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EXECUTIVE SUMMARY

est Africa’s 15 economies are diverse across many dimensions of development. In

2018, income per capita ranged from $452 in Niger to $3,678 in Cabo Verde. Nine

countries saw growth of at least 5.0 percent in 2017 and 2018, and five have been growing at

that rate since 2014-16. While growth in those countries has been driven by agriculture, the

service sector has emerged to complement agriculture.

In 2018, estimated real GDP growth for West
Africa was 3.3 percent, up from 2.7 percent
in 2017. Between 2014 and 2017, West Afri-
ca’s GDP growth trailed the rate for Africa as
a whole, though it was faster than in Cen-
tral and Southern Africa. The tepid growth
reflected lower commodity prices, shrinking
oil production in Nigeria (by far the largest
economy in the region), and the impact of
the Ebola virus outbreak. Growth contraction
in Nigeria overwhelmed the high growth in
some of the smaller economies, pulling down
the region’s average. Growth in the region is
projected to remain subdued, at 3.6 percent
in 2019 and 2020.

Positive net exports and investments
were the main demand-side drivers of GDP
growth in 2018, while government consump-
tion and household consumption contributed
marginally. There was considerable variation
across countries, however, with household
consumption dominating GDP growth in 10
countries and investment dominating in Nige-
ria and Sierra Leone.

Historically, higher prices for the region’s
commodities have bolstered growth, so a
sustained recovery in prices, conditioned on
strong global demand, could improve growth
and macroeconomic conditions in the short

to medium term. Major risks for the region’s
economic prospects in 2019-20 include
fragile security conditions in Mali, Niger, and
northern Nigeria.

Among macroeconomic indicators, infla-
tion, fueled in part by expansionary fiscal
policy and supply-side constraints, remains
a challenge to investment and sustainable
economic growth in West Africa. Inflation
rose sharply to 13 percent in 2017, before
declining to 9.5 percent in 2018. It is pro-
jected to rise slightly in 2019 before leveling
off, assuming sound management of mon-
etary and fiscal policies and stable fuel and
energy prices. Inflation was low in members
of the West African Economic and Monetary
Union (WAEMU) at 0.9 percent in 2017, but it
was 11.0 percent in non-WAEMU countries.

Between 2008 and 2018, all the curren-
cies in the region depreciated in real terms.
West African countries must maintain a dif-
ficult balance between keeping exchange
rates stable to tame inflation and building
reserve buffers to deploy when commodity
windfall revenues are lower.

After improving during 2014-16, the aver-
age fiscal deficit deteriorated in 2017. The
fiscal deficit has generally been above 3 per-
cent for most West African countries, the




Weak transparency
and accountability
—and political
instability and
fragility—have
historically
prevented West
African countries
from mobilizing
enough domestic
resources to meet
development needs

convergence criterion, because of weak domes-
tic revenue mobilization and expansionary fiscal
policies. Efforts to diversify revenue sources have
been hampered by the private sector’s limited
capacity and by a reluctance to implement difficult
tax reforms and end costly government subsidies.

Weak transparency and accountability—and
political instability and fragility—have historically
prevented countries from mobilizing enough
domestic resources to meet development needs.
For most countries, the bulk of tax revenue is col-
lected from taxes on goods and services; interna-
tional trade and transactions; and income, profit,
and capital gains. Countries need to explore inno-
vative means of raising revenue through reforms
that enhance tax collection, minimize tax evasion,
and curb illicit financial flows. Widening the tax
base, including by bringing the informal sector into
the tax net, could increase revenue.

The current account turned to a surplus of
0.2 percent of GDP in 2017 and an estimated
0.4 percent in 2018, driven mainly by the 3.7 per-
cent surplus in Nigeria. The deficits in other coun-
tries ranged from 2.7 percent in Céte d’Ivoire to
22.4 percent in Liberia.

The ratio of external debt to GDP is trending
upward for many West African countries. The
average ratio increased from 13.5 percent in 2013
to an estimated 23.7 percent in 2018. Debt service
payments have also increased since 2010 and are
projected to remain high in the medium term. The
region’s ratio of debt service to revenue is pro-
jected to decrease to 16 percent in the medium
term. The decrease is based on ongoing reform
efforts to improve domestic resource mobiliza-
tion, as well as instituting new debt management
initiatives.

High unemployment presents an important
socioeconomic and policy challenge in West
Africa. After declining from 4.2 percent in 2010
to 3.7 percent in 2015, the region’s average rate
of unemployment shot up to 5.2 percent 2018.
But unemployment data are deceptive because
they mask high informal employment and under-
employment. The data also do not reflect the
long-term structural effects of informality on job
creation and of high population growth. Unem-
ployment reflects the economic structure and
population dynamics in individual countries, many

of which are dominated by the largely informal
agricultural and service sectors.

Structural transformation remains weak in West
African economies, especially those dependent
on extractive resources. From 2000 to 2015, labor
shifted from agriculture only marginally, by 6.4 per-
centage points, and industry’s share increased by
only 2.2 percentage points. Two-thirds of the shift
was captured by the service sector, whose pro-
ductivity does not seem to be much higher than
agriculture’s.

The Economic Community of West African
States (ECOWAS) seeks to drive economic trans-
formation by deepening integration through the
ECOWAS Trade Liberalization Scheme (ETLS).
But the proportion of intra-ECOWAS exports in
total ECOWAS exports was still just 11.9 percent in
2017—below the proportion of intra-Africa exports
in total African exports (16 percent).

Despite the immense potential for regional
value chain development, West African exports
tend to be biased toward advanced economies,
with more than 70 percent of goods for further
export directed to Europe and North Amer-
ica. ECOWAS member countries tend to be
mainly suppliers of primary inputs without signif-
icant value addition to penetrate export markets.
Smaller economies appear to be more globally
integrated than larger ones.

Lower integration into global value chains may
reflect the high prevalence and perverse effect
of informal trade, which may lead to a substan-
tial underestimate of the volume of trade. Formal
intraregional trade flows are also low because of
weak trade complementarity among West Afri-
can countries, the higher revealed comparative
advantage of foreign countries than of West Afri-
can countries in the products imported into West
Africa, and the higher trade costs within than out-
side the region. These factors reduce the com-
petitiveness of local West African products, while
weak institutional and physical infrastructure also
drive up costs. Nontariff barriers and import bans
further limit intraregional trade.

Several challenges must be addressed to
strengthen regional integration and engender
structural transformation that enhances growth,
creates jobs, and tackles poverty and other social
ills in West Africa.
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The first challenge is to increase the share
of intraregional exports in total exports, which
should enhance structural transformation. The
second challenge is to expand structural trans-
formation beyond the service sector to the
manufacturing sector. The third challenge is to
strengthen the primary links between regional
integration and structural transformation by
developing a dynamic industrial base with manu-
factured exports.

Policymakers need to focus on building pro-
ductive capacities, particularly for goods and
services for which trade complementarity can be
enhanced over the short to medium term. National
and regional policies must be consistent, and pro-
tectionist measures must be avoided, as they are
a disincentive to competitive regional trade and
help to perpetuate informal trade.

EXECUTIVE SUMMARY

While services may become an engine of
growth in Africa, manufacturing remains an
important anchor for transformation and industri-
alization in West Africa. Regional industrial clus-
ters or economic zones, supported by properly
designed and interlinked transport and power net-
works, could trigger transformation.

As regional and continental integration activities
gain momentum—the ECOWAS Common External
Tariff and the African Continental Free Trade Area
(CFTA)—their impacts on West Africa are likely to
be profound. Nigeria, as the largest economy in
Africa, should accelerate its consultations with key
stakeholders to guide its membership in the CFTA.
The CFTA is fully consistent with the founding prin-
ciples of ECOWAS; without ECOWAS's leadership,
regional integration in West Africa and at the conti-
nental level will not fulfill its promise.







PART

MACROECONOMIC
PERFORMANCE
AND PROSPECTS

his report is organized into two parts. The first presents a comprehensive economic

analysis of West Africa, focusing on key macroeconomic variables, including growth,

inflation, employment, fiscal position, and external debt. The second analyzes the interplay

between regional integration and structural transformation, with a view of how the former can

effectively lead to the latter.

ECONOMIC PERFORMANCE
AND OUTLOOK

West Africa’s 15 economies are diverse
across many dimensions of development,
and the region is home to some of the con-
tinent’s least developed countries. In 2018,
income per capita ranged from $452 in Niger
to $3,678 in Cabo Verde, one of the region’s
few lower-middle-income countries (figure
1). Nigeria’s income per capita was an esti-
mated $2,089, and its GDP was an estimated
$409 billion, or about two-thirds of West Afri-
ca’s total. The country accounts for half the
region’s population, and its size dominates
the region’s economic performance. Lower
GDP per capita is symptomatic of fragile
growth in a region with a growing population.
From 2010 to 2017, volatility in output aver-
aged 1.5 percent, resulting in part from weak
economic diversification.

Growth rates differ considerably over time
and across West African countries. Some
countries have experienced high growth,
even exceeding 7 percent in 2017 and 2018.
Nine countries saw growth of at least 5 per-
cent in 2017 and 2018, and four of them
(Céte d’lvoire, Guinea, Mali, and Senegal)
have been growing at that rate since 2014-16

(figure 2). Performance in these five fast-grow-
ing countries has been driven by agriculture.
But other sectors have emerged to comple-
ment agriculture. In Cote d’lvoire, manufactur-
ing has rebounded, benefiting from the private
sector’s renewed dynamism since the end of
the 2011 political crisis, and the energy sector
and domestic consumption have also con-
tributed to higher growth. In Guinea, invest-
ment in the mining sector has helped drive
growth. Guinea holds about 40 percent of the
world’s bauxite reserves and the world’s larg-
est iron ore deposits. Because of continued
investment in the sector, the country has had
an uninterrupted bauxite supply. It is devel-
oping a framework to increase local content
in bauxite while working to increase world
market share of aluminum. In both countries,
public investment, especially in infrastructure,
has also helped growth.

Despite security challenges, growth in
Mali has gained pace, bolstered by favorable
performance of the primary sector, mainly
agriculture. Niger’s growth is also explained
by good performance in agriculture, but oil
has also emerged as an important driver.
Rising investment, as well as robust exports
of zircon, peanuts, and phosphate, drove
growth in Senegal in 2018. Zircon exports




FIGURE 1 GDP per capita in West Africa, by country, 2014-18
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Source: African Development Bank statistics.

FIGURE 2 GDP growth in West African countries, 2014-20
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Source: African Development Bank statistics.

increased by about $4 million between August  Liberia has accelerated to 2.5 percent in 2017 and
2017 and August 2018." an estimated 3.2 percent in 2018. Sierra Leone

Liberia and Sierra Leone have recovered from  has followed the same pattern, despite flooding in
the Ebola outbreak, which caused their econo-  2018. Growth rates in both countries are projected
mies to contract in 2014-16. Since then, growth in  to return to pre-outbreak levels in 2019 and 2020.
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In 2018, average real GDP growth for West
Africa was an estimated 3.3 percent, up from
2.7 percent in 2017, when Nigeria consolidated its
recovery from the recession (see figure 2). In 2016,
the Nigerian economy shrank by 1.6 percent, as
output contracted across all sectors except agricul-
ture, which grew by 4.1 percent. Industrial output
contracted due to disruption in oil production asso-
ciated with vandalism of oil installations in the Niger
Delta. The contraction dwarfed the high growth
of smaller economies, resulting in lower average
growth for the region. Nigeria’s growth recovered
to 0.8 percent in 2017 and accelerated to an esti-
mated 1.9 percent in 2018, buoyed by the strong
performance of both the oil and nonoil sectors,
the latter led by an expansion in services, industry,
manufacturing and mining, and agriculture. Nige-
ria accounts for about two-thirds of the region’s
GDP, and any shock to its growth is reflected in
lower average growth for West Africa. Thus aver-
age growth without Nigeria has consistently been
higher than average growth with Nigeria (figure 3).

Between 2014 and 2018, West Africa’s GDP
growth rate trailed the rate for Africa as a whole.
East Africa had the highest growth rates, while
Central and Southern Africa both trailed West
Africa (figure 4). The medium-term outlook remains
positive in West Africa though much lower than in
other regions, except Southern Africa, and only
marginally higher than in Central Africa. In recent
years, Central Africa has been buffeted by lower
commodity prices and political instability, while
Southern Africa’s growth has been weighed down
by the weak performance of South Africa, the
region’s leading economy.

West Africa’s tepid growth over the past five
years was triggered largely by lower commodity
prices, shrinking oil production in Nigeria, and the
impact of the Ebola virus outbreak. The outbreak’s
greatest toll was in Guinea, Liberia, and Sierra
Leone during 2014-15.

Growth is projected to remain subdued at
3.6 percent in 2019 and 2020, still lagging behind
the continent’s average of 4.0 percent in 2019 and
41 percent in 2020. The projected recovery will
be underpinned by structural and policy reforms,
such as Nigeria’s Economic Recovery and Growth
Plan (2017-20), Senegal’s energy sector reform
(2016-21), Benin’s Government Action Plan, and

MACROECONOMIC PERFORMANCE AND PROSPECTS

FIGURE 3 Real GDP growth in Nigeria and the rest of West Africa,
2014-20
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Source: African Development Bank statistics.

FIGURE 4 Real GDP growth in Africa, by region, 2014-20

Percent
8
East Africa
6
North Africa
4 e ..........................
o.o...o“'o-...ooooouﬁo
£ Central Africa
West Africa
2
Southern Africa
0
2014-16 2017 2018 2019 2020

(estimated) (projected) (projected)

Source: African Development Bank statistics.

Burkina Faso’s National Economic and Social
Development Plan (2016-20), which covers
energy, agricultural development, and road and
telecommunications infrastructure.




Postrecession growth in Nigeria, projected
at 2.3 percent in 2019 and 2.4 percent in 2020,
is expected to benefit from a recovery in oil pro-
duction as well as other sectoral drivers of growth
—services, agriculture, and industry (mining,
quarrying, and manufacturing). Successful gen-
eral elections in 2019 and the ability to address
some challenges, including clashes between
herders and farmers, will further stimulate growth
prospects. Cote d’lvoire’s economy is projected
to grow by 7.0 percent in 2019, and Ghana’s by
7.3 percent, buoyed by the expected recovery in
commodity prices (especially cocoa and gold) and
the sustained expansion of other key sectors.

GDP growth by sector
Analysis of the contribution of different sectors
to GDP and to GDP growth reveals that, as in
most African countries, structural transforma-
tion remains weak in West African economies,
especially among those dependent on extractive
resources.?

Services remain the dominant sector in value
added, accounting for half of the region’s GDP

in 2018, virtually unchanged from 2015 (figure 5).
Tourism in Cabo Verde and financial services in
Ghana and Nigeria are the dominant subsectors.
Agriculture and industry each accounted for about
a quarter of the region’s GDP in 2018. Manufac-
turing accounts for a small share of industry and
is confined to light processing of primary products
and production of consumer goods.

