.5 ' 208 = 414
Gambia T 213 3713 422
Ghana : - 2551 380.2 390.7
Guinea : R 7 S NA NA
Guinea-Bissau -~ S ' - N NA
Kenya 7 - 310 - 430 427
Madagascar S 88.0 ' - -93.0 1146
Malawi - 80 .97 9.2
Mauritania -~ = = = 326 ' 2.7 18.1
Mozambique ' 107.2 27.0 - 735
Nigeria = ) - 369.9 . 2522 -361.0
Rwanda - .188 -16.6 ' 12.3
Sierra Leone , ' 662 . 228 28.2
Tanzania - ) 261.1 1719 176.3
Uganda : - 666 8311 - 11738 .
‘Zambia o 231 35.0 . 476
Zimbabwe - ' . 60.0 61.1 103.7 -
Mean 98.6 133.2 1757'
Median - - 60.0 37.3- 47.6

Note: An increase in the index indicates a real depreciation of the real effective exchange rate.
Source: IMF and World Bank Staff estimates.
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. about a real depreciation. Since the countries in the franc zone eschewed recourse to a nominal
devaluation until early 1994, they were forced to rely solely on tight fiscal and monetary policy to bring
~about a real depreciation. Keeping domestic inflation below international levels praved to be a very slow
way at best of depreciating their currencies in real terms. given the rigidities in wages and the price of -
nontradables. The task was made even harder by the depreciation of the U.S. dollar relative to the French
franc following the Plaza Accords in the 1985 and the deceleration of international inflation.

- 13, , The progress made by the non-CFA countries in depreciating their real exchange rartes is
 also reflected in the evolution of their parallel market premiums. Many countries have achieved significant
progress in reducing the premium since the mid-1980s. No country in the region still has the exorbitant '
thrze- and four-digit premiums of the early 1980s. Table 2 shows the average exchange rate premiums for
1981-86 and 1987-92. The average premium in the non-CFA adjusting countries fell from 284 % in 1981-
860 79% in 1987-92 and by 1993 had fallen further to 33%. Particularly impressive were the reductions
in Mozambique (from 1899% in 1981-86 to 46% in 1987-92), Ghana (1098% to 17%), Guinea (656% to
6%), Tanzania (249% to 74%), and Nigeria (222% to 37%). Not surprisingly, countries that effected
- large real depreciations (Ghana experienced a real depreciation of 391%, Nigeria, 361% and Tanzania,
"176%) also reduced their premiums significantly. This indicates that the official exchange rate was way

out of line in the pre-reform period, and that large nommal deprec1auons were successful in reducing the
distortion.

14. . In other countries, the reductlon in the premlum has been less dramatlc In some

* countries the changes in either direction were relatively moderate. Most of these countries started with low
or moderate premiums, and hence it would have been unreasonable to a large change in the premium. The
Gambia, Madagascar, and Malawi — among others — fall in this group. Other countries, such as Zambia
and Sierra Leone, experienced a large increase in their premium in 1988-89 but were able to reduce them
by the early 1990s. And in a third group of countries, there had been a deterioration in performance: in
Rwanda, Kenya and Burundi, for example, premiums have risen since the mid-1980s. '

15.' ' Exchangem_pnhny_stamc Many countries took steps to nnprove then' exchange rate
pohcxes But were the changes sufficient to restore macroeconomic balances and competitiveness? For
‘the non-CFA countries, we use the black market premium as the indicator of the extent to which countries
have had a realistic exchange rate policy. The size of the premium is one indicator of how much
adjustment is needed. We classify the non-CFA countries in four categories based on the size of their
premium in 1991-92: small premium (less than 10%), moderate premium (more than 10% and less than
30%), high premium (more than 30% and less than 50%), and extreme premium (more than 50%). Ascan
be seen from table 3, countries made progress in 1991-1992 in reducing overvaluation compared to their
performance in 1990-91, the reference period used in Adjustment in Africa. In 1993. however, Nigeria,
Jganda and Gumea all expenenced policy revcrsals with an increase in the black market premium. -

16. As noted above, there is essentially no parallel market for forelgn exchange i in the CFA
countries, and hence no black market premium. Thus another indicator is needed to assess whether their
exchange rates policies are misaligned. Adjnstment in Africa used a simple methedology to obtain a gross -
assessment of the overvaluation, which consisted of comparing the extent of real effective rate
* depreciation in the franc zone countries with a group of comparator countries that experienced roughly the -



Table 2. Paraliel Market Exchange Rate Market Premium

_ : Averags .
Country 1981-86 1987-82 1991-02 1893
Burundi 24,1 250 452 412
The Gambia 4.7 7 -4,2 25
Ghana 1098.2 16.5 85 14
Guinea . 658.1 640 5.8 21.5
‘Guinea-Bissau-  58.7 4.2 88 47
Kenya ‘ 15.1 266 " 519 32.0
Madagascar 42.0 15.7 1841 8.5
Malawl 53,5 ‘217 36,1 32.4
Maturitania 94,1 "167.2 148.0 81.2
. Mozambigue 18081 455 1.7 - -4.6
Nigeria - 222.0 38.5 346 128.5
Rwanda ’ 437 47.0 82,6 102,98
- Sierra Leone 49,3 388.9 86.9 16.9
Tanzania 248.8 738 - 452 1.7
Uganda 189.4 126.7 13.2 338
Zambla = - = 457 2818 433 333
Zimbabwe 813 418 314 222
Mean 283.9 78.7 36.9 33,0
 Madian 897 385 @ M8 22.2

- Note: The parailel market exchange rate premium s caiculated
" as the percentage difference between the parallel market exchange
rate and the official exchange rate (in domestic cumency at the
end of the period). Data are for the non-CFA countries only.
‘Source: Intemational Currency Yearbook and IMF, IFS,



Table 3. Black Market Premium in the 1990s

- Ave
_ _, 1990 1991 1982  199371951-82
Extreme Premium in 1931-92 -
Mauritania - 1698 1634 1346 812 1490
Rwanda . 280 670 983 1029 8286
Sierra Leone 1650 437 900 169 669
. Kenya 59 86 1071 320 579
" High Premium in 199192 o .
Tanzania 780 710 194 1.7 452
Burundi 58 361 543 412 452
Zambia 2119 873 07 333 433
Malawi 145 444 338 324 391
Nigeria 234 268 425 1285 346
Zimbabwe "149 320 303 222 311
Moderate Premium in 1991-92 :
*  Madagascar 71 30 73 985 19.1
Uganda - 398 93 171 338 13.2
Small Premium in 1991-92 - ’ o
Guinea 125 27 84 215 5.6
Ghana 73 04 114 14 5.5
Mozambique . %40 16 50 -46 17
Gambia, The 26 70 -14 25 4.2
. Guinea-Bissau 23 113 -289 47 8.8

Note: The parallel market exchange rate premium  is Caiculated

as the percentage difference betwesn the paralisl market exchange
rate and the official exchange rate (in domestic currency st the
end of the period). Data are for the non-CFA countries only.
Source: intemational Cutrency Yearbook and IMF, IFS.



* same movement in their terms of trade and started with roughly similar degrees of overvaluation.* Non-
CFA adjusting countries are not very helpful for this purpose because they started with grossly overvalued -
exchange rates. Instead we use a set of other. non-African, developing countries that are primarily
-exporters of primary nroducts and that did not have a significant parallel premium The underlying -
working assumption is that since countries in the CFA group and countries in the control group faced
- similar declines in the terms of trade, they should bave depreciated their real exchange rates by roughly the
- same amount to adjust to the decline in their terms of trade, all other things being equal.

17. The average real*deprecmnon (in domestic currency terms) between 1980 and 1990 was
60% in the control group, compared with an appreciation of 2% in the CFA economies (see table 1).
Judged by this eriterion, the real depreciation in the CFA zone has lagged behind that of other developing
countries. Becausu of differences in their inflation rates and differences in their trading partners, there is
of course variation within the zone: at one extreme, the real depreciation in Benin was 11%; at,the other
extreme in Cameroon there was a 20% real appreciation, in Congo 10% and in Senegal 6%.° In countries -
“outside the region we find real depreciation of 60% in Morocco, 45% in Tunisia, 50% in the Pluhppmes,
104% in Irdonesia, 25% in Malaysia and Thailand, 70% in Bolivia and Costa Rica, and 122% in.
Colombia. A few non-CFA adjusting countries have maintained relatively sound macroeconomic policies
and could be relevant comparators. Among them are Kenya, where the real depreciation was 43%, and
Burundi, with a real depreciation of 30% (though in this country the premium increased. suggesting that it

- may need a larger depreciation). None of the CFA countries was judged as having a good or adequate
exchange rate policy as of end-1992, though following the 100 percent nominal devaluation of the CFA
franc relative to the French franc (in local currency terms) in January 1994, they have expenenced a

- substantial improvement in their exchange rate pohcy stance.

~ Fiscal Ad]llshn-t

18. : Indmm:s No one fiscal indicator can adequzuely summarize the changes in fiscal pohcy :
or the current stance. A thorough analysis requires making judgments about current policies, and more
importantly, about their sustainability. A low budget deficit on a cash basis, maintaied by building up
‘domestic and foreign arrears or by compressing public investment to unacceptably low levels. doesnot -
mean fiscal policy is prudent because it clearly is unsustainable and works against growth. Likewise, even

a small reduction in the budget deficit might be evidence of a big fiscal effort if the reduction is effected
through durable expenditure cuts and equitable and less distortionary tax increases. In addition, there are

‘ Tlns ‘provides only a very rough estimate based on average extent of deprccnauon in the group of
comparator countries. First , there are differences among the CFA franc zone countries in the extent of overvaluation
even in the early 1980s and in the size of the terms of trade shock they received. Such differences in the fundamentals
would affect the size of the needed depreciation. Second, while we artempted to pick 2 group of comparator countries
that were roughly similar to the CFA franc zone both in the initial degree of overvaluation and terms of trade evolution,
there may be other differences in the fundamentals (such as long-term capnal mﬂows or different trade regimes) that
would affect the comparison. ,

5 See Chapter 2, foomote 14, p. 60 of A.d;usrmcnun.Afuca

h ngcr also shows a large real deprecation, but this result is not consistent with other information on
the degree of real overvaluation in Niger. Niger is a difficult case in part because of the very large (and often

unrecorded) cross-border trade with Nigeria, which makes it difficult to determine the appropriate trade we:ght 1o give
to N"gena in calculanng the REER. -
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sngmﬁcant data problems: most African countries have only fiscal data for the central government, while a
large part of the fiscal problem lies in the public enterprise sector.

19. For the purposes of ranking countries according to the degree of improvement in their
fiscal policy, we look at the progress in reducing the overall fiscal deficit (before grants). This gives some
indicator of the domestic efforts being made to close the fiscal gap. We also take into account whether '
_ there was a major effort to increase revenues, and give an extra point in scoring the change in fiscal
policy to a country that improved its fiscal deficit by increasing revenues significantly. Conversely, for
those countries in which there was a significant decline in revenues, we subtract a point from the fiscal -

_ policy score. The idea here is that in many countries it is probably more beneficial to reduce the fiscal
deficit by raising revenues through a broadening of the tax base than to cut the overall level of expenditure.
With the relatively low share of public invesmment, the overall level of expenditure in many countries is
now not considered to be highly out of line, while tax revenues as a share of GDP tend to be low in
comparison to other regions. An additional adjustment to the scoring could be made to reflect o
improvements in the pattern of expenditure. This was not attempted, both for lack of data and also for -

lack of clear norms about what patterns of public expenditure are associated with higher growth. Another

difficulty, evident in Mozambique for example, is the case where the fiscal deficit before grants increases
" because of a large increase in donor-financed capital expendirures. While increasing dependence on grants
raises questions abour the sustainability of the fiscal position. an increase in the deficit due to donor
financing of capital expenditure is presumably more likely to be growth-enhancing than, say, increase in
the deficit due to an increase in the wage bill. The scoring system does not differentiate between these
cases, as it focuses only on domestic efforts to reduce the def’ cit. - '

20. In assessmg ‘the fiscal policy stance we look at the change in the overall deficit including
' grams which shows the amount of financing needed. Because most countries have limited access to
~ domestic and foreign financing, this indicator measures the potential risks of governments resorting to
inflationary finance or looking for other distortionary ways to finance themselves domestically (such as
-incurring arrears with government suppliers or taxing the financial sector). The higher the budget deficit
after grants, the further we assume a country is from having sound and sustainable fiscal policy.
However, it should be recognized that heavy reliance on external grants even in a country that has a low
- fiscz! deficit may still raise questions about the soundness of a coumry s fiscal policy, gwen the fragitity of
external assistance.

21. Change_m_ﬁscaLpnlmy On average, efforts to reduce the fiscal deficit have not been
successful. Between 1981-86 and 1987-92 the fiscal deficit excluding grants increased slightly on average
-for countries in the sample (see table 4). This was the result of the failure to reduce overall fiscal
expenditures by more than the fall in fiscal revenues. Government revenues fell on average by
approximately 1.4 percentage point of GDP between 1981-86 and 1987-92 while overall expenditures fell
0.8 percentage point of GDP. The reduction in expenditures came about largely through the reduction in
capital expenditures and net lending as current expenditures experienced a small increase over this period.

22, - Itis useful to look at differences in perfermance between the CFA and the non-CFA
‘countries. since the mternal adjustment strategy followed by the CFA cowutries relied heavily on fiscal

~ policy to achieve a real depreciation of the exchange rate. In spite of this. the CFA countries were not as
successful as the non-CFA countries in adjusting their fiscal policies in support of growth. On average, .
the non-CFA countries increased their tax revenues, on average around 0.9 percentage points of GDP, and
they increased capital expenditures by 0.8 percentage points, leading to a small net improvement in their
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Table 4. Fiscal Policy | | | -
o ’ Overall Fiscal Deficit Overall Fiscal Deficit

Excluding External Grunts ) . Including External Grants
. Average Difference between ___Average- Difference between
Percentage of GDP - 1981-86 and 1987-92 Percentage of GDP 1981-86 and 198792
Country 1981-86 198792 1991.92 points 198186 198792 1991-§2 (percentage points)
Benin - =137 9.4 1.5 4.3 8.5 - -6.4 ~5.1 2.1
Burkina Faso -16.4 82 -6.6 8.2 9.0 2.8 2.7 6.2
Burundi -123° -156 210 33 . 85 = 93  -126 0.7 -
Cameroon : : 0.5 19 22 84 0.5 19 12 - -84
Central African Republic 1.5 -143 -17.0- 1.2 4.3 13 . -101 2.9
Congo 16 134 -17.1 -5.8 73 - -133 -16.9 -6.0
Cote d'Ivoire - 64 -13.5 -13.6 1.1 6.4 ;135 -13.6 1.1
Gabon 0.2 1.6 4.0 1.8 : 0.6 12 a7 -1.8
Gambia, The -13.9 -8.6 4.3 53 4.7 0.8 29 . "~ 5.5
- Ghama , 4.6 5.9 -14 -13 . 43 4.6 -6.0 - 03
Kenya ) - 1.3 65 - 62 08 T - <13 46 46 - 27
Madagascar - 63 -5.0 11 14 — 58 - 37, 60 21
- Malawi , -11.4 8.5 -10.7 29 . 84 47 @ 83 37

Mali ' - -8 - -107 -117 2.1 I A 5.0 5.8 2.8
Mauritania 5.2 2.2 -1.3 30 43 04 08 39
Mozambique . 162 -26.4 26.5 -10.2 , -13.7 9.0 5.4 4.7
Niger - 1.9 9.7 8.6 -18 43 58 6.8 -1.5
Nigeria , 5.8 75 38 1.7 , 53 75 38 17
Rwanda 7.1 . -1L6 -15.4 4.5 - 37 . -T1. 18 34
Senegal : _ 7.0 24 0.3 46 60  -10 = 11 5.0
Sierra Leone --13.2 -109 9.6 2.3 -12.0 -1.7 4.3 4.3
Tanzania : - -1L.0 58 - 28 52 85 05 . 06 8.0
Togo 70 - 64 -52 0.6 : 36 43 3.8 0.7
Uganda 60 - J2 -lU2 -2 : L83 32 35 0 0 21
Zambia S -152 -13.2 131 20 T . =144 9.0 43 54
Zimbabwe - -10.1 -102 9.1 02 86 838 17 03

Mean 89 96 58 0.7 6.6 59 5.7 0.7

Median 76 85 -8.7 - 02 6.2 6.1 5.6 - 21
CFA countries ] ) : : .

Mean 78 94 9.0 -7 5.1 6.3 6.8 -1.7

Median : 15 94 15 -1.8 -6.0 64 58 _-15
Non-CFA countries : ) o

Mean 9.7 9.7 1005 - 00 ' ' 17 53 S50 24

Median ~10.1 - 8.5 9.1 0.8 -1.3 4.7 54 2.7

“Souree: lMFandTNorldBankStang:ﬁm



-overall fiscal deficit (excluding grants). [n contrast, the pattern was reversed in the CFA countries. On
average, they had a large losses in revenues (4.5 percentage points of GDP), large decrease in capital
expenditures (2.8 percentages points of GDP), and a small increase in current expenditures. The result
was an overall increase in their fiscal deficits. The changes in fiscal policies—with heavy reliance on cuts
in capital expenditures rather than inthe wage bill--were not sufficient to bring about a real depreciation of
the exchange rate in a short period. The failure to restore competitiveness. together with the large cuts in
investment spending, led to a deep economic recession in the late 1980s. The recession in turn . '
undermined tax collection efforts which led to a further deterioration in fiscal policy. These pohcnes
created a vicious circle, much like the vicious circle engendered by the strategy followed by the non-CFA
countrres in the early 1980s of dealing with balance of payments crises by imposing stricter foreign
exchange and trade controls, which led to even greater evasion of the official channels, further aggravatmg
undermmmg their balance of payments problems

23. : FEiscal stance. As can be seen from Table 5, progress has been mixed in correcting the
initial fiscal imbalances. By and large, adjusting countries in the region improved their fiscal performance
in the second half of the eighties. as the average deficit (including grants) was reduced by about 1 :
percentage point of GDP (from 6.6 percent of GDP in 1981-86 to 5.7 percent of GDP in 1991-92). Thus
on average, countries moved closer to the policy frontier, although the average improvement disguises
important differences across countries. While Burkina Faso, The Gambia, Tanzania, and Zambia reduced
their deficits by more than 5 percentage points of GDP, Cameroon and Cote d'[voire experienced

~ increases of similar magnitudes. Again, there was a net difference in the performance of the CFA. and non-
CFA countries, related to the adjustment pursued by the two groups. The fiscal stance of the CFA
countries worsened as the recession took hold.  The higher deficits were financed partly by external
borrowing and partly by the development of huge internal arrears, further contributing to the economic
recession of the zone. Although the average fiscal deficit in the CFA countries was smaller than in non-
CFA countries in the first half of the 1988. by 1991-92 deficits in the CFA countries were larger.

