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‘Some Problems of Central Banking in Africa

Introduction

The paper discusses some problems that confront
central banks in Africa in their roles as promoters
and regulators of integrated financial systems. Some
of these problems that hinder the efficient functioning
of these institutions are political in nature:; others
arise because of the acute dearth of reliable data on
which to base decisions. Furthermore, the lack of
adequate skilled manpower to devise appropriate policies
and oversee the proper implementation of these policies

is a severe constraint.

A greater part of the problems that face central
banks in Africa, however, originate from the structural
characteristics of the respective economies, complemented
at times by inappropriate policies. This study is primarily
concerned with such problems and it supports the analysis

with data on Ghana, Ivory Coast, Kenya and Nigeria.

In section 2 of the paper, we outline the framework
within which the main issues are to be discussed. Section
3 deals with the data analysis, mainly evaluating the
actual performance of the central banks under review
in the light of the constraints within which they operate.
A brief summary and some suggestions towards overcoming

some of the problems outlined conclude the paper.
119



Framework for the Analysis

The primary function of a central bank in any country
should be the most efficient management of the country's
financial resources in accordance with the perceived
objectives of the nation. In the more developed countries
where sustained economic growth is generally assured, the
main concern has been to maingain an atmosphere of stable
economic growth. Central Banking activities in these
countries have therefore been mainly geared was towards the

provision of short-run monetary stability.

In a representative developing country, the attainment
of rapid economic growth and development is generally the
overriding concern of the economic managers. Such an
objective could hardly be achieved without a sound and
well-integrated financial system. The perceived role of a
Central Bank in such a country should therefore be seen in
the context of promoting and regulating a sound financal
system conducive to long-run economic growth and structural
transformation. The Central Bank has the dual responsiblity

for:

1. ensuring that adequate financial resources
are provided to meet the desired developmental

goals; and
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2. overseeing the efficient allocation of these
resources among the various resource-~competing

sectors.

The bank usually fulfills the first role by providing
or helping to provide credit to the public and private
sectors, in a way that ensures a sustainable econanic
growth. Various regulatory instruments at the disposal of
the bank provide the medium through which the second

responsiblity is discharged.

In this paper we focu; on the main issues that, in our
view, directly affect central banks' role in economic
development. The paper discusses central banking in
Africa within the above framework fram four perspectives
namely: public and private sector finance, domestic savings
promotions, policies to regulate the financial infrastruc-
ture and balance of payments management. This discussion

is, however, preceded by short background notes on the

economies of the four reference countries.

Analysis of Data

3.1 overview of Reference Countries

The Ghanaian economy registered an annual growth

rate of minus 0.2% in real output in the period 1971-81.
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Despite an accelerated industrial programme

initiated in the early sixties, the porportion of
industrial production in overall current output rose
marginally to about 19% in 1981 from 17.8% in 1971. 1In
1971 the agricultural sector contributed 45.3% in current
output; the sector accounted for about 60% of output in
1981. The service sector suffered a marked decline. Its
share in output fell from about 38% in 1981 to 28% in
1981. Over the period the rate of inflation averated
50.2%, increasing from just under 10% in 1971 to an

estimated 116% in 1981.

The Ivory Coast recorded an impressive annual growth
rate of 6.8% in real output in the period 1971-81.
This followed an equally remarkable average growth
rate of about 8% between 1960 to 1970. Though
predominantly egricultural economy, the rapid expansion
of industrial output began in the early 1960's caused a
noticable shift in the structure of production by 1981.
The proportion of agricultural output in gross domestic
product in current prices 'dropped from an estimated 43%
in 1961 to about 27% in 1981. The share of the
industrial sector, on the other hand, increased from
about 19% in 1961 to over 30% in 1981. The rate of

inflation averaged 13.1% between 1971 and 1981.

Kenya also achieved relatively high average annual

real growth rate of 5.4% in the reference period. On the
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average, real income growth was fairly balanced as the
three main sectors - agriculture, industry and services-
maintained their relative shares in the period 1973-8l.
The porportion of agricultural output in GDP (in current
prices) decreased from about 51% in 1973 to 32% in 1981.
The contribution of industry to total output was about
34% in 1981, compared to about 30% in 1973. The rate of

inflation averaged about 12,.8% over the period.