The regional picture hides important country
variations. The share of services in GDP in 2018
ranged from 20.3 percent in Liberia to 70.1 per-
cent in Cabo Verde. Services accounted for more
than 50 percent of GDP in Benin, Ghana, Nige-
ria, Senegal, and Togo. Agriculture accounted for
more than 40 percent of GDP in Guinea-Bissau,
Liberia, Mali, and Sierra Leone. The share of
industry in GDP was above the regional average
of 23.2 percent in only three countries (Cote d’Ivo-
ire, Ghana, and Guinea) and was lowest in Liberia
(11.0 percent). The regional average of manufac-
turing value added (9.7 percent) also hides wide
variation, from 1.8 percent in Sierra Leone to
17.4 percent in Cote d’lvoire. Six countries—Benin,

FIGURE 5 Sectoral composition of GDP in West Africa, by country, 2014-18
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Cote d’'lvoire, Guinea, Guinea-Bissau, Mali, and
Senegal—were above the regional average.

Services accounted for 2.0 percentage points
of West Africa’s 3.3 percent GDP growth in 2018,
agriculture accounted for 1.0 percentage point,
and industry accounted for 0.6 percentage point.
Services dominated economic growth in 9 of the
region’s 15 countries: services’ contribution to
GDP growth ranged from 47.4 percent in Mali to
81.8 percent in Cabo Verde (figure 6).

Agriculture contributed 1.0 percentage point
to West Africa’s 3.3 percent GDP growth in 2018,
with wide variations across countries. Agriculture
accounted for more than a quarter of GDP growth
in Gambia, Guinea-Bissau, Liberia, Mali, Niger,
Nigeria, and Sierra Leone.

Industry accounted for only 0.6 percentage
point of the region’s GDP growth. Its contribu-
tion was lowest in Cabo Verde and highest Sierra
Leone.

Demand-side drivers of growth
Private consumption remains the dominant
demand-side component of GDP in the region,

accounting for more than 75 percent (figure 7). Pri-
vate consumption is buoyed by strong consumer
sentiment and by the growing middle class in a
majority of countries. The middle class accounts
for an estimated 33 percent of the population in
Ghana compared with 23 percent in Nigeria. In
both countries, the middle class is highly vulner-
able to shocks.®

All countries in the region except Coéte d’Ivo-
ire, Guinea-Bissau, and Nigeria recorded negative
net exports—importing more goods than they
exported. In 2018, net exports reduced West Afri-
ca’s real GDP growth by 1.5 percentage points.
While exports have been found to be growth
enhancing in Africa,* the reverse is the case for
imports,® pointing to the need to limit them. To the
extent that imports comprise investment or inter-
mediate products, they may contribute to growth.
But excessive imports of consumer products may
be detrimental to growth.

Efforts to achieve a positive external balance
would greatly benefit from export promotion poli-
cies, especially ones targeted at diversifying from
exporting primary commodities. Investment as

FIGURE 6 Sectoral contributions to GDP growth in West Africa, by country, 2014-18
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FIGURE 7 Demand composition of GDP in West Africa, by country, 2014-18
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a share of GDP averages about 18 percent and
has remained stable since 2014. Investment in
West Africa and across Africa more generally is
limited by inadequate financing. Across the conti-
nent, the infrastructure financing needed to meet
the African Development Bank’s flagship High 5s
agenda is around $130-$170 billion a year.? In
Nigeria, $3 trillion is needed over 2014-44 to bring
infrastructure to global standards, with the bulk of
funding going to the energy sector. The pattern of
the gap in investment resources is similar across
the region.

At the regional level, positive net exports and
investments were the main demand-side drivers
of GDP growth in 2018, while government con-
sumption and household consumption contrib-
uted marginally (figure 8). Again, the regional aver-
age hides variations across countries. Household
consumption dominated GDP growth in 10 of the
region’s 15 countries—Burkina Faso, Cabo Verde,
Gambia, Ghana, Guinea-Bissau, Liberia, Mali,
Niger, Senegal, and Togo.

Investment dominated GDP growth in Nige-
ria and Sierra Leone, both of which benefited

from investment in public infrastructure. Guinea
is exceptional: after the 2017 violent protest in
the bauxite sector, foreign direct investment
rebounded, driven by Chinese investment.

Opportunities and risks in the short to
medium term

Historically, higher prices for the region’s
commodities—oil, gold, cocoa, cashew nut, and
iron ore—have bolstered growth. A sustained
recovery in prices, conditioned on strong global
demand, could improve growth and macro-
economic conditions in the short to medium term.

Various public infrastructure developments are
expected to reduce the costs of doing business
and to boost investment confidence in the region.
They are seen as a way to attract firms relocating
from China due to rising wages there.’

A regional integration approach in West Africa
should take into account the concerns of small
economies and the development of regional
value chains in order to increase market size for
trade. This will require effectively implementing
various ECOWAS protocols and agreements,
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FIGURE 8 Demand-side contributions to GDP growth in West Africa, 2014-18
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especially the Common External Tariff and the
ECOWAS Trade Liberalization Scheme. Disman-
tling nontariff barriers to trade in inputs and inter-
mediate and final goods and supporting strat-
egies that promote regional joint ventures can
create economies of scale and thus unleash the
potential of an enlarged and unimpeded regional
market.

Major risks for the region’s economic pros-
pects in 2019-20 include fragile security situations
in Mali, Niger, and northern Nigeria. The recovery
in international commodity markets seems sus-
tained, but changes could threaten economic
prosperity. So could unexpected natural disasters
such as drought, flooding, and pests or a shift in
climatic conditions, which are currently favorable
to agricultural production. Political risk has also
grown in Togo, with recurring civil protests against
the government.

Peaceful general elections in Nigeria and Sen-
egal in 2019, successful change of power in Sierra
Leone and Gambia, and effective macroeconomic
management are expected to ease political risks
and improve the region’s economic performance.
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MACROECONOMIC STABILITY
AND OUTLOOK

Macroeconomic developments in West Africa
were shaped by a combination of domestic and
global economic conditions. Globally, commodity
prices recovered, leading to relative improvement
in external balance. But fiscal expansion in several
countries and rising debt levels have overshad-
owed the gains from increased commodity prices.
The outlook in the medium term appears favorable
on multiple fronts, but underlying challenges could
retard macroeconomic stability.

Price movements

Inflation

Inflation, fueled in part by expansionary fiscal
policy and supply-side constraints, remains a
challenge to investment and sustainable economic
growth in West Africa. Inflation rose sharply, from
an average of 9.4 percent in 201416, to a peak
of 13 percent in 2017, before declining to an esti-
mated 9.5 percent in 2018. It is projected to rise




Inflation, fueled

in part by
expansionary fiscal
policy and supply-
side constraints,
remains a challenge
to investment

and sustainable
economic growth

in West Africa

slightly in 2019 before leveling off the follow year,
in both cases remaining in the single digits. These
projections are premised on continued efforts to
remove inflationary pressure, including sound
management of monetary and fiscal policies, and
on stable fuel and energy prices, especially for net
oil exporters such as Nigeria. The projections also
assume that various infrastructure projects, espe-
cially Nigeria’s Lagos—Ibadan standard gauge rail-
way, are completed and have a positive impact on
the prices of goods.

Improved agricultural production, limits on cen-
tral bank financing of fiscal deficits, and prudent
monetary policy will further moderate inflation
risks as countries strive to attain macroeconomic
convergence criteria for a single currency union in
2020.

Two main inflation regimes in the region can be
identified: inflation in WAEMU countries® and infla-
tion in non-WAEMU countries. Inflation in WAEMU
countries has remained low, supported by the
CFA franc exchange rate peg to the euro, which
allows these countries to import low inflation from
the euro zone. In 2014-16, inflation averaged
0.3 percent in WAEMU countries and 8.6 percent
in non-WAEMU countries (figure 9). In 2017, it was
0.9 percent in WAEMU countries and 11.0 percent
in non-WAEMU countries.

Inflation in non-WAEMU countries ranged
from -0.5 percent in Cabo Verde to 16.7 per-
cent in Ghana in 2014-16 and from 0.8 percent
in Cabo Verde to 18.2 percent in Sierra Leone in
2017 (see figure 9). Countries with high inflation
also had the largest fiscal deficits. Factors in non-
WAEMU countries included better fiscal positions,
as evidenced by lower fiscal deficits (supported
by buoyant revenue), and less volatile exchange
rates, thanks to improved foreign exchange
reserves that allowed countries to smooth short-
term fluctuations. Some countries, notably Ghana,
also took steps to address financial sector fragili-
ties, which limited the extent of domestic financing
of the fiscal deficit.

Real exchange rates

Two types of exchange rate systems operate in
West Africa: fixed/pegged regimes and flexible
regimes. In WAEMU countries, the bloc’s currency
(CFA franc) is pegged to the euro but is flexible

against other tradable currencies, including the
US dollar. Non-WAEMU countries, except Libe-
ria, have a floating or managed float system.®
Between 2008 and 2018, all the currencies in the
region depreciated in real terms, led by Ghana,
Nigeria, and Sierra Leone (figure 10). The Ghana-
ian cedi depreciated by a factor of more than four
in 2018, fueled largely by a stronger US dollar and
prospects of interest rates hikes, which pushed
investors to unwind their dollar holdings. In abso-
lute terms, the currency depreciated from 1.1 cedi
per US dollar to 4.8 cedi. The real exchange rate
for Gambia and Cabo Verde depreciated only
moderately.

Several central banks in the region, especially
in non-WAEMU countries, periodically intervene in
the foreign exchange market to smooth out fluctua-
tions and limit currency volatility. In 2018, buoyed by
the recovery in international reserves as oil revenue
improved, the Central Bank of Nigeria intervened in
the foreign exchange market to support the naira.
But at the end of 2018, growing demand pushed
the rate in the parallel market to above 360 naira
per US dollar compared with the official rate of 307
naira. Demand pressures and growing uncertainty
around the February 2019 general election, cou-
pled with rising inflation and possible weakening of
oil prices in 2019, could draw the Central Bank of
Nigeria into increased interventions.

West African countries face an intricate balance
between keeping exchange rates stable to tame
inflation and building reserve buffers to deploy
when commodity windfall revenues are lower. This
balance is even more acute in smaller economies
with fragile macroeconomic conditions. Interven-
tion in foreign exchange markets to keep domestic
currency artificially strong and domestic inflation
high relative to trading partners’ rates are both
inimical to competitive real exchange rates.

Terms of trade

The terms of trade, defined as the relative price
of a country’s exports in terms of its imports, are
determined by global demand for the region’s
products relative to the region’s supply. Hence,
the composition of exports and imports matters
for the magnitude and movement of the terms
of trade. West African countries tend to export
commodities, whose prices are exogenously

MACROECONOMIC PERFORMANCE AND PROSPECTS



FIGURE 9 Inflation in West Africa, by country, 2008-20
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determined, and import manufactured products.
In such a situation, the relative prices of commod-
ities are critical.

Prior to the 2009 global financial crisis, many
West African countries enjoyed favorable terms of
trade (figure 11). As commodity prices surged, the
overall macroeconomic situation improved as well.
The rally was halted by the crisis, with large com-
modity-dependent economies such as Nigeria

2017 2018 2019 2020

(estimated) (projected) (projected)

especially affected. The 2010 recovery was short-
lived, and the so-called commodity “super cycle”
came to an end. Since 2013, terms of trade have
deteriorated for most countries in the region,
except Cote d’lvoire and Liberia. But even in these
countries, the recovery was modest. Cote d’lvo-
ire has been one of the region’s fastest growing
economies, underpinned by structural reforms
and large public infrastructure outlays. Since 2016,
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FIGURE 10 Real exchange rate indices in selected non-West
African Economic and Monetary Union countries, 2008-18
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the recovery in commodity prices, particularly
for oil, has lifted the terms of trade, but the per-
centage increase remains below pre-crisis levels.
In general, the change in terms of trade in most
West African countries is subject to movements

in prices of key export commodities—oil for Nige-
ria, gold for Ghana, rubber for Liberia, and cocoa
for Cote d’lvoire. Strong dependence on primary
commodities reinforces the impact of terms of
trade shocks on countries that already have poor
macroeconomic policy management—a majority
of West African countries.

Fiscal and current account balances
and government finances and sources

Fiscal deficits

The macroeconomic convergence criteria require
countries in West Africa to keep their fiscal defi-
cit below 3 percent of GDP, which countries have
historically had difficulty achieving.'® This is rein-
forced by the need to limit central bank financing
of the deficit. The fiscal deficit has generally been
above 3 percent for most countries—for two main
reasons: weak domestic revenue, compounded by
dependence on a single source of revenue (exports
of primary commaodities), and expansionary fiscal
policy, biased toward recurrent expenditure. Efforts
to diversify revenue sources have been hampered
by the private sector’s limited capacity and by a
reluctance to implement difficult tax reforms and
end costly government subventions. So only a few

FIGURE 11 Annual change in terms of trade in selected West African countries, 2000-18
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countries have achieved the convergence criteria
on the fiscal deficit. And sustaining this over a long
period has been a challenge.

After improving during 2014-16, the average
fiscal deficit deteriorated in 2017 (table 1). A favor-
able revenue situation in some large economies,
including Nigeria, helped narrow the fiscal deficit in
2018 for the region as a whole, although the deficit
remained higher than in 2014-16. The improved
fiscal position in Nigeria offset the deterioration in
smaller economies such as Guinea, Sierra Leone,
and Togo. In Guinea and Sierra Leone, lower reve-
nue and the residual impact of the Ebola crisis lim-
ited recovery. Ghana also experienced challenges
in containing the fiscal deficit, despite fiscal con-
solidation measures in 2018. Pressures to meet
new spending commitments, such as the free
senior high school program and the fiscal burden
from the bailout of the banking sector, were cen-
tral to Ghana’s elevated fiscal deficit.

Several countries improved their fiscal perfor-
mance from 2017 to 2018, including Burkina Faso,
Gambia, and Liberia. In Gambia, expenditure and
net lending declined from 17.7 percent of GDP in

the first half of 2017 to 11.7 percent in the first half
of 2018, as the new government sought to rein in
spending. This substantially improved the primary
balance from 1.7 percent of GDP in the first half
of 2017 to 0.6 percent in the first half of 2018. The
fiscal deficit for the region is projected to narrow
from 4.2 percent of GDP in 2018 to 3.9 percent
in 2019 and 2020. The improvement is expected
to come from reductions in all countries except
Nigeria, whose deficit is projected to rise from
4.0 percent of GDP in 2018 to 4.2 percent in 2019,
and Sierra Leone, whose deficit is projected to rise
from 7.7 percent of GDP to 7.8 percent in 2019.
Fiscal deficits of less than 2 percent of GDP are
projected in 2019 in Cabo Verde, Gambia, Liberia,
and Togo. Gambia will consolidate gains made in
2018, and Liberia will see improvement because
of the new administration’s renewed commit-
ment to containing unproductive expenditure
caused by the challenging revenue environment
and the rising debt burden. Togo faces serious
social and political challenges, and achieving a
fiscal deficit of 2 percent could prove problem-
atic. Yet, Togo’s authorities have demonstrated

TABLE 1 Fiscal balances in West Africa, by country, 2014-20 (% of GDP)

2018 2019 2020
2014-16 2017 (estimated) (projected) (projected)

Benin -5.4 -5.9 -4.7 -2.6 -1.9
Burkina Faso 2.6 7.5 -4.9 -2.9 -3.0
Cabo Verde =1 -3.1 —2.4 -1.9 1.7
Cote d'lvoire -3.0 -4.2 -3.8 -3.2 -29
Gambia 7.9 7.9 -3.9 -0.6 1.6
Ghana 7.2 -5.9 5.7 -4.4 -3.9
Guinea -3.8 —2.2 -4.4 -3.5 —1.0
Guinea-Bissau -2.5 -1.3 -2.5 2.2 -2.0
Liberia -4.9 -7.9 -3.9 -0.6 -1.9
Mali -2.9 -2.9 -2.5 -24 -1.5
Niger 7.8 =2 =€) -4.5 -3.6
Nigeria -3.0 -5.2 -4.0 4.2 -4.4
Senegal -3.7 -3.0 -3.5 -3.3 -3.1
Sierra Leone -6.4 -6.8 =77 -7.8 -6.9
Togo -9.1 -21 -6.7 -1.6 -0.3
West Africa -3.4 -5.0 -4.2 -3.9 -3.9

Source: African Development Bank statistics.
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a strong commitment to improving infrastructure
and reforming institutions. Overall, the trend in
West African countries is one of lower fiscal defi-
cits, translating into a projected improved regional
average. This projection is based on the likely
implementation of fiscal measures as countries
strive to meet convergence criteria for member-
ship in the single currency union, scheduled for
2020. In addition, a potential decline in commod-
ity prices may compel governments to under-
take fiscal adjustments, while trying to maintain
momentum on public infrastructure development
in the key sectors of energy and transport. In
some countries, such as Ghana, fiscal consoli-
dation is already under way, but this needs to be
strengthened and sustained.

