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The Worldmark Encyclopedia of National Economies
joins the Worldmark family of encyclopedias and attempts
to provide comprehensive overviews of the economic
structure and current climate of 198 countries and terri-
tories. Each signed entry provides key data and analysis
on a country’s economic conditions, their relationship to
social and political trends, and their impact on the lives
of the country’s inhabitants. The goal of this set is to use
plain language to offer intelligent, consistent analysis of
every important economy in the world.

It is our sincere hope that this set will open the
reader’s mind to the fascinating world of international
economics. Contained within this collection are a number
of fascinating stories: of Eastern European nations strug-
gling to adapt to capitalist economic systems in the wake
of the collapse of communism; of Pacific Island nations
threatened with annihilation by the slow and steady rise
of ocean levels; of Asian nations channeling the vast pro-
ductivity of their people into diversified economies; of the
emerging power of the European Union, which dominates
economic life across Europe; of Middle Eastern nations
planning for the disappearance of their primary engine of
economic growth, oil; and many others. To make all this
information both accessible and comparable, each entry
presents information in the same format, allowing read-
ers to easily compare, for example, the balance of trade
between Singapore and Hong Kong, or the political sys-
tems of North and South Korea. Economics has a lan-
guage of its own, and we have highlighted those eco-
nomic terms that may not be familiar to a general reader
and provided definitions in a glossary. Other terms that
are specific to a particular country but are not economic
in nature are defined within parentheses in the text.

This set contains entries on every sovereign nation
in the world, as well as separate entries on large territo-
ries of countries, including: French Guiana, Martinique,
and Guadeloupe; Macau; Puerto Rico; and Taiwan. The
larger dependencies of other countries are highlighted
within the mother country’s entry. For example, the en-
try on Denmark includes a discussion of Greenland, the
United Kingdom includes information on many of its
Crown territories, and the United States entry highlights
the economic conditions in some of its larger territories.
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PREFACE

ENTRY OBJECTIVES

Each entry has two objectives: one, to offer a clear
picture of the economic conditions in a particular coun-
try, and two, to provide statistical information that allows
for comparison between countries. To offer comparable
information, we have used some common sources for the
tables and graphs as well as for individual sections. Even
the most exhaustive sources do not provide information
for every country, however, and thus some entries either
have no data available in certain areas or contain data
that was obtained from an alternate source. In all entries,
we tried to provide the most current data available at the
time. Because collection and evaluation methods differ
among international data gathering agencies such as the
World Bank, United Nations, and International Monetary
Fund, as well as between these agencies and the many
government data collection agencies located in each
country, entries sometimes provide two or more sources
of information. Consequently, the text of an entry may
contain more recent information from a different source
than is provided in a table or graph, though the table or
graph provides information that allows the easiest com-
parison to other entries.

No one source could provide all the information de-
sired for this set, so some sources were substituted when
the main source lacked information for specific countries.
The main sources used included: the World Factbook
2000 and 2001, which provided the common information
on the countries’ gross domestic product (GDP) at pur-
chasing power parity, the division of labor, balance of
trade, chief imports, chief exports, and population, un-
less otherwise noted in the text; the World Bank’s World
Development Indicators, which was a valued source for
information about the infrastructure and consumption
patterns of many countries; the Human Development Re-
port, from the United Nations, which provided GDP per
capita information on many countries; and the Interna-
tional Monetary Fund’s International Financial Statistics
Yearbook, which provided historical records of trade bal-
ances for most countries. Each entry also contains a bib-
liography that lists additional sources that are specific to
that entry.

vii



Preface

ENTRY ORGANIZATION

All entries are organized under 16 specific headings
to make it easy to find needed information quickly and
to compare the conditions in several different countries
easily. (The sole exception is the entry on the Vatican,
whose unique features necessitated the removal of sev-
eral sections.) The sections are as follows:

COUNTRY OVERVIEW. This section includes information
about the size of all land surfaces, describing coastlines
and international boundaries. It also highlights significant
geographical features in the country and the location of
the capital. The size of the country is compared to a U.S.
state or, for smaller countries, to Washington, D.C. Also
included is information on the total population, as well as
other important demographic data concerning ethnicity,
religion, age, and urbanization. Where relevant, this sec-
tion also includes information about internal conflicts, ma-
jor health problems, or significant population policies.

OVERVIEW OF ECONOMY. This overview is meant to
provide an analysis of the country’s overall economic
conditions, mentioning those elements that are deemed
most important to an understanding of the country. It pro-
vides context for the reader to understand the more spe-
cific information available in the other sections.

POLITICS, GOVERNMENT, AND TAXATION. This sec-
tion identifies the structure of the government and dis-
cusses the role the government, political parties, and taxes
play in the economy.

INFRASTRUCTURE, POWER, AND COMMUNICATIONS.
This section offers a description of the roads, railways,
harbors, and telecommunications available in the coun-
try, assesses the modernity of the systems, and provides
information about the country’s plans for improvements.

ECONOMIC SECTORS. This section serves as an overview
for the three more specific sections that follow, provid-
ing a general description of the balance between the coun-
try’s different economic sectors.

AGRICULTURE. This section discusses the agriculture,
fishing, and forestry sectors of the country.

INDUSTRY. This section discusses the industrial sector
of the country, including specific information on min-
ing, manufacturing, and other major industries, where
appropriate.

SERVICES. This section concentrates on major compo-
nents of the diverse services sector, usually focusing on
the tourism and banking or financial sectors and some-
times including descriptions of the retail sector.

INTERNATIONAL TRADE. This section focuses on the
country’s patterns of trade, including the commodities
traded and the historical trading partners.

viii

MONEY. This section offers a brief description of the
changes in inflation and the exchange rates in the coun-
try, and the impact those may have had on the economy.
It also mentions any recent changes in the currency and
the nature and impact of the central banking function.

POVERTY AND WEALTH. This section paints a picture of
the distribution of wealth within the country, often com-
paring life in the country with that in other countries in
the region. It includes governmental efforts to redistrib-
ute wealth or to deal with pressing issues of poverty.

WORKING CONDITIONS. This section describes the
workforce, its ability to unionize, and the effectiveness
of unions within the country. It also often includes in-
formation on wages, significant changes in the workforce
over time, and the existence of protections for workers.

COUNTRY HISTORY AND ECONOMIC DEVELOPMENT.
This section provides a timeline of events that shaped the
country and its economy. The selected events create a
more cohesive picture of the nation than could be de-
scribed in the entries because of their bias toward more
current information.

FUTURE TRENDS. To provide readers with a view to the
future, the entry ends with an analysis of how the eco-
nomic conditions in the country are expected to change
in the near future. It also highlights any significant chal-
lenges the country may face.