Monetary Policy

24. - . Indicators. The main goals of monetary policy are to.maintain low rates of inflation and
smtable levels of economic activity. Many studies associate the rate of growth of monetary aggregates
with monetary policy. This approach has important weaknesses, however, as it does not deal with the :
" causality between monetary growth and inflation. In most countries monetary growth is highly correlated
with inflation, especially in the longer term, but this does not indicate whether money "causes” (the
causality running from money to inflation) or if it "accommodates" (the causality running from inflation to
‘money) inflation. Thus, while countries with rapid expansion of money are generally considered as having
loose monetary policy and those with low rates of growth are considered to have tight monetary policy,

this is not always the case. Some countries might have tight money while money grows at high rates
because the rate of money growth does not fully accommodate inflation (i.e. money grows less than ,
inflation and interest rates are high), while others might follow expansionary monetary policy whlle havmg
apparently low rates of monetary growth that nonetheless are inflationary. '

25. A berer indicator of whether monetary policy is supportive of a stable INACrOeconomic
environment is the degree to which governments rely on printing money to finance budget deficits. This is
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Table 5. Fiscal Revenues and Expenditures

. Caplital Expenditure & Net Lending

Current Expenditure

. 'Total Revenue Total Expendilure
Average Difference b Average Ditference between Average Difference betwesn Average Dilference between
Percentage of GDP 1981-86 and 1957-92 Perceniage of GDP 1981-85 and 198792 Percentage of ODP i981-85and 198792 Percentage of GDP 1981-86 and 198792
Ceountry 1931-06 198792 193192  (p uge polnts) . 1981.86 1987.92  1991.92 _ (percenage points) 193186 1987.92  1991-92 {percenuage point) _1981-86 1987-92  1991.92  (percentage poincs)
Benin 149 1.4 19 34 ) 05 208 194 7 1.0 54 4.9 53 17.5 15.0 14.7 - -2.5
. Burkina Faso 12.9 12,7 133 0.3 293 0.8 19.9 8.5 15.3 82 .1 LA 14.0 12.6 122 5.4
Burundi 139 . 134 9.3 0.5 26.2 29.0 303 28 13,7 14.6 16.3 0.9 125 184 140 1.9
Cameroon 26 14.9 16.7 4.7 .1 4.3 28 1.7 10.6 74 35 -3.2 125 174 03 49
Central African Republic 13,6 114 99 2.2 1R 26.1 269 5.0 6.9 12.6 130 st 14,2 ns 139 2.8
Congo ' 5.1 24 FLE ] 117 ar 6.8 42,6 5.y 18.7 53 44 134 239 s n3 7.6
Cote &'Ivoire 06 236 a.l <10 359 .1 35.7 0.1 10.0 35 33 B 2] %69 3.6 32.4 6.6
. Gabon 332 215 2.4 1.7 ny 9.1 214 3.9 16.7 6.0 53 -10.7 16.2 1.1 29 6.9
Gambls, The 188 215 2a.2 .7 ns i 2353 2.8 12.4 10.4 20 2.1 0.2 197 165 05
Ohana 81 130 128 4“9 t.5 14.6 154 B N | 1.7 34 4.0 1.7 95 N2 1He 1.4
- Kenya 233 2.1 2.5 0.2 30.5 29.6 2.7 -1.0 kA 65 64 D& 138 i 14 04
Madagascar 12.5 13,3 113 0.7 1y 1 183 0.7 6.5 . .3 5 1.1 123 105 10.% -1.8
Malawi -200 20, 193 0.0 3.4 e 300 29 87 6.3 60 22 2.7 2.1 2.0 06
Ml 138 . IsS T 146 L? 2.8 26.) 283 0.8 " 10.8 e 1.5 0S5 16.1 15.1 14.3 -1.0
Mauritania 2.1 239 220 1.8 7.3 259 2.3 1.4 5 - 5.3 40 28 X ] 206 . 193 4.3
Mozamblque nr 09 un7 02 37.9 48.3 .2 104 13.8 24 269 9.6 Ut .9 7.3 [} ]
Niger 114 9.3 $.3 -1.5 19.2 195 189 0.3 9.0 31 1.9 5.7 10.3 16.2 15.0 60
Nigesia 13.1 168 192 3.7 189 243 28.0 5.4 9.5 5.7 52 3.7 9.5 18.6 1.8 o1
Rwanda 12.0 12.% 123 0.5 191 Ml 27.7 5.0 .k [ B ] 8.5 0.0 10.9 153 19.4 49
Sencpal L 14 ‘180 19 04 354 204 19.4 5.0 is 31 3.6 0.7 U6 173 15.8 4.3
Sierra Leone . 94 9.7 1.2 0.3 22.5 0.6 2.7 2.0 43 3.6 48 0.7 182 170 12.} -3
Tansaniz 18.4 200 230 L5 29.4 8.7 8.8 3.7 L% ] 4.8 5 - <20 2.7 .0 w3 -1.7
Togo 8.1 119 171 42 A ] 28.3 223 6.8 10,7 74 50 -3.3 us 209 I3 -34
Ugands 9.1 6.4 13 2.6 - 158 13,7 185 1.4 22 5.7 8.8 kX ] 129 19 9.7 -590
Zambla 3.1 17.7 15.8 54 383 30 99 T4 49 5.6 7.4 0.6 X 5.3 24 2.0
2imbabwe 209 354 58 58 40.0 45.7 H“Ho 57 60 [ A ] 3.5 2.1 Ul 376 354 35
Mean “189 17.5 ‘174 4 73 6.9 220 0.8 89 74 .3 -1.8 3.8 19.3 19.7 0.6
Medlan 18.4 173 . 170 02 219 IG.Q 260 -1.2 89 6.2 8.7 0.7 17.9 180 18.2 0.6
CFA Countries o ‘ . ‘
Mean .4 16.9 5.3 4.3 29.2 263 55 2.8 11.2 6.7 5.8 .5 13.0 19.7 19.7 1.7
MHedion 18.4 16.9 187 -3.4 . 285 26.1 28 -3.9 10.6 ) 60 4.7 : 5.3 162 123 15.8 0.8
Non-CFA Countries ) . : .
" Mean 17.0 12.9 18.0 0.9 6.7 P15 %2 0.6 .2 80 L X 02 19.4 19.3 198 2l
Median . 13.4 17,7 19.2 0.5 27.3 25;2 2.7 «1.0 6.3 6.3 7.4 0.6 0.2 19.7 19.3 0.5

Source: IMF and Werld Bank Staff estimates.



generally measured by selgmorage the revenue from money creation.” As a general rule, the larger the
seigniorage, the greater the revenue from money creation, and the 'ngher the rate of inflation, particularly
in the long-run. As a general rule, seigniorage in excess of 1.5% of GDP is risky because the economy
will eventually fall into a high inflation trap, and seigniorage in excess of 3% indicates major
macroeconomic imbalances (Fischer and Easterly, 1990). '

26. While there are close links between inflation and seignorage, they don't always move in
tandem, especially in the short run. In the short run seigniorage may not be inflationary if it
accommodates an increase in the demand for money, if it is mainly transitory, or if there are lags in the
transmissions of increases in the money supply to prices. It is useful, therefore, to consider the rate of
 inflation along with seigniorage in assessing whether countries have improved their monetary policies.

27. Finally, real interest rates are also a useful in understanding the degree of tighmess of
monetary policy. Positive and very high real interest rates tend to inhibit economic activity excessively
while large negative real interest rates are overly 2xpansionary. In Africa, for the mcst part, interest rates
have limited value as an indicator of the tightness of monetary policy because they are generallv not o
market determined, financial markets are thin and the government is usually involved in semng the rates.
However, they convey information about whether monetary policy is discouraging savings, through 7
interest rates that are too high and negative, or discouraging growth. through interest rates that are too high

~ and positive. High rates discourage borrowing and can undermine the financial soundness of banks, as
borrowers have more difficulty realizing the high profits needed to repay the high interest rates.

‘28. Changm_m_mnnctaqmnhc;z Overall the median rate of mﬂauon and level of seignorage
declined slightly in the second half of the 1980s. However, there is much variation among countries. The
improvement in Ghana has been notable: though it has only moved from the extremely high seigniorage -
group in the early 1980s to the high seigniorage group in the early 1990s, the drop in the rate of inflation .
was considerable. .In contrast, Nigeria moved from the moderate group in the pre-reform peried to the

~ extreme group more recently. Guinea-Bissau, Mommb:que Sierra Leone and Zambia expenenced an

“acceleration in the rate of inflation. These countries also had high levels of seigniorage.

29. - As one would expect, glven the fixed exchange rate as a nominal anchor, the CFA
countries had very low rates of inflation in the early 1980s and saw a decline in the rates of inflation in the
late 1990s as they attempted to effect a real exchange rate depreciation. These countries also had very low
rates of selgmorage during 1981-86 and by the 1987-92 period had experienced a large decline in

- seigniorage. The non-CFA countries, on the other hand, experienced increases in their rates of inflation
and seigniorage as their governments struggled to finance worsening fiscal deficits.

, 7 While there are different ways of measuring seigniorage, we use one that attempts to capture the
inflationary impact—as opposed to the total revenue—of printing money. The measure used here removes the seigniorage
associated with increases in real money demand. Thus the inflationary impact of scigniorage is measured as

AM) . M
S . === 5 (=
¥ y(}')

where M is nominal money, Y is nominal GDP and # is real GDP growth.
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30. Monetary policy stance. Despite the lmprovements countries have not been successful in
pumng in place a set of monetary policies that yield price stability and low real interest rates. As shown in
~ table 6, many countries in Sub-Saharan Africa have inflation rates that are moderately higher than
international levels (between 10% and 30%), and thus moderate levels of seigniorage (around 1.5% of
GDP). To assess the policy stance, we classified the countries into four groups: low seigniorage (less than
0.5% of GDP), moderate (0.6% to 1.5% of GDP), high (1.6% to 3%), and extreme (higher than 3%).
As shown in table 7. all of the countries with low seigniorage, and most of the countries with moderate
seigniorage, are as expected, countries of the CFA Zone. Only two of the non-CFA countries (The
Gambia and Mauritania) had achieved inflation rates of less than 10% by 1991-92. At the other extreme,
we find a few countries (Tanzania, Nigeria. Sierra Leone and Zambia) that have large scigniorage and
high inflation. Finally, in Sierra L.eone and Zambia, two countries that have had high seigniorage through
most of the 1980s, the situation appears to be out of control. Not surprisingly. these countries have

inflation rates that are the highest in the sample approachmg 100% on average, in the second half of the
1980s. -

31. ~ As inflation rates came down in many countries. high negative real interest rates were
reduced, as shown in Table 8. Some countries. however, notably Nigeria. Sierra Leone and Zambia, still
have substantially negative real interest rates. reflecting their continuing high inflation rates. In contrast,

- many countries have high positive real interest rates (in excess of 3 percent in 1991-92), with the majority
- of them belonging to the CFA zone. The high rates in these countries are a result of tight monetary and -
credit policies needed to restrain aggregate demand. to support the fixed exchange rate and to avoid capital
outflows. Orly a couple of countries had real interest rates in the range of -3 to 3 percent, the range
considered to be most conducive 1o long-term growth.® One small modification was made in the scoring
veal interest rates: in Adjustment in Africa real interest rates were scored from 1(best) to 3(worst), we
changed the scoring to 1 to 4 scale to be consistent with-the other policy indexes. High negative real
interest rates exceeding -15 percent were scored as 4. This did not change the classification of the
countries presemed in the original repon :

Movmg to the Policy Frontier: Overall Change m Macroeconomlc Pollcns.

32. In this section we bring together the various indicators that have been used to track the
progress countries have made in adopting sound exchange rate. fiscal and monetary policies to create a
‘composite index measuring how much change there has been overall in the macroeconomic policy stance.
"It is based on the changes in the three key policy indicators: monetary, fiscal and exchange rate policies.
There are clear methodological problems in aggregating these indicators to assess the change in
macroeconomic policies, since theory tells us very little about the relative wexghxs that should be attached -

Based on cross-country regression results, Easterly (1993) finds that a dummy for financial repression,
defined as real interest rates below of -5, had a negative and significant impact on growth. Redefining repression as less
than a -2 percent real rate of interest was not significant, though it had a negative sign. The Warid Development Report,
1989 notes that high and pesitive interest rates also are bad for growth.. However, very high and positive real interest
raies are sometimes a relatively short-term phenomenon cansed by a rapid decrease in inflation and thus are not always
an indicator of major policy distortions. Under the assumption that high negative rates impose a greater burden on growth
than high positive rates. we did not give a score of 4 (the worst ranking) to countries wnh high positive Tates. Teserving
it instead for countries with extremely hlgh negative real interest rates.
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Table 6. Selgniorage ai.d Inflation

Source: Worid Bank and IMF IFs data and Auihors Calwlaﬁons.

Seignloraye ‘ ‘ Inflation
. Average ‘ Difference between Average Difference betveen
‘ (Percentage of GDP) - 1981-86 and 1987-92 (Percent) ‘ 1981-86 and 1987-92
Country 1681-86 1987-92 1891-02 (percentage points) 1081-86 1687-92 1991-92 prcenwlms)
‘Benin - ‘ 0.8 1.2 14 0.4 : o . 86 30 - 60 0.8
Burkina Faso 1.0 = 01 01 -0.9 ‘ 6.2 0.1 03 6.1
Burundi 09 -0.1 NA -1.0 7.7 7.3 6.7 04
Cameroon 0.7 -0.2 -1.1 - -1.0 06 . -0.7 0.1 -104
Central AfricanRep. - 1.0 = 0.1 03 -1.1 86 . 23 =19 -11.0
Chad : 18 13 -1 - =34 3.2 0.7 0.9 - =24
Congo 0.1 0.7 0.7 B X ‘ ‘ 98- 28 56 «7.0
‘Cote d'lvoire ‘ 14 0.7 05 ©-1.8 ‘ 5.8 3.2 26 26
Gabon 0.7 0.0 0.7 0.7 9.9 08 46 -10.7
. Gambia, The 1.8 14 1.9 04 , 207 - 123 8.0 -84
Ghana 33 26 23 06 ‘ . 580 27.0 14.0 =291
Guinea A T " S A ‘ o NA NA A
Guinea-Bissau w51 3.5 ‘ NA 40.5 72.8 725 324
Kenya 1.2 17 . 35 . 06 120 18.1 24.7 4.2
Madagascar - 1.6 24 33 0.8 o 194 143 116 -5.1
Malawi ' 1.0 1.8 . 20 08 ‘ 13.3 19.8 177 - 6.5
Mali 1.7 -0.8 0.4 «2.6 ‘ ‘ 6.7 20 - 44 4.7
Mauritania 1.9 1.4 1.1 - 04 9.0 17 8.7 -1.2
Mozambigue NA NA NA . ONA 112 57.7 = 4041 40.5
Niger 0.7 . 0.4 -0.5 =11 ; ' . 6.0 4.0 6.1 -10.0
. Nigeria 11 32 50 21 ‘ 174 302 288 12.8
Rwanda . 0.2 04 14 01 5.3 69 14.8 1.8
Senegal 1.1 -0.5 01 -1.6 ‘ 1.0 -2 09 -12.2
Slerra Leone - 'B.2 59 45 03 ‘ 57.1 925 B84.1 353
" Tanzanie .34 57 .24 . 306 252 222 - <54
. Togo 18 0.9 09 X ‘ . 85 0.3 08 -6.2
Uganda A ©NA A M ‘ 90.6 85.2 40.3 46 -
Zambia 36. 46 40 0.9 . 269 ¢ 1048 1425 - 79.0
Zimbabwe 08 20 15 ' 1.1 : ‘ 15.0 10.3 27 T 43
Mean 1.6 1.2 1.3 . 0.4 . 187 219 206 31
Median 1.1~ 07 1.1 04 - 105 75 9.4 -25
CFA countries ‘ o : ‘
Mean 1.0 -0.2 0.0 -1.3 ‘ 7.2 03 04 7.0
Medien 1.0 03 .01 I X . 66 02 02 -6.6
Non-CFA countrles ‘ ‘ .
"~ Mean ‘ 2.1 25 28 05 . ' 27.3 38.1 35.7 10.7
‘ Median .18 20 23 . 08 184 22,5 234 4.2
Note: §elgn|orage was calculatedﬁﬂ?e change in N1 ovm of M1to GDP time the real GDP growth rate.



Table 7. Seigniorage and Inflation, 1991-92

Infiation

S Seigniorage
Country , (Percentage of GDP)  (Percent)

Extreme Seignorage in 1991-92 :

' Nigeria B 50 288
Sierra Leone -~ 4.5 84.1 -
Zambia - 4.0 " 1425

" Kenya 35 24.7
- Guinea-Bissau 35" 72.5

Madagascar 33 116 -

Mean 4.0 - €0.7
Median 3.8 - 80.7

" High Seignorage in 1991-92 o
Ghana : 23 140 -
Maiawi - - 2.0 - 17.7
Gambia, The 1.9 9.0
Zimbabwe 1.5 32.7
- Mean. 19 184

Median 2.0 159

Moderate Seignorage in 1991-92 , o

~ Benin ' ' 1.4 6.0
Rwanda 14 14.6
Mauritania 1.1 9.7

- Togo 0.9 0.9
Congo - 0.7 56
Mean 1.1 7.4
Median 1.1 6.0

Low Seignorage in 1991-92
Mali ' 04 4.1
Burkina Faso. 0.1 0.3

- Senegal 0.1 0.9
Central African Rep 0.3 1.9
Niger 0.5 6.1
Cote d'lvoire 0.5 2.6
Gaoon 0.7 46
Chad -1.1 09 .
Camercon -1.1 0.1

Mean 04 2038
~ Median 05 09

Note: Seigniorage was calculated as the rchange in M1 over GDP
less the share of M1 to GDP times the real GDP growth rate.
Source: World Bank and IMF, IFS data and Authors’ Calculations.
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Table 8. Real nterest Rate for Deposits

Note: The real interast rate is caicutated as ( the nominal )

{Parcent) -
: Averages
Country 1981-85  1987-82 19951-92
Zambia -=15,3 -42.1 -48.3
Slerra Lecna =360 «27.1 -23.1
Nigeria -89 | 141 - 227
Malawi 37 -4.5 8,7
Mauritania -3.2 =21 4.4
Benin 46 24 - 27
Rwanda 1.5 -<0.9 24
Mali 22 3.7 . a1
Cote d'lvoire 1.5 39 4.1
Gambia, The -8.8 38 - 48
Conge 04 50 5.5
Uganda -30.4 =114 70
Togo 4.0 - 6.3 7.2
_Senegal 7 71 7.8
Ghana =164 . 04 8.0
Burkina Faso a7 58 81
Cameroon 1.1 78 9.5
Central African Republic. 1.9 93 9.7
Niger . 8.3 105 124
Chad 5.6 - 58 13.8
- Gabon 0.9 118 20.3
Burundi L7 A0 na
Kenya 0.3 -2.8 na
Madagascar 4.8 -49 -na
Tanzania «20.1 -89 . na
Zimbabwe -3.3 -5.0 na
Moan -4.9 -1.6 0.5
Madian o7 1.0 55
" CFA countries S
Mean 24 6.6 . 82
Madian - 2.0 6.0 7.9
Non-CFA countries
* - Mesn -11.2 -8.7 9.7
Median 54 4.7 4.4

interest rate less the inflation rate in the following year)
divided by (1 + the inflation rate in the following year).
Source: IMF, IFS data and Authors’ Calculations.
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to the various elements. How important is low inflation relative to a low foreign exchange rate premium?
Is a reduction in inflatica more or less important than one in the premium? Are there significant gains in -

- the overall policy environment if the premium is reduced to low levels but inflation remains high (say close
~ to three digits)? Are there any gains in reducing inflation from 20 percent to 5 percent if the domestic
currency remains grossly overvaiued? Does a reduction in the budget deficit by three percentage points of
GDP have the same unpact if the initial deficit is 15 percent of GDP as opposed to4 percent of GDP?

33, Although no method can address these complex quesnons ina sansfactory manner, we
began by creating an index that (while imperfect), can at least provide a sense of the change in
‘macroeconomic policies since the beginning of the adjustment period and that is consistent across
countries. Our approach was to assign numerical values (from -3 to +3) based on the size of the change in
each of the indicators between 1981-86 and 1987-92. For exchange rate policy, we used the change in the
real exchange rate for the franc-zone countries, and an unweighted average of the change in the real

- exchange rate and the change in the premiuza for-the countries with flexible exchange rates. For monetary

policy, we took the average of changes in seigniorage and in inflation (an indicator of the effectiveness of -

monetary policy).® For the fiscal balance, we use the change in the budget deficit before grants, because it

provides a measure of the domestic fiscal effort. We made one adjustment to account for changes in

domestic tax revenues (the index increased [decreased] by one point if revenues rose [felll by more than 3

. percentage points of GDP). Since we do not have any compelling reason a priori for giving more weight to
any of the three pohexes, we opted for a unweighted average. which we then used as the measure of . '

~ change in macroeconomlc pohcles

34, By and large, there has been 1 nnprovement in macroeconomic pollcxes (table 9), as
-countries increased external competlnveness and reduced inflation. Seventeen out of the twenty-six
countries for which we were able to compute the index showed immprovement in the macroeconomic
indicator between 1981-86 and 1987-92. - Six countries, Ghana, The Gambia, Burkina Faso, Madagascar,

~Tanzania and Zimbabwe display the largest improvements. Nine countries show .a deterioration in overall
macroeconomic policy, with Cote d'Ivoire, Cameroon, Gabon and Congo, Zambia and Mozambique
experiencing the largest declines during the period. Incorporating the 1992 data caused two countries to

_ shift categories: Nigeria dropped from the large improvement to the small improvement category, while

Benin fell from the small improvement to the deterioration or no change category. (Annex table A.1).

