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Meeting with Africa Team: Mr. Jack Kemp
(JDW Introductory Remarks)

Friday, June 27, 1997
?:00-9:15a.m.
MC 11-401 Conference Room
(Facing the Atrium)
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A. CLASSIFICATION

B. SUBJECT: MEETING WITH AFRICA TEAM: MR. JACK KEMP [AGENDA: DATE: 06/27/97
AFRICA] (N) // JDW TO INTRODUCE MR. KEMP DURING THE FIRST 15
MINUTES OF THE MEETING [RUNS FROM 9:00 TO 10:00 A.M.)
VENUE: MC 11-401 (CONFERENCE ROOM FACING ATRIUM)
CONTACT: ANN @ 82858 // KAREN FOR J. KEMP @ 452-6224 // FAX:
833-0555

IN ATTENDANCE: JDW (FIRST 15 MINS ONLY), SARBIB (WILL CHAIR THE
REST OF THE MEETING), GELB, GANGULY{ACTING - SOUTH AFRICA),
BONNELL (ACTING - ZIMBABWE)

EXTERNAL ATTENDEES:

MR. JACK KEMP, CODIRECTOR, EMPOWER AMERICA

DR. LAWRENCE HUNTER, CHIEF ECONOMIST, EMPOWER AMERICA
Mr. GREGORY FOSSEDAL, CHAIRMAN OF THE DE TOCQUEVILLE
INSTITUTION (ADVISOR TO MR. KEMP ON AFRICA ISSUES]).
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EXC: MM (FOR JDW) // LFG (6/24)

Brief Includes cover nate from Marisela, June 26, 1997 and tabs:

- South Africa
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- US-G7 Africa Initiative

- Mr. Kemp's Press Articles
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A New Africa Is Generating Success and Hope |

ASHINGTON — Africa is on
the move. Fram Mali ro Uganda
to Saquth Alrica. hope and real sucezss

are wansferming e ¢anrineant. )
A new spiric of social and ecoaomic

rograss has energized much of the
regroa. Gradually the rest of the warld
is beginning to rakes notice. Africs fig-
ures praminently on the Group of Sev-
en's agenda this weskend.

Awverags GDP grow!(h far sub-Saha-
ran Africa was about 5 parcent in 1996,
widh more than half of the coatinent’s
43 sountries growing at fales Righer
than population growih of J perszac
African markeis are opening, fareign
investment is (ncreasing, and economic
performancs i Impereving in a wide
range of arzas. These facts wanslate
inta betzer lives for mililons.

Alrica’s social and economis

ress is sall fragila: 45.percens of the
populadon sull lives on lessthan Sl 8
day. A legacy of social uarsst and
etnnic rivalry coabioues to slow de-
velagment And cricctive davelopment
in tha regioa will require a hedfty 4 ta 1O
percant annual GDP growd.

The challenge of poverty eradication
15 a5 large as che contimens useif. Suc
recenl progress provides a plaform oa
which to build 1 berter fyture.

Despite receat events in Zaire/
Congo and Sierra Leone. significaat
improvement ia golitical stability and
the zhift ta democracy have under-
pinned social peace ina much of Altics.
encouraging the parusipadon of dwil
saciely i the developmenr procsass.

and sirsngracning tha lcfiumacy of
governmenis. Alsa policically crucial is
the new generauan of African lesders
wha ar= commuttad. qualified and
nanidesiogical. No-acnsense, ac-
countable pragmatism is aow the ruls.

Thesz palitical changes have laid 3
{oundaugn for better sconomic man-
agemant. As n other developing ra-
190s 2Xpengsncing nmpressive grawth,
tha K2y factor driving economc prg-
gr=ss i much of Afriea is imgroved
suzgnomie policy — liberalizing ez
changs rates. lowering or climinatiag

By Callistn Madavao and Jean-Louis Sarhil

We can see clearly the
benefits of sound &
economic palicies.

impart and invesument basTiers, and
dismandling price conuols.

These policies Mave, (a 3 reiatively
short period of time. made Africa an
increasingly auractive markat 1o in-
vasiors. Tne U.S. presidens and Cone
gress are considering a new palizy ta
prormotls Tade aad wvesiment i sube-
Saharan Africa — a suung vais of
coafidence in the ragion's future.

Ivary Coasi, Ghana. Uganda and
Scuth Africa are now moving Gward
Jeining Thailand. Malaysia and the
Philipgines ag hot new marksts for for-
2ign capital. And :n a world ecoaemy

tn whieh czpital. produstion and in-
formatica ars nighly mabiie, in whish
wvestars live by diversificarion and
ideaniying untapped markers. Afriez is
increasingly referred to as the final |
fronner of Zlosal Investment,

We it the World Zank can ses
clearly the benafis of sound scanomie
policies in [vary Coast. Uganda and
Mali, where exehange rale reforms
have improved expost competituveness
without sigruficant inflaton.

Togo, Lesotho and Uganda have av-
eraged |0 percaatl growih in rthe last
twa years. Policy reforms in the CFA
franc zone cauacries have led ro expon
expansion from negative ] percam
(991 to 1993) (o pasitive 4.5 percant
(1994 ro 19%46). -

Private capital is increasingly flow-
ing to Africa. zad sesing healthy ce-
tums. Private investment has increased
mare than 10-fold sine= the eacly
1590s, 1a $11.7 billion in 1996,

From 19900 1994, razes of returnon
forsign dirsct iavestment in Africa av-
eraged betwesn 24 and 30 peresne,
campaced with 16 lo i8 perzant for all
develaping countriss.

Capual marke(s are sezing a broader
rangeof invesiors, graatar participation
of private secior bosTowers. and im-
proved credicwrarthineass. .

. This progress is a good sign for
any African countrics. Howsver, it

! remauns fragile. There iz 5till mueh @

do belors the cantinent sacures the

broad-based ezanomic grawrh that dis-
unguishes the mos: dynamic parts of
the developing warld.

Governmencs mus! diligenily sec the
pace fer chaage by kezging thsir ecoa-
omies on 3 sound fogling, impreving
the banking sector, building raads, wa-
ter and sanization facilities, and giving
peaple access (o basic health and edy-
carion services, Africa's strengths mast
be hamessed in order 1o address the
bqﬂum-ime Buman 1s3ues of poverty,
illiteracy. unempleymen: and basic
health servicss, which continue Ia res

ire dramatic improvement.

The World Bank is working with
Alrican govarnments in’ these and
many other ireas. peawgding rechnical

.and financial support. -

Qur recznt Highly Indsbred Pear
Counuries iniriative seaks (o reducs the
finangial burden — a peimary stum-
bling black fer many African nations.
which often spend more on servicing
theic deir than on providing basic so-

* eial services. Fargiveness of millions

of dollars® warth of debt to countries
such as Uganda. which has made good
scanomic referms and is now sesing
Ihe benefits of sound policies. is ceniral
to assisting Africa's development.