Strengthening domestic resource mobilization
is key in service delivery

Domestic resource mobilization across West
Africa is generally low. In 2018, countries

averaged 15 percent of GDP in tax revenue
and 18 percent of GDP in total (tax and nontax)
revenue (table 2). The tax-to-GDP ratio is lower
than the continental average of 17 percent. But
the average masks huge variations. Lesotho
collects 36 percent of GDP from taxes, while
Nigeria, Africa’s largest economy, collects only
3 percent. Including oil revenue, revenue collec-
tions total about 7 percent of GDP in Nigeria. In
West Africa, only Cabo Verde collects more than
20 percent from taxes.

For most countries, the bulk of tax revenue
is collected from taxes on goods and services;
international trade and transactions; and income,
profit, and capital gains. Payroll and property
taxes account for only a small proportion. The
low share of personal income tax reflects the high
unemployment across the region (and Africa more
generally). Apart from Nigeria, only Céte d’lvo-
ire, Ghana, and Nigeria collect revenue from oil
exports, but the amounts as a proportion of GDP

TABLE 2 Estimated domestic revenue in West Africa, by country, 2018 (% of GDP)

Total revenue

(excluding
Tax revenue Oil revenue Other revenue grants)

Benin 13.4 0.0 4.3 17.7
Burkina Faso 17.2 21 19.3
Cabo Verde 211 5.1 26.1
Cote d’lvoire 13.4 2.4 2.5 18.3
Gambia 1741 2.3 19.4
Ghana 16.4 1.2 0.2 17.8
Guinea 14.8 0.6 15.4
Guinea-Bissau 10.6 2.6 13.2
Liberia 18.3 44 224
Mali 15.5 3.3 18.8
Niger 12.9 1.3 14.2
Nigeria 3.0 3.6 0.4 7.0
Senegal 15.6 1.5 174
Sierra Leone 1.0 11 12.2
Togo 19.3 2.0 21.4
Unweighted average

for West Africa 14.6 1.82 2.2 17.5

... is not available.
a. Average for countries with data.
Source: African Development Bank statistics.
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are equally small. Revenue from social contribu-
tions is virtually nonexistent.

Improving domestic resource mobilization is an
imperative in West Africa. But increasing tax rates
can be distortionary, with unintended effects on
private investment, which could in turn harm eco-
nomic growth. In many countries, the challenge
is enforcing existing tax codes. In some cases—
such as Nigeria, where tax rates are extremely
low—a small increase could yield substantial rev-
enue. More important, countries need to explore
innovative means of raising revenue through
reforms that enhance tax collection, minimize tax
evasion, and curb fllicit financial flows. Widening
the tax base, including by bringing the informal
sector into the tax net, could increase revenue.

Some countries provide exemptions to inves-
tors to attract private capital. Often these exemp-
tions are not revenue neutral, and they have ulti-
mately cost governments substantial revenue
without commensurate increases in investment
or employment. Reform of these tax holidays and
income tax exemptions, coupled with stronger
financial management and governance structures,
could systematically improve revenue mobilization
to fund public investment and social services. In
addition, low financial inclusion and shallow cap-
ital markets are common across most West Afri-
can countries and have hampered domestic sav-
ings mobilization.

Weak transparency and accountability—and
political instability and fragility—have historically
prevented countries from mobilizing enough
domestic resources to meet development needs.
This is not unique to West Africa—it is common
across Africa. For instance, the ratio of direct
taxes to GDP in many fragile countries is lower
than 1 percent compared with about 10 percent
in Namibia, a nonfragile country. By contrast, the
ratio of indirect taxes to GDP is lower than 5 per-
cent in fragile countries but more than double,
10 percent, in many nonfragile countries. Indeed,
countries with more corruption and in a state of
fragility have lower direct and indirect tax revenue.

Current account balance

The current account balance, which captures
trade balance, net factor income, and cash
transfers, is an important indicator of a country’s

external financial position. A positive (surplus) cur-
rent account implies that a country is a net lender
to the rest of the world, and a negative (deficit)
current account implies that it is a net borrower.

In 2014-16, the average current account deficit
in West Africa was 2.3 percent of GDP (table 3).
This reflected the challenging economic condi-
tions in the region, weighed down by the sharp
fall in commodity prices, especially oil, which
contributed to the recession in Nigeria in 2016.
In 2016 alone, Nigerian earnings from oil and gas
exports declined by nearly a quarter, and foreign
direct investment fell by about a third. These fac-
tors, coupled with lower economic activity, had
spillover effects on neighboring countries, such as
Benin, which depend on Nigeria for exports. The
2017 reversal was bolstered by economic reforms
and recovery in key exports in Guinea and by
stronger revenue from oil and gas exports and a
34 percent surge in net foreign direct investment
in Nigeria. But the rising debt burden and lower
export receipts in Liberia and the slow recovery
of tourism inflows in Gambia widened the current
account deficit in these countries.

The current account turned to a surplus of
0.2 percent of GDP in 2017 and an estimated
0.4 percent in 2018, driven mainly by the 3.7 per-
cent surplus in Nigeria. The deficits in other coun-
tries ranged from 2.7 percent of GDP in Cbte
d’Ivoire to 22.4 percent in Liberia.

Nigeria’s current account balance is projected
to remain at a surplus of 3.3 percent of GDP in
2019 and 2.9 percent in 2020 because of contin-
ued foreign inflows. This is underpinned by accel-
erated implementation of the country’s Economic
Recovery and Growth Plan 2017-20, which is pro-
jected to attract about $25 billion in foreign invest-
ment by 2020. The current account surplus is
likely to be supported by lower imports of staples
such as rice, which will be progressively substi-
tuted by domestic production. Oil and gas exports
are also likely to remain stable despite production
quotas imposed by the Organization of the Petro-
leum Exporting Countries. Constrained global
demand for other regional export commodities
will limit improvements in other countries. Thus, at
the regional level, a marginal deficit is projected for
2020, and Nigeria is the only country projected to
have a surplus.
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TABLE 3 Current account balances in West Africa, by country, 2014-20 (% of GDP)

2018 2019 2020
2014-16 2017 (estimated) (projected) (projected)

Benin -9.2 -11.2 -10.8 7.3 -4
Burkina Faso -8.0 -7.6 7.2 7.4 -6.6
Cabo Verde -5.0 7.6 -8.5 7.4 -6.9
Cote d’Ivoire -0.1 -1.8 -2.7 -2.8 -2.9
Gambia =115 -19.3 -19.0 -20.5 -21.0
Ghana -7.9 -4.5 -4.4 =74 -9.9
Guinea —18.1 0.5 -4.6 -4.9 =3.8
Guinea-Bissau 0.4 -0.6 -3.2 -2.3 -2.2
Liberia —-20.1 -22.7 -22.4 -22.3 -22.4
Mali -5.8 -6.0 -6.5 -6.3 -6.1
Niger -17.3 -14.7 -16.0 -16.7 -17.5
Nigeria -0.7 2.8 37 3.3 2.9
Senegal -5.4 7.3 -6.9 -5.4 -4.9
Sierra Leone -1561 -13.0 -16.9 -18.4 -20.8
Togo —10:3 -8.0 7.9 -6.8 —5.6
West Africa -2.3 0.2 0.4 0.1 -0.2

Source: African Development Bank statistics.

Debt dynamics

When a country’s spending exceeds its income,
debt is inevitable. To service and pay off the debt,
a country’s expected discounted returns must
exceed the cost of debt." Debt accumulation may
be desirable if resources are invested in economic
infrastructure—energy, transportation, communi-
cation, and distribution networks (such as ports)
—with revenue streams to ensure self-financing
of the debt. But using debt to finance public con-
sumption is economically imprudent.

The ratio of external debt to GDP—a mea-
sure reflecting the capacity to repay—is trending
upward for many West African countries. The
average ratio increased from 13.5 percent in
2013 to an estimated 23.7 percent in 2018 (figure
12).

Cabo Verde had the highest external debt-to-
GDP ratio in 2018, an estimated 103 percent, fol-
lowed by Senegal, Niger, and Sierra Leone. Liberia
had the highest rate of debt accumulation between
2010 and 2018, at 329 percent, followed by Nige-
ria at 128 percent. Despite the increase, Nigeria
still has one of the lowest external debt-to-GDP

ratios, at 15.2 percent. Benin, Guinea-Bissau, and
Togo also have a ratio below 25 percent.

The rapid increase in external indebtedness
remains a challenge, especially given the shift
toward nonconcessional external debt. Debt ser-
vice payments have also increased since 2010 and
are projected to remain high in the medium term.
The increase has heightened the fiscal burden in
an already fiscally and growth-constrained environ-
ment. This raises important concerns regarding the
sustainability of external debt. West African coun-
tries spend an average of 17 percent of revenue on
servicing external debt (figure 13). In Nigeria, about
half of revenue is used to service external debt. The
increasing domestic debt burden means that the
total proportion of revenue spent on servicing debt
is even higher. In a country where only 6 percent
of GDP is collected in revenue, the high burden of
debt service is a major concern. Ghana falls into
a similar category, with debt service accounting
for 40 percent of revenue. The rising debt burden
drove up the proportion of revenue allocated to ser-
vicing external debt by about 500 percent. This in a
country once hailed as an example of a state with
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FIGURE 12 External debt in West Africa, by country, 2010 and 2018

Percent of GDP M 2010 M 2018 (estimated)
120

Benin Burkina Faso  Cabo Cote Gambia ~ Ghana  Guinea  Guinea-  Liberia Mali Niger Nigeria ~ Senegal  Sierra Togo West
Verde d’lvoire Bissau Leone Africa

Source: African Development Bank statistics.

FIGURE 13 External debt service payments in West Africa, by country, 2010-20

Percent of total revenue M 2010 ™ 2018 (estimated) M 2020 (projected)
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Note: Data for Guinea-Bissau are not shown because of the country’s extraordinary value of 520.7 percent in 2010. Data for Mali are not available.
Source: African Development Bank statistics.

a strong commitment to structural and macroeco-  democracy, a system that tends to have higher
nomic reforms in the post-Heavily Indebted Poor  fiscal deficits and debt. ™

Countries debt relief initiative period. Ghana has The authorities in Ghana and Nigeria recog-
also succeeded politically in pursuing multiparty  nize the potential risk of rising unproductive debt
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to growth and to the economy more generally. In
both cases, the debt service burden is projected
to decline. In Ghana, it will decline because of
fiscal consolidation measures instituted in 2018.
In Nigeria, it will decline as the country transitions
to a new debt management strategy that shifts
the cost of debt onto foreign borrowing, targeting
infrastructure development to stimulate growth.
The challenge is that most of the new debt is of
a commercial nature, and interest costs may
increase because interest rates are likely to rise.
The risk of domestic debt problems remains high.
In Ghana, domestic debt is estimated at 75 per-
cent of GDP while external debt is estimated at
40 percent. Several countries have maintained a
consistently low debt-servicing ratio since 2010,
and in Cote d’lvoire, Guinea-Bissau, and Togo,
debt service payments have actually decreased.
For countries moving from low-income status to
middle-income status (such as Nigeria), the possi-
bility of accessing concessional debt or increasing
the proportion of grants appears remote. Their
strategy should therefore be to contract debt of
longer maturities and favorable terms, including
longer grace periods that coincide with the ges-
tation of the projects that the debt finances. This

FIGURE 14 Unemployment in West Africa, by country, 2010-18

Percent of total revenue

will ensure that debt is self-financing and will allow
countries to avoid a debt overhang.

Based on outstanding external debt stock and
the debt structure of West African countries, the
region’s ratio of debt service to revenue is pro-
jected to decrease to 16 percent in the medium
term. The decrease is based on ongoing reform
efforts to improve domestic resource mobilization,
such as expanding the tax base and increasing
the efficiency of tax institutions, as well as insti-
tuting new debt management initiatives, which
include mapping new debt to specific projects.

UNEMPLOYMENT REMAINS A
CHALLENGE

High unemployment presents an important socio-
economic and policy challenge in West Africa. After
declining from 4.2 percent in 2010 to 3.7 percent
in 2015, the region’s average rate of unemploy-
ment shot up to 5.2 percent in 2018 (figure 14). In
2018, the lowest unemployment rate was in Niger
(0.4 percent) and the highest was in Cabo Verde
(10.3 percent). Other countries with high unemploy-
ment rates include Gambia, Mali, and Nigeria.

W 2010 W 2013 W 2017 M 2018

Benin Burkina Faso  Cabo Cote
Verde

Guinea-
Bissau

Gambia ~ Ghana Guinea

d’lvoire

Source: African Development Bank statistics.

Liberia Mali
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Unemployment in West Africa reflects the eco-
nomic structure and population dynamics in indi-
vidual countries, many of which are dominated
by the largely informal agricultural and service
sectors. The informality and subsistence nature
of these economies may limit countries’ capac-
ity to create gainful and productive employment
opportunities. Unemployment data are deceptive
because they mask high informal employment,
underemployment, and youth unemployment. The
data also do not reflect the long-term structural
effects of informality on job creation and of high
population growth. For instance, official statistics
in Nigeria indicate that unemployment rose sharply
during the recession of 2016 and has continued
to trend upward, as the effects of the recession
become more apparent. Youth unemployment
is generally much higher than adult unemploy-
ment, often more than twice as high.™ High youth
unemployment is a recipe for social discontent.
Unemployed young people are vulnerable to being
drafted into radical militant groups such as Boko
Haram. West Africa has also seen a large number

of migrants leave to escape poverty and destitu-
tion, risking their lives crossing the Sahara Desert
in search of better opportunities.