Change in Macroeconomic Policies and Eeonomncl’erformance

35 The common perception about adjustment programs in Sub-Saharan Africa is that policy

_ reforms have not been particularly effective in improving economic performance. The problem with this

- perception is that it tends to confound the effects of the failure to implement policy reforms with the

effects of reforms that are actually implemented. The recently published Adjustment in Africa study,

- however, showed that countries that actuaily implemented reforms, particularly macroeconomic policy
reforms, stopped the decline in income and in some cases are experienced positive growth for the first time

in many years. Further, countries that made only limited adjustment efforts performed poorly. This - -

_sectxon of the paper extends the work undertaken for the Ad;usnnenun_Aﬁ:lea study with the inclusion of

o ’I‘hechangemtherealmterestmwasnotmcludedmthemdexofmacmecononncpoheychange
becausemsh:gh!ycorrelaledwmuhechangemmﬂanon :
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Table 9. Change in Macroeconomic Policles, 1981-86 to 1987-92

. Fiscal policy Monet,
Change in evarall : Overal
fiscat balanca . Change change . LN Change Change in roal effective . mackel exchange  axchange change in
axcluding grants in tolal revenue  infiscal n 8 age In inflation monetary sxchange rale it premam me masrsacanarme
Percentage srcentage policy age srcontage Parcantage Percantage policy policies
inls $core - inls scors __ (score) points scofe points scors  (score) points score poinds score {score) {score)
- Large Improvemeni In Macrosgonom : . . .
Ghana ' o1, 49 ] 1 06 LE 291 2 1.5 2551 3 -1081.7 E) 30 18 Grans
Tanzania . 3 1.5 0 3 24 2 54 1 - 08 2811 3 1750 3 a0 1.8 Tarzania
Gambia, Tha 53 3 27 0 ] 0.4 [ -8.4 1 os 213 2 30 [] 10 15 Gambia, The
Burkina Faso 83 3 03 [} 3 09 4 8.1 1 10 -38 -0 ' 00 13 Burkina Fasa
Madagascar . 14 1 07 0 1 08 [+ 54 1 05 88.0 3 -283 1 .20 12 Madacasesr
Zimbabwe . 02 0 55 1 1 1.1 - 43 o 05 80.1 3 385 2 25 10 Zanbsab
Small Improvement in Macroeconomic Policy :
Nigar, , ' -1.8 Q -1.8 [] [] A1 1 -101 2 15 LAl 1 10 (1] Nigar
Uganda 1.2 0 27 /] 0 46 0 00 666 -} 828 2 25 oa Uganda
Burundi 08 0 24 0 [} 1.0 1 ‘o4 1] (1] 585 3 1.0 0 15 o7 Burune
Mauritania 3.0 2 t6 a 2 05 0 12 [} 00 28 3 731 -3 00 07 Marisria
Nigaria A7 0 a7 1 1 21 2 128 -2 20 3699 3 -1855 '3 30 0?7 Nogeria
Mal=wi 29 1 0.1 0 1 08 0 as B 05 80O 1 258 1 10 0s Malowi
Mai 2 1 17 0 1 28 2 47 1 15 -85 B -10 05 Mak
Senegal ' 47 2 04 0 2 1.6 1 122 2 15 -13.1 2 } 20 05 Senegal
Herrya 08 1] 02 ] [} 0§ -] 42 0 00 3.0 3 115 -1 10 03 Kerrya
Central African Republic -T2 -2 2.2 ‘0 -2 4.1 1 -11.0 2 18 40 1 50 02 Central African Repubic
Togo 0.8 1] 82 -1 -1 27 2 5.2 ] 1.5 35 ] 00 } 02 Togo
Deterloratlon or Na Changa In Macroscenomic Pollcy i . ‘ '
Benin 43 2 3.4 [] 2 X ] a 05 ['] 00 -109 1] 00 Banin
Rwanda 45 -1 05 0 -1 01 1] 1.7 0 00 188 2 32 [} 10 [:]:) Rwanda
Sierra Laone 23 1 04 0 § 03 0 353 - -1.5 852 3 33986 3 a0 02 Simya Leore
Gabon 7.8 -2 -7 -1 -3 0.7 1 10.7 2 i35 . 09 [} co 05 Gabon
Zambia 20 1 54 -1 [} 08 0 7930 B} -5 231 2 2359 "3 05 07 Zambia
Mozambiqua «10.2 -3 ‘0.2 +] -3 405 - -3.0 107.2 3 -18535 . 3 "~ 30 -1.0 - Mozambicue
Camercon -84 2 87 -1 -3 1.0 1 «104 2 1.5 22 -2 20 -2 Camercon
Congo 58 2 1.7 -1 -3 07 0 <10 1 05 -5.8 -¥ 1.0 =12 Cango
Cote divokte 1.1 -2 -7.0 +J -3 1 -2.8 1 1.0 255 -2 20 13 Cole dvoire

Beo Table A4 'ﬁ' natas and sourcos



~ data for 1992 and reaches the same conclusmns—namely. that improving pohcu:s pays off ina hlgher rate
of growth, :

Relating Changes in POIICII!S to Changes in Performance

36. ' ~As in the Adpsnnenun.Afuca report we examine whether there has been a chonge in

" economic performance between the preadjustment (defined as 1981-86) and the adjustment period (1987-

92), and we relate the change in performance to the change in macroeconomic policy performance index
developed in the previous section. In assessing the impact of policy reforms, the primary focus is on the

" change in growth rate of real GDP per capita, not the level of growth. The focus on the change, and not

- the level, is motivated by the fact that raising Africa's per capita growth rates to the level of 4 or 5 percent
is a long-term. not a short-term, process. Even with good policies. growth rates in Africa in the medium
term are unlikely to attain the rapid rates experienced by the best performers elsewhere in the world.

- Historically Africa's growth rates have lagged behind those of other regions, even after controlling for

policies and some endowments.'® Macroeconomic and other major policy changes included in adjustment

programs are not likely to remove deep-rooted impediments to achieving rapid growth rates in the short

" term though they may bring about an increase in growth rates fairly quickly. Over the long term, however, °

the success of development efforts in Africa should be judged according to whether they achieve the hxgh
rates of growth needed to alleviate poverty within a reasonable time horizon.

- 37, As was stressed in the earlier study. we are exammmg the payoff to pohcy reform and not
~ to adjustment lendmg If reforms and the intensity of adjustment lending (as measured say, by the number
of adjustment loans'") were perfectly correlated, there would be no difference. But reforms and the
intensity of adjustment lending do not always go hand in hand for a variety of reasons: countries do not.
always implement the reforms agreed upon; they may implement reforms that are not elements of
programs supported by adjustment loans; the pace of reform may differ; or their may be a large shock -
from weather or the terms of trade. The issue of the extent to which adjustment lending has facilitated
policy reform in Africa is a complex one which is beyond the scope of this paper. -

Changes in Macroeconomic Policies and Real GDP per Capita Growth -

38. - To assess the impact of policy reform on economic performance, we begin by -

investigating the relationship between changes in the index of macroeconomic policies developed in the

previous section and the turnaround in GDP growth. The simplest approach starts by dividing countries
 into three groups, depending on whether they had large positive changes-in the macroeconomic policy
index, small positive changes, or zero/negative change in the index. The mean-and median of the rates of
growth and the turnaround for each group is then computed. As can be seen from table 10, those countries
that improved policies the most (in the first group) had a median growth turnaround (of about 0.3 ,
percentage points), and they returned to positive (though very low) rates of per capita GDP growth. In

o See Eastcrly and Levine (1994)

- For an analysis of the relation between the intensity of adjusunem lending and growth performanee.
~ see World Bank (1992). ,
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Table 10. Change in Macroecnomic Policy and Economic Pe'rformance

fEZ—

.Real GDP per Capita growth rate Real export growth rate ‘ ‘  Nominal Investment/GDP ratio
Avarage Differenca Averags ‘ Difference ) Difference
‘ ‘ annual growth rates  between 1981-86 annual growth rates  between 1961-88 Average between 1981-86
: ‘ (percent) snd 16887-82 (percent) - and 1987-92 percentage of GDP and 1987-02
Country 1981-86 1887-92 (percantage points) 1981-88 __1987-92 (perceniage En!sl __1881-86 __1987-92  (percenlage points)
Large Improvement in Macroeconomic Policy ‘ - I . -

" @Ghana . -2.4 1.3 37 4.6 13.5 9.0 6.3 143 - 8.0
Tanzania ' -1.86 24 39 . NA NA NA 183 371 18.8 -
Gambia, The 0.7 03 -1.0 06 ..113 11.9 19.0 . 188 0.2
Burkina Faso . 2.2 0.0 2.2 . -0.0 5.7 . b7 ] 200 . 209 . 0.9
Madagascar : -3.7 . =20 AT -7.3 5.0 123 0.1 12.2 a.1
Zimbabwa . 0.4 -1.4 -1.8 : 8.0 -1.7 -~ 8.7 19.6 21.4 1.8

Madian ) -0.6 0.2 0.3 0.0 5.7 . 9.0 18.6 19.8 25
Maan : 0.7 -0.0 0.7 0.9 58 59 15.4 20.8 54
Standard Devlation 22 1.7 27 . 58 6.0 9.1 8.0 8.8 7.1
Niger . : 47 -3.1 1.6 74 27 4.3 \ . 138 10.9 C 28
Ugande - -3.1 21 - &2 N 4 3.1 1.4 ‘ 13 12.7 54
Burundi 21 1.0 -14 198 44 -7.4 164 17.7 14
Mauritania 0.6 -0.9 0.3 ‘ 7.7 26  -103 319 22.7 9.2
Nigerla ‘ -4.8 22 X : 5.5 4.3 0.8 : 153 15.1 B 4
Malawi ) . 1.4 1.2 0.3 - 1.6 28 1.2 17.6 187 1.1
Mali 04 = 08 -0.9 . 26 7.0 44 17.1 220 - 4.9
Senegal 0.4 -0.4 +0.8 - 841 1.3 . 4.8 11.2 128 1.5
Kenya ‘ 03 086 0.8 23 5.2 238 21 22.8 0.3
Central African Republic 0.4 2.8 23 38  -54 ~4.8 . 110 122 1.1
Toge -2.8 -3.4 0.8 0.2 -2.8 27 253 - 23.6 -1.6
Med/lan 0.6 9.6 -0.3 N 2.8 . 12 . - 164 17.7 1.7
Mean -1.4 -0.6 o8 1.6 1.3 0.3 17.3 174 01 -
Standard Deviation 22 1.9 - 2.8 57 - 4.1 58 7.1 49 ] 3.9
Benin 1.1 -1.2 -2.3 20 S <) - -33 : . 160 13.3 -26
Rwanda . ‘ 0.4 27 <31 o 4.5 -1.4 - <58 - 156 147 -09
Siema Leone ‘ .7 0.3 14 -11.1 5.3 - 164 13.4 11.6 -1.9
Gabon ‘ 2.7 -0.9 18 - 04 8.1 . 7.7 372 280 -93
Zambia : -29 2.2 0.7 22 0.2 25 . 112 13.7 3.5
Mozambigqus . 6,8 31 . 8.8 ‘ =13.5 10.7 24,2 ~16.6 35.2 186
Cameroon’ 4.6 -7.8 -12.3 13.7 57 - 1.6 - 248 18.5 6.4
Congo ‘ - 4.6 1.5 . 81 8.9 5.0 - -0.9 ' 394 17.5 -21.9
Cote d'lvoire g 2.8 -4.8 -2.0 _ 14 0.2 -0.9 17.4 109 -£.2
Median -1.7 -1.5 2.0 ‘ 1.1 5.0 -0.9 ‘ 17.1 14.7 -3.5
Mean ‘ 0.7 -2.0 -1.3 01 36 35 219 181 -3.8
Standard Deviation 3.8 3.0 8.1 8.4 4.4 10.7 . 8.8 8.2 105
Chad ‘ . 5.8 1.8 -3.8 ‘ 148 L N A o 59 8.8 3.0
Guinea : ~ NA 0.7 NA ‘ NA 25 NA  NA 16.3 NA

Guinea-Bissau 3.0 22 -0.8 : 44 174 215 ‘ 272 308 34

Note: Classification of oountn’es based on Table A4.
Source: World Bank data.



contrast, countries where policies worsened experienced a deterioration in growth (of 2 percentage points),
and over half of the countries in that group experienced a severe decline in per capita income. -

39. : Although in aggregate there is an association between the extent of reform and changes in
- GDP growth. half of the countries in the sample have policies and growth rates moving in the opposite
- directions (see Table 10 and figure 2). That is, an improvement {deterioration) in the policy stance is
correlated with a decline (increase) in the growth rates. This suggests that it is worth investigating the role
- of other factors in addition to policy, such as the external environment and initial economic conditions, in
determining short-term growth outcomes. To control for other factors, we use a regression-based
approach. First, we control for the initial level of macroeconomic distortion and resource endowments
(proxied by average growth rates in the preadjustment period) to eliminate the rebound effect — a country
with highly distorted policy environment might respond more strongly to the same level of policy change
than a country with a less distorted policy environment because of greater underutilized capacity. Second,
~ the impact of the external environment on growth is controlled for by the inclusion of variables to capture
~ the impact of changes in net external transfers and in the income terms.of trade. Third, we control for
changes in the regulatory environment by the inclusion of a variable that measures the extent of
‘government control of key prices and product markets. It awards a high score to countries that
decontrolled virtually all of their prices, eliminated key monopolies in the petroleum sector and in the
distribution of key imported consumer goods and fertilizer, and took steps to liberalize marketing of key
~ agricultural exports. This variable is a very imperfect proxy for changes in microeconomic policies that
may have affected growth by reducing supply-side constraints, bur it attempts to measure the extent to
* which government controls on pricing and marketing of goods that are of major importance to the
economy were relaxed. : :

40. Controlling for the effects of external wansfers, regulatory policies and initial conditions,
we then see whether a positive growth turnaround is correlated with improveme=ts in the macroeconomic

~policies. Five regressions are presented in table 11 showing the impact of changes in policies and in the
other variables. The main difference across regressions is the choice of policy indicators. Regression I
shows the results for the turnaround in growth using the composite indicator of the change in overall
macroeconomic policy shown in table 10. We find that the coefficient on the change in the overall policy -
index is positive and significant. While net transfers and terms of trade are not statistically significant both
have the right sign. Regression II shows the results using the individual scores for each of the three key
macroeconomic policies. The exchange rate policy and fiscal policy variables have the right signs and are
statistically significant, but the monetary policy variable is not statistically significant. The coefficients for -
the terms of trade and external transfers are also not statistically significant. In regressions I1I-V only one
‘policy score is included in each regression along with the other variables. The coefficients for the

- _exchange rate and fiscal policy remain significant with the correct sign, but monetary policy remains

: 2 The countries were scored on the basis of the information in Tables A.12 and A.13 in Adjnstment in
Africa. One point was given for each category that a country improved. In addition, countries that reached the light
intervention category were awarded an extra point, reflecting the strong incentive effects of significantly reducing
intervention. - Thus, counmcsmatmovudfmmhwvytohghtmtervennonwercramdas3 fmmmedmmmhght '
intervention as 2, and from hcavy to medium i mtcrve:mon as 1. :
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Figure 2. Change in GDP per Capita Growth
and Overall Macroeconomic Policy Index
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Table 11. Explaining the Change in GDP per Capita Growth

Dependent variable: Differance In real GDP per Capita growth baetween 1981-86 and 1987-92

Changesin:
Qverali Exchange ' ' Average
Macro Rate Monetary Fiscal . Net Terms of QDP o
Policy Policy Policy Policy Transfer Trade Micro Growth Adjusted
constant (ScoreL {Score) {Score) (Sﬁcore) Shock Shock Policies ___[n 1981-86 RA2
1 293 = 218 - . ‘ 0.24 0.28 0.74 -0.94 0.88
(-4.76) (4.27) ‘ ‘ ‘ (1.47) {1.50) (1.81) (-6.20)
o -2.48 0.84 0.19 1 0.60 0.20 0.22 - 056 -0.88 0.90
' (-3.31) (2.98) (0450 - (2.78) (1.18) (1.18) (126) (-5.45) :
m 233 0s2 = 0,08 0.12 0.78 .0.88 0.85
(-3.60) (3.18) : N (0.21) (0.62) (1.89) (-467)
v -1.03 | ‘ - -0.76 E . 022 - «0.08 0.36 -1.10‘ 0.79
- (-1.19) | \ (-1.58) -1.27) (-0.33) (0.63) (-5.73)
v 77 o | ‘ 068 002 010 0.37 4.12 0.84
(-2.76) o (2.88) .(0.10) " (0.49) (0.76) (-6.64)

Note: Numbers in parentheses are t-slatistics. Macrosconomic policy scores are from table Ad4. A dummy variable for Mozamblque was used In all the regressions.



statistically insignificant and changes sign when it is the only policy variable in the equation.”® In all five
regressions, the significance of the initial growth rate is robust and has a negative coefficient, indicating a

- strong rebound effect. The micro policy variable is significant at the 10 percent leve! in the first
regression, suggesting that it might be worth mvesugaung alternative methods that better capture important
supply-side policy changes

- 41, . Neither the terms of trade nor the external transfers shock variables are smnstlcally
sxgmficant though they have positive signs in all the regressions except where monetary policy is the only
policy variable. The greater stability of the terms of trade variable in this paper relative to the earlier
study reflects a modification to the way in which we calculated the shock variables. There is no commonly

- accepted method for calculating changes in the terms of trade. In this paper, the method we use is similar
to the one used in Easterly e al (1993) in their.analysis of the factors explaining differences across 7

- countries in growth rates over ten year periods. They calculated the terms of trade variable as the average

rate of change of the income terms of trade for'the decade under study, the assumption being that the faster

the growth in the terms of trade, the higher a country's GDP growth rate should be. We used a similar

. approach in this paper, which consisted of calculating the change in the rate of growth of the terms of trade

in the two periods under study (1981-86 and 1987-92)." This way of calculating the terms of trade differs
- from the method used in Adjustment in Africa, which took the difference between the average terms of

~ trade index for the two periods. The assumption underlying this specification of the terms of trade variable
is that an improvement in the level of the terms of trade from the first period (1981-86) to the second
(1987-91) rather than a change in the rate of growth of the index should be reflected in a change in the rate
of GDP growth between the two periods. We also redid the regressions using this methodology. While

 the coefficients are slightly different, the results are essentially the same. Judgements about how to define
the terms of trade variable depend in part about hypotheses about the lagged effect of changes in the terms -
of trade on changes i in GDP grow:h rates.

42. ' As shown in figure 2 - the partial scatter diagram of the change in macroeconomic policy
and the change in GDP per capita growth - the direction of the policy change is consistent with that of
economic performance in 20 of the 26 countries included in the regression. After controlling for other
factors, the six countries which do not follow the predicted relationship are Benin, Burundi, The Gambia,
Ker— , Madagascar and Togo. Benin, Burundi and Kenya had a negative policy residual and a positive
growth residual, while The Gambia, Madagascar and Togo had a positive policy residual and a negative

B The lack of sxgmﬁcance of the monetary pohcy variable may reflect the fact that the CFA countries
tended 0 scorcwellonmﬂanon, as expected given their attempts to bring about a real depreciation through tight monetary
policy. However, tight monetary policy did not bring about a real depreciation quickly, and hence growth snffered. The
non-CFA countries did achieve a real depreciation, with some countries also showing significant improvement in inflation
while others made less progress in combatting inflation. Ofien the exchange rate changes in the non-CFA countries were-
of such large magnitude and so important in restoring incentives that they were sufficient to put the economies on a
* recovery path, even though monetary and fiscal policy did not always show large improvements. Hence there is no clear
correlation between monetary policy and growth outcomes. This result is mirrored in other work, which finds that
inflation tends not to be highly significant variable in cross-country growth regressions based on decade averages.
' However, there is a strong correlauon between penods of high inflation and low economic growth (Bruno and Easterly, -

work in progrws)

“ . Seetables B.12 amd B:13 for the definition of the terms of trade and net transfer shock. The regression

' also included a interactive dummy for Mozambique net transfers. Mozambique expenenced a huge negative net transt‘ers
shock between 1981-86 and 1987-92.
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- growth residual. It is not clear what other factors mlght explam the performance of these particular
countries. _

Change in Macroeconnmlc Policies and the Ratio of Gross Inv&tment to GDP

43. While adjustment policies are instrumental in generating the conditions for hlgher growth,
they are only part of the solution. Shifting African economies onto a new growth path requiresa
combination-of a good overall policy environment and improvements in traditional development
instruments, such as investments in education and infrastructure. As many studies have discovered, -

- however, investment generally responds slowly to adjustment programs. This slow response is
understandable, Fiscal stabilization often requires that governments cut some public investment, although
as we have seen, a number of countries (especially those outside the CFA franc zone) actually increased
their level of public investment during the adjustment period. More importantly, private investment is
unlikely to increase in the early phase of adjustment as the private sector often takes a wait-and-see attitude
due to the irreversibility of investment decisions and the- reversibnhty of key policy changes (Serven and
Solimano, 1993) :

44. As with GDP growth, changes in invesmment performance were related to changes in
macro-policies. On average, investment increased in countries that improved policies while it declm_ed in
those where policies deteriorated, and this is confirmed by regressicn analysis. The investment
performance of certain countries is notable. Tanzania and Mozambique had a remarkable turnaround in
investment while the oil-exporting countries—Gabon, Cameroon and Congo—experienced large declines in
their investment ratios. The decline in investment in these latter countries is understandable given the high
—and often unproductive—levels of investment that occurred in the late 19705/early 1980s in response to
the splke in 011 prices. :

45. In the two groups of countries where pohcxes unproved two-thirds of the countries
experienced an improvement in investment performance, while in the group of countr:2s where
macroeconomic policies deteriorated only Mozambique, recovering from a war and benefitting heavily -
from donor assistance, experienced a positive turnaround in investment. One interpretation of these results
is that while petter policies may not always succeed in raising investment in the short-term, a deterioration
in the macroeconomic policy environment will certainly result in a decline of investment. The positive
relation between mprovmg policies and higher investment rates is conﬁrmed in regression A, shown in

" Table 12.