Africa ir an the move, The changes
wa are wimessing, building foundstions
for prosperity and welfaze, are creariag
a new sease of hope in the furure.

The wriers. vive presidenss of the
Worid Bank, comtrihuced this camment
tg the [nternaiiong! Herald Triltune.




Meeting with Mr. Jack Kemp
Friday, June 27, 1997
9:00-9:15 a.m.
Conference Room MC-11-401

e At your request, a briefing session has been organized for Jack Kemp, in
preparation for his trip to Africa. He will be traveling to Zimbabwe and
South Africa next month, and has expressed interest in discussing the
overall political and economic situation of the region. The Africa team
has also prepared specific briefings on Zimbabwe and South Africa.

e Mr. Kemp and his associates (Dr. Lawrence Hunter, Chief Economist of
“Empower America” and Mr. Gregory Fossedal, Chairman of the
de Tocqueville Institution and advisor to Mr. Kemp on Africa issues) will
arrive in the Bank at 9:00 a.m.

e You will introduce them to the Africa team (Jean-Louis Sarbib, Praful
Patel, Alan Gelb, Rene Bonnel, Sushma Ganguly) in Conference
Room MC-11-401, and share the first 15 minutes of the meeting with
them. Then, Jean-Louis will take over and deliver the rest of the briefing
to them, as you proceed to your next engagement (9:30 at MC-11-127:
Discussion of the Environmental Oversight Unit).

Mariscla
6/26/97
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SOUTH AFRICA

Meeting Participants

World Bank

Mr. James D. Wolfensohn

Mr. Jean-Louis Sarbib

Mr. Praful Patel

Mr. Alan Gelb

Mr. Rene Bonnel

Ms. Marisela Montoliu Munoz

. Meeting Brief

Empower America
Mr. Jack Kemp

Dr. Lawrence Hunter

Overview: South Africa’s political transformation has been achieved. The historic national
elections of 1994 were followed by successful local government elections and the adoption of a
new constitution in 1996. The success of the political transition has only added to the urgency of
transforming the political miracle into tangible economic results. The new government moved
quickly on the macro economic front and has succeeded in providing a stable macro
environment. But, a formidable development agenda still remains as poverty, inequality and an
insufficiently high growth continue to characterise the economic situation. The challenge is to
build on the success of the macro economic policies with reforms which will accelerate
productivity growth and deliver on the pent up demand for services, infrastructure and assets.
Even as Government seeks to address these challenges, it is already having to manage it second
political transformation: the transition from President Mandela to President Mbeki.

South African Reactions to Summit of 8 Focus on Africa

s overwhelmingly positive reaction to US/G7 focus on Africa.

o “trade for aid” theme generally well-received.

e skepticism about whether increased trade access to G-7 markets will actually materialise.

Key Economic Issues

e Despite a recovery from the recession

of 1991-93 to a real GDP growth

rate of 3% in 1996, unemployment
remains stubbornly high at about
32%.

o Past inequities in infrastructure and
social services provision mean over
half of the population lies below the
poverty line.

Population:
GDP (1996, $US):
GNP per capita (1996, $US):

GDP growth:  3.5% (1996);
Fiscal deficit:  5.1% (1996);
Inflation: 8.7% (1996);
Non-gold export growth:
IBRD budget per year:

IFC portfolio:

MIGA guarantees:

Amount of first IBRD loan:

41.5 million
126 billion
3,100

2.4% (1997f)
4% (19971)
9.5% (1997f)
12%

US$3.5 million
US45.9 million
US$28 million
US$46 million




A long-term strategy for poverty reduction and economic growth must feature labour-
intensive industrialisation, increased foreign direct investment and growth in services such as
tourism, in addition to delivery of services.

But South Africa’s industrial sector has hitherto been heavily protected; industrial labour is
viewed by domestic and outside investors as militant, high cost and hard to manage; and high
crime rates and some uncertainty about a post-Mandela South Africa may be dampening
foreign investment.

Macroeconomic management is tricky with many needs and constraints, low domestic saving
rates (16.7% of GDP), balancing redress of past inequities with the dangers of high populist
spending; opening up to the global economy while minimising job losses associated with
increased competition; attracting foreign capital towards investment and development while
minimising the policy management difficulties and risks associated with those flows.

Major Macroeconomic Targets and Achievements

Inflation has steadily declined, falling to a 24 year low of 5.5% in April 1996. Despite the
rand’s depreciation in 1996, the authorities continue to have inflation under control - at 9.2%
oya, November CPI was below expectations and it is unlikely to reach double digits in 1997.

The fiscal deficit has declined in each year of the new Government and the 1997 fiscal target
of 4.1% of GDP is likely to be met.

GDP growth is targeted at 6% by 2000. This is feasible but will be difficult to attain. It will
depend critically on: an increase in the domestic savings rate from the current level,
accelerated export growth, increased tourism receipts and higher foreign direct investment.

Comments

Internal debate still persists over the course of economic policy. In 1996 the ANC often differed
with its traditional alliance partners (labour unions and the South Africa Communist Party) on
crucial issues such as privatisation, labour market flexibility and the role and scope of government
spending. So far these differences have been finessed but the time is approaching for concrete steps
and decisions, which will likely lead to more open confrontation.

Regional Challenge

With South Africa contributing 80% of the sub-region’s GDP of US$ 150 billion, it is the
largest and most prosperous market in sub-Saharan Africa.

Under South Africa’s leadership, regional infrastructure projects in transport, power, and
water are increasing. In this context, the issue of regional economic integration is an important
aspect of the economic debate with SADC countries.

But issues remain of South Africa’s openness in terms of trade with neighbouring countries,
immigration policies, and potential domination of smaller countries.



Key Political Issues:

With the signing of the new constitution, South Africa has completed the transition to a full
democratic state. But concerns about the political transition remain:

o Who will succeed Mr. Mandela? During the National Conference of the ANC in 1997, Thabo
Mbeki, the current Deputy President, is expected to be nominated and endorsed as the ANC’s
candidate for the 1999 presidential elections.

o Will the ANC split? ANC is the dominant party, having captured 63% of the vote in the last
elections and currently controlling seven of the nine provincial governments. Several factors
have, however, weakened the unity of the ANC: (i) The competition for Mr. Mandela’s
position; (ii) the Government’s inability to deliver on the promises of the RDP; and (ii1)
labour’s opposition to Government’s macro policies.

As long as Mr.Mandela continues to unify the party, a split is not expected. Many, however,
feel that this may not be the case after 1999.