Nigeria recorded a remarkably rapid economic growth
in the period under review. An average annual real growth
rate about 7.1% was achieved. The petroleum industry
played a major role in the economy in the period. The
proportion of agriculture in GDP (in current prices)
declined sharply from 43.4% in 1971 to 23% in 1981. On
the other hand, the share of industrial production in GDP
increased from 29.2% to 43% over the same period. The
service sector also had its relative share in output
increased slightly to 34% in 1981, compared to 27.4% in
1971. The average rate of inflation was estimated at

about 13% over the period.

3.2. Assessing the role of the Central Banks

(a) Financing the Public and Private Sectors

The provision of financial resources in the public

sector is one function that virtually any central bank in
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in Africa performs adequately. Indeed, a great deal of
the inflationary and balance of payments problems facing
many of these countries have their origin in the over-
accommodation by central banks of government and other
public.sector credit needs to meet large fiscal
deficits. 1In the area of providing resources to the
private sector, however, not much has been achieved.
This stems partly from the fact that, in most of these
countries, the private sectors are dominated by small-
scale peasant farmers with little or no links to the
commercial banks through which the central banks would

normally direct funds.

The economies of the four countries operate under
varying proportions of public/private sector mix. In
Ghana, the average size of government as judged by the
share of total government expenditure in GDP actually
fell from about 21:6% in 1971 to 11.6% in 1980 (See
Table 2). Yet the share of domestic credit to the
Central Government rose to 68.8% of the total credit
available in 1981 compared to 39.3% in 1971. This
represents an average annual share of 58.4% of total
credit in the period. 1Indeed the average figure for
the whole public sector is 78.8%. This leaves an
average of 21.2% to finance the private sector. The

bulk of the credit was provided by the Bank of Ghana
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because the porportion of commercial bank credit in
total credit averaged about 29% between 1970 and 1973

{Table 3).

The Ivory Coast provides an interesting contrast
to the extreme private sector underfinancing experienced
in Ghana., For the two years (1979-80) for which data is
available, the size of govermnment averaged 33%., Yet, for
those years, the public sector accounted for only 2.4% of
domestic credit, The bulk of the available credit was used

to finance private sector projectsl

Between the two polar cases of public and private
sector financifhg fall the other two reference countries.
In Kenya, the size of Government rose from 19.4% in 1971 to
about 30% in 1981. The public sector accocunted for between
12,4% to 6.2% of the overall domestic credit over the same
period. The private sector therefore, had an average of
about 75% of the total credit available to finance its
activities. The commercial banks provided over 77%
of total domestic credit. (Table 3b). 1In Nigeria the
publjc sector obtained a yearly average of about
37% of total domestic credit in the period 1972 to
1980. Over the same period the size of the public

sector averaged 27,5%.
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What emerges from the analysis is that while
the public sectors, in the majority of cases, have been
adequately financed in relation to their sizes in the
economy, private sector financing has varied among the
four countries. Of the four countries Ghana presents
the oply clear case where burgeoning government fiscal
deficits financed through additional money creation by
the central bank seem to have put pressure on the rate
oflprice inflation. According to table 4a, domestic
resources, on the average, financed about 89% of
the fiscal deficits in the decade ending in 1880. This
campares with about 56.7% (1971-81) for Kenya and about

30.1% for the Ivory Coast.?

Secondly, credit from the central bank financed
an average of about 51% of the deficits in Ghana. The

reliance on new money creation by the central bank to

finance the fiscal deficits, as expected, accelerated the
growth of domestic credit which put pressure on the rate of

inflation3 (See Table 5). Ghana's inflation rate averaged

50.2% (1971-81), compared to 13.1% for the Ivory Coast,

12.8% for Xenya and 13% for Nigeria, over the same period.

To ease the pressure on damestic resources in financing
government deficits, it is important to raise the

proportion financed by foreign sBources. To encourage

foreign funding of projects, there is the need to have in

place, in elther the central bank or the Ministry of
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Finance, a group of techniclans whose primary purpose \
is to identify and prepare timely feasibility plans for

public sector projects.