Addressing unemployment requires a holistic
regional policy approach. Two promising policy
approaches are supporting small enterprises and
promoting labor-intensive, possibly agro-allied
industries. Specific policies required to address
economic challenges include supporting structural
reforms, developing industry, increasing compet-
itiveness, supporting agricultural development,
building public institutions, better managing min-
eral resources, supporting fragile states, empow-
ering young people through job creation, and
strengthening national statistical capacity. These
policies should be accompanied by strategies to
strengthen human capacity, equipping people
with the appropriate skills to contribute efficiently
to the transformation of their economies. This
two-pronged policy approach ensures inclusive-
ness and provides the basis for industry-led job
creation. Regional integration is a critical element
of this comprehensive policy strategy.
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REGIONAL

PART

INTEGRATION

AND STRUCTURAL
TRANSFORMATION
IN WEST AFRICA

t both the national and regional levels, West African policymakers have been struggling to

achieve rapid and sustainable economic development that substantially reduces poverty,

raises living standards, and ensures economies robust enough to weather external shocks.

The capacity to meet this challenge depends on the extent to which economies engender

structural transformation, further enhanced through regional integration.

This part analyzes the extent to which regional
integration offers opportunities to foster struc-
tural transformation in West Africa.

The first section focuses on the type,
scope, and depth of regional integration
institutions, implementation of their activi-
ties, and the constraints they face. The role
of regional integration institutions is viewed
from the perspective of their capacity to
deepen integration and in turn drive rapid
and sustained economic growth. The second
section focuses on the definition, indicators,
and key features of structural transforma-
tion. It explores whether structural transfor-
mation has occurred (or is occurring) in var-
ious countries. The third section brings the
analyses of the first two sections together to
assess the extent to which regional integra-
tion has enhanced structural transformation.
The final section presents key findings and
the key challenges that need to be addressed
and provides some policy recommendations.

REGIONAL INTEGRATION

ECOWAS was established on 28 May 1975,
through the Treaty of Lagos, with the full

support of the United Nations Economic
Commission for Africa, which also helped
found other regional economic communi-
ties. From the start, the focus was to deepen
integration, create a large market for goods
and services, and increase the free move-
ment of people and talent while developing
supportive regional public infrastructure in
key sectors (electricity, hard infrastructure,
river and lake management, peace, and the
environment) to promote more competitive
and productive industry, driving economic
transformation.

The ECOWAS regional industrialization
objective had three elements: information
sharing on major national industrial projects;
harmonization of industrial incentives and
industrial development plans; and training,
joint ventures, and personnel exchange. The
next major step in regional integration was
in 2010: the West African Common Indus-
trial Policy, based on the WAEMU Common
Industrial Policy. The policy aims to “accel-
erate the industrialization of West Africa
through the promotion of endogenous indus-
trial transformation of local raw materials,
development and diversification of indus-
trial productive capacity, and strengthening




The ECOWAS
Trade Liberalization
Scheme eliminated

trade barriers and
aimed to improve
trade links, facilitate
free movement

of certain goods,
progressively
eliminate customs
duties and taxes,
and gradually
eliminate customs
duties and nontariff
barriers to totally
liberalize trade

regional integration and export of manufactures.”1®

It sets out four objectives, to be achieved by 2030:

e Raise the local raw material processing
rate from 15-20 percent to an average of
30 percent.

e Increase manufacturing’s contribution to
regional GDP from 6-7 percent to over
20 percent.

e Increase intra-ECOWAS trade in manufactured
goods from less than 12 percent to 40 percent.

e |ncrease the volume of exports of goods man-
ufactured in West Africa to the global market
from 0.1 percent to 1 percent.

The policy was revised and updated in 2015
with four key focus areas:

e Reinforcing national industry policies and

advancing harmonization and regional
cooperation.

e Promoting regional and international market
opportunities.

e Supporting industrial quality and
competitiveness.

e Mobilizing resources.

The revised policy also identified four priority
sectors: food and agro-industry, pharmaceuti-
cals, construction materials, and automotive and
machinery assembly.

Selecting regional integration as the vehicle
to deliver growth and development in ECOWAS
suggests that the inherent tradeoffs were fully
understood and taken into account. Regional inte-
gration typically involves trade liberalization within
the defined space and trade protection outside it.
And it often involves both trade creation and trade
diversion, which means that benefits and costs
may not be equally distributed. In principle, appro-
priate compensation arrangements can address
the tensions caused by these inherent features of
regional integration.

This section evaluates how and the extent
to which regional integration in West Africa has
enhanced intra-ECOWAS trade flows. The analy-
sis here is based on the ECOWAS Trade Liberal-
ization Scheme (ETLS), the only instrument with
adequate data for quantitative analysis.

The ETLS, instituted in 1979, did not come
into effect until January 1990. It eliminated trade
barriers, including taxes and levies, and aimed
to improve trade links; facilitate free movement of

certain goods; progressively eliminate customs
duties and taxes with equivalent effects on indus-
trial products on a schedule that factors in coun-
tries’ different levels of development; and gradu-
ally eliminate customs duties and nontariff barriers
to totally liberalize trade.

The ETLS initially focused on two groups of
products:

e Unprocessed goods, including fish, plants, and
minerals that have not undergone industrial
transformation.

e Traditional handicraft products made with or
without tools or machinery, such as wood, arti-
cles of wood, basket works, carpet mats, lace
embroidery, and the like.

Industrial products were incorporated in May
1983.% They were divided into two groups: pri-
ority and nonpriority. Countries were divided into
three groups based on their level of development
and capacity to meet the obligations; each group
had a different timetable for eliminating tariffs on
industrial products (table 4).

In 1992, ECOWAS attempted to address
the difficulties encountered in implementing the
ETLS:' rules of origin, national participation in the
equity capital of production enterprises, and the
categorization of priority and nonpriority industrial
products. The goal was to simplify the scheme to
speed implementation, with a new timetable for
eliminating tariffs.

Since country and product groups were created
to benefit from the ETLS, intraregional trade should
be strongly correlated with the liberalization sched-
ule. Countries were expected to liberalize at differ-
ent rates, so the ETLS contribution to intraregional
trade performance should also vary by country.

In January 2003, the ETLS was harmonized
with the WAEMU preferential tariff to facilitate the
free movement of originating products of the com-
munity and simplify application of the ETLS.

The main issues considered here are how and
the extent to which each country and product in
the ETLS has performed relative to other countries
and products and whether individual country per-
formance has affected the growth of intraregional
trade. The information should help in designing
the implementation framework and the moni-
toring and evaluation system—especially when
ECOWAS becomes a customs union.
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TABLE 4 Country and product groupings and tariff elimination obligations under the

ECOWAS Trade Liberalization Scheme

Tariff elimination

Annual reduction of

Group period customs duties and taxes
1. Burkina Faso, Cabo Verde, Gambia,
Guinea-Bissau, Mali, Mauritania, and Niger 10 years 10 percent
2. Benin, Guinea, Liberia, Sierra Leone,
and Togo 8 years 12.5 percent
3. Cote d’lvoire, Ghana, Nigeria, and Senegal 6 years 16.6 percent

Source: ECOWAS Decision A/DEC.6/7/92.

Effects on intra-ECOWAS exports
Intra-ECOWAS trade has increased since the
ETLS came into force. But export performance
has not been sustained. Exports declined from
$15.3 billion in 2011 to $9.8 billion in 2015 (table 5).
The recovery to $12 billion in 2016 was still below
the 2011-15 average of $13.1 billion. From 2014
to 2016, imports increased from $9 billion to
$9.7 billion.

Intra-ECOWAS trade accounted for only
2.1 percent of ECOWAS exports in 1970 and
3.9 percent in 1980, when the ETLS came into
force. By 2016, intra-ECOWAS trade accounted
for nearly 12 percent of total ECOWAS trade
(figure 15). Although an appreciable increase, it is
a lower share than intra-EU trade (40.2 percent),
intra-Africa trade (16 percent), and intra—Associ-
ation of Southeast Asian Nations (ASEAN) trade
(24 percent) in 2017.

However, the overall development masks dis-
parities across ECOWAS member states. Cote

d’lvoire’s share of total intra-ECOWAS trade
exceeded 20 percent for both exports and imports
(table 6). Nigeria’s share was higher for exports
than for imports. Cabo Verde had the smallest
share for both exports and imports.

Belonging to a free trade area was expected
to promote intra-ECOWAS trade. But the large
amount of unrecorded informal trade in the region
makes it difficult to accurately evaluate the size
and growth of intracommunity trade. Account-
ing for informal trade would undoubtedly modify
the picture. For instance, for Benin’s trade with
its largest trading partner in ECOWAS, Nigeria,
the ratio of informal to formal trade is estimated
at about 1:1 for imports and 5.1:1 for exports.'®
These statistics confirm that regional trade inte-
gration in West Africa is significantly underesti-
mated in official trade statistics. Several factors
contribute to the prevalence of informality. Time
to process documentation across borders could
increase informality, especially for perishable

TABLE 5 Intra—Economic Community of West African States trade, 2011-16

Flow 2011 2012 2013 2014 2015 2016
Exports ($ billions) 15.8 13.6 14.0 12.7 9.8 12.0
Imports ($ billions) 9.1 9.4 121 9.0 8.3 9.7
Total intra-ECOWAS trade ($ billions) 24.4 23.0 26.1 21.7 18.1 21.7
Intra-ECOWAS exports (% of total exports) 10.0 8.0 1.8 9.8 13.6 1.9
Intra-ECOWAS imports (% of total imports) 8.8 12.2 13.7 9.7 10.7 1141
Total intra-ECOWAS trade (% of total trade) 9.4 101 12.7 9.8 1241 1.5

Source: ECOWAS 2017.
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To learn about border crossings and processes for people and goods, the African Development Bank fielded a mission that traveled
by air from Yaoundé to Lomé and to Ouagadougou and by road to Dakola/Paga, back to Ouagadougou, and then to Abidjan, Tamale,
Tema, and finally Accra. A second mission traveled by road from Accra to Bobo Dioulassou, Bamako, Dakar, and back to Accra—and a
few years earlier, from Niamey to Cotonou by road.

- Air travel is simple, straightforward, and hassle free using an ECOWAS member country passport or an ECOWAS travel certificate, but traveling by road yields
a mixture of experiences.

« Airport terminals have improved markedly in West Africa, but overall, infrastructure at some land border posts is in state of disrepair.

« The procedure for the movement of goods is uniform across countries in the region.

+ Road travel is often burdensome, with numerous checkpoints across trade corridors, which are justified on security grounds.

- Harassment and unofficial fees appear to be a regular feature of road travel, and not paying them could lead to deliberate delays by border officials.

- Some clearing agents give clients the impression that unofficial payments are official.

+ In WAEMU countries, the approved charge per ton of excess cargo is equivalent to $33 for locally registered trucks and $99 for foreign registered trucks.

- Strict enforcement of axle load restrictions in Togo compared to option of paying fines for excess load in Ghana makes Ghanaian drivers less competitive
relative to drivers operating out of Tema in Ghana.

Burkina Faso officially charges $12 for each truck weighed in compliance with the
axle load restrictions. In Cote d'Ivoire, the charge is about $250 per truck, in lieu of
weighing, but the receipt indicates a charge of $166. Effectively, this represents $83
per truck pocketed by the border officials.

9 Travelers crossing from the Togo side to the Ghana side for the first time or with a
new passport pay $16 to immigration officials and multiple unofficial payments to
police, port health officials, immigration, and customs (if the traveler has luggage).

Between Niamey and Cotonou, the biggest exporter of onions from Niger had to
“discharge” several bags of onions as tips to officials that are routinely factored in as
cost of doing business.

which if unpaid means waiting until daybreak. A truck driver could part with as much as idj e e ~.Yalc:l'1:dé
$120 in unofficial payments to avoid incurring additional costs due to the delay.

Between Accra and Lagos (460 km), a fruit juice exporter incurs “additional costs” of up
to 30 percent of the product value. Transnational exporters such as Nestlé and Unilever
revealed that the problems they incur in transporting raw materials sourced from West
Africa reduces their competitiveness.

e Between Paga and Tema, police sometimes charge an “escort” fee for nighttime travel, CAMEROON
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FIGURE 15 Share of intra-Economic Community of West African States exports in total
ECOWAS exports, 1980-2016

Percent

1980
Source: ECOWAS 2017.
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1988
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TABLE 6 Share of total intra—Economic
Community of West African States
trade, by country, 2011-16 (%)

Country Exports Imports
Benin 1.2 4.5
Burkina Faso 2.2 8.3
Cabo Verde 0.0 0.2
Cote d’lvoire 26.4 271
Gambia 0.7 1.2
Ghana 16.5 7.8
Guinea 2.0 141
Guinea-Bissau 0.2 0.2
Liberia 0.3 3.8
Mali 29 15.3
Niger 2.6 815
Nigeria 32.5 9.8
Senegal 7.7 8.4
Sierra Leone 0.2 6.8
Togo 4.6 21
Total 100.0 100.0

Source: ECOWAS 2017.

2006

2011 2012 2013 2014 2015 2016

products. Nontariff measures, such as compli-
ance costs (sanitary and phytosanitary measures)
also increase informality. Thus, the imbalance cre-
ated by tariff and nontariff barriers leans in favor
of informal border trade, with adverse implications
for formal trade among member states.

Effects on products
Because goods traded within ECOWAS must orig-
inate in member states, products and the compa-
nies producing them are required to register under
the ETLS. From 1988 to 2018, 6,212 industrial
products were registered. Registration started
slowly, with only 140 products from 1988 to 1992,
then increased to 1,597 products from 1998 to
2002, decreased from 2003 to 2012, and picked
up again from 2013 to 2018, indicating renewed
interest by local producers (table 7). Nigeria had
the most products registered over three decades,
followed by Ghana, Céte d’lvoire, and Senegal.
Changes in registered products may indicate
attrition and re-entry of producers as market con-
ditions shift. Over 1988-2018, food and beverage
products accounted for the largest number of
registered products, followed by chemicals and
related products and metal and iron sheet, alu-
minum, and copper; the hides and skins and fur
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TABLE 7 Number of industrial products registered under the ECOWAS Trade Liberalization

Scheme, by country, 1988-2018

Country 1988-92 1993-97 1998-2002 2003-07 2008-12 2013-18 Total
Benin 9 28 38 68 38 73 254
Burkina Faso 2 0 0 9 3 18
Cabo Verde 2 0 3 7 13
Céte d’Ivoire 0 0 536 218 112 284 1,150
Gambia 0 0 0 16 16 37
Ghana 37 25 367 274 264 306 1,273
Guinea 0 3 3 61 12 41 120
Guinea-Bissau 0 0 0 5 5
Liberia 0 0 0 19 19
Mali 3 0 0 122 129
Niger 8 0 0 2 15
Nigeria 66 145 481 362 305 680 2,039
Senegal 16 5 110 250 243 284 908
Sierra Leone 2 0 2 0 0 54 58
Togo 0 18 60 ® 51 40 174
Total 140 225 1,697 1,254 1,060 1,936 6,212

Source: ECOWAS 2017.

FIGURE 16 Number of industrial products registered under the
ECOWAS Trade Liberalization Scheme, by sector, 1988-2018
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Source: ECOWAS 2018.

skins sector had the fewest registered products
(figure 16). The distribution of registered prod-
ucts by sector mimics the concentration of intra-
ECOWAS trade in which food and beverage prod-
ucts account for a sizable share.