A leading member of the Nationalist Party, Roelf Meyer, who played a nationally acclaimed
role in the constitutional reforms in RSA, and General Bantu Holimisa, a former ANC member
with strong grass roots connection, have united in an attempt to form an opposition party that
can appeal to a broader constituency.

e  Will the alliance with Labour and the Communist party survive? Increasingly labour and the
communist party have challenged the economic strategies of Government. Without the support
of labour, in particular, Government may find it hard to implement its economic program. At
risk, for example, is the pace and extent of privatisation.

Comment

These political tensions suggests that the implementation of the economic agenda will not be easy
for the next President. This is well recognised within the ANC and in its recent retreat, the party
has undertaken a serious self-evaluation. The ANC has committed itself to reinvest in its alliance
with labour and go back to the grass-roots. The retreat revealed once again the strong sense of
self-criticism and open debate that has characterised the ANC. Whether these will be sufficient to
overcome political problems that the ANC faces in the implementation of its economic strategies,
remains to be seen.

International Politics:

¢ As the ANC establishes itself domestically in the context of a democratic South Africa, it is
being tested in the international arena. The key issue it faces is to define its role as a regional
power.

*  ANC does not wish to play too visible a role in regional politics fearing that it will confirm the
suspicion of many that it is a “regional bully.” At the same time, the ANC feels that it has a
new vision to offer in international politics under the moral authority of Mr.Mandela. e.g.
South-South partnerships (India and Malaysia) and a role of mediator (Zairc)



ANC is keen to establish its autonomy in global politics and this includes showing loyalties to
countries that supported the ANC during the apartheid era (e.g. Cuba and Syria).

South Africa and the World Bank

The relationship has been path breaking - driven by the South Africa’s demand, focused on
accessing the Bank’s knowledge of international development rather than money and based on
widespread consultation. Good partnerships have been formed through technical assistance and
co-operation on key policy issues (macro, poverty, land reform, water, urban, and fiscal).

South Affrica has been cautious about accessing IBRD finance. Incurring large foreign debt is
an issue as is, on the part of some groups (labor, NGOs in particular), suspicion of the Bank.
But, the relationship is shifting. One area of growing need- where the Bank could provide
experience and assistance - is implementation, as government strives to meet needs for
services. In this context, South Africa has accessed its first loan (Industrial Competitiveness
and Job Creation Project, $46 million) to improve the competitiveness of small and medium
enterprises, especially in the export sector.

To date, IFC has invested over $46 million and MIGA has provided $26 million of guarantees.
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ZIMBABWE
Mr. Wolfensohn’s Meeting with Mr. Jack Kemp
June 27, 1997

INITIAL REACTION TO US/G7 INITIATIVE

¢ Press reaction is favourable. Indications are that . - Eeommi idicaruss .
Zimbabwe would be interested in participating in : Opum@"" Ll il (1508)
o e Population Growth: 2.4%
LSO st GDP (1996, US$): 7,507 million
0 However, country seems to be unclear whether GNP per capita (1996, US$): 610
they would qualify. GDP growth: 2% (1991-1995): 8.1% (1996)
Investment as % of GDP: 18% (1996)
BACKGROUND Fiscal Deficit (% of GDP): 10.6% (FY 1997)
e High investment in education and health have l“ﬂaﬁo“\(%): 23%( 1995); 16%6(1996)
resulted in Zimbabwe being a “success story” as Bt Gronth: 1oL 1996); 128 (1997)
concerns health and education.
e Asset redistribution (land and firm ownership) is SR iy Cikel
becoming a major factor in political debate. Literacy rate: 85%
However, poverty is not as widespread (25%) as in | Gross primary enrollment: 119%
many other African countries. Gross secondary enrollment 45%
e Economic growth has been slow: per capita Ut ety Al 5%
] 2\ ) : Access to health services 82%
income declined in 1980-93. Main reason was ; ;
- i .. s Life expectancy at birth (years): 58
focus on import-substitution strategy, which is
inadequate for a country with a small domestic
market like Zimbabwe. In recent years, private
firms, particularly small and medium indigenous Zimbabwe’s Trade
firms, have- been crowded out due to high inte_rest Zimbawe’s trade balance is positive. Exports
rates resulting from large government borrowing. (US$2.5 billion) consist of agricultural products
(58%) (mineral products (31%) and manufactured
RECENT DEVELOPMENTS products (33%). Imports amount to US$2.2
o After several years of reform, Zimbabwe is bl]h_on' )
enjoying an economic revival. Growth averaged | Main exports are tobacco, cotton lint, gold.
2% p.a. in 1990-95, but rose to 8% in 1996. Key mineral products (nickel, platlnlum?., ferro-alloys,
B fmd other ma{]ufautured products. Success story
includes horticulture exports. Exports and
¢ Two good rainy seasons: agricultural imports to the US are about US$100 million
output increased by 40% in 1996, Direction of Trade: Most dynamic market is
¢ The economy is private-sector based; South African countries. Exports to African
parastatals are not a key constraint on countries increased by 64% in US$ in 1994-96.
growth; They are now nearly equal (US$1 billion) to
¢ Export-based growth: 29% increase in exports to industrialized countries (US$1.1
exports (US$) in 1994-96. billion).
¢ Credit worthiness is not an issue: the country has never recheduled its external debt.
¢ The Government is now committed to tackling main remaining constraint to growth

(large fiscal deficit) and has formulated a well conceived strategy for the next stage of

economic reform.

Prepared by:Rene Bonnel Ext. 34257




¢ An IMF/Bank mission has just reached understanding on the FY98 budget to be
announced in July, which can provide the basis for negotiating a new IMF program.

0 The Government is moving ahead with privatization. The creation of a Privatization
Agency is expected to be announced soon. The offer of Dairy Board to the general
public in June 1997 signals that the Government is moving ahead with the much
delayed implementation of its privatization program.

MESSAGES:

1. Zimbabwe has the potential to become one of the leading countries in Africa
¢ Assets include: well educated labor force; good infrastructure, developed financial
sector; a relatively large industrial sector (39.8% of GDP); and developed legal
system. )
0  Within SADC, South Africa and Zimbabwe could become a strong center of
economic development.

2. Macroeconomic stability is the key for sustained growth
0 Agreement on a macroeconomic program would enable increased flow of low cost
donor and Bank resources that could be swapped for more expensive domestic debt,
and thereby help reduce public debt service (currently one third of public revenues).
¢ This would also reassure investors, and permit interest rates and inflation to decline.

3. Trade: needs to become more “export-oriented”
0 Further restructuring in tariff rates are needed for sound economic development. (The
tariff structure was revised in March 1997, but rates still range from 0% to 85%).
¢ Zimbabwe is a participant in the Cross Border Initiative and it signed the SADC
agreement providing for free trade within eight years. A timetable for further tariff
reform is to be introduced by December 1997.

4. Foreign investment is essential for Zimbabwe.

¢ Strong government interest: Government does not have the needed resources to
finance the needed investment in infrastructure.