(b} Promoting Domestic Savings

In the absence of a continuous and substantial
foreign capital inflows, it is generally accepted that
a rapid and sustainable growth in national income can
only be ensured if a significant portion of
domestic output is mobilised and invested. The chief
responsibility for technical success of a country's
savings mobilisation drive rests with the Central Bank,
From the information in Table 6, one cannot say with
firm conviction that the banks in the four referencé
countries were successful in promoting domestic
savings4 in the review period. .As a percent of GDP,
the sum of savings and time deposits in Ghana declined
from 6.1% in 1971 to 3.4% in 1981. The ratio averaged
7.1% in the Ivory Coast over the same period. The
situation was a little better in Kenya and in.Nigeria
where the savings ratios averaged 10.3% and 8.2%,

respectively.

The relatively low savings ratios are not due

to a lack of policies on the part of the central banks.
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We use information on deposit rate movements in Ghana
and Nigeria to examine how responsive savings and time
deposits have been to changes in deposit rates. 1In
August 1971, interest rates in Ghana were raised mainly
with a view to mobilising an increased proportion of
domestic savings within the banking system (IMF, 1975
p. 167). At 7.5% the rate on three-month time deposits
was half a percentage point below the rediscount rate.
Two years later the rediscount rate was reduced by two
percentage points. The rate on three-month time
deposits moved down by a slightly higher margin to
about 5,1%. The discount rate and, by implication,

the deposit rates, were subsequently raised in 1975,

1978 and in 1981.

In the two years prior to the rate increase in
1971, savings and time deposits grew at an annual
average rate of 14.3%. In 1971 and 1972, they grew
respectively at 26.7% and 33.5%. In 1873 when interest
rates were reduced the growth rates declined to 12.0%.
The next significant growth (54.3%) coincided with
the sharp increase in rates in 1978. One could
conclude with some justification that the underlying
growth rates of savings and time deposits were
responsive to the general movements in interest rates,
despite the latter being usually below the rate of

inflation.
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Effective March 1970, the Central Bank of Nigeria
linked the maximum and minimum rates that banks charged
on loans and paid on deposits to the rediscount rate
(IMF, 1975 p. 347). The Bank's minimum and maximum
deposit rates were set at 1.5 percentage points below
and 1.5 percentage points above the minimum rediscount
rate respectively5. In the case of Nigeria, the
underlying growth rates of savings and time deposits
were not generally responsive to changes in interest

ratesb.

While lack of adeguate policies could be part
of the reasons for the low savings ratios in the
reference countries, the principal cause may be
attributable to institutional factors. In these
countries, as in many other African countries,
household savings are largely in the form of physical
assets like livestock, inventories of crops and real
assets. Moreover, commercial banks and other non-bank
financial intermediaries are concentrated in the urban
areas. Only a small portion of household savings is,
as such, in the form of financial assets. The usual
interest rate policies for influencing domestic savings
therefore, need to be supplemented with other measures.
There is the need to bring deposit taking institutions
to the majority of the people. Financial institutions

such as credit unions and rural banks’ that offer
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attractive alternatives to savings in real assets and

hoarding of cash should be encouraged.

(c) Regulating the Financial Infrastructure

Amid widespread market imperfections in many
African countries, the market mechanism cannot
be relied upon to allocate financial resources
efficiently. The Central Bank therefore has a major
_responsibility to ensure that any quantity of financial

resources mobilised in the private sector, is allocated

to the most productive sectors.

By the end of 1970, the Central Banks of the
four countries, were legally empowerd to control credit
expansion by commercial banks, to oblige banks to hold
certain amounts of government paper8 and to channel
private sector credit to directly productive
activities? | Table 5 gives the rates of growth of
credit in the various economies. A comparison of the
average credit growth rates of nominal GDP over the
period 1971 to 1981 does not give any indication that
the authorities were successful in co-ordinating credit
growth to the overall growth of output in the

economieslO,

The measures adopted to direct financial

resources to the productive or priority sector
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were, however,. generally successful, according to the
available data. In Kenya, where information on
commercial bank credit allocation was available for the
entire review period, the production sectorll obtained
46,1% of total commercial bank credit in 1981, compared
to 35.5% in 1971, General commercel? on the other
hand, had its share decline from 32.0% in 1971 to 19.4%
in 1981, The proportion going into services increased
from 32.5% in 1971 to 34.5% in 1981 (See Table 3), 1In
Ghana, the production sector received 49.8% of
commercial bank credit in 1973, compared to 40.4% in
1968. The gain was, however, at the expense of
services, whose share decreased from 30.9% in 1968 to
18.9% in 1973. On the other hand, general commerce
accounted for 31.3% of outstanding commercial bank

credit in 1973, compared with 28.7% in 1968.