Change in Macroeconomic Policies and Real Export Growth

46. Because macroeconomic incentives have a key role in export performance it is natural to
relate our index of changes in macroeconomic policies to changes in export growth. Thus, the final
" indicator of economic performance examined in this paper is real export growth. Africa's export
performance before adjustment was poor. Between 1965 and 1986 real exports from Sub-Saharan Africa
merely doubled, while those of non-African adjusting countries increased fivefold. Between 1987 and 1992
- exports in the African adjusting countries were growing at 3.5 percent per year compared with 9.2 percent
in other developing countries. While the export growth performance has improved relative to the past ,
(real exports grew at 1.3% percent per year between 1970 and 1986), there is still room for improvement.
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Table 12. Explaining the Change in Exports and Investment

Changes in: :
Overail ‘ . Average
Macro - Net Terms of o real export ‘
: Policy Transfer ~ Trade - Micro Growth Adjusted
constant  (Score) ‘Shock -~ Shock Policies  in 1981-86 RA2
| . Dependent variable: Difference In lnvestmenilGDP ratio between 1981-86 and 1987-92
A 4.08 455 009 .  -0.24 008 -036 077
| (1.24) (2.30) (0.23) . (-0.51) (-012)  (-2.23)
Dependent variable: Difference in real export growth between 1981-86 and 1987-92
B 085 102 041 024 2.08 077, 0.82
(© 41) . (0.85) (-0.97) (0.47) (1.93) (-4.15). :

Note Numbers in parentheses are t-statistics. Macroeconomic policy score is from table A4

A dummy variable for Mozambique was also used in both regressions.



47.  Exports are expected to expand in the early phase of adjustment programs, especially
because successful programs increase external competitiveness and rely on export growth to offset the
output costs associated with stabilization efforts. As is shown in Table 10, countries with the largest
improvements in macroeconomic policies enjoyed higher growth rates of exports than other adjusting
countries in the region and had the largest positive turnaround in export growth. In contrast, based on the
medians, exports lost ground in those countries where macroeconomic policies deteriorated, though there
were large increases ia Sierra Leone and Mozambique, and also in Gabon (from oil). Regression shown
- in table 12 relates the changes in policy index to changes in real exports controlling for terms of trade and
the initial level of export growth. It shows that the macroeconomic policy variable is not significant -
(though it has a positive sign), with the rebound effect being by far the most significant variable. What is
interesting is that the micropolicy change variable is significant, suggesting that liberalization has played
some role in export expansion. One reason that the macroeconomic policy change variable may not be
significant is that it is overwhelmed by the huge variance in export performance that reflect country-
specific changes in the performance of a major export not related to macroeconemic policies per se (such
- as the discovery of a new oil field).- :

Still Far From the Frontier: Ovérall Macroeconomic Policy Stance

43, How close are countries to the policy frontier? To answer this question, we developed a
second indicator in Adjustment in Africa to capture the current macroeconomic policy stance, a useful
_complement to the change in policies index. A country can show substantial positive change inits
- macroeconomic policies, yet still have a long ways to go before achieving good macroeconomic policy.
Madagascar, for example, improved its macroeconomic policies but still has a relatively poor pohcy stance
because it started from a very unstable smlauon '

49. To derive the indicator of policy stance as of 1991-92, we classify the fiscal, monetary
“and exchange rate policy stance as adeqnate (or good), fair, poor, or very poor by assigning each policy
area a numerical value from 1 to 4 with the larger number indicating poorer policies. Tables 13-15
summarize the rankings of fiscal, monetary and exchange rate stance in 1990-91 (revised data) and 1991~
92 (revised data). The tables show that the fiscal and exchange rate pohcy stance detenorated in a number
of countnes

' 50 : The overall score for the macroeconomic policy stance was obtained by a simple average
of the three policy scores (see table 16 for details). For fiscal policy, we used the budget deficit including
grants, because it provides a better measure of the current fiscal imbalances—implicitly we assume that

‘grarts will continue at the same level in the short term. For monetary policy, we relied on seigniorage,
inflation, and the real interest rate. And for exchange rate we used the premium on the parallel exchange
rate for the countries without convertible currencies and the measure of misalignment based on the REER
described in para. 16 for the countries in the franc zone. Again, the choice of cutoff points is unavoidably
arbitrary, since there is no solid analytical basis for differentiating sharply between poor and very poor
policy stances, or between adequate and fair. For exampie, there probably is little difference in the
macroeconomic policy environment in the Central African Republic and Cote d'Ivoire, but a small

- difference in exchange rate policy (according to our measure) gives Céte d'Ivoire a worse overall score,
enough to place Cdte d'Ivoire in the very poor group and the Central African Republic in the poor group.
In our view, the ditference is not that large. The labels—adequate, fair, poor and very poor—provide a

useful basis for classifying countries relauw- to mtemanonal standards, but too much welght should not be-
attached to the precise rankings.
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' Table 13. Flscal Pollcy Stance. 1990-91 and 1991-92

(based on rewsed data)
1990-91 1991-92

Good or Adequate Fiscal Pohcy Stance ,
The Gambia ~ The Gambia -
Mauritania e Mauritania -
Senegal ke - Senegal -
Tanzania | Tanzania -
Uganda - -

Fair Fiscal Policy Stance -
Ghana e . Burkina Faso -
Madagascar - Uganda bl
Malawi i '
Togo il

Poor Fiscal Policy Stance : o
Benin ' ' - Benin - e
Burkina Faso - Burundi bl
Burundi - - Gabon -
Gabon ” Ghana -
Kenya - Kenya . -
Mali - ‘Madagascar -

- Niger " - Mali -
Nigeria - ~ Mozambique o
Rwanda - Niger - -

: ' Sierra Leone i
Togo ' e
Zambia -

Very Poor Fiscal Pol:cy Stance ,
Cameroon * Cameroon , *
Central African Republic * Central African Republic *
Congo ' * Congo - *

- Cote d'lvoire * Cote d'lvoire *
Mozambigue * Malawi *
Sierra Leone . Nigeria *
Zambia . * Rwanda *
Zimbabwe > Zimbabwe *

A score of 1 is considered good or adequate; 2, fair; 3, poor and 4, very pocr. -

Souroe Tables A7 and A8.
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Table 14. Monetary Pollcy Stance, 1990-91 arnd 1991-92

(based on rewsed data)
1990-91 ' - 1991-92
Good or Adequate Monetary Pohcy Stance
Burkina Faso _ Benin i
Burundi : .- Burundi b
Congo . .™ - Coted'lvoire e
- Cote d'lvoire . ' - Mali o
Mali . .
Fair Monetary Policy Stance S
Benin - - * Burkina Faso e
Cameroon - Cameroon ol
Central African Republlc ' - Central African Republic il
Gabon i Congo el
The Gambia e Gabon bl
‘Madagascar - “The Gambia d
Malawi e Malawi -
Mauritania - Mauritania b
Niger i Niger b
Rwanda - Rwanda -
Senegal - Senegal -
Tanzania e - Tanzania -
Togo i Togo baind
Poor Monetary Po!:cy Stance
Ghana i Ghana e
Kenya 7 - Kenya -
- Mozambique - - Madagascar -
Nigeria bl Mozambique - -
Uganda o b Uganda -
Zimbabwe - ™ Zimbabwe l

Very Poor Monetary Policy Stance

Sierra Leone . Nigeria
Zambia : ' - Sierra Leone
] Zambia

‘A score of 1.0 to 1.3 is considered good or adequate 141023, falr 2.4 10 3.0, poor;
and 3.1 and above, very poor.
Source: Tables A7 and A8.
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Table 15. Exchange Rate Policy Stance 1990-91 and 1991-92

Ascoreof1is consu:!ered good or adequate 2, falr 3, poor; and 4, very poor :

Source: Tables A7 and AB
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(based on revised data)
1990-91 : ~1991-92
Good or Adequate Exchange Rate Pohcy Stance
Ghana Ghana e
Kenya _ il Mozambique v
The Gambia : i - The Gambia el
' Falr Exchange Rate Pohcy Stance , ,
' Burundi - Madagascar bl
~ Madagascar - Niger -
Malawi - - Uganda e
Niger il
Nigeria -
Uganda - i
- Zimbabwe e
: Poor Exchange Rate Pohcy Stance
Benin Benin ; -
Burkina Faso - b Burkina Faso -
Central African Rep e Burundi -~
Gabon - Central African Rep. - -
Mali - Gabon ' ' Bl
Mozambigque b - Malawi -
Rwanda - - Mali -
Togo - Nigeria i
: - Tanzania it
‘Togo - -
Zambia -
~ Zimbabwe >
Very Poor Exchange Rate Policy Stance , :
Cameroon * Cameroon *
Congo * Congo *
Cote d'lvoire > Cote d'lvoire *
Mauritania * Kenya *
Senegal * Mauritania *
Sierra Leone - * Rwanda *
Tanzania o Senegal >
Zambia * . Sierra Leone >
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Table 16. CQmpona'nls of Macroeconomic Policy Stance, 1891.92

Source: Tabie AB.

Mionstary Pollcy : chang raie policy Overall
‘ : I Wenelary Paraliel market ange sresl | Exchangs |mscrosconamic

' balanca induding Selgniorage fnfiation Real interasirale | poficy exchange rata effective sxchange rate rate policy
Country grants (% of GDP) Porcent  Scors Percent  Scorm  Percanl = Scors| score premium (percant) since 1880 (percent) | policy seora score Country
Adequare Macrosccnomic Policy Stance : ' ) '
The Gambia 29 | 30 | 19 3.0 9.0 10 4.8 20 | 20 | 4.2 1.0 1.0 13 JThe Gambia
Falr Macroeconomic Policy Stance . :
Tanzanfa 0.8 1.0 76 M 722 20 [ ) 20 52 30 ‘ 30 20 Tanzanka
Burkina Fasa : 2.7 . 04 1.0 0.3 10 8.1 | 30 17 149 30 30 22 Burkina Faso
Ghana ' 4.0 3.0 23 30 140 20 8.0 30 ar 55 10 10 22 Ghana
Mauritania ) 08 10 14 20 9.7 10 44 . 20 17 1490 40 40 22 Maurilanis
Niger -5.0 0 0.5 10 £.4 1.0 124 3.0 1.7 ) 386 290 20 22 Nager
Senegal 14 10 0.1 1.0 2.8 1.0 78 30 1.7 09 40 40 22 Sanagal
Burundi -5.1 a0 [ A 88 10 ™M - 1.0 452 30 . ‘36 23 Burundi
Mozambique 54 3.0 [ [ 40,1 a0 [ [ 30 17 1.0 10 23 Mozambique

anda +3.5 20 w " 403 3.0 A 3.0 3.0 132 20 20 23 . Juganda -
Poor Macroeconomic Po”:y Stance ' C . '
Benin 33 30 14 20 L) 10 21 10 13 124 36 | 30 24 Benin -
Malt 58 30 04 10 . 4.4 1.0 32 20 13 118 30 30 24 Mall
Gabon A7 3.0 0.7 1.0 -4.8 1.0 203 30 1.7 184 30 30 26 Gabon
Madagascar - B30 a0 33 40 18 20 [ [ 30 184 20 . 20 27 Madagascar
Togo . 38 30 09 20 a9 1.0 72 30 20 109 30 30 27 Togo
Goﬂhl African Republic «10.1 4.0 0.3 1.0 -1.9 - 1.0 0.7 30 1.7 17.0 30 30 29 Central Aliican Republic
Very Poor Macroeconomlc Pu"egselncc ' :
Cotle tivoire 138 40 0.5 .G 28 1.0 41 20 13 24 40 40 EX] Cote d'tvoire
Malawl -83 4.0 20 30 1.7 20 87 20 23 30.4 ao NA NA 30 34 Malawi '
Cameroon 72 40 4.1 1.0 01 1.0 9.5 a0 1.7 1.4 40 40 32 Cameroon
Conga -13.9 40 a7 2.0 58 1.0 55 20 1.7 -10.0 4.0 40 2 Congo
Rwanda -78 4.0 14 20 146 20 24 1.0 17 828 40 ' 40 32 Rwands
Kenya 4.8 30 35 - 4.0 24.7 20 [N [ 30 579 4,0 40 a3 Kesmya
Zambla 4.3 30 40 40 142.5 40 +50.8 40 4.0 433 ao 30 a3 Zambia
Zimbabwe 17 40 . 1.5 30, 327 30 NA NA 3.0 M4 0 30 - 33 Zimbabvre
Nigeria ‘ 88 40 50 40 88 - 30 227 4.0 37 M8 30 30 38 Nigeria
Slerma Leone 44 3.0 4.5 40 84.1 40 <234 4.0 4.0 889 4.0 40 37 Slerra Leons
A score of lass than 1.4 Is considered adequate; 1.4 t0 2.3, falr; 2.4 loau.poor aad 3.0 and above, very poor.



51. While the majority of the countries in the sample group had improvements in overall
macroeconomic policies in the 1987-92 period compared with the earlier 1981-86 period, over half of the
countries in our sample still had a poor macroeconomic policy stance in the 1991-92 period (16 of the 26
countries classified had poor or very poor macroeconomic policies). Of the 10 countries with better
macroeconomic policies, only The Gambia is classified as having good or adequate macroeconomic ,
policies. It is important to note that the change in the relative rankings in Ghana and The Gambia are due
to data revisions. In Adjustment in Africa, Ghana was the only country ranked as having a good or
adequate macroeconomic policy into the good or adequate category. It falls down a category due .
- revisions in the budget data, while The Gambia improves because of a correction to the black market
premium data. The budget data for Ghana were revised to reflect the broad definition of the budget
deficit, which includes donor financed capital expenditure to improve the comparability with other
countries. Nine countries, including Ghana, were classified as havmg only fair macroeconomic pohc:es
for the period 1991-92. :

52, - Few of the African countries come close to the sustained track record of the best
performers among developing countries outside the region (e.g. Chile, Malaysia, Mexico and Thailand).
Even in Ghana, a country often considered to be a front runner in the adjustment process in Africa, the
fiscal balance is fragile, inflation is abave international levels, and the black market foreign exchange
premium has not been eliminated. Even mere disturbing is the fact that the average macroeconomic policy
stance in 1991-92 deteriorated from the policy stance computed for 1990-91, using in both cases the
revised data set for both periods to make the comparison (table 17). In 1990-91, thirteen countries were
classified as having poor or very poor macroeconomic policies, whereas by 1991-92, sixteen countries
classified as poor or very poor. Five countries (Kenya, Madagascar, Malawi, Mali, and Togo ) fell from
fair to poor or very poor, primarily due to a deterioration in their fiscal and exchange rate policies.
Nigeria, Rwanda, and Zimbabwe dropped from poor to very poor. Only two countries moved up:
Burkina Faso and Mozambique. Malawi's drop from fair to very poor is parnally explained by the
drought in Southern Africa and the large decline in donor assistance in 1992. The drought led to a large
fall in GDP and higher expenditures for food, both of which contributed to a substantial decline in the
overall fiscal deficit as a share of GDP . The drought also-undermined some of the policy improvement .
efforts made by a few of the other countries. Zimbabwe, for example, was also strongly affected by the

- drought. While weather is clearly one factor that explains some of the deterioration, it is only one factor.

As of 1992, there had been no real turnaround on the policy stance, showing how difficult the reform -
process is and how easily i its i is derailed or undermined by external and internal factors.

53. The mdlcator of overall macroeconomic policy stance glves equal weight to the mdlcators
of exchange rate, monetary and fiscal policy stance.. However, the information from cross-country
regressions may provide some guidance as to what may be a more appropriate set of weights. According
to the regression presented in Table 11, the index of exchange rate policy has the largest coefficient,
followed by fiscal policy, with the coefficient of the monetary policy index much smaller and far less
significant. Although the coeffficients relate to the impact of the change in policy rather than to the policy
stance per se, they represent a useful starting point for constructing a more appropriate set of weights.
According to the regression, exchange rate policy would carry a weight of 51.5 percent, fiscal policy 36.7
percent, and monetary policy 11.8 percent. Table 18 shows how countries rank using the set of weights
derived from the regressions. Based on the 1991-92 data, changing the weights causes six countries to
shift category: four (Burkina Faso, Burundi, Mauritania, and Senegal) drop from fair to poor, and Central
African Republic from poor to very poor. Recomputing the stance with the regression-based weights for
1990-91 and comparing it to the 1991-92 index computed in the same manner also shows that there has
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‘Table 17. Overall Mécroeconomic Policy Stance, 1990-91 and 1991-92

Soum Tublu A8, A7 and AB

From Adjustment in Africa data Based on revised data
" 1890-91 L 1990-91 1991-92
Adequate Macroeconomic Policy Stance ' '
' Ghana et The Gambia ¥  The Gambia bt
Falr Macroeconomic Policy Stance
~ Burkina Feso . Burundi ***  Burkina Faso -
Burundi e Ghana == Burundt i
. Gabon e Kenya «*  Ghana i
Kenya e Madagascar ***  Mauritania el
Madagascar hisd Malawi ‘ ***  Mozambique e
Malawi e Mali . M Niger i
Mali i Mauritania **  Sanegal i
Mauritania whe Niger “*  Tanzania -
Nigaria e Senegal e Uganda ore
Senegal - . Tanzania e -
. The Gambia e Togo il
Togo e Ugenda e
~ Uganda -
Poor Macroeconomlic Policy Stance
Benin Benin ** _ Benin -
Centrat African Rapubﬂc i Burkina Faso **  Central African Repubic b
Niger - Central African Repubﬁc b Gabon -
Rwanda » Gabon e Madagascar -
Tanzanla .- Nigeria i Mak .-
Zimbabwe - Rwanda o Togo bl
: Zimbabwe " :
Very Poor Macroeconomic Policy Stance
Cameroon o Congo . . Cameroon .
Congo . Cote d'lvoire - Congo d
Cote d'lvoire * Cameroon * . Cote divoirs d
Mozambique * Mozambique * Kenya *
Sierra Leone . Starra Leone * Makewi *
Zambia * Zambia * Nigeria *
" Rwanda -
Siema Leone *
Zambia .
Zienbabwe i
Notes: The namow defintion of he facel denici was usﬁ in the Mmlmlntlﬁm study for Ehana.
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‘Table 18, Overall Macroeconomic Policy Stance Using Different Weights

Policy Index using Policy index using ‘ Policy Index uslng‘

original equal weights regression based weights ragression based welghts
(Revised data, 1991.92 stance) {Revised data, 1891.92 stance) . {Revised data, 1980-91 stance)
Adequate macroeconomic policy stance
The Gambla B The Gambla ‘ gate The Gambia aeee
Falr macroeconomic policy stance ‘ ‘ ‘
Burkine Faso e Ghana ‘ : e Burundi : e
Burundi - ‘ b Mozambique : e Ghana T e
Ghana ‘ ah Niger . ‘ .o Kenya b
Mauritania ‘ s Tanzanla : ‘ e Madagascar ane
Mozambique e Uganda e Malawi e
~ Niger ‘ b Niger b
Senegsl e Uganda e
Tanzania o e ‘ \ : ves

Uganda ‘ e

Poor macroeconomlc pollcy stance : ‘ ‘ ‘
. Benin Benin b Benin .

Central Afrcan Republlc Lo " Burkina Faso ‘ . bl Burkina Faso . b
Gabon b Burundi : Coom . Gabon ‘ "
Madagascar .- . Gabon o b Malt b
- Mali _ e Madagascar - Mauritania o
Togo ‘ 4 Mall . ‘ . Nigaria ‘ i
‘ : ‘ Mauritanla = o - Rwanda R
Senegal ‘ . . Senegal o
Togo o Lo Tanzania o
‘ Togo o

Zimbabwe ‘ “'

Vary Poor macroeconomic policy stance

Cameroon * Cameraon . Cameraon *
Congo . Cenlral African Republic . Central African Republic .
Cote d'lvoira . Congo . Congo .
. Kenya ‘ . Cote d'lvoire * Cote d'lvoire .
Malawl . Kenya * " Mozambique *
Nigeria . Malawi ¢ Slarra Leona ¢
" Rwanda . Nigeria . Zambia- *
Slerra Leone . Rwanda .
Zambia * Sierra Leone *
Zimbabwe ¢ Zambla ¢
‘ Zimbabwe *

Nole: Policy ranking based on fiscal, monetary and exchange rale policy scores reported In lable A3
The regression based weights are 36.7% weight for fiscal policy a 11.8 % welght for monetary policy
and e 51.5% welght for exchange rate policy. These welghts are derived from regression Ji In table 11.



been a deterioration in country policy performance. Four countries (Burundi, Kenya, Madagascar, and -
Malawi} drop from the fair category to the poor or very poor category, while two countries (Mozambique
and Tanzania) move up from poor or very poor to the fair category. Three countries (Nigeria, Rwanda

. and Zimbabwe) drop from poor to very poor. Three countries shift categories in the equally weighted
index that do not shift categories in the regression-weighted index, while two countries shift categories in
the regression-weighted index and act in the equally weighted index. Seven countries shift in both indexes.

Clearly the weighing scheme does make a difference for a few countries. but the general trend is the same
for both. '

54, We can also use the regression-based weight to reweight the index of macroeconomic

policy change (table 19). Five countries would change categories: Nigeria and Uganda would move from

the small to the large improvement category and three countries would move from the deterioration

~ category to the small improvement category (Mozambique, Rwanda and Sierra Leone). However, two
countries (Central African Republic and Senegal) would show a deterioration in policies. The weighting
scheme provides a slightly more positive view of the extent of policy change, but it does not, of course,

“change the results of Regressions II-V (presented. in table 11) relating macroeconomic policy changes to

- growth, since the regression coefficients were derived by regressing the indexes of exchange rate, fiscal

and monetary policy changes on the change in GDP growth.