¢ Two main areas: Infrastructure (power, telecommunications, railroads); and export-
oriented investment (mining, agro-industries, manufacturing).

¢ Potential: Foreign investment has been small (US$30-50 million per year) but is
increasing (applications have reached US$1 billion).

¢ Issues: Foreign investment has been adversely affected by indigenisation issues (e.g.
Union Carbide) and perceived lack of transparency in privatization. However,
Government’s objective of expanding indigenous ownership of firms is now been
achieved through with National Investment Trust (Malaysian model). i

5. Bank/IDA support for Zimbabwe could be increased

¢ The World Bank could provide up to US$100 million from IDA, US$40 million from
IBRD, as well as guarantees for private sector investment.

0 Increased absorption of foreign exchange inflows: issue is to avoid appreciation of the
real exchange rate, which would be harmful to exporters and long-term growth. This
could be achieved through a combination of tariff reduction and exchange rate
depreciation.

0 Increased exports would be facilitated by easier access to foreign markets.

Prepared by:Rene Bonnel Ext. 34257



Zimbabwe

he import substitution strategy imposed by sanc-

tions during the Unilateral Declaration of

Independence period—1963 to 1980— resulted
in Zimbabwe having a relatively diversified economy at
independence in 1980. The manufacturing sector was
the most developed in Sub-Saharan Africa, providing
more than 25 percent of GDP. In the early 1980s mining,
manufacturing, and agriculture each accounted for over
20 percent of export eamings. However, land and other
increase productive assets were heavily concentrated in
the hands of the white minority, less than 2 percent of
the population. The indigenous majority had gained
political power but little participation in the formal
gconomy.

To improve equity following independence, Zim-
babwe gave priority to human resource investments and
support for smallholder agriculture. As a direct conse-
quence of these initiatives, smallholder agriculture ex-
panded rapidly during the first half of the 1980s and
social indicators improved quickly. By 1990 life expec-
tancy was 64 years and Zimbabwe had a lower infant
mortality rate, and higher adult literacy and school en-
rollment rates than the average for developing countries.

However, overall economic growth remained below
population growth. GDP per capita steadily declined and
an increasingly large number of school graduates could
not find formal employment. The scope for further
groWwth and employment expansion through import sub-
stituting manufacturing diminished over time and fiscal
constraints forced a reduction in support to small farm-
ers in the late 1980s. In an effort to attain a higher growth
path and expand employment within a fiscally sustain-
able framework, Zimbabwe embarked upon a program
of structural adjustment in 1991 supported by the World
Bank and IMF.

Recent Economic Developments

Since 1991 the array of structural reforms introduced by
Zimbabwe to increase the role of markets has been
impressive. However, public enterprise reform has been
slower than anticipated and the fiscal deficits have re-
mained large. The resulting large public sector borrow-
ing and the severe droughts in 1992 and 1995 have

567

prevented the anticipated supply response to structural
adjustment from materializing. On average, GDP per
capita fell by about 2 percent a year from 1991 to 1995,
Public sector borrowing of over 10 of GDP a year
since 1991 has resulted in high real interest rates and a
rapid rise in public debt. Interest payments rose to 22
percent of government expenditure in fiscal 1995 and
now severely constrain discretionary expenditure. Non-
interest expenditure fell from 38 percent of GDP in
fiscal 1991 to 28 percent in fiscal 1995. As a result, the
ratio of central government expenditure on education
and health to GDP has been compressed, though its
share of discretionary expenditures has increased.
Inflation rose from below 20 percent in 1990 to 42
percent in 1992 as a result of drought-induced shortages
of agricultural materials, relaxed monetary policy, the
removal of price controls, major increases in the price
of parastatal outputs such as power, and exchange rate
depreciation. Relatively tight monetary policy and good
agricultural recovery reduced inflation to below 20 per-
cent by the end of 1993, but it crept back above 20
percent in 1994 and 1995. The real exchange rate fell by
about 30 percent in 1991, increased by about 20 percent
in 1992, and has remained relatively stable since then.
Outward-oriented sectors such as horticulture, min-
ing, and tourism have responded well to the new policy
environment by attracting new investment and achieving
vigarous growth. In 1995 Zimbabwe received more than
I million tourists who generated approximately $250
million in foreign exchange earnings. Buovant tobacco
exports, and favorable international commodity prices
have resulted in a substantial increase in foreign ex-
change reserves to about five months of imports. The
balance of payments position is expected to strengthen
further in 1996 and 1997 as a result of the good rainy
season in 1996 and the commencement of platinum ex-
ports that are projected to add upward of $200 million to
annual export earnings. Preliminary projections suggest
that the economy will grow by about 7 percent in 1996.

Social Indicators

Zimbabwe's achievements in the social sectors are im-
pressive, in spite of low economic growth, drought,



Zimbabwe

fiscal constraints on the provision of social services
since 1991, and the rising incidence of AIDS. Food
relief and supplementary feeding programs have pre-
vented a rise in malnutrition. School enrollment rates
have been maintained, and infant mortality is still only
about 50 per 1,000. However, this is bound to rise over
the next few years, as over 5 percent of babies born are
now HIV positive at birth. The progress achieved in
human resource development since independence is
now under pressure because of fiscal constraints, the
need to spread limited social sector resources among an
ever widening array of high level health and education
options, and the spread of AIDS. Real per capita spend-
ing on health and education has declined since 1991.

About 25 percent of the people in Zimbabwe were
poor in fiscal 1991, and 7 percent were very poor, with
insufficient purchasing power to secure access to an
adequate basic food basket. The average rate of poverty
for Sub-Saharan Africa as a whole is 47 percent. The
overwhelming majority of Zimbabwe’s poor live in
semi-arid communal and resettlement areas, and there
has been virtually no growth in these areas since the
mid-1980s. Production in these areas is now threatened
by the environmental fragility of the natral resource
base and the unsustainability of existing farming prac-
tices. Hence, improved access to better quality land for
small-scale farmers and changes to farming systems to
avoid further environmental degradation are pressing
issues. The highly unequal distribution of agricultural
land and a poorly functioning land market reduce the
efficiency of land use and labor demand in rural areas.
Unequal access to water and subsidies for water on large
farms exacerbate inequality and contribute to the inef-
fectiveness of the land market.

368

In the longer term, sustained poverty reduction de-
pends very heavily on expanding non-farm employ-
ment. Formal sector employment has only increased
1.5 percent a year since independence, so the majority
of new entrants to the work force have had to seek
income earning opportunities in small-scale farming
and informal sector activities. Though the structural
adjustment program was in large part motivated by a
desire to generate additional employment opportuni-
ties, this has yet to be realized because of the limited
supply response.