The Central Bank of Nigeria issued stipulated
credit guidelines for commercial banks periodically.
For the years 1972 to 1974, the guidelines envisaged
45% of commercial bank credit for the production
sector; 32% for general commerce and 23% for services.
These guidelines were revised in 1975, 1976 and 1978,
Although there were minor discrepancies from the
targeted ratios over the years, one can deduce from
table 3 that by 1981, the import of the credit

guidelines had been achieved.
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In General, commercial banks in Ghana financed
an average of about 7.1%-0f current GDP {1868 - 73)
and 20.3% in Kenya {1971 - 81). 1In Nigeria, the ratio
rose from 8% in 1972 to 20.1% in 198Bl1. These ratios
are relatively low when compared to other developing
countries3. The reason for the low ratios is
attributable, in part, to comercial banks' general
preference for financing purely commercial and export
industries. The more important reason, however, lies
in the fact that a large portion of private sector
investment in these countries is in small-scale and
rural enterprises. Commercial banks are generally
unwilling or unable to lend to such-small enterprises
because of high risk of default, Such businesses are
therfore mainly financed by own savings, borrowing from
relatives and private money lenders., The existence of
this relatively large out-of-system financing mechanism
imposes some constraints on the effectiveness of

central banks credit control policies.

Commercial bank lending to small scale
enterprises may be encouraged if central banks could
provide credit guarantees and legal safeguards that

would reduce the cost of defaultlé.

Also, it is important that central banks support their
credit guidelines to the commercial banks with rediscount

facilities in order to supplement the latter's resources.

132

These facilities could then be geared towards priority areas
and especially towards small scale enterprises, by offering

preferential interest rates.

{d4) Balance of Payments Management

Closely linked to the central bank's allocative
responsibility is its role as manager of the country's external
resources, The bank must ensure that priority in the use of the
available foreign exchange is given to those activities where
the use of additional foreign resource would give the maximum

contribution to the process of economic development.

In the area of foreign exchange mariagement, many central
banks in Africa face formidable problems. The economies are
dominated by a limited range of exports, mostly agricultural
crops. Foreign exchange reserxves are therefore available in
only limited amonts. Moreover, the wide price fluctuations
associated with agricultural export crops render export earnings
unstable. On the other hand, the developmental needs of the
countries call for a steady stream of imports. 1In such
circumstances the central bank's function of managing foreign
exchange reserves acguires a new dimension - that of
rationing inadequate and unstable foreign reserves in accordance
with perceived national prioritieg. As often happens, the banks
have had to contend with curxent account deficits on the balance

of payments. To finance these deficits many of the
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countries have had to resort to heavy foreign borrowing at
the cost of high debt service payments which impose severe

burdens on their economic development,

The balance of payments accounts of the four countries
are reported in Table 7. Of these countries, Kenya and
Ivory Coast provide examples of econocries that have covered
persistent current account deficits with canpensating
capital inflows. With foreign reserves more often in
deficits, these countries have had to borrow extensively to
finance current payments imbalances. 1In the Ivory Coast the
ratio of disbursed public and publicly guaranteed debt as a
percent of GNP rose from 24% in 1971 to 53.1% in 1981.

Concomitantly, external debt service payments consumed
7.7% of total export earnings in 1971; by 1981, the ratio
had jumped to 22.7%. Disbursed debt as a ratio of GNP in
Kenya is also estimated at 34.8% in 1981, compared to 19.1%

in 1971. «Xenya's debt service ratio also moved from 5.4% in

1971 to 16.0% in 198].

As long as borrowed reserves are invested in

productive ventures, as is perhaps the case in the Ivory
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Coast and Kenya, the benefits are likely to outweigh the
costs in the long-term. However, i; is important that
foreign borrowings are planned and monitoreé carefully‘to
avoid using a disproportionate share of available investment

resources to service external debt at any point in time.

Developments in the petroleum sector increasingly
dominated the evolution of Nigeria's balance of payments in
the period 1371 to 1981. Since independence in 1960, Nigeria
has consistenly run current account deficits (IMF (1975)

p. 357). The sharp reversal of this trend in 1974 was, in
large part, due to the 'contribution of the petroleum'sector.
Even then, there have been wide swings from surpluses into
deficits and vice versa between 1974 and 1981. The improved
showing on the current account largely obviated the need to
resort to foreign borrowing for balance of payments support.
External public and publicly quaranteed debt averaged about
4.5% of GNP over the review period. The average annual debt

service ratio over the period was 2.5%.