Between 1988 and 2008, 2,208 enterprises
were registered in ECOWAS. Nigeria had the most
(799), followed by Ghana (560), Senegal (301) and
Cote d’lvoire (289). As with registered products,
the number of registered enterprises also varied
from year to year, supporting the conjecture of
enterprise attrition (see table A1 in the annex).

STRUCTURAL
TRANSFORMATION

The consensus in the literature is that economic
growth in both developed and emerging econo-
mies has followed a similar pattern, triggered by
enhanced labor productivity in agriculture. This
in turn has made it possible for labor and capi-
tal to move increasingly into manufacturing and
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services. The shift into manufacturing, where labor
productivity is generally higher, has increased
productivity and sustained higher output and
incomes.

Definition and characterization
Structural transformation is the reallocation of
labor and other resources across sectors that
sets economic growth in motion, and it has both
static and dynamic components. The static com-
ponent emanates from the increase in economy-
wide productivity as more workers are employed
in higher productivity sectors. The dynamic gain
component is realized over time as an increasing
share of the labor force accumulates the benefits
of upgraded skills and other positive externalities
that accrue from access to better technologies.
An economy undergoing productive structural
transformation can reap both static and dynamic
gains as the process generates productivity
growth both within sectors and through shifts of
labor from lower to higher productivity sectors.

The potential static and dynamic gains, as well
as their distribution in terms of within-sector and
between-sector productivity increases, depend
on the extent of the productivity differentials
across sectors and on the sectors’ employment
creation capacities. More specifically, economic
activities and broad sectors differ with respect
to their capacity to absorb workers and generate
labor productivity. In general, structural transfor-
mation and its benefits have been associated with
manufacturing because the sector has demon-
strated the capacity to generate high productivity
and absorb large numbers of workers.

This association has been tested by the hypoth-
esis that manufacturing is an engine of economic
growth, based on the following stylized facts:
¢ The faster the growth of manufactured output,

the faster the growth of labor productivity and

aggregate labor productivity.
e The faster the growth of manufacturing output
the faster the growth of GDP.

These stylized facts draw on the idea that man-
ufacturing has some special characteristics that
make the sector particularly relevant for promoting
a beneficial and productive structural transforma-
tion. One of these characteristics is that manufac-
turing generates static and dynamic increasing

returns to scale through which large production
scales reduce firm costs, promote specialization,
and enhance production efficiency. Manufacturing
focuses on technological progress and enjoys the
most forward, backward, and horizontal links to
the rest of the economy. Manufacturing has higher
income elasticity of demand than other sectors.
And formal manufacturing exhibits unconditional
convergence and can thus thrive regardless of the
quality of domestic policies, institutions, and other
aspects of the economic context.?

Differences in structural transformation
between Africa and other regions
A large and rapidly growing literature on structural
transformation suggests that its occurrence, pat-
tern, and effects in Africa may differ from those
in other regions. Africa has lagged behind in the
shift from agriculture. In 1950, agriculture’s share
in GDP was only 16 percent in advanced coun-
tries, 29 percent in Latin America, 43 percent in
Africa, and 49 percent in Asia (table 8). Advanced
countries were the most industrialized (29 percent
of GDP from manufacturing), followed by Latin
America (15 percent), Africa (11 percent), and Asia
(10 percent). By 1960, manufacturing’s contribu-
tion had peaked at 30 percent in advanced coun-
tries, and Asia had nearly caught up with Latin
America. But in Africa, manufacturing’s share
had decreased to 8 percent. By 1980, manufac-
turing’s share in Africa had recovered, but it had
decreased again in 2005, to 10 percent, while
peaking in Asia (at 22 percent) and Latin Amer-
ica (at 20 percent). The decline in manufacturing’s
share of GDP in Africa has become known as the
continent’s era of deindustrialization.?®

Several studies have suggested that Africa’s
structural transformation has been less productive
than that of other regions. “African economies do
not appear to be following the experience of East
Asian countries in their historical patterns of struc-
tural change.”?! Africa has experienced a shift in
labor largely toward services, which are less pro-
ductive than manufacturing. And Africa’s manu-
facturing sector is dominated by a cluster of infor-
mal, small firms that are generally less productive
than formal organized firms.

But “recent patterns of employment shares
in Africa appear to fit the stylized facts of the
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TABLE 8 Structure of production (gross value added), by region 1950-2005 (% of GDP)

Advanced
Sector Africa Asia Latin America countries
1950
Agriculture 43 49 29 16
Industry? 22 14 25 40
Manufacturing 1 10 15 29
Services 34 36 46 45
1960
Agriculture 42 37 23 12
Industry? 21 22 23 12
Manufacturing 8 15 17 30
Services 37 4 48 47
1980
Agriculture 29 23 16 4
Industry? 28 33 32 33
Manufacturing 12 22 20 20
Services 43 44 51 57
2005
Agriculture 28 14 10 2
Industry? 27 33 31 26
Manufacturing 10 22 15 14
Services 45 53 59 68

a. Mining, manufacturing, construction, and utilities.

Note: Percentages may not sum to 100 because of rounding.

Source: Szirmai and Verspagen 2011, table 1.

historical development in other regions.”?? In other
words, given Africa’s current income, “the quan-
titative pattern of employment shares in Africa is
roughly what has happened elsewhere.” In addi-
tion, “African countries seem to be by-passing the
industrialization stage” of structural transforma-
tion.?% Africa’s structural transformation has not
been as productive as that of East Asia because
it is fueled largely by an expansion in services
rather than manufacturing. Nonetheless, pro-
ductivity improvements in agriculture have been
accompanied by declines in the share of agricul-
tural employment and increases in income and
demand for locally produced manufactured prod-
ucts.?* This seems consistent with the experience
of industrialized countries.?®

Because of data gaps, the findings above are
based on a limited number of countries, three
of them (Ghana, Nigeria, and Senegal) in West

Africa. “Given the varied patterns and trends in
structural change across African countries... it
is difficult to speak of structural change from a
single, continent-wide perspective.”?® So the anal-
ysis below examines several key features of struc-
tural transformation and their impact based on the
experiences of West African countries with readily
available comparable data.

Typically, the first indication of structural trans-
formation is a decline in agriculture’s share of
employment and GDP. In both cases, the decline
is associated with GDP growth as labor’s shift
from low-productivity agriculture to more produc-
tive economic sectors, especially manufacturing,
boosts overall productivity and enhances eco-
nomic competitiveness.

From 2000 to 2015, agriculture’s average
share of employment across West Africa fell from
58.7 percent to 52.3 percent, industry’s average
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share rose from 10.3 percent to 12.5 percent, and
services’ average share rose from 30.8 percent to
35.2 percent (table 9). Thus, labor shifted away
from agriculture marginally, by 6.4 percentage
points, increasing industry’s share by 2.2 percent-
age points and services’ share by 4.4 percentage
points. At the regional level, the shift was not par-
ticularly large for a 16 year period, and two-thirds
of the shift was captured by the service sector,
whose productivity may not be much higher than
agriculture’s. But the simple regional average
hides differences across countries in both popu-
lation and GDP.

Countries whose agricultural share of employ-
ment is above the regional average likely have not
started their structural transformation. In 2000,
they included Burkina Faso, Cabo Verde, Guinea,
Guinea-Bissau, Niger, and Sierra Leone. In 2015,
they included Cabo Verde, Guinea, Guinea-Bis-
sau, Mali, Niger, Senegal, and Sierra Leone. Mali
and Senegal were below the average in 2000 but
above it in 2015. In Mali, the emergence of agri-
culture as an important contributor to employment

reflects government’s input subsidy reform and
other initiatives aimed at improving food security
in the wake of the 2008 food crisis. In 2009, the
government adopted a national agricultural invest-
ment program to maintain high cereal yields in the
short term and diversify agricultural exports in the
long term.

In Burkina Faso, reforms in the cotton sector
helped transform the industry in the 1990s. In the
1980s, the sector was characterized by strong
government intervention, and political interests
appropriated the profits generated by the state-
owned enterprise Sofitex. Reforms in the early
1990s markedly improved cotton production
and increased export earnings. They also had a
large effect on household income, which grew
19-43 percent, and on poverty, which declined
from 62 percent to 47 percent. Burkina Faso is
now the largest cotton producer in West Africa,
with output of about 300,000 metric tons, one and
a half times the 2010 level. But yields for the region
as a whole have remained stagnant, despite the
improvements in Burkina Faso and Mali.

TABLE 9 Sectoral share of employment in West Africa, by country, 2000 and 2015 (%)

In 2015,

agriculture’s share
in employment was
above the regional
average in Cabo
Verde, Guinea,
Guinea-Bissau,

Mali, Niger,

Senegal, and Sierra

Agriculture Industry Services Leone, meaning
Country 2000 2015 2000 2015 2000 2015 )
Benin 48.3 41.8 12.7 18.2 39.0 40.0 that they “kely
Burkina Faso 85.7 29.4 4.0 32.0 10.3 38.5 have not started
Cabo Verde 76.2 68.7 7.0 7.0 16.8 24.4 their structural
Cote d’lvoire 50.2 50.0 6.6 5.6 43.3 44.4 transformation
Gambia 38.2 28.4 15.0 156.5 51.9 56.1
Ghana 50.3 42.5 15.8 14.0 34.0 43.5
Guinea 70.9 68.0 5.7 5.8 234 26.3
Guinea-Bissau 84.7 83.7 6.9 741 8.5 9.3
Liberia 49.7 43.4 7.9 11.9 42.4 447
Mali 45.7 62.3 16.0 8.3 38.4 29.5
Niger 7741 761 6.8 1149 13.2 16.5
Nigeria 57.3 36.4 9.1 1.8 33.6 51.8
Senegal 44.4 54.0 16.6 20.0 39.0 26.0
Sierra Leone 66.4 60.9 5.7 6.2 27.9 33.0
Togo 41.0 39.4 181 17.3 40.9 43.3
Average 58.8 52.3 10.4 12.5 30.8 35.2

Source: African Development Bank statistics.
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From 2000 to
2015, agriculture’s
average share in
GDP across West
Africa decreased
from 34.2 percent
to 32.1 percent,
or 2.1 percentage
points

From 2000 to 2015, agriculture’s average
share in GDP across West Africa decreased from
34.2 percent to 32.1 percent, or 2.1 percentage
points (table 10). This reflects the limited labor shift
from agriculture. It may also be due to a lack of
agricultural labor productivity, irrespective of sec-
toral labor shifts.

Changes at the country level are much greater
in some cases. All countries except Burkina Faso,
Guinea-Bissau, Mali, and Sierra Leone saw agri-
culture’s share of GDP decline from 2000 to 2015,
with the shift benefiting mainly the service sector
(see table 10). Only Cabo Verde, Cbéte d’lvo-
ire, Gambia, Liberia, and Niger saw industry’s
share markedly increase. According to estimates
on labor productivity, 3.5 percent of workers in
Cbte d’lvoire moved from agriculture to services,
generating average productivity in services 3.2
times the level in agriculture.?” Similarly, in indus-
try, which employed just 6 percent of the work-
force but accounted for 27.2 percent of output
in 2000, productivity gains were even faster. By
2015, industry’s share of GDP was 28.9 percent.

But in general, West African countries have not
experienced structural transformation, and mini-
mal dynamic gains have been made because the
associated labor shift has benefited the service
sector rather than the industrial sector more gen-
erally, and the manufacturing sector in particular.

IMPLICATIONS OF
REGIONAL INTEGRATION
FOR STRUCTURAL
TRANSFORMATION

Addressing whether and the extent to which
regional integration affects structural transfor-
mation requires identifying both the static and
dynamic components of regional integration.
Regional integration can generate allocation
effects, which are essentially static in the sense
that they reallocate goods produced by given
production patterns.?® These effects are reflected
in changes in trade and trade ratios. In addi-
tion, regional integration can generate dynamic

TABLE 10 Sectoral share of GDP in West Africa, by country, 2000 and 2015 (%)

Agriculture Industry Services

Country 2000 2015 2000 2015 2000 2015
Benin 25.8 2341 31.8 25.0 42.4 51.9
Burkina Faso 32.8 33.8 21.5 21.2 45.7 451

Cabo Verde 14.3 10.0 17.0 20.7 68.8 59.3
Céte d’lvoire 27.2 255 23.4 28.9 49.5 45.6
Gambia 23.9 21.8 14.4 15.8 61.7 62.3
Ghana 39.4 21.2 28.3 26.2 32.2 52.5
Guinea 22.4 20.5 33.5 29.2 44.2 50.4
Guinea-Bissau 43.4 49.4 14.7 13.2 41.9 37.4
Liberia 78.4 68.2 5.4 1.6 16.2 20.3
Mali 35.3 40.4 24.0 19.8 40.6 39.8
Niger 39.1 39.0 13.3 19.5 47.6 41.4
Nigeria 26.0 20.9 52.2 20.4 21.8 58.8
Senegal 191 17.5 23.2 23.4 57.6 59.2
Sierra Leone 48.2 61.3 8.4 4.8 43.3 33.9
Togo 37.6 2941 19.6 18.6 42.7 52.4
Average 34.2 321 221 19.9 43.8 47.4

Source: African Development Bank statistics.
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accumulation and location effects, which can alter
the economy’s structural patterns and steady-
state growth path, especially when they enhance
knowledge and human capital accumulation and
mobilize long-term savings to increase investment.
These dynamic effects enable regional integration
to serve as a tool for structural transformation.
While dynamic effects have considerable poten-
tial, their realization depends on both the design
of regional integration and the supporting policy
measures, such as the tariff structure and indus-
trial policy.2®

Assessing regional integration effects
for structural transformation

A large body of theoretical and empirical research
suggests that regional integration can enhance
member countries’ economic growth and struc-
tural transformation. Trade and foreign direct
investment promote growth, and regional inte-
gration tends to increase trade and foreign direct
investment.®® Therefore, regional integration may
have a positive impact on economic growth
through the effects of increased trade and invest-
ment. Along the same lines, small economies grow
faster when they form regional trade agreements
with large and more developed economies.?!
There is likely a positive relationship between
economic integration and growth because inte-
gration enhances trade.®? Trade enhancement
in turn leads to economic growth. Specifically,
more liberalization among the member countries
of a regional economic community can increase
total trade, which in turn promotes growth, though
liberalization could also lead to trade diversion,
thereby reducing the overall volume of trade and
implying that liberalization induces less efficient
trade.

So although there is clear evidence of a pos-
itive relationship between growth and trade in
cross-country studies, the “existence of a causal
link is under debate, implying that there is no
general agreement on the economic policies ori-
ented to trade openness.”3® Despite this, the liter-
ature suggests that special features of countries
may increase the chances of a growth-enhanc-
ing regional integration scheme. For example,
regional integration in West Africa can bring about
structural transformation and economic growth

because without regional integration, the region’s

many low-income small and fragmented econo-

mies cannot take advantage of scale in produc-
tion, which could stimulate economic growth.34

The importance of regional integration in fos-
tering economic growth should be reflected in
the ability of trade to engender structural trans-
formation for countries in a trade bloc. This pro-
vides the context for examining the theoretical
links between regional integration and structural
transformation. The specific questions that can be
addressed include:

e Does regional integration enhance structural
transformation in the economies of participat-
ing member countries?

e What are the primary channels through
which regional integration affects structural
transformation?