DEPENDENCIES. This section discusses any major terri-
tories or colonies and their economies.

BIBLIOGRAPHY. The bibliography at the end of the en-
try lists the sources used to compile the information in
the entry and also includes other materials that may be
of interest to readers wanting more information about the
particular country. Although specific online sources are
cited, many such sources are updated annually and should
be expected to change.

In addition, a data box at the beginning of each en-
try offers helpful economic “quick facts” such as the
country’s capital, monetary unit, chief exports and im-
ports, gross domestic product (GDP), and the balance of
trade. The U.S. Central Intelligence Agency’s World
Factbook (2000 and 2001) was the main source of this
information unless otherwise noted. Each entry also in-
cludes a map that illustrates the location of the country.
Since economic conditions are often affected by geogra-
phy, the map allows readers to see the location of major
cities and landmarks. The map also names bordering
countries to offer readers a visual aid to understand re-
gional conflicts and trading routes.
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COMMENTS

We encourage you to contact us with any comments
or suggestions you may have that will benefit future edi-
tions of this set. We want this set to be a meaningful ad-
dition to your search for information about the world.
Please send your comments and suggestions to: The Ed-
itors, Worldmark Encyclopedia of National Economies,
The Gale Group, 27500 Drake Road, Farmington Hills,
MI 48331. Or, call toll free at 1-800-877-4253.

—Sara Pendergast and Tom Pendergast
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INTRODUCTION

THE POWER OF ECONOMIC
UNDERSTANDING

The economies of the world are becoming increas-
ingly interconnected and interdependent, a fact dramati-
cally illustrated on 2 July 1997 when the Thai govern-
ment decided to allow its currency to “float” according
to market conditions. The result was a significant drop
in the value of the currency and the start of the Asian
economic crisis, a contagion that spread quickly to other
Asian countries such as the Republic of Korea, Indone-
sia, Malaysia, and the Philippines. Before long the epi-
demic reached Brazil and Russia.

In this way, a small economic change in one less-
developed country sent economic shock waves around
the world. Surprisingly, no one predicted this crisis,
though economist Paul Krugman in a prominent 1994
Foreign Affairs article argued that there was no Asian
economic miracle and the kind of growth rates attained
in recent years were not sustainable over the long term.
In such an interconnected global economys, it is impera-
tive to have an understanding of other economies and
economic conditions around the world. Yet that under-
standing is sorely lacking in the American public.

Various studies have shown that both young people
and the public at large have a low level of literacy about
other nations. A survey of 655 high school students in
southeast Ohio indicated that students were least in-
formed in the area of international economic concerns,
and the number of economics majors at the college level
is declining. The economic and geographic illiteracy has
become such a national concern that the U.S. Senate re-
cently passed a resolution calling for a national educa-
tion policy that addresses Americans’ lack of knowledge
of other parts of the world.

The information provided by the media also fre-
quently reflects a distorted understanding of world
economies. During the Asian economic crisis, we often
heard about the collapse of various Asian countries such
as Korea and Thailand. They were indeed suffering a se-
vere crisis, but usually companies, not countries, col-
lapse. The use of the “collapse” language was therefore
misleading. In another example, a distinguished journal-
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ist writing in a prominent East coast newspaper claimed
that Vietnamese women paid more in transportation and
food costs than they were earning while working in a fac-
tory manufacturing Nike shoes. Such a statement, while
well intended in terms of genuine concern for these
women workers, makes no economic sense whatsoever,
and is actually not accurate. The wages of these women
are indeed extremely low by U.S. standards, but such
wages must be viewed in the context of another society,
where the cost of living may be dramatically lower and
where low salaries may be pooled. At other times, a
fact—such as the fact that a minority of the Japanese
workforce enjoys employment for life—is exaggerated to
suggest that the Japanese economy boomed as it did in
the 1980s because of the Japanese policy of life-long em-
ployment. Such generalizing keeps people from under-
standing the complexities of the Japanese economy.

“THINGS ARE NOT WHAT THEY SEEM.” In defense of
this lack of economic understanding, it must be said that
understanding economics is not easy. Paul A. Samuel-
son, author of the classic textbook Economics (1995),
once stated about economics “that things are often not
what at first they seem.” In Japan, for example, many
young women work as office ladies in private companies
as an initial job after completing school. These young
ladies often stay at home with their parents and have few
basic expenses. Over several years they can accumulate
considerable savings, which may be used for travel, over-
seas study, or investing. Thus, as Samuelson noted in his
textbook, actual individual economic welfare is not based
on wages as such, but on the difference between earnings
and expenditures. Wages are not the only measure of the
value of labor: one must also consider purchasing power
and how costs of living vary dramatically from place to
place. Without taking into account purchasing power, we
overestimate economic well-being in high-cost countries
such as Japan and Switzerland and underestimate it in
low-cost countries such as India and Cambodia.

Consider the following examples: The cost of taking
an air-conditioned luxury bus from the Cambodian cap-
ital of Phnom Penh to its major port, Sihanoukville, is
less than $2. The same bus trip of equal distance in Japan
or the United States would cost $50 or more. Similarly,
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a (subsidized) lunch at a factory producing Nike shoes in
Vietnam may cost the equivalent of 5 U.S. cents in 1998,
while lunch at a student union on a U.S. college campus
may cost $5. Thus a teaching assistant on a U.S. campus
pays 100 times more for lunch than the Vietnamese fac-
tory worker. Who is more “poorly paid” in these situa-
tions? Add to this the reality that in many developing
countries where extended families are common, members
of the family often pool their earnings, which individu-
ally may be quite low. To look only at individual earn-
ings can thus be rather misleading. Such cultural nuances
are important to keep in mind in assessing economic con-
ditions and welfare in other nations.