External Environment

Zimbabwe's economy continues to be vulnerable to
external shocks from weather and world prices for ex-
port commodities. Low and erratic rainfall has severe
adverse effects on overall economic performance and
food security. To address the food security issue in the
short to medium term, an early warning system is in
operation in collaboration with the other members of the
Southern Africa Development Community, and Zim-
babwe is holding a strategic grain reserve. A long-term
solution depends on the development and promotion of
more drought resistant crops, improvements in water
resource management, and further diversification of ag-
riculture.

Though exports are more diversified than in many
other countries in Africa, a few primary products still
comprise large shares of total exports; tobacco and gold
each constitute about 15 to 20 percent. Three encourag-
ing recent developments have been development of
platinum mining, an increase in tourism, and continued
expansion of horticulture exports.



Zimbabwe at a glance

Sub-
POVERTY and SOCIAL Saharan Low-
Zimbabwe  Africa income Development diamond*
Population mid-1995 (miilions) 11.0 589 3,188 Life expectancy
GNP per capita 1995 (L/S3) 540 490 460
GNP 1385 (billions USS§) 59 289 1,468
Average annual growth, 1990-35
Population (%) 2.4 28 1.8
Labor force (% 2.4 2.8 1g |GnP Garass
per primary
Most recent estimate (latest year available since 1985) capita \/ enroliment
Paverty: headcount index (% of population) 26 - ..
Urban poputation (% of total populatian) 32 3 29
Life expectancy at birnth (years) 57 82 63
Infant mortality (per 1,000 live births) 55 92 58
Child mainutrition (% of children under 5) 16 s 38 Access to safe water
Access (o safe water (% of population) 74 47 75
lliteracy (% of population age 15+) 15 43 34 )
Gross primary enrollment (% of school-age population) 119 71 105 — Zimbabwe
Male 123 77 112 — Low-income group
Female 114 g4 a8
KEY ECONCMIC RATIOS and LONG-TERM TRENDS
1975 1985 13994 1985 Esarbiile ratlayd
GOP (billions US3) 35 4.5 5.8 6.3
Gross domestic investment/GDP 26.3 17.2 18.4 18.5 Openness of sconamy
Exports of goods and nen-facter services/GDP 29.5 31.2 39.8 33.0
Gross domestic savings/GDP 25.1 213 18.3 16.5
Gross naticnal savings/GDP 20.4 23 14.0 12.6 ﬁ
Current account balance/GOP 6.7 3.4 -4.5 -3.0 Savings X Investmeant
Interest payments/GDP 0.1 2.8 3.3 a3 v
Total deat/GDP 53 53.4 75.4 72.8
Total deot service/axports 0.7 32.7 - |
Present value of debt/GDP 50.3 -
Present value of debt/exparts Indebtedness
1975-84 1985-85 1994 1985
(average annual growth) — Zimbabwe
GDP 3.4 25 5.2 -1.1 ;
GNP per canita 08 8 B3 A5 | —lewinmomegou
Exports of goods and nen-factor services 1.9 4.8 15.3 50
STRUCTURE aof the ECONOMY
1975 1283 1934 1995 Growth rates of output and investment (%)
(% of GOP) ks
Agriculture 17.0 20.2 16.3 16.3 T
Industry 38.0 302 35.4 35.4 10 RA
Manufacturing 23.5 229 26.4 25.4 i , .~
Services 45.1 48.5 48.3 48.3 F 90 9 33 94 38
-10
Private consumation 62.1 50.1 63.0 g5.1 .20 I
General government consumptian 128 28.5 18.8 18.5
Imperts of goods and non-factor services 30.7 27.1 39.9 38.0 QoF  T==00P
1975-84 1985-95 1994 1995 f
(average annual growth) ; Growth rates of exports and Imports (%)
Agriculture 0.2 2.2 3.0 -12.0
Industry -0.2 a7 e ] 0.9
Manufacturing 3.1 2.4 10.0 -2.0
Services 5.5 2.5 3.1 1.7
Pnvate consumption 38 4.4 -1.1 -1.4
General government consumption 13.2 0.2 3.8 0.8
Gross demestic investmeant 0.2 -1.5 -0.4 -14.0
Imponts of geads and non-factor services 5.8 4.2 8.5 -0.3 —Eiparts  —o=impoits
Gross national precuct 3.1 2.0 4.2 -0.8

Note: 1995 data are preliminary estimates. Figures in itaiics are for years other than those specified.
* The diamonds show four key indicators in the country (in bold) compared with its income-graup average. If data are missing, the diamond will

be incemplete.
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Zimbabwe

PRICES and GOVERNMENT FINANCE

1975

Damaestic prices

(% change)

Consumer prices 10.0

Implicit GOP deflator a5

Government finance

(% of GDPR)

Current revenue

Current budget balance

Cverall surplus/deficit

TRADE

1975

(millions US$)

Total exports (fod)

Tobacca

Gold

Manufactures
Total imports (cif)

Foed

Fuei and enargy

Capital goods

Export price index (1987=100)

Import price index (1987=100)

Terms of trade (1987=100)

BALANCE of PAYMENTS

1975

(millions USS)

Exports of goods and non-factor services 1,002

Imparts of goods and non-factor servicas 1,088

Rasource balance -86

Net factor income 83

Net current transfers -84

Current account balance,
before official transfers -233

Financing items (net) 225

Changes in net reserves 8

Memo:

Reserves including geld (mill. USS3) 129

Conversicn rate (local/lUSs) 0.6

EXTERNAL DEBT and RESOURCE FLOWS

1875

(miﬂfons’USS)

Total dedt cutstanding and disbursed 187
IBRD 19
IDA . o]

Total debt service 8
IBRO 5
IDA o]

Composition of net resource flows
Cfficial grants 0
Ctticial crecitors -6
Private creditars 0
Foreign direct investment 0
Pontfeiio equity 0

World Bank program
Caommitments ]
Disbursements Q
Principal repayments 5
Net Hlows -5
Interest payments 1
Net transfars -5

1885

14,2
7.3

33.0
-5.8
-8.9

1985

1385

1,229
1,211

-126
-45

253
-100

1.6

1988

2,415
208

422
16

114

19884

22.3
24.2

29.2
-3.3
-11.2

1994

1,891
425

682
1,665

201
608

108
B1

1994

2,305
2,31
-8

-309

-258

421
-162

492
8.1

1994
4,368

313
608

. 264
146
-185

50

135
42
83

47

1985

23.0
226

291
-5.0
-12.1

-189

261
.72

672
8.7

1985

4,568
560

689

220
117
-130

50

47
-

.49

Inflation (%)
50
@
0
20
10
0+ i
50 91 92 <] (1 95

——GDP def. =—e=CP|

Export and impaort levels (mill. USS)