Ghana, on the average, achieved a surplus on her visible
trade aecount over the period considered. This was,
however, achieved as a result of strict guantitative
controls over imports, resulting in a sharp decline in imports
by 1981. For indgtance, the import level in 1971 was
only just about th;t in 1974. When one takes into

consideration the ;ising price of imports, real imports in
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1981 represents a sharp reduction beleow their value in
1974. The implications for real econamic growth is clear.
Despite consistent positive trade balance, the country, on
the average, incurred a deficit on her current account
position. At the same time, Ghana was unable or unwilling
to attract adequate surpluses on her capital account to
cushion reserve losses. External public and publicly
guaranteed debt as a proportion of GNP was four per cent in
1981, compared with 2.3% in 1971. 1In the same time span,

the external debt service ratio averaged just over five

percent,

Summary and Conclusions

In this paper, we have been primarly concerned with
discussing some of the structural and instituticnal
characteristics which need to be overcome if central banks

in Africa are to succeed in their roles as promoters and

regulators of integrated financial systems. Information on

four countries has been offered to support the analysis,
In assessing the four African central banks the objective
has not been an evaluation of their success at utilising
the traditional monetary policy tools for external
stability. Rather, the emphasis has been on what needs to
be done to create the right financial environment and

conditions conducive to the use of the available policy
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tools. In this light, we suggest that while it is
important for resources to be channelled into the
productive or priority sectors of the economy, it is
equally important to ensure an appropriate balance in the
financing of the public and private sectors. We see the
need for measures to redirect central banks from financing
purely commercial and export industries and to encourage
them to finance small-scale rural and indigenous projects.
To that extent, there is the need for credit insurance and
guarantee facilities to minimise the high risk of default
associated with loans to such small-scale enterprises.
Also, commercial banks' resources have to be supplemented
periodically with rediscounting facilities tailored mainly
to the financing of such rural enterprises. To encourage
the saving habit among as wide a cross section of the
population as possible, we see the need for new financial
institutionsto be set up especially in the rural areas to
offer attractive alternatives to savings in real assets and

the hoarding of cash.

These suggestions are by no means exhaustive, We
offer them in the hope that they may be supplemented with
more specific measures to make them operationally viable.
For instance, one cannot over-emphasise the importance for

on-going research and data collection on all aspects of the
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Table 1

Structure of Production
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Average Anmual Growth Rate Distribution of Gross Domestic Product (Percent)
of Real Output (Percent)
Agriculture Industry Services
(1571 - 81)8 1971b | 1981€ 1970 J1ss1c | 197mP [10mc

Ghana 0.2 45.3 60.0 17.8 19.0 37.9 2,0
Ivory Coast 6.8 21.0 30.0 50.0
Kenya 5.4 31.31 3200 30.00 330 46.21 470
Nigeria 7.1 43,4 23.0 2.2 43.0 7.4 40.0
Note 1l: Figures are for 1373
Sources: a. IMF, International Financial Statistics

b, {1971) IMF, Surveys of African Economies, Volume 2 (1973)
ard Volume 6 (1975)
c. (1981) World Bark, World Develcpment Report (1982) Table 2
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Table 2

The Proportion of Government Dtgrdihrre in Curren ;
t
Dystribution Domestic Credit (Percent 'Ibtm 2