Various economic puzzles can also create confusion
and misunderstanding. For example, currently the United
States has the highest trade deficit in world history: it im-
ports far more that it exports. Most countries with huge
trade deficits have a weak currency, but the U.S. dollar
has remained strong. Why is this the case? Actually, it is
quite understandable when one knows that the balance of
trade is just one of many factors that determine the value
of a nation’s currency. In truth, demand for the U.S. dol-
lar has remained high. The United States is an attractive
site for foreign investment because of its large and grow-
ing economic market and extremely stable politics. Sec-
ond, the United States has a large tourism sector, draw-
ing people to the country where they exchange their
currency for U.S. dollars. Several years ago, for the first
time ever, there were more Thais coming to the United
States as tourists than those in the United States going to
Thailand. Third, the United States is extremely popular
among international students seeking overseas education.
Economically, a German student who spends three years
studying in the United States benefits the economy in the
same way as a long-term tourist or conventional exports:
that student invests in the U.S. economy. In the acade-
mic year 1999-2000, there were 514,723 international
students in the United States spending approximately
$12.3 billion. Thus, the services provided by U.S. higher
education represent an important “invisible export.”
Fourth, 11 economies are now dollarized, which means
that they use the U.S. currency as their national currency.
Panama is the most well known of these economies and
El Salvador became a dollarized economy on 1 January
2001. Other countries are semi-officially or partially dol-
larized (Cambodia and Vietnam, for example). As the re-
sult of dollarization, it is estimated by the Federal Re-
serve that 55 to 70 percent of all U.S. dollars are held by
foreigners primarily in Latin America and former parts
of the U.S.S.R. Future candidates for dollarization are
Argentina, Brazil, Ecuador, Indonesia, Mexico, and even
Canada. With so many countries using U.S. dollars, de-
mand for the U.S. dollar is increased, adding to its
strength. For all these reasons, the U.S. currency and
economy remained strong despite the persisting large
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trade deficits, which in themselves, according to standard
economic logic, suggest weakness.

SYSTEMS OF CLASSIFICATION. As in other fields, such
as biology and botany, it is important to have a sound
system of classification to understand various national
economies. Unfortunately, the systems commonly used
to describe various national economies are often flawed
by cultural and Eurocentric biases and distortion. After
the end of World War II and the start of the Cold War,
it became common to speak of “developed” and “under-
developed” countries. There were two problems with this
overly simplistic distinction. First, it viewed countries
only in terms of material development. Second, it implied
that a nation was developed or underdeveloped across all
categories. As an example, “underdeveloped” Thailand
has consistently been one of the world’s leading food ex-
porters and among those countries that import the least
amount of food. Similarly, in “developed” Japan there
are both homeless people and institutions to house the el-
derly, while in “underdeveloped” Vietnam there are no
homeless and the elderly are cared for by their families.
Which country is more “developed”?

Later the term “Third World” became popular. This
term was invented by the French demographer Alfred
Sauvy and popularized by the scholar Irving Horowitz in
his volume, Three Worlds of Development. “First World”
referred to rich democracies such as the United States and
the United Kingdom; “Second World” referred to com-
munist countries such as the former U.S.S.R. and former
East Germany. The term “Third World” was used to re-
fer to the poorer nations of Africa, Latin America, and
Asia (with the exception of Japan). But this distinction is
also problematic, for it implies that the “First World” is
superior to the “Third World.” Another common term in-
troduced was modern versus less modern nations. The
Princeton sociologist Marion J. Levy made this distinc-
tion based on a technological definition: more modern na-
tions were those that made greater use of tools and inan-
imate sources of power. Thus, non-Western Japan is quite
modern because of its use of robots and bullet trains.
Over time, however, many people criticized the modern/
non-modern distinction as being culturally biased and im-
plying that all nations had to follow the same path of
progress.

More recently, economists from around the world
have recognized the importance of using a variety of fac-
tors to understand the development of national
economies. Each of these factors should be viewed in
terms of a continuum. For example, no country is either
completely industrial or completely agricultural. The en-
tries in this volume provide the basic data to assess each
national economy on several of these key criteria. One
can determine, for example, the extent to which an econ-
omy is industrial by simply dividing the percentage of
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the economy made up by industry by the percentage made
up by agriculture. Or one can determine how much en-
ergy national economies use to achieve their level of eco-
nomic output and welfare. This provides an important
ecological definition of efficiency, which goes beyond
limited material definitions. This measure allows an es-
timate of how “green” versus “gray” an economy is;
greener economies are those using less energy to achieve
a given level of economic development. One might like
to understand how international an economy is, which
can be done by adding a country’s exports to its imports
and then dividing by GDP. This indicator reveals that
economies such as the Netherlands, Malaysia, Singapore,
and Hong Kong are highly international while the isola-
tionist Democratic People’s Republic of Korea (North
Korea) is far less international.

Another interesting measure of an economy, partic-
ularly relevant in this age of more information-oriented
economies and “the death of distance” (Cairncross 1997),
is the extent to which an economy is digitalized. One mea-
sure of this factor would be the extent to which the pop-
ulation of a given economy has access to the Internet.
Costa Rica, for example, established a national policy that
all its citizens should have free access to the Internet. In
other economies, such as Bhutan, Laos, and North Korea,
access to the Internet is extremely limited. These differ-
ences, of course, relate to what has been termed “the dig-
ital divide.” Another important factor is whether an econ-
omy is people-oriented, that is, whether it aims to provide
the greatest happiness to the greatest number; economist
E.F. Schumacher called this “economics as if people mat-
tered.” The King of Bhutan, for example, has candidly
stated that his goal for his Buddhist nation is not Gross
National Product but instead Gross National Happiness.
Such goals indicate that the level of a country’s economic
development does not necessarily reflect its level of so-
cial welfare and quality of life.

Another important category that helps us understand
economies is the degree to which they can be considered
“transitional.” Transitional economies are those that were
once communist, state-planned economies but that are be-
coming or have become free-market economies. This tran-
sitional process started in China in the late 1970s when
its leader Deng Xiaoping introduced his “four modern-
izations.” Later, Soviet leader Mikhael Gorbachev intro-
duced such reforms, called perestroika, in the former So-
viet Union. With the dissolving of the U.S.S.R. in 1991,
many new transitional economies emerged, including
Belarus, Uzbekistan, Kyrgyzstan, and the Ukraine. Other
countries undergoing transition were Vietnam, Laos,
Cambodia, and Mongolia. These economies can be
grouped into two types: full transitional and partial tran-
sitional. The full transitional economies are shifting both
to free markets and to liberal democracies with free ex-
pression, multiple parties, and open elections. The partial
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transitional economies are changing in the economic
realm, but retaining their original one-party systems. In-
cluded in the latter category are the economies of China,
Vietnam, Laos, and Cuba. This volume provides valuable
current information on the many new transitional
economies emerging from the former Soviet world.

KEY THEMES IN THE WORLD ECONOMY. In looking at
the economies of countries around the globe, a number
of major common themes can be identified. There is in-
creasing economic interdependence and interconnectiv-
ity, as stressed by Thomas Friedman in his recent con-
troversial book about globalization titled The Lexus and
the Olive Tree: Understanding Globalization. For exam-
ple, the People’s Republic of China is now highly de-
pendent on exports to the United States. In turn, U.S.
companies are dependent on the Chinese market: Boeing
is dependent on China for marketing its jet airliners; the
second largest market for Mastercard is now in China;
and Nike is highly dependent on China and other Asian
economies for manufacturing its sports products. Such
deep interdependence augurs well for a peaceful century,
for countries are less likely to attack the countries with
whom they do a vigorous business, even if their politi-
cal and social systems are radically different. In fact, new
threats to peace as reflected in the tragic terrorist attack
of 11 September 2001, primarily relate to long-standing
historical conflicts and grievances.