Conclusion

55. These results demonstrate that getting the real exchange rate right and reducing the fiscal
deficit to close to zero should be the top priority for restoring growth. Countries that significantly reduced
‘the black market premium (by devaluing), and reduced their budget deficits enjoyed the biggest payoffs.

It is important to point out that these two policies need not be inconsistent: there is a positive correlation
between improvements in exchange rate policy and fiscal policies as the contrasting experience of the CFA
and non CFA countries during the period 1987-92 also demonstrates. In this light, the devaluation of the
CFA franc in January 1994 represents a real opportunity for the CFA franc zone countries not only to
iimprove their fiscal performance, but also, and even more importantly, to restore growth.

56. . Having made real progress on the exchange rate front, countries need to focus their
reform efforts on sustaining the progress made thus far, and in particular to pay increased attention to
improving their fiscal position. The budget deficit is still unsustainably high in many countries—around 9.8
percent of GDP in 1991-92—and grants still play a large role. The challenge will be to reduce the budget
deficit in ways that are consistent with poverty reducing growth: hence the need to focus on reorienting’
public expenditures to the essential tasks of government, especially that of insuring the provision of basic
~ social services. Two areas of concern that are not immediately apparent are implicit subsidies to public
enterprises, which continue to be large in the few countries for which such data are available, and costs of -
banking sector restructurings that uitimately are absorbed by the budget. Reform in these areas are likely
to be unponant to ensuring the long-term sustamablllty of the fiscal reform efforts. -

57. Policy reforms undertaken thus far have paid off in raising growth rates. But the level of
growth is still too low to sustain rapid rates of poverty reduction. The increase in growth thus far seems to
have come largely from more efficient utilization of existing capacity, rather than from new investment. .
The challenge for countries is to persist with the reforms implemented to date and to continue to advance
towards the policy frontier. This will enhance the credibility of the reform process and help to convince
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Table 19. Change in Overall Macroeconomic Policy,
1981-86 to 1987-92 Usmg leferent nghts

Policy index using ' ' Pollcy index using

original equal wenghts _ regression based weights
Larga Improvement in Qverall Macroeeonomlc Policy -
Ghana ' 1.8 Tanzania 26
Tanzania _ 18, Ghana . 2.1
. Gambia, The : 1.5 Gambia, The - 1.7
~ Burkina Faso 13 - Nigeria 17
Madagascar 12 ' Zimbabwe , 18-
Zimbabwe , 1.0 ~ Madagascar 1.5
o : Uganda : 1.3
" Burkina Faso 12
Small lmprovement in Overall Macroeconomic Policy ' : :
Niger 0.8 Burundi , - 08
Uganda o 0.8 .- Malawi - 0.8
Burundi ' 07 - Mauritania @~ : 0.7
Mauritania : 0.7 - Niger ' - 07
Nigeria : , 0.7 Kenya : : B 05
Malawi 0.5 ' SierraLecne , 0.2
Mali : - 05 ‘Rwanda : -0.2
Senegal . 08 - Mozambique , 01
Kenya - 03 ;
Central African Republic - 0.2
Togo , - 0.2
No Change or Detonoratlon m Overall Macroeeonomu: Policy
_ Benin 0.0 , Mali 0.0
Rwanda . 0.0 _Central African Repubhc B 0.0
Sierra Leone - 02 Senegal _ _ 01
Gabon 05 - Togo o - 0.2
Zambia ' 0.7 Benin : 0.3
Mozambique _ -1.0 - Zambia ' 04
Cameroon - 12 - Gabon : 09
Congo -1.2 Congo : . -186
Cote d'lvoire ™~ . -1.3 - Cameroon , -2.0
: ' -~ Cofte d'Ivoire S -20 ,

Note: Policy rankmg based on fiscal, monetary and exchange rate policy scores reported in table A2
The regression based weights are 36.7% weight for fiscal policy a 11.8 % weight for monetary policy
and a 51.5% weight for exchange rate policy. These weights are derived from regression Ii in table 11.
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investors that the changes made are durable ones, thus providing a more favorable investment climate. As
the results here demonstrate the reform pracess is fragile. The reforms undertaken to date are a good
start, but more remains to be done to put in place the macroeconomic conditions necessary (though
certamly not sufficlent) for broad-based, sustainable growth.
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- Annex A: Updating Adjustment in Africa

. Toupdate Adjustment in Africa we obtained the 1992 data nceded to-construct the macroeconomic
policies indexes. In addition, many of the data prior to 1992 were also revised to reflect newly available
information. The revised data used in assessing country performance arc presented in the statistical tables
comprising Annex B, Changes in the results obtained in the original study stem from revisions to the
economic data as well as changes in policies and outcomes that occur due to the inclusion of the 1992 data, - .
The two effects can be differentiated by recomputing the indexes over the same period covered by the original
study (1981-86 to 1987-91 for the index of macroeconomic policy change and 1990-91 for the stance) and
comparing the new results to those in the original study. Any change in the results in this case will the result
of data revision. The next step is to compare the indexes calculated for the period (through 1991) covered by
the original study based on the revised data with the indexes calculated through 1992. The change in policy is -
computed by comparing the change in the average policy stance from 1981-86 to 1987-92 while the policy

- stance is computed over the 1991-92 period. Differences in the 1991 and the 1992 end year indexes reflect

- changes in pohcy , , ,

- Data on macroeconomic.outcomes in 1992 and revised data for pnor years were e also obtamed.
These data are also presented in Annex B. -

- L Changes in Overall Macroeconomic Policies

~ Table A.1 compares overall macroeconomic index based on the following sets of data: (1) data used
in the original study for the periods 1981-86 and 1987-91; (2) revised data, for the periods 1981-86 and :
1987-91; (3) revised data, for the period 1981-86 and 1987-92. More detailed information on the calculation
of each of these indexes is presented in Tables A.2-A.4. As a result of revisions in the underlying policy data,
the overall macroeconomic policy scores of three countries in the study were revised for the periods 1981-86
- and 1987-91. As shown in Table Al, data revisions resulted in the movement of Madagascar from the small
improvement category to the large improvement classification. Benin and the Central African Republic '
moved from the deterioration to the small improvement category. Togo had been erroneously classified in

Adjustment in Africa as in the deterioration category; with the corrected score of 0.2, it moved into the small
improvement category. ,

: With the addition of the 1992 data, two other countries expenenced changes in the overall policy -
score that resulted in changes in the country classification. The policy performance of Benin and Nigeria '

falls, from little improvement to deterioration in the case of Benin, and from large improvement to small
1mprovement in the case of ngena. _

The followmg sections examine how countries fared in the three componenrs—ﬁscal monetary and
exchange rate pohcy—that make up the overall index of macroeconomic change

A. Changes in Underlying Fiscal Pohcy
As pomted out earlier, the fiscal policy score is measured by the change mn the overall fiscal deficit,

excluding grants, with a change in total revenue modifier being added. While the underlying fiscal deficit -
numbers themselves show many revisions, only in the case of Madagascar and Zambia do these revisions
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result in a change in the fiscal policy score.! Madagascar's fiscal policy score changed because of downward

revision to the estimates of the overall fiscal deficit. In the case of Zambia, the estimatcs of the change in
total revenuc have been revised downwards, As a result of this revision, Zambia now receives a negative
revenue modificr for its revenue collection cfforts,

‘With the addition of the 1992 data the fiscal policy scores of scven countries have been revised: four
countries show an improvement in fiscal policy (the Gambia, Mauritania, Niger and Tanzania) and three
~ countrics show a deterioration in fiscal policy (Congo, Malawi, and Mozambique). Without exception, all of
the changes in the fiscal policy scores result from changes in the ovcrall ﬁscal deficit and not from the
revenue modifier. : : :

‘B. Changes in Monetary Policy

Thc score for monetary policy is composed of the average of the score for the change in scignorage
-and the score for inflation,” As was indicated in the paper, the estimates of seignorage used in the study are
corrected for increases in the real demand for money. Revisions to both the money aggregates as well as real -
GDP will therefore affect the estimates of scignorage. The monetary policy score of five countries changed
as a result of revised data with the monctary policy scores of two countrics (Benin and Mauritania) revised
~ downwards and the scores of three countries (Burundi, Cameroon, and Zambia) revised upwards. In the case
“of Benin, both the estimates of seignorage and inflation were revised. The estimate of scignorage was
revised downwards, improving the score, while the revised estimate of inflation was revised upwards
~ (inflation did not fall as much as original data indicated) with the impact being a deterioration in the score.
The score on seignorage outweighs the inflation score with the result being an improvement in the monetary
- policy score for Benin. For Burundi, estimates of seignorage were not available in the original study. With
the revised data, however, estimates of seignorage were obtained and they have a positive impact on the
- monetary policy score. The seignorage estimates for Zambia were revised downwards with the results being
" apositive impact on the monetary policy score. In addition to Benin, the inflation scores of Cameroon and
Mauritania were revised. Cameroon's inflation rate was revised downwards, with a positive impact on the .
score, while the Mauritania's was revised upwards, with a negatwe impact on the score, -

The addition of 1992 data op sei gnorage and mﬂauon changed the monetary policy score of five
countries. With the exception of Nigeria, all of these changes had a positive impact on the monetary policy
~score. Cameroon had an improvement in its seignorage score as did Gabon, which also had an improvement
" in its inflation score. Niger and Uganda also had an improvement the inflation score. Nigeria, on the other
~ hand, saw a deterioration in both its seignorage and lnﬂatlon score. This is cons:stent with the monetization
- of the increase in Nigeria's fiscal deficit.

! In the case of Ghana, Ad]ustmcnt in Africa used the narrow deﬁmhon of the deficit while this
paper u uses the broad definition.

2 In the original study three measures of inflation were intermixed: the CPI deflator, the GDP
deflator and the personal consumption deflator. The revised data only uses the CPI defiator and the
GDP deflator. Since indicators in this paper only use data from 1980 onwards, the lack of data
availability for the 1970s is not a problem. In Adjustment in Africa, if the CPI was not available for
the period 1970-91, the PC deflator was used. In this paper, if the CPI deflator was available for the
1980s, it was used, otherwise the GDP deflator was uscd. ,
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C. Exchange Rate Policy

As noted carlicr, whether the exchange rate policy score is a composite of the change in real effective
cxchange rate and the black market premium depends on the country's cxchange rate regime.. For the non-
CFA countrics, the exchange ratc policy score is the average of the two while for the CFA countrics. Only
the rcal exchange rate enters into the exchange rate policy score. The real exchange data comes from two
~ sources: from the World Bank's Africa Region for the countries in the CFA franc zone and from the IMF for
all other countrics. Change in the real exchange rate can come from revisions to domestic or foreign inflation
rates as well as revisions to the trade weights used to compute the index.

~ With the revised data, six countries experienced a change in their exchange rate policy score. Two
countries (The Gambia and Zambia) experienced a negative change to the score while four countries (Benin,
Burkina Faso, Central African Republic and Gabon) expcncnced a positive chauge to the exchange rate
score. Only in the case of The Gambia did data revisions result in a change in the black market premium
- score. All other changes were due to revisions in the real cffectwc exchange rate.

With the addition of 1992, 'two countries (T he Gambia and Rwanda) experienced an improvementin .
the exchange rate score while two countries (Benin and Kenya) suffered a deterioration in their exchange rate
score. ,

IL. Changes to the Overall Macroeconomic Policy Stance

Table A.5 compares the overall macroeconomic policy stance, computed as follows: (1) original data,
for the period 1990-91; (2) revised data, for the period 1990-91; (3) revised data, for the period 1991-92. :
Tables A.6-A.8 provide information on the fiscal, monetary and exchange rate stance uscd in calculating each
of indexes.”  The overall macroeconomic policy stance in Africa did not change significantly as a result of data
revisions to the underlying policy data. Three countries moved up in the policy rankings (The Gambia, Niger,
and Tanzania), while four countries moved down ( Burkina Faso, Gabon, Ghana and Nigeria). As will be
seen in the next section, the changes in overall rankmgs due to data revisions stemmed mainly from revised
ﬁscal and real interest rate data.

The policy stance m,the sample countries deteriorated in 1991-92 period compared to the 1990-91
period. Seven countries dropped in ranking and only two countries increased in ranking. While thirteen
countries were classified as having a poor or very poor policy stance in 1990-91, using the 1991-92 period,
this number increased to sixteen. While two countries showed improvement—Burkina Faso and Mozambique
moved from the classification of poor/very poor to that of fair, Kenya, Madagascar, Malawi, Mali, and Togo
dropped from the fair to the poor/very poor categories. Nigeria, Rwanda and Zimbabwe moved from poor to
very poor. The majority of the countries changed categories because of changes in fiscal and exchange rate
policy. Changes in monetary pohcy did not, for the most part, have any unpact on the classification of the
sample countries. ,

A. Changes in the Fiscal Policy Stance
The fiscal pdlicy stance, measured as the overall fiscal deficit, including external grants, was also -

subject to data revisions. The ranking of fiscal policy for eight countries changed with the revised 1990-91
data. In five cases, the fiscal policy stance deteriorated, while in three cases it improved. ,
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- With the 1992 data, seven countries expericnced a decline in the fiscal policy stance while four
- countries improved their fiscal policy stance. Overall, the fiscal policy stance in the sample countries is poor.
In the 1990-91 period, in 17 countries fiscal policy is classified as poor or very poor. Four additional
countries move into these categories with the inclusion of the 1992 data. Ghana, Malawi, Madagascar and
: Togo had been classified as have a fair or good fiscal stance in the 1990-91 period and arc now are classified
in the lower two catcgones Conversely, only Burkina Faso nmprovcd its ﬁscal policy stance in the 1991-92
period by moving into the upper two categones

B. Changes in the Monetary Polu:y Stance

Almost all the data revisions to the monetary policy stance came through the -rcal_intcreSt ratc
indicator, as the 1991 real interest rates were calculated using expectedrinﬂation (1992 inflation data) instead
of actual inflation in 1991 as in the original study. Two countries improved a category: Congo and Tanzania,

while six countries dropped a category: Central Aihcan Republic, Gabon, Ghana, Kcnya ngerla and
Uganda, ,

~ The 1991-92 period showed a deteﬁoration in the monetary policy stance. Eight countries were
classified as having a poor or very poor monetary policy stance in the 1990-91 period. This number
increased by one with the inclusion of the 1992 data. Madagascar dropped into the lower two categories as a
result of a deterioration in the selgnorage indicators. Three other countries fell by one category, wblle one
country unproved.

- C. Cllanges in the Exchange Rate Policy Stance _

The exchange rate policy stance was fairly robust to data revisions. In only three cases did the
exchange rate policy stance change with data revisions. The Gambia, Madagascar and Mozambique had
revised information on their parallel merket exchange rate premium, which resulted in a shift in category.

None of the exchange rate policy stances in the CFA countries changed with the inclusion of 1992
data. For the non-CFA countries, however, three countries improved their exchange rate policy stance by
reducing their premmm and six countries experienced a decline in their exchange rate policy stance with the
widening of their premmm. Overall sixteen countries were classified as having a poor or very poor exchange
rate policy stance in the 1990-91 period. This number increased to twenty with the 1991-92 data. The
majomy of the countries in these lower two categones are CFA countnes '
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Table A1. Revisions and Changes to the Overall Macroeconomic Policy Score

Original data _ ‘ . . _Revised data
Change In policles, 1981786 {o 1987/01 " [Change In policles, 1881/86 to 1987/91 | [Change in poficies, 1981786 to 1087/92
Large Improvement in Overall Macroeconomic Pollcles ‘ ‘

-gy—

Ghana 22 Ghana 1.8 Ghana

Tanzania 1.6 Tanzanla 1.5 Tanzania 1.8

Gambia, The 1.2 Burkina Faso 13 Gambia, The 15

Burkina Faso 1.0 Madagascar 1.2 Burkina Faso 13
" Nigeria 1.0 Gambia, The 1.0 Madagascar 12

Zimbabwe 1.0 Nigerla 1.0 Zimbabwe 1.0
‘ Zimbabwe . 1.0 - ‘ ‘

Small improvement in Overall Macroeconomic Pohcias ‘ ‘
Madagascar 08 Malawl 0.8 Niger 08
Malawi 0.8 Burundi 0.7 Uganda 0.8
‘Burundi 0.5 Kenya 0.5 Burundi 0.7
Kenya 0.5 Mall 0.5 ~ Mauritania 0.7
Mali 0.5 Senegal u5 Nigeria 0.7
Mauritania 0.5 Benin - - 0.3 Malawi 05
.Senagal 0.5 Mauritania 03 Mati . 05
Niger 03 Niger 0.3 Senegal - 05
Togo 0.2 Central African Republic - 0.2 Kenya 0.3

" Uganda 0.2 Togo 0.2 Central African Republlc 0.2
‘ " Uganda 0.2 Togo 02
Deterioration or no Change in Qverall Macroeconomic Pollcles . ‘
Benin . -0.2 Rwanda 0.2 Benin 0.0
Central African Republic -0.2 Slerra Leone -0.2 Rwanda 0.0
‘Rwanda ' -0.2 Mozambique 0.7 Sierra Leone -0.2
Slerra Leone -0.2 Zambia 0.7 Gabon -0.5
Zambia -0.3 .Congo -0.8 Zambia 0.7
Mozambique -0.7 Gabon -0.8 Mozambique -1.0
Congo 0.8 Camaroon -1.3 Cameroon -1.2
. Cote d'ivolre -1.3 Cote d'lvoire -1.3 Congo -1.2
* Cameroon 15 Cote d'lvoire -13
Gabon 1.5 ‘

A score of 1.0 or more reflects a large improvemenl in macroeconomic policles. Oto1.0,a small lmprovemenl and 0 and below, a detenorabon

Source Tables A2, A3 and A4,
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Burkina Fam 0.3 -08 1 41 4
Burundl 2.1 -10 ] 0.4 3
Camaron 41 10 1 «104 2
Caatral M’rkan Republic -2 -11 1 Jd10 1
Congo "7 07 0 1.0 -1
Cata divoira 19 -18 1 =28 -2
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Qumbla, The ar 04 0 2.4 2
CGhana \a 0 49 -8 i 2.4 3
Kanya 0 £2 1] ¢ 42 3
Madngasear 1 or [-1] ] 351 )
Malawi 1 0.4 o8 0 LE] 1
Mali .3 1.7 -28 -2 4.7 of
Mauritania 2 18 L5 0 1.2 3
Mozambique 3 02 - 00 405 3
Niger 0 A5 o1 i QU] 1
Nigeria 0 kN4 21 2 128 3
Kwanda | 05 o1 ] 1.7 2
Seneqa) 2 0.4 48 1 122 -2
Blnn lzone i 04 03 ] A 3
Tanaanla ] 1.5 24 -2 -S4 3
' 0 42 -27 H 42 0
Ugaada 0| - 2.7 00 48 3
Zambia A 5S4 09 .0 T80 2
Zimbabwe [ 55 (K] - 43 3

Table A4, Change In Macrosconomic Pollcles, 1981-88 to 1687-02
{Updated and revised data)
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Table AG. Overall Macroeconomic Policy Stance

Onginal data ‘ ‘ —_Revised dala
Policy Stance, 1990-91 ' olicy Stance, 1890-81 ] {Poilcy Siance, 1991-92

Adaquate Macrosconomic Policy Stance ‘ ‘ ‘ ‘
Ghana 1.2 ~ Gambia, The ‘ 13 Gambia, The 13

Fair Macmeconomrc Pollcy Stance ‘ ‘ ‘ ‘ ‘

Burundi 1.7 Uganda - C 18 Tanzania 20
" The Gambla , 18 Ghana ‘ 1.9 . Burkina Faso 22
Madagascar ‘ 18 Burundi ‘ 20 ‘ Ghana 22
Malawi - ‘ ‘ 1.9 Meadagascar 20 Mauritania 22
Burkina Faso 20 Malawi 20 Niger 22
Kenya 0 Kenya - 22 ‘ . Senegal 22
Gabon Cad : Mauritania .22 Burundi 23
. Mauritania - .22 Niger C 22 Mozambique 23
* Senegal 2.2 - Senegal ‘ 22 Uganda 23
Togo ' ‘ 22 Mali S 23 - ‘
Mall ‘ 23 Tanzania ‘ 23
Nigeria ‘ , 23 ’ Togo o . 23
Uganda C 23 . o ‘ :

Poor Macroeconomic Policy Stance ‘ : ‘ ‘ K
Central African Republlc 24 Burkina Faso . 24 Benin 24
Niger 28 ‘Benin 26 Mali 24
Beriin ‘ 2.7 -~ Gabon 286 - Gabon 26
Tanzania - ' 27 Nigeria ‘ 26 Madagascar 27
Rwanda o - 28 Rwanda 26 Togo 27

. Zimbabwe 29 Zimbabwe ‘ ‘ 28 CentralAfncanRepubhc‘ - 29
‘ Central African Republie 29

Very Poor Macroeconomic Pollcy Stance ‘ o ‘ ‘

Cola d'lvolre ‘ 3.1 Congo ' ‘ 31 Cote d'Ivoire 3.1
Cameroon : 3.2 © . Cote d'Ivoire K B Malawi 31
- Congo ‘ - 33 Cameroon ‘ 3.2 Cameroon 3.2
Mozambique ‘ - N 4 Mozambique 33 Congo 32
Slerra Leone 4.0 . Sierraleone 4.0 Rwanda 32
Zambia 40 Zambia S 40 Kenya 33
S Zambia a3

Zimbabwe 33

'Nigeria - 36

Sierra Leone 37

A score of less than 1.4 is considered adequate; 1.4 (o 2.3, fair, 2. F0 30, poor; and 3.0 and abave, very poor.
Source: Tables A8, A7 and A8. ‘
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Table AS. Components of Macroeconomlc Policy Stance, 1990-91

Source; Authore' calculations.