f 171 , 1972 ' 1973 I 1974 } 1875 | 1976 ' 1977 ] 1978 l 1979 l 1980 ‘ 198
2(a) Ghana
Gov't ndi
sti(pzm;ime/cw (¥ 21.6 2.9 17.0 20.3 2.6 27,9 20,0 157 15.6 11.6
Gwnmee . 128‘2 122.2 122.3 100,0 100.0 100.0 100.0 100.¢ 100.0 100.0¢ 100.0
Public Entities 160 2 24 70 b ls Be mL w2 87 s
Private Sector 4.3 365 B0 264 236 19.0 168 127 o7 e 2;'3
2(b) Ivory Coast - —
Gov't Expenditure/GDE (%) ) 327 335
Demestic Credit 100.0  100.0 100,0 100.0 100.0 100.0 100.0 100.0 100,0 100.0 100.0
Goverrment -15.7  ~7.3 5.8 17,7 -8.8  -5.3 -13.9 -I7.B -16.8 6.5 6.2
;:urt_rnc Entities 0.0 0.0 0.0 0.0 0.0 0.8 0.8 0.9 2.6 2.7 2.1
ivate Sector 115.7  107.3  115.8. 117.7 108.8 104,5 113.1 116.9 114.2 103.8 1.7
.2(c) Kenya -
Gov't Bxperditure/GDP (%) 9.4 2.1 19,8 1.4 239 227 8.5, 24.4 /.5 26.3  30.0
Domestic Credit 100.0  100.0 100.0 100.0 100.0 100.0 100.0 .100.0 100.0
. . . . . . .0 100, 100.0  100.0
Govermment 53 1.5 12.4 18,7 2.5 25.4 19,4 25.6  25.4 :
Publ ¢ 26.4  34.5
blic Entities 7.1 7.0 6.2 4.5 4,7 2.9 2.8 1.7 1.7 2.2 1.7
Private "Sector 87.6 8l.5 6l.4 768 67.8 7.7 TLE 2.7 2.9 .4  63.8
2(d) Nigeria
Gov't Expenditure/GDP (%) l14.8  18.2 16,0 30.3 2.8 31.4 30.3 350  40.5
Domestic Credit 100.0  100.0 100,0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Government 48,4 42,0  40.4 0.0 -55.5 18.5 40.0 45.1 38.6 34.0 43.1
Public Entities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Private Sector 51.6 57.%  59.6 100.0 155.5 @1.5 60.0 54.9 6.4 66.0 56.9
Sources: IMF, International Financial Statistics
IMF, Govermment Pinance Statistics
Table 3
Sectoral Distribution of Oowercial' Bark Credit
Bercent of Total
1968 1869 1970 | 1871 1 1972 l.mn | | }
3(a) Ghanal
Sector
Product Jon 40.4 49.6 46.5 9,9 51.3 49.8
General Cammerce 2.7 20,8 2,9 2,6 2.4 31.3
Sexvices & Miec, 30,9 2.6 24.6 20,5 2003 18.9
Comm, Bank Credit/Total Credit (%) 14,7 19.8 23.7 30,9 31,6 30.6
Comm, Bark Credit/GDP (%) 4.7 5.7 6.3 9.1 9.3 7.4
l 1971 I 1972 1973 l 1574 | 1975 | 1976 I 1977 l 1976 i 1979 ‘ 1980 [ 1981
3(b) Kenya?
Sector
Preduction 35,5 35,8 33.3 7.7 8.3 38.3 36.8 40.6 43.7 43.7 46.1
General Commerce 32,0 21.9 25.2 28.3 23.2 21.4 21.1 21.2 18.9 18.5 19.4
Sexvices & Miec. 32,5 36, 41.5 3¢.0 8.5 40,3 42,1 8,2 37.4 36,8 34.5
Comm, Bark Credit/Total Credit (%) 95,1 80,4 83.7 83.8 73.0 n.1 78,1 73.8 74,1 75.3 64.0
Comm. Bank Credit/GDP (%) 8.7 16.8 19.3 20.5 1.6 8.2 19.4 22.5 23.4 23.2 21.7
3{c) Nigeriad
Sector .
Preduction (Preseribed) 45,0 45.0 45.0 48,0 48.0 50,0
(Actual) 32.0 32,0 32,0 32.0  30.0 2,0
General Commerce (Prescribed) 38,1 3.2 43.6 44,2 521 9.1
(Actval) 23,0 23,0 23,0 20,0 220 22.0
Services & Misc, (Prescribed) 35.7 34.4 30,0 30.4  25.1 18.1
(Actual ) 26.2 77.4 26.4 25.4  22.8 22.8
Comm, Bank Credit/Total Credit (%) 47.4 50.9 54.5
Comm, Bank Credit/GDP () 8.0 8.1 8.1 8.0 8.1 20.1

Sources:

1. IMF, Swveys of African Econcmies, Vol. 6, Page 157, Table 23
2. Central Bank of Kenya, Bconamic ard Financial Review, Jan, - March 1982; Table 1.6.2
3, 1972-78 Central Bank of Nigeria, “Twenty Years of Central Banking ;.n Nigeria," 1973, Table 5-5