Conventional political boundaries and borders often
do not well reflect new economic realities and cultural
patterns. Economic regions and region states are becom-
ing more important. The still-emerging power of the Eu-
ropean Union can be gauged by reading the essays of any
of the countries that are currently part of the Union or
hoping to become a part of it in the coming years. This
volume may help readers better understand which nations
are becoming more interconnected and have similar eco-
nomic conditions.

The tension between equity (fairness) and efficiency
is common in nearly all national economies. In some
economies there is more stress on efficiency, while in oth-
ers there is more stress on equity and equality. Thus, as
should be expected, countries differ in the nature of the
equality of their income and wealth distributions. For each
entry in this volume, important data are provided on this
important factor. The geographer David M. Smith has
documented well both national and international inequal-
ities in his data-rich Where the Grass is Greener (1979).

Invisible and informal economies—the interactions
of which are outside regulated economic channels—rep-
resent a growing segment of economic interactions in
some countries. In his controversial but important volume,
The Other Path (1989), the Peruvian economist Hernando
de Soto alerted us to the growing significance of the in-
formal economy. In countries such as Peru, research has
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shown that in some cases individuals prefer work in the
informal to the formal sector because it provides them
with more control over their personal lives. The Thai
economist Pasuk Phongpaichit and her colleagues have
written a fascinating book on Thailand’s substantial in-
visible economy titled Guns, Girls, Gambling, and Ganja
(1998). Thus, official government and international sta-
tistical data reported in this volume often are unable to
take into account such data from the hidden part of
economies.

In an increasingly internationalized economy in
which transnational corporations are highly mobile and
able to move manufacturing overseas quite rapidly, it is
important to distinguish between real foreign direct in-
vestment and portfolio investment. At one point during
Thailand’s impressive economic boom of the late 1980s
and early 1990s, a new Japanese factory was coming on
line every three days. This is foreign direct investment,
involving actual bricks and mortar, and it creates jobs that
extend beyond the actual facility being constructed. In
contrast foreign portfolio investment consists of a foreign
entity buying stocks, bonds, or other financial instruments
in another nation. In our current wired global economy,
such funds can be moved in and out of nations almost in-
stantaneously and have little lasting effect on the eco-
nomic growth of a country. Economies such as Chile and
Malaysia have developed policies to try to combat un-
certainty and related economic instability caused by the
potential of quick withdrawal of portfolio investments.

Some argue that transnational corporations (owned
by individuals all over the world), which have no national
loyalties, represent the most powerful political force in
the world today. Many key transnational corporations
have larger revenues than the entire gross national prod-
ucts of many of the nations included in this volume. This
means that many national economies, especially smaller
ones, lack effective bargaining power in dealing with
large international corporations.

Currently, it is estimated by the International Labor
Office of the United Nations that one-third of the world’s
workforce is currently unemployed or underemployed.
This means that 500 million new jobs need to be created
over the next 10 years. Data on the employment situa-
tion in each economy are presented in this volume. The
creation of these new jobs represents a major challenge
to the world’s economies.

The final and most important theme relates to the ul-
timate potential clash between economy and ecology. To
the extent that various national economies and their peo-
ples show a commitment to become greener and more
environmentally friendly, ultimate ecological crises and
catastrophes can be avoided or minimized. Paul Ray and
Sherry Anderson’s The Cultural Creatives: How 50 Mil-
lion People Are Changing the World (2000) lends cre-
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dence to the view that millions are changing to more en-
vironmentally conscious lifestyles.

In trying to understand the global economy, it is crit-
ically important to have good trend data. In each of the
entries of this volume, there is an emphasis on providing
important economic data over several decades to enable
the reader to assess such patterns. Some trends will have
tremendous importance for the global economy. One phe-
nomenon with extremely important implications for pop-
ulation is the policy of limiting families to only one child
in China’s urban areas. This deliberate social engineering
by the world’s most populous country will have a pow-
erful impact on the global economy of the 21st century.
The global environmental implications are, of course, ex-
tremely positive. Though there is much debate about the
economic, political, and socio-cultural implications of this
one-child policy, overall it will probably give China a
tremendous strategic advantage in terms of the key fac-
tors of human resource development and creativity.

THE POWER OF UNDERSTANDING. By enhancing our
knowledge and understanding of other economies, we
gain the potential for mutual learning and inspiration for
continuous improvement. There is so much that we can
learn from each other. Denmark, for example, is now get-
ting seven percent of its electrical energy from wind en-
ergy. This has obvious relevance to the state of Califor-
nia as it faces a major energy crisis. The Netherlands and
China for a long period have utilized bicycles for basic
transportation. Some argue that the bicycle is the most
efficient “tool” in the world in terms of output and en-
ergy inputs. Many new major highways in Vietnam are
built with exclusive bike paths separated by concrete
walls from the main highway. The Vietnamese have also
developed electric bicycles. The efficient bullet trains of
Japan and France have relevance to other areas such as
coastal China and the coastal United States. Kathmandu
in Nepal has experimented with non-polluting electric
buses. In the tremendous biodiversity of the tropical
forests of Southeast Africa, Latin America, and Africa,
there may be cures for many modern diseases.

We hope to dispel the view that economics is the
boring “dismal science” often written in complex, diffi-
cult language. This four-volume set presents concise, cur-
rent information on all the economies of the world, in-
cluding not only large well-known economies such as the
United States, Germany, and Japan, but also new nations
that have emerged only in recent years, and many micro-
states of which we tend to be extremely uninformed. With
the publication of this volume, we hope to be responsive
to the following call by Professor Mark C. Schug: “The
goal of economic education is to foster in students the
thinking skills and substantial economic knowledge nec-
essary to become effective and participating citizens.” It
is our hope that this set will enhance both economic and

Worldmark Encyclopedia of National Economies



geographic literacy critically needed in an increasingly
interconnected world.

—Gerald W. Fry, University of Minnesota
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CAPITAL: Algiers.

MONETARY UNIT: Algerian dinar (AD). One
Algerian dinar equals one hundred centimes. There
are coins of 20, 10, 5, 2, and 1 dinars, and 50, 20,
10, 5, and 1 centimes. Paper currency comes in
denominations of AD1,000, 500, 200, 100, and 50.
CHIEF EXPORTS: Petroleum, natural gas, and petro-
leum products.

CHIEF IMPORTS: Capital goods, food and beverages,
and consumer goods.