3,000

29 20 91 92 <] £ 95
[ O Exports @lmparts

Current account balance to GDP ratio (%)
0 - ; . T |
Lao—] 50 L %2 ] L 95

A0 =

Composition of total debt, 1995 (mill. USS)
G A
540 880
B
336
! F
772 e
455
[»]
E 682
1183
A -I1BRD € - Bilateral
B-IDA D - Qther multilataral F - Private
C- IMF G - Short-term

World Bank Intarnational Econcmics Department, September 1996
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Zimbabwe
Most Same regionfincome gro up. Next
Latest single year recent CTSwbss T higher
Unit of estimate Saharan Low- income
Indicaror measure 1970-75 1940-85 1989-94 Africa income group
Priority Poverty Indicators
POVERTY
Upper poverty line local curr. 400
Headcount index % of pop. 26
Lower paverty line local curr. 242
Headcount index % of pop. % - 8 & G -
GNP per capita Uss 590 420 490 500 350 1.670
SHORT TERM INCOME INDICATORS
Unskilled urban wages local curr.
Unskilled rural wages -
Rural terms of trade = & i
Consumer price index 1987=100 it 78 389
Lower income i s 78 177
Food®
Urban e i
Rural = 77 184
SOCIAL INDICATORS
Pubiic expenditure on basic social services % of GOP
Gross enrollment ratios
Primary % school age pop. 73 135 119 71 105 104
Male " 79 140 123 77 112 105
Female a 67 131 114 64 93 101
Morality -
Infant mortality per thou. live births 93 80 34 92 38 36
Under 5 momality " - " 81 161 101 47
Immunization
Measles % age group 78.0 87.0 5L4 86.2 774
DPT i " 72.0 89.0 53.5 89.1 82.0
Child malnutrition (under-3) % i 14.0 15.5 38.2
Life expectancy
Total years 52 56 58 52 63 67
Female advantags " 35 3.6 2.5 33 24 6.4
Tolal fertility rate births per woman 7.5 6.6 4.0 59 33 2.7
Maternal mortality rate per 100.000 live births 145. w80
Supplementary Poverty Indicators
Expenditures on social security % of total gov't exp. 4.4 38
Social security coverage % econ, active pop. “
Access to safe water: total % of pop. L4
Urban i 5 100.0
Rural " .. 10.0
Access 10 health care i W 71.0
rl
| P lati th rat i b
| YPaaon growti rofe GNP per capita growth rate Development diamond
i 6" (average annual, percent) (average annual, percent)
f 0% Life expectancy
! st _
| e +
| i ¥ GNP Gross
! j I I — pri
: ! P'ﬂ" primary
i capita . enrollment
i i =
J - l
‘ e e A . e
L 1970-75 1980-85 1989-94 I 1970-75 1980-85 1989.94 CCess to safe water

[ Zimbabwe
—— Low-income

a. See the technical notes, p.387. b, The development diamond. based

compared with its income group. See the introduction.
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Zimbabwe

Most Same region/income group Next
_ Latest single year recent  Sub- higher
Unit of estimate Saharan Low- income
Indicator measure 1970-75 1984)-35 1989-94 Africa income group
Resources and Expenditures
HUMAN RESOURCES
Population (mre=1994) thousands 6,065 85319 10,778 571.902 3.182.221 1.096.881
Age dependency ratio ralo .07 1.96 0.85 0.94 0.66 0.63
Urban % of pop. 19.6 25.2 3.4 30.6 28.3 55.9
Population growth rate annual % 28 34 23 28 1.7 1.3
Urban " 5.6 5.8 4.6 49 32 27
Labor force thousands 2,762 3.832 5.051 254,250 1,590,533 488.647
Agriculiure % of labor force 15 70 68 63 67 36
[ndustry i 1e 10 8 9 14 26
Female 44 44 44 41 39 40
Labor participation rates
Total % of pop. 46 46 47 44 50 45
Femnale " a0 20 2l 37 41 16
NATURAL RESOURCES
Areza thou. sq. km 3590.76 390.76 390.76 2427383 4039142  40.594.43
Density . pop. per sg. km 15.52 21.29 26.96 2290 7744 26.66
Agricultural land % of land area 19.18 19.32 19.59 5t.6l 5242 41.08
Change in agricultural land annual % 0.00 0.03 0.03 0.01 - Q.16 -1.38
Agricultural land under irrigation % 0.94 1.96 250 0.86 17.84 11.40
Forests and woodland thou. sq. km 95.06 88.97 5323.14 7,632.00 5,969.25
Deforestation (net) % change. 1980-50 25 0.66 5 i 5
INCOME
Household income
Share of top 20% of households % of income 62
Share of bottom 40% of households = 10
Share of sottem 20% of households 4
EXPENDITURE
Food % of GDP 25.6
Staples b 5.8
Meat. fish. milk. cheese, eggs * i 12.0 i % = ”
Cereal imports thou. metric tonnes 57 153 538 14.051 36,922 68.936
Food aid in cereals = - 131 900 5,079 8,516 5771
Food production per capita 1987 = 100 147 133 84 102 1i5 102
Fertilizer consumption kg/ha 19.8 222 20.8 53 58.5 46.3
Share of agniculture in GDP % of GDP 16.2 18.0 13.4 19.5 276 14.0
Housing % of GDP . 8.0 =
Average household size persons per household
Utban i 4
Fixed investment: housing % of GDP 0.8
Fuel and power % of GDP " 33 & 4 “
Energy consumption per capita kg of oil equiv. 441 391 432 251 373 1,602
Households with electnicity
Urban % of households
Rural " %
Transport and communication % of GDP s
Fixed investment: transport equipment " i 2.0 5
Total road length thou. km 81 78 91
INVESTMENT IN HUMAN CAPITAL
Health
Population per physician persons 6.300 5942 3,064
Population per nurse = 645 9%0 7 5 G &
Population per hospital bed 300 693 1.959 1316 1,034 592
Oral rehydyration therapy (under-3) % of cases g 77 37 38
Education
Gross enrollment ratios
Secondary % of school age pop. 9 41 45 24 48 63
Female & 7 33 40 23 42 62
Pupil-tzacher ratio: primary pupils per teacher 4 40 38 40 39
Pupil-teacher ratio: secondary G 18 28 30 20
Pupils reaching grade 4 % of cohort g0 85 i
Regeater rate: primary % of total enroll 1 - - &
Hliteracy % of pop. (age 15+) 38 15 53 35
Female % of fem. (age 15+) " 45 20 54 46 @
Newspaper circulation per thou. pop. 19 24 19 12 236

World Bank International Economics Department, April 1996
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AFRVP Running Briefs; U.S./G7 Africa Initiative 1

Summary

U.S./G7 Africa Initiative

Initiative would support African countries willing to deepen reforms and
integrate into the world economy. G7 would review their programs to offer
increased market access, support increased private investment flows, work
with African countries to ensure well-targeted assistance to countries with the
greatest need and which carry out necessary reforms. .