" 1981 Central Bank of Nigeria, Monthly Report, January 1983, Table
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Lovernment rinance >ray i8Tics
A — e 2L ABTACS

j BA{ B2 ¥B| WK { 87 [ 1% ¥77| bW 19791 B | ®a
4(a) Ghana ‘
Teal Rwne Rvens PLs Grats  Cadis 407 489 450 630 B7WE  wM4 4,12 L] 2,6000 2,%9.9
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Table 5
Annual Growth Rates of Major Variables
(Percent)
1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981
5(a) Ghana
Fiscal Deficit T7.2 121.9 -23.4 96.1 T1.8 76.6 14.4 79.5 =541 0.5
Lomestic Deficit 22.7 12.5 1.8 48.7 27.4 52.0 58.4 67.7 14.8 2.2 63.1
Money Supply 5.0 44,1 21.9 23.7 44.6 41.7 67.5 72.4 13.4 30.0 54,7
Consumer Price Index 9.6 10.1 17.7 18.1 29.9 56.1 116.4 73.1 54.5 50.0 116.5
Qurrent GDP 10.1 12.6 24.4 3.1 13.4 235  71.1 88.0 34.2 45.5 87.0
5(b) Ivory Qoast
Dawestic Credit 24.3 28.8 22.2 36.8 29.8 38.5 42.9 11.2 14.7 23.2 231.8
Money Supnly 10.2 12.0 14.3 38.0 10.5 44.6 47.3 8.5 4.4 1.1 6.3
Consumer Price Index -1.6 0.3 11.2 17.2 11.5 12.1 77.4 13.0 16.6 14.6 . 8.9
Current GDP 6.0 7.3 20.0 30.5 12.9 33.5 38.2 15.8 9.1 15.4 29.5
5(c) Kerya
Fiscal Deficit -10.9  133.4 -11.0 -19.8 125.6 _ 23.7 -34.5 -l4.6 176.8  -53.5 247.3
Domestic Credit 35.1 19.4 27.9 2.7 29.2 16.5 23.8 35.8 14.2 13.1 26.9
Money Supply 7.4 17.0 27.5 4.0 13.0 25.0 48.5 10.4 14.4 ~6.9 12.2
Consumer Price Index 3.7 6.0 9.2 18.0 19.0 11.4 14.9 16.9 8.0 13.8 11.8
Qurrent. GDP 11.7 12.5 16 .0 21.4 17.2 21.9 77.9 10.7 10.4 15.9 15.4
5(d) Nigeria
Fiscal Deficit 115.1 30.2 14.1 9.9  -82.7 247.3
Domestic Credit -1.8 13.7 9.8  ~40.0 157.3 94.1 30.2 45.2 1.9 52.1
Money Supply 4.2 11.5 23.9 51.1 85.5 44.6 38.1 1.7 16.5 48:.3 8.0
Consumer Price Irdex 6.6 2.6 5.7 25.3 20.0 24,3 19.3 18.7 11.1 11.4 20.8‘
Current GI® 26.3 8.5 16.9 88.4 20.3 24,7 10.1 2.6 39.0 8.4 0.4
Sources: IMF, International Financial Statistics
IMF, Goverrment Finance Statistics
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Frroes ard Qnissions :<] 7 ~48 7L -42 45 ~-50 ~100 -2,513 -2,043 ~134
Eelarce for OFficial Firercing 159 -60 a0 4,8%9 w7 -39 -BR  ~2,120 3,199 4,343 4,657
Fe=proe Movemerts
(HDcrewen/-Trerenen) -206 45 ~06  ~5,050 % &«5 98 2,343 -3,663 -4, 687 6,30

Table 6

Interest Rates ard Domestic Savings
In Percent at End Period

1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981
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6(2) Ghanal
Savings Deg_:cait Rate 7.5 7.5 5.1 7.8 7.6 7.6 7.6 12.1 12.1 12.1 18.3
3 Months Time Deposit Rate 7.5 7.5 5.0 5.0 7.5 7.5 745 12.0 12.0 12.0 8.0
Grewth Rate of Savings and