GROSS DOMESTIC PRODUCT: US$147.6 billion
(purchasing power parity, 1999 est.).

BALANCE OF TRADE: Exports: US$13.7 billion
(f.0.b., 1999 est.). Imports: US$9.3 billion (f.o0.b.,
1999 est.).

COUNTRY OVERVIEW

LOCATION AND SIZE. Algeria is located in North Africa,
bordering the Mediterranean Sea. It shares borders with
Morocco, Mauritania, Mali, Niger, Libya, and Tunisia.
Taken together, Algeria, Morocco, and Tunisia form what
is known as the Arab Maghreb or West. With an area of
2,381,740 square kilometers (919,595 square miles) and
a short coastline of 998 kilometers (620 miles), Algeria
is the second largest country in Africa after Sudan, and
is slightly less than 3.5 times the size of Texas. Algeria’s
capital city, Algiers, is located in the north on the
Mediterranean Sea. Other major cities include Annaba
and Oran, both in the north.

POPULATION. The population of Algeria was estimated
at 31,193,917 in July of 2000, an increase of 6.2 million
from the 1990 population of 25,010,000. In 2000, Alge-
ria’s birth rate stood at 23.14 per 1,000, while the death
rate was reported at 5.3 per 1,000. With a projected
growth rate of 1.7 percent between 2000 and 2015, the
population is expected to reach 39.8 million by the year
2015. Muslims, mostly of the Malekite Sunni tradition,
make up 99 percent of the population, while Christians
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and Jews make up the remaining 1 percent. A small per-
centage of the population are the indigenous Berbers, who
speak Tamazight. Since 1995, the Berbers have been
given wider autonomy and have been allowed to speak
and teach their language. Arabic is the official and dom-
inant language.

Algeria’s population growth has slowed significantly
since the early 1990s, reaching 2.8 percent in 1998, down
from 3.06 percent in 1987. The slowdown is mostly at-
tributable to a falling birth rate, which is now 2.15 chil-
dren per family. Population growth is expected to drop
even further in the coming years. The success of the Al-
gerian government’s family planning policies has ensured
wider access to contraceptives and family planning edu-
cation. The Comite national de la population (CNP) was
established in October 1997 to oversee and coordinate
national planning policies.

The population is generally young, with some 35 per-
cent below the age of 14 and just 4 percent older than
65. Given the population makeup and the significant drop
in the population growth rate, the government is faced
with the daunting challenge of creating new employment
opportunities, and is bracing itself for an aging popula-
tion in the coming decades. Algeria’s young population
has also been a source of political instability, feeding an
anti-government Islamic backlash that began in the early
1990s. Unemployment and limited job opportunities are
largely responsible for an Islamic insurgency that has
destabilized the country since 1991.

As in many developing countries, a majority of Al-
gerians live in urban areas. In 1997, 60 percent of the
population was urban, an increase of 29 percent from
1966, but the trend toward rural-urban migration is be-
lieved to have leveled off. Most of the population is
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concentrated in the north, with the capital Algiers and
its suburbs being home to the largest concentration of
Algerians; 4 million people live in the capital.

OVERVIEW OF ECONOMY

Algeria’s small- to medium-sized economy is largely
dependent on the hydrocarbons sector, which accounts for
about 95 percent of export earnings, 52 percent of bud-
get revenues, and 25 percent of GDP. The second-largest
natural gas exporter in the world, Algeria is home to the
fifth-largest reserves of gas worldwide. Algeria also has
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the 14th-largest reserves of oil in the world. The Euro-
pean Union is the largest market for Algerian natural gas.

The industrial sector is the largest contributor to the
economy, accounting for 51 percent of GDP and em-
ploying 13.6 percent of the labor force of 9.1 million
workers. The sector is dominated by oil-related indus-
tries. Other light industries can also be found, but their
contribution to GDP is modest. The services sector is the
second-largest economic sector, accounting for 37 per-
cent of GDP and employing 13.5 percent of the labor
force. The agricultural sector contributes 11-12 percent
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of GDP annually and employs some 22 percent of the la-
bor force.

Algeria entered the twentieth century as a French
colony heavily dependent on agriculture. Soon after the
conquest of Algeria in 1830, the French created large agri-
cultural tracts, built factories and businesses, and exploited
cheap local labor. Until Algeria’s independence in 1962,
the bulk of its economic activity and wealth was controlled
by the French colonizers, who successfully developed a
small industry and a sophisticated export trade that pro-
vided food and raw materials to France in return for cap-
ital and consumer goods. The French also controlled
about 30 percent of the total arable land, and were re-
sponsible for most of agricultural production and exports.

Since 1962, Algeria’s economy has been centrally-
planned, despite state efforts to privatize the economy
and attract foreign investment. The country’s huge for-
eign debt, which in 1999 reached US$30 billion accord-
ing to the CIA, forced the government to launch an eco-
nomic reform program in 1989. The government also
concluded agreements with the International Monetary
Fund (IMF) in the late 1980s and 1990s to secure inter-
national credit for its envisioned reform program.

This program has been largely successful, with the
government curbing inflation, cutting budget spending,
and preserving foreign exchange reserves. The adoption
of the economic reforms program has also accelerated
growth and succeeded in reestablishing economic stabil-
ity. In the late 1980s and early 1990s, the program was
coupled with austerity measures designed to reduce Al-
geria’s external debt, which has proven difficult to con-
trol. In 1995, the government approved a framework for
the privatization and restructuring of public sector en-
terprises. A financial sector reform program has also been
initiated, although progress has been slow. As a result,
Algeria has managed to achieve an average annual real
growth rate of 5.5 percent since the mid-1990s, with the
hydrocarbon sector being the main driving force of eco-
nomic growth.

While the government has managed to achieve some
progress toward economic recovery and reform, the coun-
try’s troubled economy continues to be heavily depen-
dent on volatile oil and gas revenues. Furthermore, the
slow pace of the reform program, coupled with political
turmoil, has failed to attract sufficient foreign investment
or to create sufficient employment opportunities. Neither
the hydrocarbon sector nor agriculture is capable of pro-
viding enough jobs to counteract long-standing unem-
ployment problems. The rate of unemployment in 1999
was reported at 30 percent. By contrast, unemployment
in the United States in 1999 was just 4.2 percent. The
challenge to create new job opportunities for Algeria’s
young population is one of the biggest tasks facing the
government.
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Government bureaucracy is a major impediment to
the conduct of business in Algeria. Red tape permeates
all government ministries and the commercial court sys-
tem, which resolves disputes between merchants and
other businesspeople. Corruption is also widespread at all
levels of the public sector, largely as a result of the low
wages and difficult living conditions. In 1998, the gov-
ernment launched an anti-corruption drive, which re-
sulted in as many as 2,000 public officials being prose-
cuted or awaiting trial on charges ranging from petty
crime to grand larceny.