Note: Flscal poficy stance: A fiscal deficit graater than -1,8 percont was given a score of 12 from -1.5 to 3.5, a seora of 2, from -3.510 -7, 2 scoms of 3; less than -7. a scors of 4,
Monetary poficy siance: Seignoirage less than 0.5 was given a score of 1; 0.51t0 1.5, ascore o 2; 1.510 3, a scome of 3; greater than 3, a score of 4. inflafion less than 10 was given a score ol 1; 1010 25,
ascore 0f 2; 2510 50, a score of 3, grealer than 50, a score of 4. A real nteresi rete betwean Jand Jwasghvenacoreof 1,307 or Jlo-7, ascormof 2 guwmm--mds.amua. Tass than <15, 8 scors of 4.
Tha overalt menetary policy score |5 a simple avaraga of the saignoirags, Inflation and real interast rale score.
Exchange rete pollcy slanca: A premium of less than 10 was givena score ol §; 101030, ascors of 2; 201050, ascore oA 3; memao.nmw AREERdelrlmwmnmnlmdl

\a Ghana - Narmow deficit definition.

"201t040, 8 scoreof 2; 61020, a score of 3; less than 5, a scorsof 4,
" The overall macroaconomic poltcy

score is the average of the Mnl monetary lndcxahmoﬂ!apoﬂq scores,

‘from Adjustment in Africa)
— Fiseal poli Monatary Poli Exchange rate poli ‘ Oveniil
Onnum-'r Fial e TRg ‘ Moretary | Parallel market nge real . | Exehangs | macreecoeeeie
balancs including | policy Scimmiorsge . - Inflation Bealintcrestrate | policy exchange rate effective exchunge nate nte policy
Country granta (% of GDP) | score | Percent  Scors Percent  Score Percent  Score]l score | premium (percent) since 1880 (percent) acore
Benin Y X: 3 2.7 3 0.1 1 86 2 b1 10.8 3 3 27 Benin
- Burkina Faso 3.4 2 -0.1 1 19 1 26 1 10 10.3 3 3 20 Burkina Faso
Burundi -3.3 2 8.0 ] : 10 20.9 2 ‘ ‘ 2 17 Burundi
Camercon -8.8 4 0.0 1 05 - 1 87 3 17 -18.0 4 4 az Cameroon
Centrat African Republic 6.5 3 -0.6 ] 0.3 1 68 2 13 91 3 3 24 [Contral African Repubhc
Congo : .7 4 08 2 03 1 87 3 20 9.2 4 4 33 Congo
Cote d'Ivoire -13.0 4 04 . 1 08 1 64 2 13 28 4 4 a1 Cote d'Ivvire
Gabon -1.8 2 02 1. 82 1 87 2 13 78 3 3 21 Gabon
The Gambia 2.7 1 18 3 10.4 2 3z 2 23 213 2 2 18 The Gambia
Ghana \a . 09 1 04 1 27.6 3 28 1 17 84 1 1 12 Ghana \a
Kenya -3.8 3 18 3 13.3 2 10 1 20 1.3 1 1 20 Kenya
Madagascar -5.1 3 1.5 2 6.5 1 } 15 7.1 1 1 1.8 Madagascar
" Malawi 25 2 10 2 12.2 2 08 1 17 294 2 2 18 Malawi
Mali 4.3 3 0.6 1 83 1 28 1 10 108 3 2 23 Mali
Mauritania 0.9 1 1.1 2 68 1 15 166.6 4. ‘ : 4 22 |Mauritania
Mozambique 5.0 4 383 3 ; 30 62.6 4 4 1z Mozambique
Niger 1.3 ] -0.7 1 43 4 180 3 | 47 280 2 2 28 Niger
Nigeria 4.5 3 29 a2 10.2 2 LT 1 20 25.1 2 ‘ 2 .23 Nigeria
Rwanda 1.0 3 | 08 2 1.9 2 99 3 23 478 3 3 28 Rwanda
" Senegal 11 1 08 1 0f7 1 89 3 17 ‘ 40 4 -4 22 Senegal
Sierra Leone 1.7 4 62 [ 106.8 4 807 4 40 104.4 4 4 40 Sierra Leone
Tanzania -0.9 1 7.6 4 21.0 2 a0 145 4 o 4 27 Tanzania -
" Togo . 33 2 14 2 1.0 1 .59 2 w | ‘ 8.7 . 3 a 22 Togo
Uganda -4.1 3 ‘ 32.2 3 29 4 20 2¢6 2 2 23 Uganda
Zambia -8.5 4 40 4 101.8 4 40 | 149.7 4 4 40 Zambia
Zimbabwe -8.3 4 28 3 208 2 2125 3 27 215 2 2 28

Zimbabwe
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Table A7. Components 6! Macroaconomic Pollcy Stance, 1990-91

(Updated and revised data)
[ Flealpalicy Meonetary Folicy Exchanye rate peli “Overall
) *ra i - Menatary | Paratle] markat _Tdnﬁﬁﬁ Exchangs | sacveconcmic
, balance including | policy Selpnjorage Inflation. Bn]_mumj_nu policy exchange rate effective axzhange rate rate poticy
Countyy granla (% ofGUP) | score | Percent re_ Perccnt  Scoze  Percant ral__score | premium (purgent) ince 1980 ) ; scxe ‘
Benin 5.2 3 27 3 1.7 M 12 1 1.7 } 16.2 3 3 28 Benin
Burkina Faso 43 a 6.2 1 08 1 6.8 2z 13 13.4 3 .3 24 Burkina Faso
Burundi o -5.1 3 80 1 10 210 2 ‘ 2 20 Burundi
Cameroon 8.3 4 03 1 3.8 H 80 3 17 : 245 4 4 32 Cameroon
Central African Republic . 0.5 4 0.6 1 B K| 8 9.6 3 1.7 122 3 3 29 Central African Repubhc
Congo ‘ -10.1 4 1.1 2. 22 1 a1 1 13 .18 4 4 31 Cango
Cote d'Ivoire ‘ -13.7 4 02 1 0.5 LK 43 2 1.3 .16 4 4 31 Cate d'Ivoire
Gabon 4.6 3 02 1 4.0 1 144 3 17 B 8 | 3 3 1 Gabon
Gambia, The \ 2.7 ! 19 3 104 2 2.7 1 20 22 1 ‘ 1 13 Gambia, The
Ghana a\ - A28 2 | 07 2 27.7 3 10.2 3 27 34 1 1 19 Ghana a\
Kenya ‘ 4.9 3 2.1 3 17.7 2 25 73 1 1 22 Kenya
Madagascar .28 2 1§ 2 10,2 2 | 20 190 2 2 20 ' |Madagascar
Malowi : 28 2 1.3 2 122 2 4.4 2 20 294 2 : 2z 20 Malawi
Mali ‘ 6.1 3 0.7 1 3.0 1 28 " 1.0 92 3 3 23 Mali
Mauritania 0.7 1 1.0 H 8.3 [ ] -4.3 2 1.7 1666 4 4 22 " |Mauritania
Moz2ambique 8,6 4 38.9 3 30 462 3 3 33 Mozambique
Niger 6.0 3 0.6 1 4.3 ] 140 2 17 ‘ 29.1 2 2 22 Niger
Nigeria . 8.2 .3 28 3 10.2 2 1.3 3 27 251 2 2 28 ' |Nigeria
Rwanda } 6.9 3 | 03 1 11.9 2 57 2 17 4756 3 ‘ 3 28 Rwanda -
Sencgal 0.4 1 0.9 1 0.7 1 8.0 3 B ¥ 2.5 4 a4 22 Senegal
Sierra Leone ‘ 13 4 6.8 4 106.8 4 -35.1 4 40 1044 4 4 40 Sterra Leone
Tanzania : 0.7 1 ‘ 21.0 2 ‘ 20 745 4 : ‘ 4 23 Tanzania
Togo 3.3 2 1.8 3 0.7 1 .. 61 2 20 10.1 "3 3 23 Togo
Uganda b\ -0.9 1 . 306 3 5.7 2 25 | 246 2 2 18 Uganda b\
Zambia 8.4 4 3.8 4 105.6 4 -44.0 4 40 1496 4 4 40 Zambia
Zimbabwe -8.5 4 2.7 3 . 204 2 285 238 2 2 28 Zimbabwe

Source: Authers calculationa. ‘
Note: Fllulpo!i:ylum Anscaluendlqumrmm-l5pm¢n|w..sgmnlmon from ~1.5 lo 3.5, 8 score of 2; from 3.5 to -7, & scova of 3; less than .7, ncorlou :

Monelasy policy stance: Seignoirage lass than 0.5 was given ascora of 1; 0.510 4.5, 8 scora of 2; 1510 3, ascore of 3; grealer than 3, a score of 4, Infiaion lass than 10 was given a score of 1; 1010 25, )
ascomof 2; 251050, a scorn of 3; greater than 50, ascore of 4, Amlhcnlnl-bo!wm:and 3was givena scors of 1, 3o 7 or -5to .7, & scors of 2; graater than 7 of -7 K -15, 8 score of 3; Jass than -1s.ucnrau:l.
mnwnnmwypoﬁqmluslmphwuhlw inflation and real interest rate score.

Exchange rale poficy stance: A premium of lass than 10 was given a score of 1; 10 lo 30, a score of 2; 20 to 50, -mcla. greater than 50, a scors of 4. AREERdmutumuqulmew

2010 40, @ score of 2; & o 20, a scove of 3: less han 5, a score of 4.

The overall macrosconomic palicy scora is the average of tha fiscal monetary snd exchange rate poficy scores.

\a Ghana - Namow deficit definition,



Tabls A8, Componants of Macroeconomle Policy Stance, 1891.92

(Updalnd ard revised data)
Fiseal poli : _Mouelary Policy Excha:
Overall fiscal Fiseal ‘ Monetary | Paralle] markat Change in the rea) Eachange

‘ balance including | policy Seigniorage Inflation Reallnterestrat | policy exchange rate effective exchange rate nate
Country grants (% ofGDP) | score | Percent _ Score Percent reent  Score]  score | premfum (percent) since 1980 (percent) policy score
Benin -6.1 3 1.4 2 6.0 1 27 { 13 124 3 3
Burkina Faso 2.7 2 0.1 1 03 1 8.1 3 7 148 .3 3
Burundt : +6.1 3 6.8 1 1.0 © 452 2 3
Cameroon ’ .12 4 1.1 1 0.1 1 95 3 17 o 314 4 4
Central African Republic -10.1 4 0.3 1 .19 1 97 -3 1.7 17.0 3 ‘3
Congo - -139 4 0.7 2 5.6 1 55 2 1.7 -10.0 4 4
Cote d'Ivoire -13.8 4 0.5 1 28 1 4.1 2 13 - 24 4 4
Gabon ‘ | I Y 3 0.7 1 4.6 1 0.3 3 1.7 184 3. 3
Gambin, The .29 1 1.9 3 9.0 1 49 2 20 42 1 1
Ghana a\ -8.0 3 23 3 140 2 8.0 3 o 55 1 1
Kenya : 4.6 3 35 4 24.7 2 30 879 4 4
Madagascar 6.0 3 a3 4 11.8 2 30 191 2 2
Malawi -8.3 4 |20 a 197 2 8.7 2 23 81 3 3
Mali 5.8 3 0.4 1 4.1 1 32 2 13 1.9 .3 3
Mauritania 0.8 1 11 2 9.7 1 44 2 17 1490 4 ‘ 4
Mozambique 5.4 3 ‘ 40.1 3 a0 L7 | I
Niger 8.0 3 08 1 6.1 1 124 2 17 ‘ 36.6 2 C 2
Nigeria ' 8.8 4 5.0 4 288 3 227 4 a7 46 3 3
Rwanda ' 7.8 4 | 14 2 146 2. .24 1 17 828 4 a4
Senegal L1 1 0.1 1 098 1 18 3 17 . 0.9 4 4
Sierra Leone -44 3 | 45 4 84.1 4 . 231 4| 40 669 4 ]
Tanzania 0.8 1 : 222 2 : L 20 462 2 : 3
Togo 38 3 0.8 H 0.9 1 7.2 a 20 10.9 3 3
Uganda b\ ' o 3.8 2 403 3 71 3 30 182 2 2
Zambia -4.3 3 4.0 4 142.5 4 -50.8 4 40 433 2 3
Zimbabwe . .7 4 1.5 3 32,7 3 30 3Ll 3 3
. Sourer: Aulhora’ ealeulationa.

Nole: Fiscal policy slanca: A flacal daficil greater than 15perw|lwunlvlnnsmo“ !mm-iS!n-H aacorpof 2 from -3.5t0 -7, & 52000 of 3; less than -7, 8 score of 4,
Monelary policy stance: Seignoirage less than 0.5 was given 3scora of 1; 0.5 1.5, a score of 2; 1.510 3, @ scoce of 3; greater than 3, a scora of 4, Inflation less than 10 was given ascoreed 1; 100025,
. sxoreol 2; 2510 50, @ score of 3; greatsr than 50, a score of 4. A real interestrate between 3 and -3 was glven a scors of 1, auﬂu 3.7, a scoes of 2; grealer than 7 or -7 t0 15, 8 score of 3J; less han -35,ascom ol 4.
The cverall monatary palicy seova is a simpla averige of the seignoirage, inflation and real interest rale score,
Exchanga rata policy stance: A premium of leas than 10 was glven 8 score of 1; 1010 30, a score of 2; 2010 80, s scoraef 3; nrll!umnso lscnnou AREERdmamﬂmMmi\mlmdi
2010 40, a score of 2; 810 20, & score Of 3; (ess than 5, s scoraof 4,
- The overall mumeomnlc poiicy score is the g of the fiseal | u\dlxdungerale poficy scores.
- \9 Ghana « Narmow deficit definition. .




Table B1. Total Re&enue

Hource: W rld Bank ana 1MF' sEaE estimates

36.3

(In percent of GDP) \ ‘ :
: 1980 1981 1982 1983 1984 1986 1986 1987 - 1988 1989 1990 1991 1992
Benin 13.8 - 17.8 18.6 14.8 11.9 129 13.1 12,9 12.7 . 9.4 9.9 11.56 12.2
Burkina Faso 13.56 12.6 140 12.8 13.3 "13.6 114 13.0 11.7 115 13.2. 14.0 125
Burundi 134 13.1 15.0 126 13.6 13.2 16.0 13.6 15.0 18.2 15.3 16.9 16.7
Cameroon 16.9 24.9 24.7 27.1 23.2 18.8 22.7 19.0 17.8 16.8 145 16.1 17.2 .
Central African Republic 12.9 13.2 14.6 14.6 14.2 13.2 11.7 11.8 124 12.0 123 10.2 9.6
Congo 20.1 38.8 35,2 33.6 34.3 33.7 34.8 20.5 194 22.2 27.1 26.56 245
Cote d'Ivoire 283 27.8 26.7 '29.2 34.1 - 36.6 28.9 25.5 25.7 22.8 234 - 219 223
Gabon 29.2 33.1 346 314 32.3 324 35.2 20.6 21.2 18.8 214 24.2 22.6
‘The Gambia 222 18.3 18.0 174 20.7 19.0 19.3 21.4 204 23.2 21.7 19.8 22.5
Ghana . 6.9 4.5 5.5 - b.b 8.0 11.3 13.7 14.1 13.5 13.6 118 13.8 11.1
Kenya 245 26.3 24.6 23.1 222 ° 221 226 . 226 23.1 23.1 23.0 233 23.7
" Madagascar 14.7 12.4 12.2 119 13.8 129 12.0 146 i3.1 14.2 149 10.1 124
Malawi 19.1 .19.2 18.6 192 19.8 22.1 21.2 198  20.7 21.8 19.5 - 18.8 19.8
Mali 1256 1156 12.3 129 13.3 14.9 17.9 15.1 145 16.8 17.1 169 13.3
Mauritania 17.2 19,1 19.3 - 216 23.2 24.6 .24.8 256 = 249 23.1 24.6 22.7 21.2
Mozambique 19.3 123.2 -+ 29.9 29.8 20.7 13.1 13.2 - 16.1 10.9 23.5 224 235 25.9
Niger 13.8 12.6 11.3 11,2 10,9 11.1 11.0 11.3 10.6 - 10.3 103 B84 B.2
Nigeria 249 = 156.1 13.2 11.6 10.3 11.2 17.8 15.9 12.7 16.0 20.2 19.2 NA
Rwanda 124 12.2 117 10.9 11.2 12.2 13.8 134 12.3 S 127 113 11.9 12.7
Senegal 22.7 19.3 17.0 18.0 . 19.3 18.8 17.8 18.7 1756 16.6 17.2 - 19.2 18.9
Sierra Leone 148 16.3 12.0 8.4 18 6.3 5.5 72 8.0 9.2 © 96 12.3 12.0
Tanzania 19.7 20.1 18.2 18.7 19.8 18.9 14.8 16.3 16.9 . 19.5 210 225 235
Togo 29.0 25.8 28.5 2756 29.1 29.0 28.6 23.7 23.4 22.7 225 17.1 NA
Uganda . 2.8 1.9 8.1 111 14.3 120 1.0 4.9 6.6 5.4 7.0 16 . 7.0
Zambia - 26.0 23.3 23.4 24.3 22.2 219 234 19.8 16.7 176 18.6 174 . 16.2
Zimbabwe 21.6 .24.1 27.8 31.7 30.3 31.8 33.8 33.5 36.1 3b.1 34.4 37.2
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Table B2. Overall Fxscal Balance, excluding grants

(In percent of GDP) ‘ ‘ ' ‘

‘ 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 19891 1992
Benin ‘ . «114 . -8.2 -14.0 <173 -19.0 -13.0 -10.7 -11.0 -9.6 -10.6 -10.0 . -7.2 <19
Burkina Faso - 21,2 -20.1 -20.0 -23.3 . -17.2 o 1.2 -1068 - -11.0 -9.4 19 -1.8 -1.1 -6.1
Burundi ‘ -10.6 -123 . .12.8 -18.1 -12.1 -10.2 -8.5 -16.7 -11.7 . 96 -186  -128  -14.1
Cameraoon 0.4 3.2 0.0 3.5 0.1 -3.3 04 -13.0 -6.4 .61 = 86 -80 -6.3
Central African Republic - «5.2 5.7 -14 -2.3 -8.1 -138 -138 @ -164 -13.7 -11.3 - 181 -182 ° -16.7
Congo -114 0.2 -14.0 -12.6 -6.2 -4.8 -82  -120 -176 -10.1 -8.7 <144 -19.8
Cote d'Ivoire - -11.8 -10.5 -13.5 A7 .16 20 3.0 -8.2 -14.6 -178 - -13.1 -14.3 -129
Qabon ‘ 4.6 18 87  -14 -2.0 «4.5 7.1 -10.8 -11.6 -8.0 72 -28 5.2
The Gambia : ‘ 95  .179 -183 . -121 134 . 145 = 6.8 -15.2 -16.7 . -2.8 82 @ 42 -44
Ghana 42 . 65 . b7 2.7 -3.1 -4.1 -5.5 -5.1 -6.3 -5.3 4.8 - -4.0 -10.7
Kenya ‘ 7.7 0 9.8 -8.8 5.1 -5.4 -1.6 7.1 76 50 7.1 -6.6 1.7 -4.7
Madagascar -149  -120 74 80 @ 4l . -4.8 4.2 4.1 -4.0 -5.5 2.0 6.4 -1.7
Malawi o -16.1 -165 . -10.8 9.5 -84 101 -13.0 @ 94 -7.2 68 -62 56  -15.7
Mali | ‘ -10.8 1656 = -9.8 -13.7 -100 - -1563 -126 -11.2 -10.8 -103 83 -11.9 -114
Mauritania ‘ -11.6 -10.0 -11.6 6.3 4.1 -0.3 11 -0.1 -1.2 6.3 -2.8 22 0.4
Mozambique -10.9 -16.2 9.4 193 -20.7 -14.7 -18.0 -21.1 248  .241 -29.6 -26.8 -32.1
Niger - 06 - 63 6.3 86  -82 - 86 94 -8.8 92 -106 -124 - -85 ' -86
Nigeria ‘ 04 - 88 1.4 95 41 24 -2.8 9.0 -10.9 54 - -35 -8.8 NA
Rwanda - ‘ -4.6 1.5 7.6 -8.8 5.9 8.4 -7.1 -10.3 -89 83 -115 -13.1  -176 .
Senegal ‘ ‘ -6.7  -126 6.9 8.1 59 4.7 -39 27 286 -4.2 41 0.4 -1.0