Time Deposits 26,7 33.54 12.0 33.9 22.7 25.6 37.4 54.3 25.6 47.6 40.4
Savings and Time Deposits/GDP 6.1 7.3 6.6 6.6 7.1 7.3 5.8 9.4 4.5 4.5 3.4
6(b) Ivory Coast?
Growth Rate of Savings and

Time Deposits 10.0 ~21.7 42,9 9.2 7.2 38.0 56.9 17.2. =-21.3 8.1 25.1
Savings and Time Deposits/GDP 6.1 4.4 5.5 8.3 79 8.2 9.3 9.4 6.8 6.4 6.1
6(c) Kenya3
Growth Rate of Savings and

Time Deposits 7.9 7.1 18.1 20.7 26.1 22.3 43.4 20.9 19.5 9.6 15.1
Savirgs and Time Deposit/GDP 9.1 8.8 8.9 B.9 9.5 9.6 10.7 11.7 12.7 11.9 11.9
6{d) Nigeria4
(Min-Max) Depcsit Rate
Growth Rate of Savings and 3.0-6.0 3.0-6.0 3.0-6.0 3.0-6.0 4.0-5.0 4.0-5.0 3.0-5.0 4.0-5.5 4.0-5.5 4.5~7.5 4.57.5

Time Peposits 10.4 22.8 27.4 67.2 61.6 25.9 13.9 15.4 42.3 39.5 12.3
Savings and Time Deposit/GDP 5.2 5.9 6.5 5.7 7.7 7.8 8.0 9.1 9.3 11.9 13.3

Sources: 1. IMF, Intemational Financial Statistics, and the World Bank, Ghana:
Policies- and Program for zdjustment
Volure 2, Octover 1983, Table b.13, Fage 231
2 & 3. IMF, International Financial Statistics
4. IMF, International Financial Statistice and
Central Bank of Nigeria, Twenty years of Central Banking in Nigeria,
1979, Page 123
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Notes

This apparent peculiar situation arises from the fact that
between 1971 and 1981 the Ivory Coast budget deficits were
mainly financed by funds from gxternal sources.

Nigeria, on the average, financed about 93.3% (1972-78) of
government fiscal deficits from domestic sources. However,
oil tax revenue was the main source of. financing and so
there was not much pressure on the central bank for finance.

Information on the proportion of government fiscal deficits
financed by central bank accommodation was not available for
Ivory Coast, Kenya and Nigeria.

Our discussion concerns voluntary savings as opposed to
forced savings in an economy.

The minimum and maximum deposit rates shown in table 6(d)
were calculated on this basis.

The fact that interest rates in real terms were negative
could be a factor for the relative lack of response. That
interest rate adjustments were generally of the order of
single percentage points could also be an important reason.

The Bank of Ghana has helped to establish rural banks in
some parts of the country since the mid-seventies. We are,
however, unable to evaluate the operations of these banks
for lack of data.

The case is slightly different with the Ivory Coast which
operates under supranational central bank, the Banque
Centrale des Etats de L'Afrique de 1'Quest (BCEAO).
Commercial banks in the Ivory Coast hold deposits with the
BCEAO but do not face specific reserve requirements. The
BCEAO!s authority to refinance up to 35% of a commercial
banks' total credit and its discretion over the interest
rates charged have been the main instruments used to ensure
that national credit targets are achieved. Preferential
interest rates are available for lending to agriculture,
small scale construction and small to medium~sized locally
owned business. Of late these measures have been
augumented by direct ceilings on commercial bank lending
(See Collyns [1983] p. 14).

See IMF, Surveys of African Economies, Volume 2 ({1973]) and
Volume 6 {1975}).
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10.

11.

12.

13.

14.

While Ghana seems to be the only exceptign, the problem

there lies

not so much in the overall credit growth but

with the disproportionate share that went to the public

sector.

We define the production sector to include agriculture,
manufacturing, mining, quarrying and building and
construction. .

General commerce includes imports, exports and domestic

_trade.

- For instance the ratio of commercial pank credit in current

GDP. has averaged over 35% in Barbados for the period

'1971 =, Bl,
Indeed the
scheme for
scheme the
‘two thirds

Bank of Ghana in 1973 operated a gquarantee

small borrowers (IMF [1975] p. 167) Under the

Bank insured the commercial banks' risks up to
and sometimes up to 100 percent of total credit

gxtended to small Ghanaian enterprises. We are, however,
inable to evaluate the effectiveness of the scheme because

5f lack of

data.
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