POLITICS, GOVERNMENT,
AND TAXATION

After a bitter guerilla war with France (guerilla wars
are fought with non-conventional methods by small units
against larger, more conventional armies), which held Al-
geria as a colony, the country finally achieved indepen-
dence in 1962. But Algeria’s economy was in a state of
chaos. Skilled labor was in short supply, as the French
had taken with them most of the skilled personnel who
ran the country. Until the late 1980s, Algeria’s successive
governments reacted by instituting a highly centralized so-
cialist system that ensured the government a central role
in the economy. Algeria’s first president, Ahmad Ben
Bella, moved to nationalize land and property previously
owned by the French colonialists, which by 1963 had
fallen under state control. Oil companies were national-
ized in 1971, while agricultural land was placed under the
control of workers. During this phase, the government
placed special emphasis on the development of capital-
intensive heavy industry. However, these state-led de-
velopment programs and socialist policies soon proved to
be a failure. The agricultural sector was particularly hit
by bureaucratic mismanagement, inefficiency, and graft.

It was not until 1985 that the government came to
realize the high costs associated with its socialist poli-
cies. Falling world oil prices, coupled with a high food
import bill and a growing foreign debt burden, forced the
government to re-evaluate its policies and abandon so-
cialist policies. High unemployment rates, a lack of con-
sumer goods, and shortages in basic foodstuffs threatened
the country’s political stability, as signs of popular un-
rest began to manifest themselves in protests. In 1985,
President Chadli Benjedid shifted the focus of the coun-
try’s development plans toward building a diversified
economy by placing greater emphasis on agriculture.
Benjedid’s economic liberalization program sought to
reduce central planning and decrease government control
over the economy.

Since independence, Algeria has been ruled by 1
party, the National Liberation Front (FLN), which has
largely used its dominance to impose heavily centralized
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economic structures that were justified through socialist
ideology. However, the regime’s priority on heavy in-
dustry and centralized management led to the neglect of
the agricultural sector and the basic needs of its growing
population. The decade of the 1980s laid bare the failure
of the FLN to achieve either a lasting political consen-
sus or a sustainable basis for economic growth. The sharp
decline of oil prices in the mid-1980s, coupled with an
intolerable debt burden and a high food imports bill, pre-
cipitated a financial crisis that accelerated the decline of
the regime’s appeal. Civil unrest and widespread demon-
strations in 1988 sent a clear signal that the government’s
command of the people’s allegiance had worn thin.

In an attempt to reverse the situation, the regime ex-
perimented with democracy between 1988 and 1991. In
June 1990, elections for local councils resulted in an as-
tonishing victory for Islamic fundamentalists, with the Is-
lamic Salvation Front (FIS) winning more than half the
nation’s towns and cities, including the capital of Algiers.
In parliamentary elections in December 1991, the FIS
continued to make impressive gains and appeared poised
to take control of the government in the run-off vote
slated for January 1992. Before this crucial election could
take place, however, the army stepped in to put an end
to this democratic experiment and its unforeseen conse-
quences, canceling the elections, banning the FIS, and
imprisoning its leaders. The military’s decision to abort
the electoral process led to the unraveling of what little
political consensus and national unity once existed. The
FLN had been discredited both by its inability to defeat
the Islamists at the polls and its failure to manage the
country’s relatively rich economic resources.

Since 1992, Islamic militants have gone underground
and launched a campaign of terror against the govern-
ment. More than 75,000 Algerians have been killed in the
ensuing armed struggle. Islamic militants have also staged
attacks against the country’s infrastructure—including
telephone exchanges, electrical stations, rail links, and the
international airport—as well as multinational oil facili-
ties. The military has responded to growing terrorist at-
tacks with a ferocious crackdown on militants. Since
1992, thousands of Islamic rebels have been killed by se-
curity forces during routine raids and ambushes. Even so,
these efforts do not appear to have lessened the militants’
resolve, and the spiral of violence continues.

Presidential, parliamentary, and local elections were
organized in November 1995 through October 1997.
These elections were aimed at transforming the military
junta (a group of military leaders who rule a country) into
a democratically elected government, and thus putting an
end to the Islamic rebels’ claims that the regime was not
legitimate. However, with the army running the country,
the political scene remains riddled with problems. Under
pressure from the military, Gen. Liamine Zeroual, who
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won the 1995 presidential elections, announced his un-
timely resignation in September 1998, paving the way for
the 15 April 1999 election of Abdulaziz Bouteflika, a 62-
year-old former foreign minister. Bouteflika’s election
raised hope that the 7-year civil war may come to an end,
but the violence is far from over. Shortly after taking of-
fice, Bouteflika declared general amnesty for Islamic mil-
itants who give up their arms and return to the fold of
the nation.

Structurally, the Algerian government is a republic,
with a president directly elected for a 5-year term and a
bicameral (2-house) Parliament. The 380 members of
the National People’s Assemby are popularly elected for
4-year terms, while the 144 seats in the Council of Na-
tions are filled with either members appointed by the
president or elected by indirect vote. The prime minister
is appointed by the president. However, this ideal gov-
ernment structure has rarely been achieved in Algeria,
where ongoing civil and political struggles have meant
the suspension, cancellation, and rescheduling of elec-
tions, and frequent interference by the military.

Since the 1960s, Algerian politics have been domi-
nated by the military, which has constituted the power
base of the regime. The role of the military, which has
traditionally also played a big role in the economy, was
briefly suspended in 1989 following the restoration of
democracy in the country. By 1991, the military, which
forms the bulk of the security apparatus, was back into
politics to counter the Islamic insurgency. Today, the
military in Algeria is stronger than ever and its powers
are so extensive that no president can be nominated with-
out the consent of the generals running Algeria behind
the scenes.

The major source of government revenues comes
from hydrocarbon receipts and customs duties, in addi-
tion to corporate, salary, road, and property taxes. Ac-
cording to the IMF, in 1999, taxes accounted for 13.5
percent of the central government’s non-hydrocarbon
revenue. Tax revenues decreased from 16.2 percent in
1997 to 13.5 percent in 1999, the direct result of the
1998 tax reforms, which sought to lower tax rates across
the board. Taxes come in different forms. Taxes on
goods and services account for the largest proportion of
tax revenues, making up 6.4 percent of the total. Cus-
toms duties, which in 1999 accounted for 3.5 percent of
tax revenues, are the second largest contributor. Taxes
on income and profits and on wage income together ac-
counted for 4.5 percent of government revenues.