Empirical analysis of intraregional trade on
sectoral value added
Empirically evaluating the latent theoretical links
between regional integration and structural
transformation in West Africa requires selecting
appropriate indicator variables of both regional
integration and structural transformation. The
dependent variables, capturing structural trans-
formation, consist of shares of value added for
the main economic sectors in total (GDP) value
added: agriculture (AGVA), industry in general
(INVA), manufacturing as a subsector of industry
(MAVA), and services (SEVA). The independent
variables are two indicators of regional integra-
tion: the intraregional import trade index (IRITI)
and the intraregional export trade index (IRETI).
Both are valid indicators of the extent of regional
integration in West Africa and could be collapsed
into one aggregate intraregional trade index, but
the reason for keeping them separate is explained
later. The sample size is all 15 countries in West
Africa, aggregated for 2000-15. All variables are
in natural logarithms, and data were gleaned
from various secondary sources, including the
ECOWAS Commission, the United Nations Con-
ference on Trade and Development, and the World
Bank.

Three sets of regression results were obtained
using simple ordinary least squares to illustrate
the possible effect of structural transformation on
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trade: one using only the intraregional import trade
index as an explanatory variable, one using only
the intraregional export trade index, and one using
both indices. More rigorous alternative estimation
methods—that instrument the independent vari-
able with, say, an indicator of trade liberalization—
may reveal a more nuanced relationship between
structural transformation and trade. Indeed, dis-
locations from agriculture to less productive ser-
vices, triggered by an influx of cheap imports of
agriculture products, may not engender agricul-
tural structural transformation. Facing this and
other caveats, the results are only illustrative and
should be interpreted with care.

Only the intraregional export trade index has
a negative and statistically significant coefficient

and 3 (table 11). This implies that increasing the
intraregional export trade index may enhance
structural transformation by reducing agricul-
ture’s share of GDP. Indeed, agricultural countries
trade less internally within the region, perhaps
because there is less exporting complementarity
due to similarity of products. The impact of the
intraregional import trade index on agriculture’s
share of GDP is not statistically significant. But
the intraregional export trade index has a pos-
itive and statistically significant effect on ser-
vices’ share of GDP, which supports the earlier
analysis that participating in regional integration
has stimulated growth in services. The effects of
the intraregional export trade index on industry
(as a whole) and manufacturing value added are

Increasing the
intraregional export
trade index may
enhance structural

on agriculture value added in both regressions 2 not statistically significant, and the intraregional

TABLE 11 Regression results on the impact of regional integration on structural
transformation

transformation
by reducing Variable Regression 1 Regression 2 Regression 3
agriculture’s Dependent variable: AGVA
Constant 30.29*** (0.93) 32.86** (0.76) 31.92*** (0.99)
share of GDP IRITI 0.02 (0.06) 0.08 (0.05)
IRETI —0.11*** (0.04) ~0.13"* (0.04)
R-squared 0.34 0.08 0.16

Dependent variable: INVA
Constant

22.45* (1.07)

21.52*** (0.95)

2210 (1.24)

IRITI —-0.04 (0.07) -0.05 (0.07)
IRETI 0.02 (0.05) 0.03 (0.05)
R-squared 0.002 0.010 0.000

Dependent variable: MAVA
Constant

11.32*** (0.55)

11.18"* (0.48)

11.20*** (0.64)

IRITI 0.003 (0.03) -0.002 (0.04)
IRETI 0.01 (0.02) 0.01 (0.09)
R-squared 0.07 0.01 0.02

Dependent variable: SEVA

Constant

47.35"* (1.08)

45.75* (0.92)

4617 (1.21)

IRITI 0.01 (0.07) -0.04 (0.07)
IRETI 0.09** (0.05) 0.09** (0.05)
R-squared 0.535 0.070 0.212

*** Significant at the 1 percent level; ** significant at the 5 percent level.

Note: Numbers in parentheses are standard errors.

Source: West Africa Economic Outlook team calculations.
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import trade index has no significant impact on
any sector.

The differing results for the intraregional
import trade index and the intraregional export
trade index are consistent with the literature on
the productivity of exporting firms, which shows
a well-established positive association between
exporting and firm productivity.® Empirical evi-
dence shows that exporters are more productive
than nonexporters and that future exporters are
more productive than future nonexporters before
they enter export market.®¢ In other words, export-
ing firms are superior performers before and after
they enter the export market. Export participa-
tion can be particularly important for productiv-
ity growth.®” This may be why the coefficient on
the intraregional export trade index is negative
and statistically significant in the regression for
agriculture value added, which suggests that as
firms or countries enter the export market, they
learn to compete and are more likely to shift away
from less productive sectors such as agriculture
to more productive ones such as manufacturing.
This process engenders structural transformation
in the economy.

Effects of the ECOWAS Trade Liberalization
Scheme on direct investment

Foreign direct investment is a catalyst to struc-
tural transformation, benefiting from the provisions
of the ETLS, as long as foreign investors do not
engage in “tariff jumping.” The ETLS attracts for-
eign investment from within and outside the region
as a result of market enlargement (particularly
for “lumpy” investment that might only be viable
above a certain size) and production rationaliza-
tion (reduced distortion and lower marginal cost
in production).

ECOWAS has enhanced the profile of West
African countries, mitigating risk, guarding insti-
tutions, and protecting private property, all of
which may have contributed to foreign direct
investment flows into the region. Foreign direct
investment increased more than sixfold, from an
average of $2.1 billion in 1995-2000 to $12.7 bil-
lion during 2006-15. Nigeria was the largest
recipient of foreign direct investment flows to the
region, accounting for about 60 percent, followed
by Ghana, with 12 percent. During 2006-15,

intra-ECOWAS foreign direct investment was
about $335 million. In addition to being the largest
recipient of foreign direct investment in ECOWAS,
Nigeria was also the largest intra-ECOWAS inves-
tor; it invested in nine ECOWAS member states:
Benin, Burkina Faso, Coéte d’lvoire, Gambia,
Ghana, Liberia, Niger, Senegal, and Togo. It is
unclear whether the investments were induced by
the ETLS.

Regional integration and value chain development
Deeper regional integration could trigger value
chain development and engender sustainable
industrialization through productivity-driven com-
petitiveness. Regional value chains thus precede
entry of local firms into global value chains. Given
the low level of intraindustry trade and productive
capacity in West Africa, participation in regional
value chains can drive integration of indigenous
firms into a regionwide logistical system. Nigeria’s
large economy and consumer market present an
opportunity for the country to be a growth pole for
smaller peripheral countries. Cote d’lvoire, Ghana,
and Senegal are also promising potential growth
poles because of their high economic growth and
rising middle class.

Despite the immense potential for regional value
chain development, West African countries tend to
be biased toward advanced economies, notwith-
standing the restrictive regulations on exports to
these markets. Indeed, more than 70 percent of
West African goods for further exportation are
directed to Europe and North America.®® ECOWAS
member countries tend to be located more
upstream in global value chains as suppliers of
primary inputs without significant value addition to
penetrate export markets (figure 17).

Smaller economies appear to be more globally
integrated than larger ones. Gambia, Togo, and
Benin have the highest global value chain partic-
ipation index values, while Burkina Faso, Nigeria,
and Mali have the lowest (see figure 17). Large
economies may have lower foreign value index
values because they can source more intermedi-
ate inputs domestically than smaller economies
can.®® This implies that they are characterized by a
larger share of domestic value chains.

Lower integration into global value chains
may be also be due to the negative impact of
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FIGURE 17 Global value chain participation in West Africa, by country, 2010-17
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Note: Data for Guinea-Bissau and Liberia are not available.
Source: UNCTAD-Eora Global Value Chain Database and UN Comtrade database.

intermediate tariffs. Exports of unprocessed prod-
ucts constitute a sizable share of regional trade,
implying that countries have not fully exploited the
ETLS to deepen regional trade enough to develop
regional value chains. A regional value chain
approach can help minimize the impact of external
shocks on the region. Box 1 shows the interplay
among politics, regional trade, and value chain
development in West Africa’s cement industry.

ECOWAS has yet to completely harmonize
tariffs, and some countries, such as Benin and
Nigeria, charge the highest tariffs on intermediate
goods from third-party countries. Benin and Nige-
ria have also been involved in a trade spat over
rice smuggling, with Nigeria accusing Benin of
being the conduit for cheap imported rice smug-
gled into the country. As noted earlier, informal
trade between the two countries is among the
highest in the region.

KEY FINDINGS, CHALLENGES,
AND RECOMMENDATIONS

The primary policy instrument in West Africa’s
regional integration is the ETLS, which came into

force in 1990 on agricultural products and handi-
crafts and was extended to industrial products in
1990. Intra-ECOWAS exports as a proportion of
total ECOWAS exports increased from 2.1 percent
in 1970 to 3.9 percent in 1980 to 11.9 percent in
2017—still below intra-Africa trade (16 percent)
and intra-ASEAN trade (24 percent).

The analysis of the limited impact of regional
integration on the expansion and structure of
intra-ECOWAS trade may be undermined by
the high prevalence and perverse effect of infor-
mal trade. The ratio of informal to formal trade is
about 5.1:1 between Benin and Nigeria and 2:1
between Benin and Togo, implying high informal-
ity that leads to a substantial underestimate of the
volume of trade.*? Formal intraregional trade flows
are low for three additional reasons. First, trade
complementarity between West African countries
is generally low. Second, the revealed compara-
tive advantage of foreign countries in the products
imported into West Africa is generally higher than
that of West African countries. Third, trade costs
are higher within West Africa than outside the
region. These factors contribute greatly to the lim-
ited competitiveness of local West African prod-
ucts. Weak institutional and physical infrastructure
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BOX 1 Regional value chain development in West Africa’s cement industry

A key objective of the West African Common Industrial Policy is to promote regional value chains
as a pragmatic stepping stone for West Africa to more sustainably link to global value chains.’
Regional market integration and value chain development are critical precursors to economic
transformation and create opportunities for integration into global value chains. West Africa is
endowed with a variety of base and industrial metals and minerals, but the mining sector is only
partially developed in a few countries, and trade is especially low.

Cement manufacturing is important in the region’s overall industrialization strategy because it
adds value to low-value minerals, transforms the construction sector, and increases employment.
With infrastructure development gaining traction in many countries, the construction sector has
emerged as an important consumer of cement. By June 2017, West Africa had $98.3 billion worth
of construction projects, a third of Africa’s total. Nigeria alone had $69.1 billion.

The regional cement production market is generally very dynamic, with leading companies
located in countries with ready raw materials. Despite well-intended industrialization policies and
the increased investment in the industry, regional trade has been undermined by national and
political interests that limit imports. This often happens because of pressure on government from
major industry players, creating a tension between trade dynamics on the one hand and com-
pany strategies and the political pressure that the companies exert on the other. As a result, the
cement sector has remained uncompetitive, with prices nearly three times the world average and
higher than would otherwise be the case. While governments alone may not be able to address
these challenges, ECOWAS should aggressively encourage ETLS implementation through mul-
tistakeholder dialogue that includes sector operators. This will help reduce transaction costs and

enhance cement trade across the region.

Note
1. Weigert 2016.
Source: Adapted from Byiers et al. 2017.

also drive up costs, undercutting the competitive-
ness of products from within the region. Nontariff
barriers and outright import bans—especially by
large dominant economies, such as Nigeria—also
limit the intensity of intraregional trade.

At the regional level, the standard indicators of
structural transformation suggest that West Afri-
can economies have not experienced economic
growth-enhancing structural change over the past
two decades. In particular, while labor shifted away
from agriculture, industry’s share of employment
increased by 2.2 percentage points, and services’
share by 4.4 percentage points. In effect, much of
the labor reallocation was captured by the service
sector, whose productivity is not much higher than
agriculture’s. Burkina Faso, Cabo Verde, Guinea,
Guinea-Bissau, Niger, and Sierra Leone had not
begun structural transformation in 2000, and in

2015, the pattern had not changed much, as agri-
culture’s share of employment was still increasing.

In general, West African countries have not
experienced much structural transformation, have
enjoyed few dynamic gains from the associated
labor shift (which has instead benefited the service
sector rather than the higher productivity manu-
facturing sector), and have seen mixed results in
the contribution of services and manufacturing to
overall economic growth.

Finally, a rising intraregional export trade index
enhances structural transformation by reducing
agriculture’s share of GDP and increasing ser-
vices’ share.

Challenges
Several challenges must be addressed to engen-
der structural transformation that enhances
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growth, creates jobs, and tackles poverty and
other social ills in West Africa.

The first challenge is to increase the share of
intraregional exports in total exports, which should
enhance structural transformation. The usual
explanations for the low share include ineffective
implementation of the ETLS (due to lack of political
will) and inadequate trade facilitation (coupled with
low-quality infrastructure). But the most critical
constraint is low trade complementarity. High trade
complementarity among countries in a regional
integration scheme is a requirement for success.
In West Africa, the products that countries export
do not match their neighbors’ import needs. The
revealed comparative advantage of imports into
West Africa tends to be higher for products from
countries outside the region than for products from
within the region. Similarly, trade costs tend to be
higher in the region than outside it. These factors
all limit the competitiveness of local West African
products within the region and externally.

The second challenge is to expand structural
transformation beyond the service sector to the
manufacturing sector. This requires further anal-
ysis of what prevents agricultural labor from being
productively absorbed into manufacturing activi-
ties instead of the largely informal service sector
into which it is generally drawn.

The third challenge is to strengthen the pri-
mary links between regional integration and struc-
tural transformation by developing a dynamic
industrial base with manufactured exports. The
apparent inability to articulate and implement a
regional industrial policy that reflects the needs
of all West African countries has held back trans-
formation, even in the most dynamic economies
such as Ghana and Senegal. The challenge is
compounded by the ambiguity of the relationship
between the West African Common Industrial
Policy and national industrial policies. It is difficult
to address the possible risks of a regional industri-
alization policy such as conflicts with national pol-
icies, the inequitable sharing of associated costs
and benefits, and the unfair use of intraregional
compensation funds.

Recommendations
Raising intraregional trade must begin from the
understanding that trade flows represent output

of productive capacity. Trade agreements typ-
ically assume that the countries involved have
adequate capacity to produce the goods and ser-
vices needed for both domestic production and
exchange with other countries. Such agreements
also assume that trade complementarity exists,
at a reasonable level, between the countries
involved. Neither of these assumptions appears to
have been satisfied in West Africa.

Policymakers should thus focus on building
productive capacities, particularly for goods and
services for which trade complementarity can be
enhanced over the short to medium term. The rel-
evant policies fall under the broad title of industrial
policy but need to cover all sectors—agriculture,
industry, manufacturing, and services—because
endowments and comparative advantages differ
across countries as well as within larger countries.
And national and regional policies must be con-
sistent. Protectionist measures, including outright
import bans, are counterproductive and a disin-
centive to competitive regional trade. They also
perpetuate informal trade, with obvious implica-
tions for domestic revenue.