Bank is fully supportive of the Initiative. Its thrust is consistent with the
direction of policy reforms we encourage, in Africa and elsewhere. Recent
news from Africa has been encouraging, with income/head rising over the
last three years. But deepening reform is essential. Without raising
efficiency and sustaining growth at over 6 percent, Africa cannot hope to
make a major dent in poverty. Evidence from Africa shows that, as
elsewhere, sound economic policies are reflected in better performance.

Bank and Fund urge G7 to improve market access for poor countries; phase
out the subsidization of agricultural exports which compete with their
production; provide temporary and targeted financial assistance; and help
reduce riskiness of private investment.

We also agree that a narrow “trade” focus should be avoided; “aid for trade
and investment” not “trade in place of aid”. Foreign assistance will need to
play a key role in facilitating reforms and supporting basic services including
education and health, which are vital for both poverty alleviation and long-
term growth.

The G-7 Communique recognises the important role of the IFIs in supporting
reform in SSA. Bank/Fund program are central both to supply
complementary resources and encourage reform. The IFIs can offer increased
access to ESAF and IDA policy-based lending, maximum debt relief under
HIPC initiative and support to African capacity-building to strengthen
economic management. In addition, improved management will facilitate the
absorption of resources provided for education, health and essential
infrastructure.

The Initiative has already brought welcome attention to positive aspects of
African development and heightened commercial interest. This is essential if
the improved economic performance and management of the last three years
is to be sustained.

Alan Gelb, Regional Technical Manager, Economic Management and Social Policy, Africa Region, x37667

6/25/97



AFRVP Running Briefs; U.S./G7 Africa Initiative 2

e But it is essential that Africans lead the process and truly own any new
initiatives. There are encouraging signs of a new emerging leadership, ready
to take responsibility for economic management.

e The G7 Denver meeting is therefore a useful step in a process that will lead
to an Africa-led strategic initiative, supported by all partners and
stakeholders. In the follow-up to Denver, the Bank is willing to help this
emerge by playing a central facilitating role.

I. Description

e Africa was on the agenda of G7 (June 20 and 21, Denver, Colorado).

e Initiative notes recent progress in Africa on economic and political fronts. It
would support African countries which would be willing to commit to
comprehensive reform efforts, including improved trade regimes and
environments for private sector activity, effective public expenditure
programs including human resource development, and good governance. .

e (37 undertakes to increase market access, encourage investment flows and
work with African countries to ensure adequate and well-targeted assistance
to those with the greatest need and which are also undertaking essential
reforms. .

¢ Bank/Fund program are seen as central both to supply competing resources
and encourage reform.

II. Key messages

e Bank is fully supportive. The Initiative has already brought welcome
attention to positive aspects of African development and heightened
commercial interest.

But Africans need to lead the process and truly own any new initiatives.

e A narrow “trade” focus should be avoided; “aid for trade and investment”™
not “trade in place of aid”

e (7 Denver meeting can be the starting point for a process that will lead to an
Africa-led strategic initiative, supported by all partners and stakeholders.

III. Next Steps

e At Addis Economic Commission for Africa (ECA) meetings AFRVPs
informally contacted a group of African economists to provide intellectual
leadership to Africa initiative.

e Following G7 meeting, Bank will need to work with African clients to help
further develop the general recommendations towards concrete actions.

Alan Gelb, Regional Technical Manager, Economic Management and Social Policy, Africa Region; x37667
6/25/96



AFRVP Running Briefs; U.S./G7 Africa Initiative 3

IV. Issues Likely to be Raised and Suggested Responses

Should Bank support a G7 initiative that could cause trade diversion from
other members? Partnerships should be made available to all developing
countries.

Is the proposal compatible with sub-regional trading arrangements in Africa?
Unilateral reforms by a subset of African countries could conflict with sub-
regional trading arrangements.

Is a proposal involving selective trade policy concessions acceptable under
WTO trading rules? Are likely to be objections, but WTO rules are likely
flexible enough to argue consistency of such arrangements.

Will potential African partners participate? Risks should be mitigated by up-
front consultation with African governments and effective followup.

Could initiative dilute support for other initiatives (HIPC)? Possibly. But
the project must be seen in perspective and total grant components must be
taken into account.

V. Background.

The Initiative builds on the New Partnership for Development initiated in
Lyon. It also follows increasing domestic bi-partisan momentum in the US to
support Africa with a 1990s “Marshall plan”. There are at present two
initiatives:

e Congressmen McDermott, Rangel and Crane have introduced The End
of Dependency Act to that effect. Main US “offer” is to open up its
currently highly protectionist, quota-regulated textile market, and
allow increased imports, aiming towards a free trade area between the
US and at least some African countries by 2020. Bank staff provided
background analysis to assess US job loss effect of textile import
liberalization. Effect was deemed negligible, but degree of opening in
this area uncertain.

e US Administration Partnership for Economic Growth and Opportunity
in Africa. (Treasury Dept. Sec. Lawrence Summers. April 29, 1997),
outline of proposal presented May 27 to African Development Bank.
Main elements: 1) expanded access to US markets, 2) support for FDI
through OPIC funds of $150 million for equity and $500 million for
infrastructure, 3) sharpening focus of existing programs to support
trade and investment, 4) additional TA, 5) targeted commodity
assistance to reformers, 6) support for HIPC and also calls for
extinction of bilateral concessional debts owed by reformers, 7) high-
level dialog with African counterparts including annual ministerial-
level meetings. IFI involvement is seen as essential for such a
program.

Alan Gelb, Regional Technical Manager, Economic Management and Social Policy, Africa Region; x37667

6/25/97



AFRVP Running Briefs; U.S./G7 Africa Initiative

US Treasury requested and obtained a think-piece from Jeffrey Sachs
(Harvard Institute for International Development). On behalf of G-7, US
Sec. Treasury, Robert Rubin, requested Bank inputs regarding how Bank and
IMF could contribute. Joint response/strategy note sent to Rubin from JDW
and MC.

Joint IMF/BANK strategy note: “Towards Sustainable Growth in Africa: A
Note Prepared by the World Bank and the International Monetary Fund™:

¢ Fund and Bank have welcome these initiatives, but stressed African
leadership and ownership. Basic elements of an initiative involving
Fund and Bank to include: speed up liberalization; increase private
sector role; redefine government role.

¢ Fund and Bank offered increased access to ESAF and IDA policy-
based lending; maximum debt relief under HIPC; support to African
capacity-building in macroeconomic policy and management.

e Fund and Bank urged US and G7 to improve market access; phase out
the subsidization of agricultural exports; provide temporary and
targeted financial assistance; and help reduce riskiness of private
investment.

Germany, France and Japan are also preparing new Africa initiatives.
Prospective renegotiation of the Lome Convention offers the prospect of a
reappraisal of the Ecs policies on aid and trade.