However, tax evasion is a major problem, costing
the government an estimated AD30 billion a year. Tax
revenues dropped slightly from AD329.8 billion in 1998
to AD314.8 billion in 1999. The government’s plans to
press ahead with plans to improve tax collection mea-
sures in line with the IMF’s recommendations are com-
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plicated by economic and political uncertainties—mainly
the ongoing civil war.

INFRASTRUCTURE, POWER,
AND COMMUNICATIONS

Algeria enjoys an extensive though aging infra-
structure that has been largely neglected since indepen-
dence. The country is serviced by a network of over
104,000 kilometers (64,626 miles) of primary and sec-
ondary roads, 71,656 kilometers (44,527 miles) of which
are paved. According to the EIU Country Profile, Alge-
ria’s poor road system claims the lives of 10 people a
day, while the cost of accidents to the state is estimated
at ADI10 billion annually. The road system is badly in
need of repairs, and repair and renovation costs are esti-
mated at AD227 billion. Roads, especially in urban ar-
eas, are highly congested. Plans are underway to priva-
tize the road system in 2001 to cover the renovation costs,
but the process is likely to be slow, despite the avail-
ability of foreign financing for the projects. Similarly, the
nations’ railway system, which consists of 4,820 kilo-
meters (2,995 miles) of track, is troubled. The state’s rail-
way company, Societe national de transport ferroviare
(SNTF) is also slated for privatization, but the process
has been stifled by the lack of progress in the restructur-
ing of the industry to focus on business activities. Rail
lines have more than once sustained damage as a result
of sabotage attacks by Islamic militants. The SNTF has
been heavily indebted for years, and the railway system
is mostly used to transport cargo.

Algeria has 4 major airports, located in Algiers, Oran,
Annaba, and Constantine, all of which are fairly modern.
Several airlines stopped service to Algeria in December
1994, following the hijacking of an Air France airplane
at Houari Boumedienne airport. Many European airlines,
with the exception of Air France, have resumed flights
since 1999. The national carrier, Air Algerie, serves 37
destinations in Europe, Africa, and the Middle East. It

Algeria

carries 3 million passengers per year. Plans are currently
underway in 2001 to upgrade the country’s airports and
expand their capacities and privatize Air Algerie. Alge-
ria has 9 major ports, at Algiers, Oran, Bejaia, Arzew,
and Annaba. The government plans to expand the han-
dling capacity at the ports of Algiers and Oran in 2001.

Electrical power is supplied to Algerians by the state-
owned power company, Sonelgaz. Over 90 percent of Al-
geria’s 21.38 billion kilowatt hours (kWh) of power is
generated from gas, while the remaining 7 percent is gen-
erated by hydroelectric power stations in Kabylie. Over
94 percent of homes are connected, and the government
is planning in 2001 to extend the power network to rural
areas at the rate of 150,000 new homes annually. Like
the rest of state-owned companies, Sonelgaz is slated for
restructuring.

Telecommunications services in Algeria are gener-
ally aging, but are better in the north than they are in the
south. Telephone service is provided by the Ministry of
Posts and Telecomunications. The country had 1.17 mil-
lion telephone lines in use in 1995, and some 33,500 mo-
bile cellular phones in 1999. The Ministry of Posts and
Telecommunications in 2001 is upgrading the country’s
phone lines using fiber optic technology and digital sys-
tems. In 1999, the country had 1 Internet service provider.

ECONOMIC SECTORS

Algeria’s low- to medium-size economy is heavily
dependent on natural gas and hydrocarbons, which ac-
count for about 95 percent of export earnings, 52 per-
cent of budget revenues, and 25 percent of GDP. The
industrial sector is the largest contributor to the econ-
omy, accounting for 51 percent of GDP and employing
13.6 percent of the labor force. The sector is dominated
by oil-related industries. Other light industries can also
be found, but their contribution to GDP is modest. The
services sector is the second largest economic sector,
accounting for 37 percent of GDP and employing 13.5

Communications

SOURCE: World Bank. World Development Indicators 2000.

Cable Personal
Country Newspapers Radios TV Sets* subscribers®  Mobile Phones®  Fax Machines® Computers® Internet Hosts” Internet Users®
1996 1997 1998 1998 1998 1998 1999 1999
Algeria 38 241 105 0.0 0.2 42 0.01 20
United States 215 2,146 847 2443 78.4 458.6 1,508.77 74,100
Nigeria 24 223 66 N/A N/A 57 0.00 100
Libya 14 233 126 0.0 N/A N/A 0.00 7

2Data are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
“Data are from the Internet Software Consortium (http://www.isc.org) and are per 10,000 people.
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Algeria
GDP-COMPOSITION BY SECTOR-1997 est.
Agriculture 12%

Services 37%

Industry 51%

SOURCE: CIA World Factbook 2000 [Online].

percent of the labor force. The agricultural sector con-
tributes 11-12 percent of GDP annually and employs
some 22 percent of the labor force. The sector, however,
has been vulnerable to adverse weather conditions, and
production has fluctuated accordingly.

Two of the greatest obstacles to growth in all of Al-
geria’s economy are inefficiency in the state-controlled
public sector and the state’s central role in the economy.
Recognizing these obstacles, Algeria has targeted certain
sectors, mainly state-owned enterprises, for privatization.
Years of inefficient state control over the economy have

Algeria
LABOR FORCE-BY OCCUPATION
Other 20%
Transportation &

Communication
5.2%

Agriculture 25%

Industry 11%

Construction &

Public Works 15% Government 29%

TOTAL LABOR FORCE 9.1 MILLION

SOURCE: CIA World Factbook 2001 [Online]. Data for 2000 est.
Percent distribution for 1996.

finally given way to reform. The government has em-
barked on an ambitious restructuring program coordi-
nated with the IMF and its successful implementation is
one of the main challenges facing the government in 2001.

AGRICULTURE

Agricultural production is a moderate contributor to
the Algerian economy, accounting for 11-12 percent of
GDP and 22 percent of total employment in 1997. The
sector’s contribution to the economy, however, has de-
clined sharply since independence. Years of government
restructuring, lack of investment, meager water re-
sources, and dependence on rainwater for irrigation have
contributed to this decline. The production of cereals as
well as orchard and industrial crops has significantly
dropped. As a result, Algeria today has become depen-
dent on food imports, accounting for close to 75 percent
of food needs.