While most of the research literature suggests
that manufacturing is the engine of growth, in
Africa, services may serve the same purpose,
provided that the sector evolves from informal into
more formal structures. But this does not preclude
the importance of manufacturing as an anchor for
transformation and industrialization in West Africa,
which would benefit by exploiting complementar-
ities between coastal countries and landlocked
economies, with coastal countries serving as
industrial growth poles and transport corridors
to service landlocked countries. Regional indus-
trial clusters or economic zones, supported by
properly designed and interlinked transport and
power networks, could trigger transformation. For
example, regional staple crop processing zones
could help countries meet the region’s food and
agriculture needs. Nigeria is self-sufficient in cas-
sava, while Gambia and Senegal are leading pro-
ducers of groundnuts. Burkina Faso and Mali can
be hubs for cotton and cotton seed production.

Even when a regional integration scheme per-
forms as expected, the costs and benefits are
unlikely to be distributed evenly across all partic-
ipating countries in the short, medium, and long
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term. So specific arrangements are often made
to ensure that “losers” are compensated. It is not
enough to rely on political will to ensure that coun-
tries implement their obligations. Compliance is
more likely when every country is satisfied that the
costs and benefits are evenly distributed.

As regional and continental integration activi-
ties gain momentum, their impacts on West Africa
cannot be underestimated. Full implementation of
the ECOWAS Common External Tariff and ratifica-
tion and implementation of the African Continental
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Free Trade Area (CFTA) are expected to strengthen
regional integration and promote sustainable and
inclusive development. Nigeria, as the largest
economy in West Africa and Africa as a whole,
should accelerate its consultations with key stake-
holders, the outcome of which will guide its mem-
bership in the CFTA.*' The dictates of the CFTA
are fully consistent with the founding principles of
ECOWAS and thus very relevant; but without Nige-
ria’s leadership, regional integration in ECOWAS
and at the continental level would be a pipe dream.




NOTES

1. Senegal National Statistics and Demography
Agency; Fall 2018.

African Development Bank 2018.

African Development Bank 2011.

See, for example, Fosu (1990).

Zahonogo 2016.

African Development Bank 2018.

R e

See Brautigam, Xiaoyang, and Xia (2018) for an

analysis of Chinese investment in Africa.

8.  Benin, Burkina Faso, Céte d’Ivoire, Guinea-Bissau,
Mali, Niger, Senegal, and Togo.

9.  The Liberian dollar is pegged to the US dollar. Six
non-WAEMU countries (Gambia, Ghana, Guinea,
Liberia, Nigeria, and Sierra Leone) are creating a
second monetary zone, the West African Monetary
Zone. The ultimate goal for West Africa is to estab-
lish a single union, with the latest agreed deadline
set for 2020, after many missed deadlines.

10. Throughout this report, fiscal deficit refers to overall/
consolidated position rather than the narrow defini-
tion of primary balance. Where specific reference is
made to primary balance, this is explicitly stated.

11. Historically, there has been the tendency for low
levels of debt to enhance the marginal product of
capital in Africa but for high levels to reduce it (see,
for example, Fosu 1990).

12. Fosu 2018a; Humphreys and Bates 2002.

13. ILO 2018.

14. African Development Bank 2018.
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ANNEX

TABLE A1 Number of enterprises registered under the ECOWAS Trade Liberalization Scheme, by
country, 1988-2018

o o & © © © © ®

£ £, 08 £ & & @ @3 £ _ 5y T g @ -
1988 4 2 115 1 3 2 4 1 33
1989 0
1990 16 5 g o1
1991 3 4 1 1 9
1992 2 17 1 20
1993 2 %6 o8
1994 4 5 14 1 1 25
1995 1 6 14 1 4 26
1996 1 2 8 > 13
1997 0
1998 4 13 1 2 20
1999 3 38 47 10 5 103
2000 7 29 38 36 7 2 119
2001 1 31 37 25 8 3 105
2002 4 46 33 38 3 3 127
2003 2 19 36 57 4 1 119
2004 2 6 7 23 5 1 44
2005 22 32 22 16 1 93
2006 16 1 4 27 3 20 21 92
2007 1 13 18 20 52
2008 2 8 2 14 8 14 3 51
2009 3 6 3 28 28 45 2 115
2010 9 23 7 13 6 128
2011 4 14 29 2 29 1 79
2012 3 1 15 29 1 1 41 10 4 105
2013 2 19 2 18 3 36 24 2 106

(continued)




TABLE A1 Number of enterprises registered under the ECOWAS Trade Liberalization Scheme, by
country, 1988-2018 (continued)

bl o 8 T ®© ®© ] s
E = 0 ] (1) O 3 — — o)) )
£ £9 8% 29 £ § £ £8 § = 8 © 2 t5 9 %
[ S © Tp ©O= @© < = 5.9 o © [ k= o o3 b4 =
Year o nwe O> OT O (0} ¢ O | = =z =z n nd (= =
2014 4 3 14 1 19 5 33 18 1 5 103
2015 5 1 1 10 1 28 1 19 1 15 15 2 104
2016 7 2 20 4 38 1 15 70 16 4 4 181
2017 11 19 4 7 1 66 11 119
2018 1 15 1 1 6 1 37 5 1 68

Total 78 13 7 289 15 560 5 2 8 55 8 799 301 14 54 2,208

Source: ECOWAS 2018.
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STATISTICAL TABLE 1 Basic indicators, 2018

Average
Gross annual

Population Gross domestic real GDP

Land area density domestic product growth,

Population (km? (people roduct?® per capita? 2010-20
(thousands) thousands) per km?) ($ millions) $) (%)
Benin 11,486 115 100 27,546 2,398 4.9

Burkina
Faso 19,752 274 72 38,833 1,966 6.1
Cabo Verde 553 4 137 4,029 7,282 27
Céte d'lvoire 24,906 322 77 106,783 4,287 6.6
Gambia 2,164 11 191 5,993 2,770 3.6
Ghana 29,464 239 124 145,768 4,947 7.0
Guinea 13,053 246 53 30,278 2,320 6.0
Guinea-

Bissau 1,907 36 53 3,391 1,778 4.4
Liberia 4,854 111 44 6,440 1,327 441
Mali 19,108 1,240 15 44,329 2,320 4.4
Niger 22,311 1,267 18 23,549 1,055 5.9
Nigeria 195,875 924 212 1,169,148 5,969 3.6
Senegal 16,294 197 83 59,987 3,681 5.3
Sierra Leone 7,720 72 107 12,251 1,687 5.3
Togo 7,991 57 141 13,902 1,740 5.6
West Africa 377,437 5,115 74 1,692,228 4,483 4.4
Africa 1,286,206 30,049 43 6,764,685 5,259 4.0

a. Based on purchasing power parity valuation.
Source: UNDESA 2017, African Development Bank statistics and estimates, and various domestic
authorities.




STATISTICAL TABLE 2 Real GDP growth, 2010-20 (%)

2018 2019 2020
2010 2011 2012 2013 2014 2015 2016 2017 (estimated) (projected) (projected)

Benin 2.1 3.0 4.8 7.2 6.4 2.1 4.0 5.4 6.0 6.3 6.8
Burkina Faso 8.4 6.6 6.5 5.8 4.3 3.9 5.9 6.7 7.0 6.0 5.9
Cabo Verde 1143 4.0 1.1 0.8 0.6 1.0 3.6 4.0 3.9 41 4.8
Cote d'lvoire 2.0 —4.2 101 9.3 8.8 8.8 8.3 7.8 7.4 7.0 6.9
Gambia 6.5 -4.3 5.9 4.8 0.9 4.3 2.2 3.5 5.4 5.4 5.2
Ghana 7.9 14.0 9.3 7.3 4.0 3.8 3.7 8.5 6.2 7.3 5.4
Guinea 4.2 5.6 5.9 3.9 3.7 3.8 10.5 9.9 5.9 6.0 6.1
Guinea-
Bissau 4.6 8.1 -1.7 3.3 1.0 6.1 6.3 5.9 5.3 5.1 5.0
Liberia 6.1 7.4 8.2 8.7 0.7 0.0 -1.6 2.5 3.2 4.7 4.8
Mali 5.4 3.2 -0.8 2.3 7.0 6.0 5.8 5.3 5.0 4.7 4.7
Niger 8.4 2.2 11.8 5.3 7.5 4.3 4.9 4.9 5.2 5.3 5.7
Nigeria 10.6 4.9 4.3 5.4 6.3 2.7 -1.6 0.8 1.9 2.3 2.4
Senegal 4.2 1.8 4.4 3.5 4.3 6.4 6.2 7.2 7.0 6.7 6.9
Sierra Leone 5.3 6.3 16.2 20.7 4.6 -20.5 6.3 5.8 3.5 5.6 5.8
Togo 6.1 6.4 6.5 6.1 5.9 .1 &1 4.4 4.7 5.0 5.3
West Africa 9.2 5.0 5.1 5.8 6.1 3.2 0.5 2.7 3.3 3.6 3.6
Africa 5.8 2.9 7.3 3.6 3.7 3.5 2.1 3.6 3.5 4.0 4.1

Source: African Development Bank statistics, estimates, and projections and various domestic authorities.

STATISTICAL ANNEX




"S8IIIOYINE 211S8LIOP SNOLBA pue suoiosfold pue ‘seieuliise ‘soisiiels yueg Juswdoeasq UBOLYY 80005

e 6¢C LG g'e €@ ¥7'e €'G Y v'l=  67¢ 7'y L '8¢ Lc¢ G6 2ek 9¢l /289 eouly
8'9 €c g9 L'e 08 ¥'c A 6'c 6'G 0'e /29 ¥'c ¢gcc <6k LS 9L VL. €8/ BeoOulY ISoM
85 9'8 7'l 8'C 6'S €6 6L L'y oA '8 L' 8'v €¢S <¢ve ¥9 2'el 29l 618 obo|
[ g'e 0ot €9 ¢ 7'y 6'G ot le= 09 g'e 60— 'vS  g/¢ /'8 7’0L 92k 166 suoeT
elloIg
(07 9'9 09l 6’} 6'C 9'9 €9l 0¢ ot 0Lk Syl ©@ 7'6e  L'le 69 VAT A S FEL [ebaues
€ 90 09 0¢ 9 20 09 0c /G- 60 9'G 10 gel  c¢el vs KoL 9% 6'6. elebiN
29 8'8 Gl 8V GG g'8 /'8 L'e 8'6 ¢S g'G (WA oee  99L ¥Ok g€ O0Sk /.9 J8BIN
1'8 09 Gg'c €9 g8 02 1'G 9'G L'y L8k L' 9¢ ' 9¢c |6 8'6 6'9L 208 IleN
1€ 'S 06 9¢ 6'c 2’8 29 80 Sv 19074 'S g'e 069 Ovyr €7 g9 O'le 2'¢6 eusqr
8y 9y Sy 0’6 St L'y Y/ 61 '8 9'G 0ch /'S G9¢ 6l 0¢ [ 6ck 99/ nessig
-eauINgy
Y. 991 €0 L2 0L 90— el L'y " 1'G GGh 3VA SvS L'Gg 87 G 0GL <26 esuiny
gch 6'¢c 'S 06 7’8l 3y 2’9 8L 8L 9'G 26 7’0l 6Ly 6'cr ¢¢ 0oL 82 668 eueyH
0e 7'e 1S 9v 7'e 61 €9 7'y 9¢ €0l 0c % ger 9le 8vk 67¢k Ll €88 elquey
09 Sy /29 9/ g9 Sy 1'8 L) 62 A 'S 08 66c 0¢c G99 9L O¢k ¢c€9 SIIOA|,P
9100
8'G €0 82 €'g €'G o'k 8/ L'y 1'G 20 /1'6 ¥'e 9/¢ ¢6L 9V €6k 9k  8¢L SPJBA
oge)D
2’9 s 6'9 g'e ¢'9 9L ¢'ch 9'¢ 7’9 (AN 4% 6°¢ eov ¥'6c <¢vk veb 09¢ V.S Ose
euning

GL 9/ g0k 6'S 8'S '8 20k (907 '8 90k 7’9 8'G 98y 0le 89 9le ek 092 uliusg «

(yamolb |eal %) (yamoJb |eal %) (yImol6 jeas %) (dav 10 %) W

spodw) spodx3 uonewuoy uondwnsuod spodw) spodx3y uonewno) uondwnsuod spodw) spodx3y uonewo uondwnsuod spodwi spodx3 angngd 9jeAlld dgnd dlealld ANn

lended  [euy ejol lended  [euy jejol leydes  |euly |ejoL B

$s016 ss046 ss046 10193s |euJa)xy uoljew.o} uonpdwnsuod <

lejoL lejoL lejoL |eyded ssouy leul4 ©)

T

(pajoaloid) 0202 (pajosfoad) 6102 (pajewnse) 8102 L102 2

=

02-2102 ‘d¥es Yyimodb pue uoisodwod puewaq € 319V.L TVOILSILVLS o



"SOIIIIOYINE D11SBLIOP SNOLIBA puUe SUoiosfold pue ‘se1ewliise ‘sofsiiels yueg Juswdoeasq UBDLLY 80005

STATISTICAL ANNEX

L= 6'Ge ¢'cc 0'v— g'qe gle G- AT c’'le 8'G— Glc L'le eoulyY
6'c- a4t o] 6'c- 8l 80k [ 'S gh 06— L'Gh 0k BOLIY 1SOM
£0— (0874 1'e¢ 9'k= g'9¢ L've 19— A0S (0874 (N7 192 9'v¢ oboL
69— 9'le Lyk 8- g'¢cc Sk L= l'¢e o'sh 8'9— 6'le LGl Uo7 elslg
LE= 7'he 7’8k S L'ee 8’8k g'e— 6'¢c g6k 0'e— S @@ 7’6k [eboueg
4% g0k 09 [ 90k 7’9 ov— [onE 0L ¢'G— S'HE 9'9 eLebiN
9'c- (0874 ¥'0¢ G- S've 0'0¢ 6'G— G'ge 96} [A°e 8'9¢ 9'le 18BIN
G- g'ce 0'te Y'e- cg'ee 8'0¢ S c'ee 202 6'c 0¢e L0g Ilen
6= 162 9WAS) 90— Oty 4017 66— [ 987 6'/- g6t 9k eusql
0¢- 0'0¢ o'gh 2 ¢'0c o8k S Lie o] g 86} g8k nessig

-eauINg
b= VAR 79k 9'c— g6k 6'GL 1A% G'0c ¢ 9k ¢ /'8l 7' 9L eauing
6'c— 9've 2'0¢ V- L've /6L /1'G— 0've €8k 6'G— £'ee /b eueyn
9'k= L'Ie 10g 90— g'le o'le 6'c- 0'9¢ L'ce 6'/- '8¢ 708 elquen
6'¢ 0¢ce 06k A% v'ce 26k 8'¢c— ¥'ee g6k - v'ee g6l BJIOA|,P 8190
L= Z'e G'6¢ 6= 6'Le 00¢ Y- €'¢ce 6'6¢ be— v'ce g'6¢ dpJBA 0geD
0'¢e- ¥'Se v'ce 6'¢- 8'Ge 6¢c 67— 8¢ 6cc G'/= 8'6¢ ¥'2e ose4 euiing
6= 661 6L 9¢- ¥'Le 8’8t L= 8'€e L6k 6'G—- Sve 98l ulueg

aauejeq Buipusjjau  sjuesb pue aouejeq Buipusjjau  sjuesb pue aouejeq Bulpuajjau  sjuelh pue aauejeq Bulpuajjsu  sjuelh pue
TEEN) pue anuanal TEEN) pue anuanal lle1anQ pue anuanal lle1anQ pue anuanal
ainypuadxa lejloL ainyipuadxa lejoL ainyipuadxa leloL ainyipuadxa leloL
lejoL lejol lejol lejoL
(payoaloid) 0z0z (pajoaloid) 6102 (pajewnsa) gL0g L102