- Sierra Leone L ‘ -14.1 -165.0 -14.8 -18.4 9.7 -12.6 -13.6 -181 80 -80 120 -102 .88

 Tanzania ‘ -18.1 -13.2 -16.3 -104 9.7 -8.2 -8.3 83 = .18 -8.0 7.0 2.7 '-2.9
Togo ‘ ‘ 0.2 74 | -386 79 - 70 1 9.1 9.4 .53 6.2 -6.1 5.2 "NA~
Uganda C -3.1 -1.9 9.7 4,1 -3.5 5.7 5.2 45 6.4 4.7 -5.5 -73 -16.0

‘Zambia ‘ - -194 | -187  -163 9.6 -1.8 -14.9 +29.9 -13.1 -13.7 -12.0 -14.3 -149  -11.2

Zimbabwe -13.8 -12.2 -"I 8 -8.9 -10.6 -10.6 -10.6 -12.7 -9.4 108  -104 - 96 = 85

Source: Worid Bank and IM? staE estimates
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Table B3. Overall Fiscal Balance, including grants

(In percent of GDP) ‘ ‘ ‘ . ‘ o
1980 1981 1982 - 1983 1984 1985 1986 1987 . 1988 1989 1980 1391 1992 -

Benin ‘ ‘ ‘ -6.2 -1.0 -8.2 -11.9 -13.6 -8.6 19 74 60 82 1.7 -48  -bd
Burkina Faso ‘ . -103 -114 -12.1 -156  -10.0 -1.3 -3.8 -4.2 3.7 L5 5.3 -3.2 2.2
Burundi 70 - 73 -84 -14 6 9.0 -6.7 -4.9 -12.8 9.3 2.7 -5.5 -4.7 5.6
Cameroon 04 32 0.0 3.6 0.1 -3.3 04 -13.0 64 -5.1 -8.6 -8.0 6.3
Central Afrlcan Repubhc ‘ -1.8 -3.1 0.6 -0.9 7.0 -86 69 93 -3.8 -3.1 -1.3 -11.8 84
Congo o -10.6 0.3 -13.8 -12.2 5.3 4.5 -82 -119 175 -10.0 - -64 -13.9 -19.8
Cote d'Ivoire -11.8 -10.6 -13.6 -11.7 -186 2.0 -3.0 -82 .46 -17.8 -13.1 -14.3 -129
Gabon - ‘ ‘ 6.0 81 9.1 C-11 -1.6 4.2 66  -103 -11.1 -1.5 67 23 -b.1
The Gambia o 3.7 41 .46 1 80 67 113 07 6 74 01 5.5 0.2
Ghana ‘ 4.1 64 -6.6 27 2.8 --3.6 4.7 -4.3 -4.2 -3.8 .33 . 25 9.6
Kenya : 11 96 - -88 -b.1 -6.4 76 11 686 29 . -4.9 -3.8 59 -3.2
Madagascar -14.9 -12.0 1.0 -b.3 32 -38 . .34 -3.3 -3.1 87 02 -6.6 -6.6
Malawi -108  -12.7 -1.6 -7.2 60 - 78 9.4 -66 ~ -13 -2.0 -1.8 -3.5 -13.1
‘Mali ‘ -4.2 8.6 -6.8 -8.1 46 986 1.6 6.7 -4.9 " -4.8 3.0 -13 42
Mauritania ‘ ' <13 61 -108  -b8 4.1 -0.3 L1 1.7 -1.2 -3.8 -0.9 -0.6 22

- Mozambique ‘ ‘ -8.3 -12.8.  -68 -16.1 -17.9 -12.7 -15.7 -1L..7 -11.0 7.5 -13.1° - 41 -6.6
Niger : 5.0 -2.5 2.6 6.9 -4.8 -4.9 -4.3 3.4 -4.6 62 = 1.0 -5.0 86

‘Nigeria = : -0.4 -8.8 ‘14 95 41 -2.4 -2.8 90 -109 . -54  -36 -88. NA
Rwanda _ 4.6 -3.8 4.0 4.7 .18 . 386 456 -8.3 67 53 79 58 -89
Senegal 4.9 116  -58 -7.6 4.7 3.7 2.4 -L.6 -1.3 -2.3 -2.9 2.0 0.2
Sierra Leone - ‘ -14,1 -16.0 -14.8 -134 8. -106 -84 ' -16.1 -6.6 61 - .86  -60 -2.7
Tanzania ‘ -13.7 -9.8 -136 = -8.6 9.7 -8.2 -1.2 11 .14 0.8 -2.8 1.3 0.1
Togo ‘ : . 1.9 -6.8 -1.7 - 48 -2.2 -2.4 -4.7 -7.3 -84 43 -29 - .38 NA
Uganda . 2.7 6.4 -85 -3.6 31 45 .48 . .28 -4.8 -32 . -16 0.1 .-6.9
Zambia " . -18.6 -13.1 -14.5 -83 -1.3 -14.4 -28.6 -12.6 -122 = -10.0 -104 .64 22
Zimbabwe __-12.01 -1143 -6.79 -7.41 -7.59 -9.13 -9.02 -11.73 -8.14 -9.03 87  -8.20 -7.10 -

Source; World Bank and IMF staff estimates
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Table BA. Selgnolirage

(Percent of GDP)

1980 1981 1982 1983 1984 1885 1986 1987 1988 1989 1990 1991 . 1992
Benin 3.0 39 47 1.3 1.2 12 25 -39 20 24 3.7 17 11
Burkina Faso 1.6 1.4 0.8 07 0.6 0.2 21 02 1.0 0.1 -0.7 04 -0.2
Burundf -0.0 23 2.2 23 0.3 21 04 -0.8 -0.0 0.2 0.6
Cameroon 0.1 1.3 0.7 20 0.3 -0.2 0.3 -1.7 1.3 16§  -03 1.0 32
Central African Rep. 5.0 44 -0.8 1.3 0.7 0.9 -0.3 0.2 -13 . 18 -0.7 04 -0.1
"Chad -2,5 33 0.1 1.9 71 0.4 -14 13 -3.6 05 -1.2 0.1 -22
Congo 22 20 1.4 2.1 0.5 0.9 2.3 0.8 -0.7 -0.2 3.2 -1.0 .23
Cote d'lvoire -0.4 1.0 -0.1 1.0 2.9 14 0.4 -1.3 06 -2.0 0.8 -0.5 06 -
Gabon 1.3 1.8 0.6 11 1.5 07 -1.7 -1.9- 27 0.5 0.1 04 -17
Gambla, The 0.1 27 1.6 15 0.6 56 <01 15 04 16 0.9 29 10
Ghana 3.4 4.9 2.2 3.0 3.6 3.0 28 34 - 3.2 - 4.1 0.6 08 38 -
.Guinea . : o
Guinea-Bissau ‘ 8.4 1.7 128 . 4.5 23 4.6
Kenya 2.2 1.0 1.3 0.7 14 . 07 3.3 03 . -0.5 0.9 26 15 - 55
Madagascar 33 44 14 -0.8 2.7 -0.2 21 27 21 35 0.6 36 3.0
Malawl 0.4 1.5 1.1 04 1.3 04 22 27 37 -01 - 04 23 17
Mali 04 -0.1 2.0 3.0 4.9 0.6 -0.0 -24 01 -10 22 0.7 -0.0
Mauritania 1.5 49 -1.5 21 3.1 44 «1.6 23 04 33 04 16 06
Mozambique NA NA NA NA NA NA - NA NA NA NA NA - NA NA
Niger 0.8 1.6 -03 -0.4 21 0.6 0.5 17 1.1 07 -1.6 04 -14
Nigeria 8.2 1.3 1.2 26 1.5 14 -1.3 14 - 40 17 21 35 6.5
Rwanda -0.1 -0.8 -0.6 0.3 0.5 06 15 0.1 - 02, -1.2 04 06 21
- Senegal 20 28 2.7 -0.6 -0.5 0.2 22 -1.5 -0.5 0.6 =21 03 0.1
‘Sierra Leone 1.6 -0.4 6.0 5.5 4.8 8.7 126 52 57 87 6.5 7.0 20
- Tanzania 6.6 4.0 4.7 © 3.0 -0.4 34 56 4.1 43 NA NA NA
Togo 0.5 8.6 032 24 22 28 1.0 08  -70 -06 27 09
Uganda NA NA 0.7 23 - 8.6 48 . 6.1 NA NA NA NA NA
Zambla 0.1 1.2 3.4 25 1.8 5.1 8.0 44 6.5 44 36 40 ‘
Zimbabwe 4.0 0.1 21 1.7 1.7 1.8 1.0 1.1 28 29 24 06

" “Source: Authors' calculalions based on IMIF, IFS data.
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1981 1982 1983 1984 1985 1088 1990 1 1892

“Benin Wi ‘ — 82 1565 45 17 48 42 36 08 14 18 16 103
Burkina Faso 76 121 83 4.8 89 26 27 4.1 03 08 26 20
Burundi 122 59 B2 143 38 1.7 74 45 17 7.0 8.0 45
- Cameroon W1 118 133 122 - 110 9.0 06 53 38 -5 6.1 15  -14
Central African Republic 133 146 25 104 22 70 40 7. 00 28 A0
‘Chad \1 | 80 92 05 228 42 -164 28 87  -15 19 37 55
Congo - 170 128 77 . 132 56 2.4 16 48 37 48 9.1 22
Cote d'lvoire 88 73 69 43 18 68 69 7.0 10 08 17 35
Gabon 87 164 107 59 128 310 09 88 67 77 03 98
‘Gambla, The . 59 109 106 221 183 566 235 117 83 122 . 86 9.5
Ghana - 1166 223 1229 37 103 246 398 314 252 373 180 10.
Guinea \ . NA NA ~ NA NA NA NA NA  NA NA NA NA NA

Guinea-Bissau \1 62 163 231 645 448 880 814 792 629 685 714 737
Kenya | 116 207 114 103 130 4.8 76 112 129 156 198 295
'Madagascar ‘305 318 = 193 98 106 145 150 269 90 118 86 145
Malawi 11.8 98 135 200 105 140 262 339 125 118 126 227
Mali\i 7.9 4.6 81 100 178 80  -0.3 19 09 30 40 4.1
Mauritania \1 6.9 0.8 61 135 103 7.2 .10 53 .86 30 98 99
Mozambique I 29 168 154 123 432 127 1442 467 400 380 397 405
Niger | 229 116 25 84 .09 32 67 14 28 08 7B  -45
Nigeria | 20.8 77 232 396 7.4 57 113 545 505 74 130 446

" Rwanda | 856 128 6.8 5.4 1.8 1.1 41 3.0 1.0 42 196 Y3
Sensgal 59 174 118 118 130 82 41 148 04 03 18 -0.1
* SlerraLeone | 234 269 685 666 766 809 1816 313 628 111.0 1027 655
Tanzenia \ 257 289 271 361 333 324 300 312 268 197 223 221
Togo - 197 111 94 36 1.8 41 0.1 02  -08 10 0.4 14
Uganda | 108.7 493 241 427 1577 1610 2000 1961 . 614 331 281 524
Zambla - ‘ 130 136 198 200 373 518 430 556 1279 1175 937 1913
Zimbabwe = 132 106 231 202 85 143 125 74 129 174 233 421

Table B5. Rates of Inflatlon
{Percent change in CPI)

1989

Source: World Bank and IMF data.
\1 GOP deflators used instead of CPI,



‘(Percent)
. 1981 1982 1983 1984 1985 1986 1987
- Benin \1 -8.0 3.1 N 127 11.9 24 5.9
- Burkina Faso - -5.2 -0.5 25 03 101 8.0 1.4
. Burundi ‘ -1.3 -2.9 -8.6 0.7 2.8 -11 .
Cameroon \1 . <51 42 -3.2 -1.3 7.0 134 11.4
Central African Republrc - . -5.1 62 4.8 =26 5.1 154 11.6
Chad \1 -3.4 6.1 1441 1041 26.1 . 85 -31
Congo \1 .~ -56 11 60 1.8 58 64 25
Cote d'lvaire ‘ 10 18 31 53 0.4 08 16
Gabon \1 ‘ -7.6 2.9 16 23.4 -17.8 9.0 18.3
Gambla, The -2.1 -1.9 ~11.4 -7.9 -29.9 6.0 as
Ghana \1. -8.8 -50.0 -20.2 43 -71 -16.3 -10.5
Kenya " N -9.8 0.7 27 -1.1 6.2 34 -0.8
Madagascar -18.5 -8.9 1.2 2.1 -1.9 -3.0 -12.1
- Malawi \1 ‘ -0.1 -3.3 -84 1.1 -14 -9.9 -147
- Mali \ : 16 0.3 2.2 -9.0 16.6 6.4 33
Mauritania \1 -3.9 -0.5 <71 4.4 -0.1 -3.2 0.7
Mozambique NA NA NA NA NA - NA NA
- Niger \1 o -4.8 10.5 -0.8 82 10.8 137 @ 67
Nigerla = -1.8 -12.7 -23.0 08 32 -1.8 -26.8
Rwanda ‘ -5.6 0.3 0.8 4.4 - 18 2.0 32
Senegal ‘ 9.5 =35  -38 -5.1 1.0 10.7 7.2
Sierraleone \{ . - -133 -34.7 -334 -36.6 -384 -59.5 -14.2
Tanzania \1 -19.3 -181 - -2386 -22.0 -21.1 -165.  -11.8
Togo . 44 15 114 8.2 3.0 60 54
‘Uganda ‘ -28.2 -12.1 -22.5 -55.0 -54.0 -58.9
Zambia . -B5 114 -108 215  -240 -17.7 -27.2
. -70 6.1 -38 - 20

Table B6. Real Interest Rates

Zimbabwe A

1.7

1.9

08

595

1988 1989 1990 1991 1992
38 46 53  -30 23
5.6 73 44 9.2 71
6.9 NA NA NA  NA
8.8 1.4 6.4 95 95
6.7 75 106 86 107
6.0 2.3 05 138 138
39 134 13 55 55
4.2 7.3 52 34
1.3 1.0 84 203 203
6.2 06 25 2.9 6.9
-7.0 NA 102 57
23 . 34 54 NA
2.3 NA NA NA NA
69 08 05 -83 54
82 33 2.8 28 35
24 20 42 44 44
NA NA NA NA NA
83 73 160 120 128
-24.9 6.8 60 -205 -249
5.2 20 107 07 41
4.8 6.1 89 . 71 8.4
2865 431 -307 306 65
67 23 NA NA  NA
6.1 5.3 6.6 5.5 8.8
247 07 25 140 281
511 488 -35.1 483
28 73 18 NA

‘ Source IMF IFS data. ‘
Note: Real interest rate is calculated as the deposit interest rate less the expected inflation rate divided by (1 + the expected inflation rate).

The Inftation rate in the following penod was used as a proxy for the expected rate of Inﬂatlon

. \1 Inflation rate of 1992 was used since 1993 inflation rates were not available
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Table B7. Real Effective Exchange Rates

(Index, 1880=100)

- 1985

1987

1338

192.7

1981 1982 1983 1984 1986 . 1988 1989 1990 1901 1992
Benin ‘ 107.6 115.8  125.0 1373 1455 = 125.0 1050  116.0 114.3 1114 114.0 110.0
Burkina Faso 1149 1182 1204 120.3 1143 1038 a7.7 101.5 103.5 98.4 98.4 98.0
Burundi 83.1 75.5 699 . 753 73.9 85.9 1004 114.0 112.6 120.8 1293 1535
Cameroon 1098 1124 - 111.0 113.8 1166  107.2 7968 - 703 84.9 804 841 80.3
. Cenlral Afrlcan Republlc 105.6 107.8 107.0 112.1 104.0 4.1 968 1071 110.9 107.3 115.7 112.8
Chad o 111.3 1181 420.8 117.7 1146 110.6 99.8 96.1 1044  99.2 99.2 103.8
Congo ‘ 994 . 101.0 103.2 . 85.5 93.7 917 914 Q0.6 91.1 Q04 89.7 91.1
Cote d'lvoire C119.2 132.0 139.0 140.3 138.3 111.9 96.3 95.6 89.4 6.0 204 93.9
Gabon \ 1113 110.0 143.1 1176 1140 10368  104.3 121.3 118.8 106.5 1122 124.9
Gambia @ . 104.6 104.0 1034 1113 101.8 1416 - 1341 1239 128.8 137.3 145.1 139.3
Ghana o 44.9 359 534 1385 1904 a31.7 4304 451.2 479.8 480.2 4631 5184
Guinea c . NA NA NA NA NA NA NA KA. KA NA NA NA
Guinea-Bissau ‘ NA M NA N NA 'NA NA NA 7Y NA . HA
Kenya ‘ 1036 95.7 105.3 8.3 089.7 114.0 123.2 129.6 131.7 143.0 146.1 139.3
Madagascar ‘ 845 895 88.8 10386 108.2 1156 169.6 = 194.7 204.0 193.0 221.2 208.0
Malawi 9.9 104.2 102.3 1034 103.3 115.0 123.7 116.7 © 110.1 109.7 105.0 113.3
Mali 1117 125.7 . 1309 1348 1276 118.3 1131 1158 11741 108.8 109.5 105.0
Mauritania ‘ 883 - 795 80.5 85.3 . 91.2 1003 = 106.0 114.7 116.2 120.7 118.6 1178
Mozambique 102.5 88.8 73.6 654 402 = 327 83.8 130.5 126.4 127.0 165.0 182.0
Niger ‘ .. -88.2 101.7. 120.7 129.1 1334 1156 106.2 118.4 126.2 122.7 137.0 137.7
Nigeria - ‘ 80.2 879 744 540 = 583  108.0 3354 290.8 325.9 352.2 417.8 504.2
Rwanda P 89.7 764 - 707 68.9 €68.5 751 75.3 ‘74,5 76.1 '83.4 1009 114.7
Senegal ‘ . 1146 1128 - 115.2 1162 1054 ~ 878 84.5 93.2 98.1 - 93.9 994 96.9
Sierra Leone 86.7 70.0 575 46.4 52.4 713 92.1 778 895 1228 1224 133.8
Tanzania 71 664  5B3 666 @ 488 705 1432 1827 208.7 271.9 254.0 2085
Togo . 105.2 110.7 111.5 120.1 1233 1064 999 106.8 112.8 108.2 1131 1078
Ugenda : 1413 = 407.2 518.1 767.1 587.5 6581 4353 481.7 568.7 9311 12149 133286
Zambia ‘ 97.8 87.8 847 11041 1191 2473 2343 160.8 116.1 135.0 1524 142.7
Zimbabwe : 97 0 © BB.2 96.9 96.9 109.0 118 4 124 1 140.9 . 2146

Source: World Bank and IMF staff estimales.
An increase inthe index represents a depraciation of the REER.
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Table BB, Black Market Premium |
(Percent deviation from the official exchange rate) " o ‘ ; ‘ ‘ : ‘ ‘
1980 1981 1982 1983 1984 1985 1988 1987 1988 1989 1890 1991 1892 1993

- Benin
Burkina Faso ‘ o ‘ ‘ ‘ ‘ ‘ ‘ o
Burundi ‘ 17.8 15.6 33.3 10,7 409 25.0 19.0 1.8 254 168 58 3561 543 412
Cameroon ‘ ‘ : ‘ : -
Central African Repubhc
Chad
Congo
- Cote d'Ivoire
Gabon o ‘ : ‘ ‘ ‘ C ‘ ‘ ‘ ‘ . o
Gambia, The ‘ 1.1 37 -8.3 36 101 70 12.2 29.4 36.5 -14.1 26 70 -14 25
Ghana ‘ 3040 17182 42637 2233 1000 141.7 142.2 289 349 17.2 R - 04 114 14
Guinea o . 122.2 2536 4382 6422 1091.2 1435.1 782 114 6.4 56 125 27 - 84 215
Guinea-Bissau o ‘ '+ 482 97.1 339 17.5 32.1 44 23 113 -289 47
Kenya - ' 87 215 207 174 17.4 20 - 686 21.1 12.9 42 59 ° 88 107.1 320
Madagascar ‘ 174 336 80.4 79.6 337 8.8 59 296 16.3 - 31 74 . 310 7.3 95
Malawi o ‘ 85.3 107.9 494 604 = 521 285 220 13.2 272 333 145 444 ais 324
Mali ‘ ‘ ‘ ‘ . ‘ - ‘
Mauritania 41.2 103 133 167.8. 1303 118.7 1362 172.3 164.1 189.2 169.8 163.4 1346 812
Mozambique . 118.7 878 1345 2480 2B80.8 37057 43375 . 116.1 430 168 840 -6 = 50 46
Niger : ‘ ‘ ‘ ' ‘ ‘ : e
Nigeria ‘ 71.7 . 487 B42 . 4666 3419 2705 . 1319 20.7 86.8 188 234 288 425 1285
" Rwanda. 239 208 485 '49.2 68.6 47.9 285 229 304 35.3 28.0 67.0 883 1029
'Senegal ‘ ‘ : . ‘ : ‘ L ‘
Sierra Leone 34.9 468 602 - 374 73.2 7.7 40.5 117.0° 14059 5120 165.0 437 900 169
Tanzania ‘ 223.9 1926 204.7 3014 2866 = 2504 2480 1388 1000 352 780 710 194 ~ 17 .
- Togo ‘ L C - o ‘ ‘ ‘
Uganda ‘ ‘ 9174 2464 1552 500 968 - 250 6500 = 366.7 2606 - 670 398 93 171 336
Zambia ‘ 705 381 454 273 9786 350 . 3141 786 899.6 4132 2119 873 07 333