V1. Special Issues (to know, not to raise)

Some G7 members have been irritated because they see the US as trying to
move debate away from its low aid levels.

Some are also skeptical and suspect that the thrust is backed by US business
interests. In general, the stance of the Europeans appears to have been
skeptical.

Alan Gelb, Regional Technical Manager, Economic Management and Social Policy, Africa Region; x37667

6/25/96



SS[DIY 5581d
s, dwsy W



Jack Kemp’s Article in The Journal Of Commerce:
“Africa’s Promising Change”

Jack Kemp’s article (June 26, 1997) echoes many of the Bank’s views regarding
recent improvements in Africa’s economic and political situation.

e Economic policy has improved, (lower inflation and a start to privatization)
and fatalism over Africa’s economic prospects is not justified. Interest in
Africa is increasing from private investors.

e Returns to foreign investment in Africa are high, and many African leaderes
welcome the thrust towards trade and investment promoted by the US.

Kemp also criticises IMF-led “austerity policies”, many of which are co-financed
by the Bank. However, a sound macroeconomic stance is an essential ingredient for the
improved economic performance he endorses, and African countries have had to correct
major macroeconomic imbalances, many of which have owed a great deal to poor policies.

e  Macro balances have indeed improved a great deal recently. As
macroeconomic equilibrium is secured, the agenda can, and must, shift to the
pro-growth agenda advocated by Kemp. Foreign assistance should be
targeted towards successfully reforming countries.

Alan Gelb, Africa Region, ext 37667. June 26
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Africa’

BY JACK KEMP
& DONALD M. PAYNE

For many Americans, the
legacy of a 513 billion debt left
by former President Mobutu in
Zaire, now Congo, represen(s
yer another African country
wrecked by a corrupt dictator-

ship, Wridng the continent off
so aasily would be a mistake.

Africa certainly has its share
of problems. From 1872 (o
1897, per capita gross domestc
producr for the continent actu-
ally declined slighty.

Yat, there's nathing intringic
to Zaire, or any other coungy
in Africa, 10 suggest they can't
enjoy prosperity if they are al-

promising changes

will be 800 significant offsrings
in 17 countries.

Africa lived most of the
1960s, '70s and '80s under tax
codes designed with very lirtle
concern for domesde develop-
ment — in some cases, aimed
at low-wage, commodity-based
production. In 1991, the aver.
age top tax rate in Africa ex-
ceeded 50%.

In recent years, though, the
country-average highest rate of
mxation in Africa has declined
nearly 8%. The-sate of raxation
at a per capita average income
is down 7%.

'Afritu capitalism is

is no worse than that of other
developing regions, despiie
higher rates of interest. Hence,
it offars a greater level of rerurn
for a given level of risk. African
profic margins by major West-
£rn corporations are IUnIing ag
close ta 25%.

African leaders aren't, for the
most part, asking for more offi-
cial development asslstance, ar
even for special consideration
on debr. They don't need more
International Monetary Find
austerity policies which pro-
mote devaluzdons of the cur-
rency and high tax rates. The
IMF’s record of failure in Africa
i{s monumental. By now, the
United States should know bet-

(2 Selicien. Mot lon afo, e becoming sigmificantly more  (°f 1048 0 W1 S0 R UL
bt b ot WA tended bur poisonous policy
same things one hears abou mix coming from the IMF and

Africa were said about Latin
America. Today, mest of Latin
America ig ar peace, people en-
joy the rights of self-govern-
ment and the economiezs of

African capitalism is also be-
coming signiflcantdly more dem-
ocratc. Recently, the Alexis de

ather internaconal creditors,
They'd like expanded trade
as weil as aid from the West,
and there are moves {n that di-
rection in the U.S. Congress. A

Chile, Brazil, Argentna and Tocqueville Instrution adapted . e

other parts of the E:mslnent ex- the U freedom Houss anpual ;ﬁlltgﬁ nﬁ:gmgmmﬁug"ﬁ'm
perience  brisk economic freedom rankings iAo a 100- . pon oo Chu]efa‘;n‘;‘:l‘
R point scale, On that scale, the now back a bill far U.5.-Africa

Africa doesn't yet approach
the transformation achieved in
Central and South America. But
at least half a dozen countries
have adopted liberal economic
policies, democratic politcal re-
forms, or both. If Laurent Kabila
and his economic adviser, Penn
State-educated Mawapanga Nan-
ba, are looking for budding
prosperity zones to emulate,
they need only to look a shorm
distance (o such countries as
Bowswana, Uganda and Kenmya

From 1988 through 1394, at
least seven African countries
achieved asser privatizauons ex-
cegding 5% of industrial output
per year - Tanzania, Mozam-
bique, Uganda, Toge, Benin,
Zimbabwe and Ghana. No Latn
or Asian councry matched this
pace through the 1980s. Ghana's
sell-off of the Ashand gold felds
opped 3% of GDP in one year
alone, and set a new standard
for African privatizaton.

Berween 1880 and 19895, the
pace of privatization offerings
in sub.Saharan Africa doubled.
In 1897, #'s expected thar there

average African country stood
ar just 16 points in 1985. It im-
proved tc an average of 31 by
1995, and is gecting close to 40.

Most important is the im-
provement in some of Africa’s
investable debt and equities
markets, including South Africa
{21 to 64), Ghana (7 to 36) and
Madagasear (21 to 57). These
improvements are on a par
with those of Latin America
and Asia. and comparable to
the improvement in Eastern
Europe — all areas that have
enjoyed significant bull markets
in debt and equities in recent
years.

Africa has some solid assets
in the competidon for capital,
and not just its natural and hu-
man resources, One is a steady
manerary policy: From 15870 1o
1990, Africa's continental infla-
tion rate was virtualy indistin-
guishable frem thar of Asia,
and a fracdon of the level of
annual, price increases in Ladn
America.

A 1994 history of sovereign
debt defaults by 3Salomen
Brothers shows Africa's record

trade liberalization.

Many African leaders also
wouldn’t mind if the IMF and
other members of what George
Soros calls “the debt collective”
took 1 more pro-growth stance
regarding tax and spending pol-
icies. Some propose a special
facility to help African countries -
reduce their bloated military
budgets. The United States is
helping to slash military spend-
ing by the creation of the Affi-
can Crisis Respense Force.

Many African leaders would
welcome {f investors simply
tock notice of the high rates of
recurn in their countries. And
of the policy changes that are
making Africa a place ta invest
— not just for minerals but for
people, and not for sentiment,
but profit.

Jack Kemp wes the Repubifcan nomi-
nee for vice president /n 1996 and co-
chairs the Alexis de Taequevtile [nsel-
tution. Rep, Donald M. Payne. D-N.].,
is chairman of the Congressionai
Black Caucus intgrnational relations
lask foree, g
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