(ddD 40 %) 02-L10g ‘sedueUY Dl|aNd ¥ I1dVL TVOILSILYLS




STATISTICAL TABLE 5 Monetary indicators

Inflation Exchange rate
(%) (local currency unit per US dollar)
2018 2019 2020 2018
2017 (estimated) (projected) (projected) 2015 2016 2017 (estimated)

Benin 0.1 1.6 1.9 2.3 591.4 593.0 582.1 530.2
Burkina Faso 0.4 1.4 1.8 2.0 591.4 593.0 582.1 530.2
Cabo Verde 0.8 1.0 1.5 2.0 99.4 99.7 97.8 91.0
Céte d'lvoire 1.0 0.5 2.0 2.0 591.4 593.0 582.1 530.2
Gambia 8.0 6.2 5.1 4.8 42.5 43.9 46.6 48.2
Ghana 124 9.8 8.1 8.0 3.7 3.9 4.4 4.7
Guinea 8.8 9.7 9.8 9.7 7,485.5 8,959.7 9,088.3 9,277.5
Guinea-

Bissau 1.4 2.0 2.2 2.3 591.4 593.0 582.1 530.2
Liberia 12.4 1.7 10.5 9.5 86.2 94.4 1127 125.5
Mali 1.8 1.7 1.7 1.8 591.4 593.0 5821 530.2
Niger 24 4.2 2.7 2.6 591.4 593.0 582.1 530.2
Nigeria 16.5 1.9 12.2 1.4 192.4 253.5 305.8 325.4
Senegal 1.3 14 1.7 1.5 591.4 593.0 582.1 530.2
Sierra Leone 18.2 13.9 1.2 8.7 5,080.7 6,289.9 7,384.4 8,135.6
Togo -0.8 0.4 1.2 2.0 591.4 593.0 582.1 530.2
West Africa 13.0 9.5 9.7 9.1

Africa 12.6 10.9 9.2 8.1

... is not available.
Source: African Development Bank statistics, estimates, and projections; various domestic authorities; and the International Monetary Fund Inter-
national Financial Statistics database.
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STATISTICAL TABLE 8 Demographic indicators, 2018

Age distribution
(% of population)

Population Urban Fertility rate
growth rate  population 65 and (births per
(%) (% of total) 0-14 15-64 older woman)
Benin 2.8 47.3 424 54.3 33 4.8
Burkina Faso 2.9 29.4 44.9 52.6 24 5.2
Cabo Verde 1.3 65.7 29.8 65.7 4.5 2.3
Cote d'Ivoire 2.5 50.8 42.3 54.8 2.9 4.8
Gambia 3.0 61.3 451 52.6 2.4 513
Ghana 2.2 56.1 38.3 58.3 34 3.9
Guinea 2.6 36.1 42.0 54.8 3.2 4.7
Guinea-Bissau 2.5 43.4 41.3 55.6 3.1 4.5
Liberia 2.6 51.2 41.5 55.4 341 4.4
Mali 3.1 42.4 475 50.0 2.5 5.9
Niger 3.9 16.4 50.1 47.3 2.6 71
Nigeria 2.6 50.3 43.8 53.4 2.7 5.4
Senegal 2.8 47.2 427 54.3 3.0 4.6
Sierra Leone 2.2 421 1.7 55.7 2.5 4.3
Togo 2.5 1.7 41.3 55.8 2.9 4.3
West Africa 2.7 46.3 43.6 53.6 2.8 5.2
Africa 25 425 40.6 55.8 3.5 4.4

Source: African Development Bank statistics and estimates, UNDESA 2017, and various domestic authorities.
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STATISTICAL TABLE 9 Poverty and income distribution indicators

International poverty line

National poverty line? ($1.90 a day) Gini index®
Population Population
below below
the poverty the poverty
Survey year line (%) Survey year line (%) Survey year Value

Benin 2015 4041 2015 49.6 2015 47.8
Burkina Faso 2014 4041 2014 43.7 2014 35.3
Cabo Verde 2015 35.0 2007 8.1 2007 47.2
Céte d'lvoire 2015 46.3 2015 28.2 2015 41.5
Gambia 2015 48.6 2015 10.1 2015 35.9
Ghana 2012 24.2 2012 12.0 2012 424
Guinea 2012 55.2 2012 35.3 2012 33.7
Guinea-Bissau 2010 69.3 2010 67.1 2010 50.7
Liberia 2016 50.9 2014 38.6 2014 33.2
Mali 2009 411 2009 49.7 2009 33.0
Niger 2014 44.5 2014 44.5 2014 34.3
Nigeria 2009 46.0 2009 53.5 2009 43.0
Senegal 2011 46.7 2011 38.0 2011 40.3
Sierra Leone 2011 52.9 2011 52.2 2011 34.0
Togo 2015 55.1 2015 49.2 2015 431
West Africa

Africa

... is not available.

a. Defined as two-thirds of average consumption.

b. Based on income distribution.

Source: Various domestic authorities and the World Bank.
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STATISTICAL TABLE 10 Access to services

Telecommunications, 2016 Population using Population using
at least basic at least basic
Main Mobile Population using Access to drinking water sanitation

telephone lines telephone lines the Internet electricity, 2016 services, 2015 services, 2015

(per 100 people) (per 100 people) (%) (% of population) (%) (%)
Benin 1.4 81.8 12.0 41.4 67.0 13.9
Burkina Faso 0.4 82.6 14.0 19.2 53.9 22.5
Cabo Verde 12.0 111.6 50.3 92.6 86.5 65.2
Céte d'lvoire 1.2 115.8 4.2 64.3 731 29.9
Gambia 1.9 139.2 18.5 47.8 80.1 1.7
Ghana 0.9 135.8 347 79.3 77.8 14.3
Guinea 0.0 871 9.8 33.5 67.4 22.0
Guinea-Bissau 0.0 70.8 3.8 14.7 69.2 215
Liberia 0.2 67.6 7.3 19.8 69.9 16.9
Mali 11 112.4 111 35.1 74.3 31.3
Niger 0.8 36.1 4.3 16.2 45.8 12.9
Nigeria 01 83.0 257 59.3 67.3 32.6
Senegal 1.9 98.5 25.7 64.5 75.2 48.4
Sierra Leone 0.2 84.9 1.8 20.3 58.1 14.5
Togo 0.4 72.4 11.3 46.9 62.8 13.9
West Africa 0.5 88.8 22.9 52.4 67.2 281
Africa 24 78.5 23.7 51.6 63.3 38.0

Source: African Development Bank statistics, the International Telecommunication Union World Telecommunication/ICT Indicators database, the
United Nations Statistics Division Energy Statistics Database, WHO/UNICEF Joint Monitoring Programme for Water Supply and Sanitation 2015,
and various domestic authorities.
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STATISTICAL TABLE 11 Health indicators

Life expectancy at birth, 2018 Prevalence of Health personnel, 2010-16
(years) undernourished, (per 100,000 people)
(%/213 Nurses and
Total Male Female population) Physicians midwives
Benin 61.4 59.9 63.0 10.4 15.8 59.8
Burkina Faso 61.2 60.4 61.9 21.3 4.7 63.0
Cabo Verde 73.2 71.0 751 12.3 78.8 125.6
Cote d'lvoire 54.6 53.2 56.2 20.7 14.4 48.3
Gambia 61.6 60.3 63.1 9.6 10.7 161.8
Ghana 63.3 62.2 64.4 6.1 9.6 92.6
Guinea 61.2 60.6 61.8 19.7 7.5 36.8
Guinea-Bissau 58.2 56.4 60.0 26.0 4.5 55.1
Liberia 63.5 62.5 64.5 38.8 28 45.6
Mali 58.9 58.2 59.7 6.0 8.5 44.3
Niger 60.8 59.8 61.9 14.4 1.9 13.7
Nigeria 54.3 53.5 55.2 11.5 39.5 160.5
Senegal 67.8 65.7 69.7 11.3 6.8 30.9
Sierra Leone 52.6 52.0 53.2 25,5 2.4 31.9
Togo 60.7 59.8 61.6 16.2 5.8 27.4
West Africa 57.4 56.4 58.4 1341 24.5 108.3
Africa 63.1 61.4 64.9 18.5 33.6 123.3

Source: African Development Bank statistics, UNDESA 2017, the Food and Agriculture Organization, and the World Health Organization.
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STATISTICAL TABLE 12 Major diseases

Healthy life expectancy at birth, 2016 Infant Under-five

(years) Prevalence mortality mortality
of HIV, ages rate, 2017 rate, 2015
15-49, 2017 (per 1,000 (per 1,000

Total Male Female (%) live births) live births)
Benin 5815 25 54.4 1.0 63.5 98.3
Burkina Faso 52.9 52.7 531 0.8 51.2 81.2
Cabo Verde 64.5 63.1 65.8 0.6 15.0 174
Céte d'lvoire 48.3 47.6 49.0 2.8 64.2 88.8
Gambia 54.4 53.7 55.2 1.6 1.4 63.6
Ghana 56.4 55.8 57.0 17 35.7 49.3
Guinea 52.2 52.1 52.2 15 56.4 85.7
Guinea-Bissau 51.7 50.6 52.9 3.4 55.6 84.2
Liberia 54.5 53.9 55.1 14 55.9 747
Mali 50.7 50.4 51.0 1.2 65.8 106.0
Niger 52.5 52.0 53.1 0.3 48.3 84.5
Nigeria 48.9 48.7 49.2 2.8 64.6 100.2
Senegal 58.8 7.3 60.1 0.4 32.7 45.4
Sierra Leone 47.6 47.2 481 1.4 81.7 110.5
Togo 53.9 53.6 54.2 241 49.2 72.9
West Africa 50.9 50.5 51.3 2.1 58.8 90.4
Africa 55.1 54.0 56.3 815 477 68.7

Source: UNAIDS 2018, the UN Inter-agency Group for Child Mortality Estimation CME Info database, and the World
Health Organization Global Health Observatory Data Repository.
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STATISTICAL TABLE 13 Education indicators

Estimated adult literacy rate, 2010-17 Gross enrollment ratio, primary, 2010-17 Public
(% ages 15 and older) (%) expenditure
on education,
2010-17
Total Male Female Total Male Female (% of GDP)
Benin 32.9 45.0 221 126.6 130.8 122.3 4.4
Burkina Faso 34.6 44.4 26.2 93.7 94.4 92.9 44
Cabo Verde 86.8 91.7 82.0 95.9 99.2 925 5.0
Cote d'lvoire 43.9 50.7 36.8 98.8 103.6 94.0 5.0
Gambia 42.0 51.4 33.6 9741 93.3 101.0 2.8
Ghana 715 78.3 65.3 104.8 104.1 105.5 6.2
Guinea 32.0 43.6 220 924 101.5 83.1 3.2
Guinea-Bissau 45.6 62.2 30.8 118.1 1221 11441 2.2
Liberia 93.8 97.7 89.8 2.8
Mali 33.1 451 22.2 80.1 84.5 75.6 37
Niger 30.6 39.1 22.6 751 80.1 69.9 6.7
Nigeria 84.7 87.1 82.2
Senegal 51.9 64.8 39.8 841 78.0 90.4 7.4
Sierra Leone 32.4 41.3 24.9 120.9 120.0 121.8 2.7
Togo 63.7 77.3 51.2 123.0 125.9 12041 5.2
West Africa 451 54.7 36.3 9041 92.4 87.7 3.7
Africa 65.5 77.0 62.6 99.5 101.6 97.4 4.9

... is not available.
Source: African Development Bank statistics, the United Nations Educational, Scientific and Cultural Organization Institute for Statistics database,
and various domestic authorities.
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STATISTICAL TABLE 14 Labor indicators, 2018

Employment to population ratio, Labor force participation rate,
ages 15(3°r)1d older ages 15(3:)\d older Unemployment
rate, total

Total Female Youth Total Female Male (%)
Benin 69.3 67.1 39.9 71.4 69.8 73.0 2.4
Burkina Faso 62.2 52.7 4741 83.3 76.5 90.4 6.2
Cabo Verde 54.4 44.4 28.2 68.4 53.3 84.4 10.4
Céte d'Ivoire 55.8 46.6 33.7 671 52.7 80.9 2.6
Gambia 53.7 44.8 35.5 772 72.2 82.5 9.5
Ghana 75.3 73.0 511 774 75.6 78.7 2.4
Guinea 61.3 60.9 41.0 82.3 79.4 85.1 4.5
Guinea-Bissau 67.4 61.3 43.7 73.0 67.6 78.4 6.1
Liberia 54.3 52.6 28.3 61.0 57.9 641 2.4
Mali 66.0 55.7 49.9 66.6 50.8 82.2 8.0
Niger 78.6 67.3 71.4 64.6 40.4 88.9 0.4
Nigeria 51.3 47.3 19.7 56.7 48.6 64.5 7.0
Senegal 54.6 43.6 39.0 57.6 70.8 4.8
Sierra Leone 55.3 55.0 25.8 67.0 65.2 68.8 4.4
Togo 76.0 74.4 61.1 81.0 80.9 81.0 1.9
West Africa 58.2 53.0 32.6 63.8 55.4 7241 5.2
Africa 59.6 51.0 40.1 65.9 BL 75.9 7.8

... Is not available.
Source: International Labour Organization ILOSTAT database.
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In 2018, estimated real GDP growth for West Africa was 3.3 percent, up
: from 2.7 percent in 2017. Between 2014 and 2017, West Africa’s GDP
31 - growth trailed the rate for Africa as a whole, though it was faster
than in Central and Southern Africa. The tepid growth reflected
lower commodity prices, shrinking oil production in Nigeria (by far
- the largest economy in the region), and the impact of the Ebola
- f§§“ virus outbreak. Growth contraction in Nigeria overwhelmed the
"—i '_’ high growth in some of the smaller economies, pulling down the
£ BED region’s average. Growth in the region is projected to remain
subdued, at 3.6 percent in 2019 and 2020.
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Despite the immense potential for regional value chain
R . development, West African exports tend to be biased toward
advanced economies, with more than 70 percent of goods
for further export directed to Europe and North America.
ECOWAS member countries tend to be mainly suppliers
of primary inputs without significant value addition to
penetrate export markets. Smaller economies appear to

be more globally integrated than larger ones.
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As regional and continental integration activities gain

i momentum—the ECOWAS Common External Tariff and

e : = the African Continental Free Trade Area (CFTA)—their

impacts on West Africa are likely to be profound.

Nigeria, as the largest economy in Africa, should

accelerate its consultations with key stakeholders

to guide its membership in the CFTA. The CFTA

is fully consistent with the founding principles

of ECOWAS; without ECOWAS’s leadership,

regional integration in West Africa and at the
continental level will not fulfill its promise.
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