Zimbahwe 844 532 51 1 191.8 79.9 4.7 703 50.3 474 762 149 3?_0 03 222

ource IMF, IFS data and Intematmnal Cunency Yearbook ‘
. Note: End of period data. Premlum = (Black market rate minus the official rate)/ Ofﬁcial rate.
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(percent change)

C ‘ 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1981 1992 1993
Benin - 6.0 -0.3 -7.1 5.0 4.2 -1.1 -4.8 06 -5.5 - 02 1.7 0.8 04
Burkina Faso 15 - 8.3 ~1.4 -4.1 57 31 -1.6 31 04 -3.0 33, 22 25
Burundi , 9.2 '«38 - 08 25 8.5 02 26 1.8 . <13 06 22 0.2 -3.8
Cameroon - 97 02 49 31 49 5.1 -53 -11.6 =21 9.7 -9.8 -8.0 7.7
Central African Repubhc -4.7 . 48 -9.1 6.6 1.3 -1.4 -5.3 -0.2 -0.1 -2.0 -4.2 48 -4.8
Chad -1.1 . 3.0 137 0.7 17.8 -7.0 8.1 134 26 -1.9 41 L 22 -5.3

- Conga o 10.7 224 X 3.8 -4.2 9.7 -2.9 -14 -06 23 -17 -0.0 -52
~ Cote d'Ivoire -0.2 -3.9 -6.6 64 06 -04 -5.2 -5.6 -46 56 44 -38 46
" Gabon | 24 . 58 -1 27 84 34 -193 106 39 0.8 37 50  -03
Gambia, The 6.2 s 8.8 . -7.8 1.3 0.2 -1.7 -26 22 15 =30 18 18 -1.5
Ghana o - 58 7 -3 <75 50 13 1.5 1.1 21 1.7 - -0.0 2.1 06 1.8
Guinea - NA NA NA NA “NA NA 0.2 30 0.1 1.2 04 03 16
Guinea-Bissau | ‘ 16.7 26 -49: 38 25 29 34 46 29 0.8 0.7 0.7 09
Kenya ‘ 01 .20 -2.4 -2.0 - 07 36 25 29 16 1.3 14 -35 17
Madagascar ‘ -12.2 -4.5 1.7, -1.1 ~1.7 -1.1 -1.9 0.2 08 -0.0 93 47 -1.0
Malawi o -8.1 -0.6 0.5 22 1.2 -3.8 -1.6 0.5 1.7 1.1 29 -107 6.0
Mali ‘ -23 1.8 . 1.8 -0.2 -0.2 1.4 1.2 4.8 92 -22 486 02 45
Mauritania - 1.5 C 4.1 2.7 -1.5 0.6 3.2 04 0.8 14 4.7 00 -09 . 21
Mozambique 32 -106 + -180  -74 32 48 103 6.8 . 38 -16 23 -32 162
Niger 24 -5.2 -33 -206 -00 34 5.7 1.8 54 20 07 -95 -1.9
Nigeria . =120 -39 ° -95 7.2 6.0 -13 -3.1 6.6 37 26 24 12 -0.0
Rwanda ‘ 56  -1.1 34 7.3 <0.1 20 -34 37 -1.5 -2.5 4.5 00 0.9
Senegal 4.4 120 07 -68 1.0 15 0.9 20 -3.3 13 17 15 46
- Bierra Leone - R 1.5 1.7 22 7.8 43 . 29 0.4 02 22 0.0 69 19
Tanzania ‘ -4.1 -3.5 -3.5 15 -1.8 24 1.8 42 53 4.1 -13 07 NA
Togo ‘ -6.2 -8.5 80 28 2.8 -1.8 T30 25 02 -35 44 -124 -154
Uganda NA " NA NA -6 . -1.3 -14 35 48 37 05 02 03 30
Zambia : 2.3 - -B.0 5.2 4.0 -1.6 -3.1 0.0 24 -3.8 -25 -36 -5.6 as
-2.8 4.1 43 1.3 -1.0 19 -10.9 06

Table B9. Real GDP per Capﬂa Growth

Zimbabwe 102 -06 19 56 29

“Source: World Bank dafa.



(Percent of GDP)
‘ ‘ ‘ 1981
" Benin : 15.7
Burkina Fasa : .16.9
Burundi ‘ 17.0
Cameroon ‘ 247
Central African Repubhc 8.7
Chad o NA
~ Congo 48.2
Cote d’ Ivoire 259
Gabon ‘ - 36.4
Gambia, The 245
Ghana ‘ ‘ 4.6
Guinea. ' ‘ NA
Guinea-Bissau 25.7
Kenys - . 27.7
Madagascar - ‘ 11.5
Malawi ‘ ‘ 178
Mali ‘ 17.5
Mauritania 41.9
Mozambique ‘ 22.8
Niger ‘ ‘ - 20.3
* Nigeria 23.3
‘Rwanda o 13.3
Senegal 11.9
Sierra Leone | 19.1
Tanzania 247
Togo ‘ 30.2
Uganda . L 50
Zambia C 19.3

Table B10. Gross Domestic Investment

Zimbabws 23.1 . '

1082

1983 1984 1986 1987 1988 1989 1990 - 1991 1982 1993
216 179 128 89 135 128 128 118 142 143 138 152
201 192 158 242 24§ 194 218 212 194 227 214 224
145 228 184 139 117 226 150 165 169 168 186 23
234 244 208 249 308 343 218 165 146 126 111 108
67 118 123 146 122 125 106 162 102 . 118 118 86
35 3.1 54 82. 81 102 7.9 9.0 9.4 a1 85 94
597 384 - 304 303 205 197 186 137 164 195 168 142
232 184 112 1286 111 122 144 8.4 93 100 109 0.3
350 352 330 383 455 255 375 324 244 268 214 216
206 173 192 125 196 165 178 204 197 197 196 NA
34 37 ' 68 96 07 134 142 155 144 1589 126 148
NA NA NA NA 141 156 158 156 176 158 168 164
283 227 . 300 - 320 243 342 342 371 245 270 265 240
218 208 207 260 218 243 250 247 243 213 175 161
85 8.4 8.6 85 90 101 133 134 170 82 113 117
214 228 129 186 123 154  187. 202 191 200 188 123
176 146 152 174 207 223 210 213 224 231 218 218
474 178 251 289 - 306 292 280 185 200 - 178 225 = 248
228 122 139 91 188 - 262 348 346 381 390 384 415
18.2 12.8 3.2 163 133 105 19.8 123 8.1 9.2 54 57
200 147 95 90 161 137 135 141 148 1863 182 NA
178 135 158 173 159 ~ 156 150 139 136 143 156 NA
11.3 119 11.7 9.8 11.0 124 127 11.8 12.9 133 134 14.1
134 143 127 100 = 12 104 79 135 140 119 17 9.2
210 136 153 157 195 304 308 344 468 385 419 NA
263 224 212 241 278 222 248 250 . 254 228 219 117
0.1 74 78 8.5 82 109 103 105 141 160 144 145
168 138 147 149 238 139 114 108 173 147 141 107
212 169 188 188 172 217 198 204 250 243 225

Source: World Bank data.



" Table B11. Real Export Growth

-0.35

(Percentage change) ‘ - o ‘ o ‘ ‘
‘ _1981 1982 1983 1984 1985 1986 1887 1888 1988 1990 1991 1992 1993
Benin 919 -2590 -27.46 37.20 27.87 -88 530  -858 -25.90 1.14 7.44 12.88 -2.17
Burkina Faso 13.16 -13.95 -21.62 13.79 -1.08 944 = 19.76 -8.05 -8.44 32.16 -349 - 029 3.80
Burundi 58.97 7.96 -0.99 14.38 1266 -13.09 6.82 10.61 287  -558 16.32 1.10  -35.10
- Cameroon . 22.09 +4.66 20.16 32.82 13.67 2056  -0.33 -5.78 43.31 0.50 -4.20 1.00 -3.60
Central African Repubhc - 881  -20.06 2.46 0.60 386 -1243 -780 .  .6.09 11.89 644 -13.77° -10.38 26.06
Chad © +9.83 -46.02 143.89 12.00 -19.82 =~ 831 12.30 1246  5.29 1168 -16.67 -6.68  -25.78
Congo 9.26 "9.14  17.26 9.79 -6.50 -3.47 0.39 13.04 8.65 5.10 -6.11 8.93 1151
Cote d'Ivoire 3.14 306  -494 10.60 -3.00 -270 -1670  -5.70 . 18.39 6.50 -480 320 171
Gabon -7.22 -1.79 4256 23.49 -6.91 921  -637 329 3414 11.06 2.80 3.68 6.08 .
Gambia, The 24.87 849 602 -34.71 6.01 -6.29 368 2451 21.53 238 421 NA ‘NA
~ Ghana -8.86 15.24  -45.78 9.66 6.36 50.57 -3.82 11.11 1143 4128 1488 ' 640 21.76
Guinea NA NA NA NA NA © NA 6.67 1042 494 - -069 108  -7.16 9.24
. Guinea-Bissau -28.33  -10.50 -7.40 36.71 -27.60 lo.61 2149 849 440 7498 2300 -30.00 63.73
Kenya -4,19 3.18 -2.28 0.87 6.72 9.17 0.11 476 . 9.88 18.03 -0.87 -0.94 49.38
Madagascar -26.21 730 -12.34 539 . -3.18 -0.05 287 | -8.24 16.93 11.96  4.76 197 3.37
Malawi -17.90 997 3.31 32.78 °  '5.06 .+3.67 114 200  -1490 2488 '5.32 182 358
Mali -5.26 1.66 1043 592 -0.76 3.36 -0.10 6.50 . 591 6.13 15.16 8.37 4.77
Mauritania 23.08 -8.26 29.74 -6.67 - 10.33 -2.02 '1.66 . 0.98 0.44 -5.45 -283 -10.17 5.16
Mozambique -10.99 783 -37.10 ° -37.18 -2.01 -149  8.67 5.45 8.67 8.32 31.19 1.79 3.40
Niger . 2,02 -22,68 6.16 936  -10.02 -4.58 -0.43 331 -0.77 -1.61 -257 .14.34 18.62
Nigeria -36.38 = -19.97 -6.26 14.68 13.32 -0.26 -8.79 8.67 11.90 878 3.70 1.32 NA
Rwanda 1,24 1.84 6.54 -0.84 347 14.67 1213 -17.12 -7.12 2487 -13.84 -7.07 6.51
Senegal -0.44 33.48 1.31 293 -15.86 16.16 -2.20 8.89 -2.95 -1.19 2.42 3.01 -1.31
~ Sierra Leone - -3161  -13.68 2216 441 -178  .L77T -945 121  -2422  26.68 -5.90 43.46 -9.19
Tanzania - NA ‘NA NA NA ~ NA NA = 'NA NA NA NA NA NA NA
Togo -12.73 0.10 -11.43 021 333 19.52 8.77 631 -11.67 -10.62 285 - -1285  -27.57
Uganda NA NA  NA 8.95 1128 -1616.  -0.20 4.36 1458  -4.82 7.58 -2.65 24.01
Zambia -12.76 15.69 -8.74 -6.85  -1.89 1.89 . -5.93 -5.85 -141° 1595  -16.07 14.57 -2.10
Zimbabwe 7.67 249 -6.67 27.64 16.42 -4.87 4,72 6.39 074  -025 -15694

Source: World Bank data.
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~ Table B12. Net Aggregate Transfers

(Percent of GDP) o
1980 1981 1982 1983 1984 1985
Benin 7.37 10.29  18.92 9.17 2.43 218
Burkina Faso 9.46 12.95 1142 - 1197 10.32 9.35
Burundi 8.39 8.58 8.01 '12.97 10.69 7.79
Cameroon 534 247 0.59 2,97 101 -3.15
Central African Republic 11.02 12.62 7.63 8.32 10.71 9.48
Chad - . 2.96 10.92 8.85 14.47 1462 17,23
Congo 2741  1.21 19.77 941 5756 @ 4.47
Cote d'Ivoire . 4.82 483 = 4.21 -0.86 -6.21 -9.02
Gabon -0.25 -6.29 -4.62 -2.59 0.71 2,61
. Gambia, The 34.83 39.20 2553 9.07 22,35 12.87
Ghana 294 1,54 1.23 848  17.03 5.35
Guinea NA NA NA . NA NA . NA
Guinea-Bissau 96.37 37.03 29.12 25.74 '45.64 53.44
. Kenya 639 2.87 5.14 5.86 195 242
Madagascar 9.63 8.30 9.00 850 - 622 4.15
Malawi 13.66 10.02 419 - 553 7.11 2.27
Mali 12.25 16.04 17.37 . 21.39 2242  18.38
Mauritania 24.79 23.54 30.83 23.64 18.87 21.47
" Mozambique 3.14 379 4.11 8.90 51.77 14.88
Niger 863 1624  b5.06 728 542 13.89
. Nigeria 1.05 2.24 261 - 1.04 174 297
- Rwanda 8.32 7.12 732 . 6.50 7.14 7.81
Senegal 7.85 12.40 13.00 16.40 . 9.67 6.20
Sierra Leone 6.60 " 5.50 6.56 3.20 3.19 6.88
Tanzania 16.17 10.11 872  7.89 1042 4.36
Togn 876 237 2.40 859 287 1476
Uganda 14.17 1837 926 881 360 2.8
Zambia 9.10 11.86  3.01 4.48 643  11.80
Zimbabwe 3.90 6.19 9.20 594 214 -0.81

1986
4.45
9.89

10.56

+ -0.66

10.22
16.63

2.32
-8.13

9.14

28.07
6.77
0.28

43.08

1.89
7.727
6.57
17.00

2190

14.06
11.36

-0.99

7.03

- 9.42 -

1.68

13.38 .
136

2.60
20.27
-2.76

1087

6.93

- 9.25

11.37

- -0.38

11.36
18.29

1.02
-341

533
20.83

4.10
4.07

48.88

3.06

- 6.28

11.73
12.40
15.31
50.69
9.37
1.27

7.08 -
7.63 .

5.87
17.78
0.49
9.12
9.48
-1.91

1988
6.6%
8.85

1171
2.10

14.37
19.49
11.45

-0.63

747
18.30
4.74
8.43
40.51

6.90

5.77
15.85
13.66

11.66 -

55.54
8.04
-3.43
7.16

. 6.66
24.43
.6.11

. 10.25

8.15
-1.64

1689

15.71

8.27
13.70

. 8.58

10.05
21.17

-3.97

-0.12
2,18
21.61

6.21 -
- 10.79

52.27
7.13
6.24

15.47

15.02

15.95

53.66

10.75

-141
5.85

7.63 .

5.63
22.89
5.21
11.85
4.63
126

1950
~10.60
8.05
18.62 -

5.68
14.81
20.51

-5.09

408

1.57

1203

9.45
415
32.21
13.46
10.27
15.08
12.56
8.42

. 63.14

11.72
-6.43
828

- 887

7.68

. 37.67

8.65

17.33

16.98
294

1891
11.46
1191

1446

290
12.66
15.07
-7.10

0.69
-1.32
14.07
1143

8.62
29.70

4.15

- 1195

13.92
11.96

. 845 .
74.90

9.28
-6.95

15.26

4.86

- 9.69

28.78

6.04

15.49
4.78
299

1992
1043
12.53
19.86

$.717

.8.99
21.38

Co-1.54

0.39
-4.04
17.17
8.61
891
3268
2.68
12.10

16.22.

12.24
15.30
104.33
14.83
-9.46
1541
701
784
38.73
6.55
14.27
NA

11.68

1980-92

8.97

1033

11.90
241
10.94
15.51
5.47
084
0.37
22.00
5.91
713
4359
492
8.17
10.50
15.59
18.46
38.69
10,07
-1.94
8.48
8.81
5.84
18.54
5.71
10.62

3.01

Source: World Bank data.

Note: Net transfers on IMF and LT debt plus grants excluding technical assistance, Annual net transfer shock is calculated as lhe percentage change in net aggregata transfers.
The net transfer shock for the regressions is defined as the differenca in the average of the annual net transfer shock forthe periods 1987-92 and 1981-85 times the
the average of net aggregate transfers for the whole period.
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Table B43. Barter Terms of Trade

(Price of merchandise exports/ price of merchardise imports

1885

‘ 1980 1981 1982 1983 1984 - 1858
Benin o 1.14 1.17 - 1.06 1.08 111 103 0.77
Burkina Faso © 136 1.19 112 1.27 1.27 1.08 0.90
Burundi 1.33 1.09 1.24 1.21 1.36 1.33 1.58
Cameroon - . 161 1.48 144 1.42 1.46 1.39 0.98
Central African Republic 1.22 1.07 110 1.00° 116 1.07 L18
Chad © 100 0.98 118 1.00 1.00 1,00 1.00
Congo 1.64 164 1.57 1.49 1.51 145 0.87
Cote d'Ivoire a L14 096 0.99 1.06 113 1.10 1.20
Gabon . 1.64 1.65 1.67 1.47 147 140 0.87
Qambia, The 120 . 127 108 1.13 1.26 116 1.05
Ghana B 117 0.97 0.87 1,06 1.14 106  1.03
Guinea " 1.50 182 1.40 1.31 1.26 120 - 1.00
Guinea-Bissau 0.37 0.79 074 0.75 0.90 09 1.00
Kenya 1.24 . 113 110 1.16 1.2 114 1.37
Madagascar 0.95 0.82 0.89 0.90 0.94 0.98 1.32
Malawi © 161 131 1268 - 126 132 104 110
Mali : 1.16 = 1.08 0.97 1.09 1.09 0.95 0.87
Mauritania 1.01 1.04 1.10 1.07 1.10 113 1.19
Mozambique ‘ 0.81 0.90 0.77 0.82 0.95 9.93 108
Niger oo 1.16 117 1.21 1.25 1.24 1.26 117
Nigeria ‘ 1.86 204 188 1.83 185 167 0.83
Rwanda 1.13 0.97 1.06 1.04 116 1.18 1.66
Senegal ‘ © 106 1.09 1.03 ' 1.06 1.10 1.06 0.95
Sierra Leone 1.06 101 103 1.06 11 1.06 1.06
Tanzania . 112 095 0.99 1.02 1.08 1.01 116
Togo 1.29 1.33 1.26 118~ 1286  LI8 1,05
Uganda . 1.49 1.20 1.32 '1.33 149 1.43 1.73
Zambia ‘ 1.25 1.00 089 098 0.38 0.90 0.90
Zimbabwe : “1.18 0.99 1.08 1.08 1.00 0.92

1.08

1987
1.00

100

1.00

100

1.00
1.00
1.00

- 1.00

1.00

1.00
1.00 .

1.00
1.00
1.00
100

1.00

1.00
1.00
1.00
1.00

100

1.00
1.00
1.00
1.00
1.00
1.00
1.00

1.00

1988
0.81
0.96
- 0.85
0.87
0.83
0.88
0.74
0.89
0.77
1.00
1.00
1.00
1.11
097
1.09
0.98
0.99
0.39
0.94
L35

o7

0.97
0.98
'1.04
0.97
0.98
0.92
139
1.15

1989
0.83
101
0.68
0.82
0.77
0.93
0.37
0.77
0.90
1.26
0.78
0.97

. 1.20

0.89
1.00
0.88
101
0.96
0.93
131
0.85
0.89
1.05

. 085

0.92
102
0.74

© 147

1.15

1890
0.87
0.99
0.48
0.76
0.67
0.94

104

0.69
1.06
131
0.53
1.05
1.06
0.74
0.86

- 0.92

0.96
1.05

- 0.93

110
1.03

0.72 -
" L14

0.85
0.79
0.96
0.52
1.25
1.03

1991
0.83 ‘

0.44
070
0.68
0.96
0.89
0.68
091
122
0.51
0.97
110
0.72
0.88
0.95
1.00
L15
0.95
1.04
0.87
0.74
L2
0.85
0.78
0.98
0.49
114
1.06

101

“Average
Export Share
C (percent of GDP)
1992 1981-1992 ‘
0.74 6.92
0.88 5.50
0.38 8.74
0.66 1198
0.61 10.87
. 078 14.28
0.86 45.13
0.65 3485
0.89 - 42,65
112 1742
0.45 16.42
0.84 2759
115 8.28
0.67 14.50
0.85 . 10.45
0.90 21.16,
0.86 14.84
107 4152
091 1426
100 16.13 .
0.84 23.61
0.58 8.51
106 - 11.67
0.80 14.77
0.71 9.23
091 19.66
042 11.84
LO9 33.80

20.49

Soﬁrce: “‘World Batﬂﬁnta. ‘

Note: Annual terms of trade shock calculated as the percentage change in the terms of trade times the average export share. The terms of trade shock used in the ragrassions

is defined as the difference in the average of the annual terms of trade shocks for the pericds 1987-92 and 1981-86 timas the average export share.
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