Although Algeria is the second-largest country in
Africa, the arable land of about 8.2 million hectares ac-
counts for only 3.4 percent of the total land area. The
vast Sahara desert, which spans much of the south cen-
tral part of the country, is not available for agriculture.
Between 1961 and 1987, all arable land was controlled
by the state, which divided the land into state farms,
known as domaines agricoles socialistes. State farms
were dismantled in 1987 and the land was divided into
smaller collective and individual farms. Despite these
measures, about one-third of cultivable land in Algeria
is still owned by the government, which leases the land
to private investors and farmers. The remaining two-
thirds of arable land (about 5 million hectares) is pri-
vately owned.

Algeria’s main crops are cereals (mainly wheat and
barley), citrus fruit, vegetables, and grapes. Fresh dates
exports have risen sharply in the past decade and have
become the second-largest export after hydrocarbons.
Some 72,000 hectares are cultivated with palm trees,
mainly in the Saharan oases. Algerian dates are mainly
exported to France, Russia, Senegal, and Belgium. Al-
geria was once a major exporter of wine and associated
products. Despite government efforts to revive the sec-
tor, production has fallen significantly since 1962, reach-
ing 248,000 hectoliters (6,552,160 U.S. gallons) in 1996,
down from 410,000 hectoliters (10,832,200 U.S. gallons)
in 1992. Algeria is also a producer of olive oil, and pro-
duction has generally averaged around 150,000 hecto-
liters (3,963,000 U.S. gallons) annually.

The bulk of Algeria’s crops are cultivated in the fer-
tile but narrow plains around Bejaia and Annaba in the
east, in the Mitidja Plain south of Algiers, and beyond
Oran from Sidi Bel Abbes to Tlemcen. The agricultural
sector’s dependence on rainwater for irrigation has often
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affected its production levels, especially during droughts.
The cereal harvest, for example, was badly affected by
drought conditions that plagued North Africa in 2000,
producing only half of its annual yield. Hence, despite
government efforts to extend funding and technical as-
sistance to farmers and increase the productivity of the
agricultural sector, Algeria imports the bulk of the food
it consumes, especially cereals (mainly wheat).

FISHERIES. Though Algeria’s location would suggest that
the country would have a booming fishing industry, ac-
tual fishing production remains low, largely due to un-
der-exploitation. Since the late 1990s, the government
has embarked on a modernization program to increase
the productivity of the sector, but most fishing activity
continues to center around small boats and family-owned
businesses. The government has also been trying to at-
tract foreign investment in this sector, in the year 2000
granting some 20 Japanese fishing boats the right to fish
in Algerian waters. This agreement was based on a pro-
vision that the catch does not exceed 750,000 metric tons
of red tuna a year.

INDUSTRY

MINING. Hydrocarbons, mainly oil and gas, are the
country’s main exports. Algeria’s oil and gas reserves
rank 14th and 5th largest in the world, respectively. Dur-
ing the 1970s, Algeria was a large producer of oil, but
has since lost that status as oil was replaced by gas pro-
duction as the country’s main source of export revenue.
Oil, first produced in commercial quantities in the late
1950s, accounted for 73 percent of Algeria’s hydrocar-
bon productions in 1980, but now accounts for about 20
percent. France, Spain, Belgium, Turkey, and the United
States are the main consumers of Algeria’s oil, and plans
are underway to expand export activities, mainly to Eu-
rope. Although most restrictions on oil exports were re-
moved in the 1990s and the government no longer sub-
sidizes the sector, the state-owned company Sonatrach
continues to retain full control over its activities.

The oil sector opened to foreign investment in 1991.
As a result, foreign companies are now allowed to invest
and even buy existing oilfields, and despite the high po-
litical risk associated with these investments, several for-
eign companies operate in the country in 2001. A total
of 18 foreign companies operate in the oil sector, bring-
ing in around US$1.5 billion in investments. Natural gas
production began in 1961, and in 2000 represented 57
percent of total proven hydrocarbon reserves. Algeria is
the second-largest exporter of liquid natural gas in the
world after Indonesia. The bulk of Algeria’s gas is ex-
ported to Europe through 2 major pipelines that run
through Tunisia and Morocco. Since the late 1990s, the
government has been engaged in efforts to upgrade and
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expand oil and liquefied natural gas exploration by at-
tracting foreign investments. It has also moved to increase
the production of liquefied petroleum gas as a means to
diversify income from this sector.

Algeria’s non-hydrocarbon mining infrastructure re-
mains underdeveloped. In addition to oil and natural gas,
Algeria mines gold in the southeast Hoggar region and
diamonds near the Mali borders, and exports high-grade
ore, iron pyrites, phosphates, lead, zinc, mercury, barite,
and antimony. Since the late 1990s, the government has
made progress in removing restrictions on foreign and
private investment in the non-energy mining sector in an
effort to minimize the state’s control over the sector. The
sand, marble, and gold sectors have received special in-
terest from small private investors.

MANUFACTURING. The non-hydrocarbon manufactur-
ing sector is a moderate though declining contributor to
the Algerian economy. According to the EIU Country
Profile for 2000, though manufacturing accounted for 12
percent of GDP in 1993, its contribution fell to 9 percent
in 1999. The decline in manufacturing’s contribution to
GDP can be attributed mainly to the legacy of central-
ization and inefficiency that have characterized the state
enterprises controlling the sector. Algeria’s manufactur-
ing industries are beset by an oversized bureaucracy and
debt, and have, as a result, lost their ability to compete
with imported finished products. The government’s ef-
forts since the 1980s to restructure the industrial sector
into smaller state-run units and encourage joint ventures
with the private sector have failed to produce the de-
sired turnaround.

Before independence, food processing, textiles, cig-
arettes, and clothing constituted the main manufactur-
ing activities in the country. Since the mid-1960s, a
greater emphasis has been placed on heavy industry.
Historically, Algerian companies have processed petro-
chemicals, steel, metals, electronics, clothing, leather,
paper, timber, chemicals, and construction equipment.
Petrochemicals are an important contributor to GDP.
Petrochemical industries include methanol, resins and
plastics, and fertilizers, and are centered in the 2 cities
of Skikda and Arzew. Production in the private sector
recorded a 10-percent increase in 1999, in contrast to
the non-hydrocarbon industrial state sector, which saw
a drop in output of 1.5 percent in 1999. The pharmaceu-
ticals, chemicals, construction equipment, and leather in-
dustries were the leading performers.

SERVICES

FINANCIAL SERVICES. Financial services in Algeria are
fairly outdated, and the lack of modern services is an
obstacle to the growth of the private sector and foreign
investment alike. Until 1998, the banking sector was

7



Algeria

dominated by 3 major state-owned banks. But private
banks, including U.S. and French banks, have been al-
lowed to operate in the country since 1998 as part of a
government plan to reform the sector. A new money and
credit law was adopted in 1990, and although the Trea-
sury purchased most of the local banks’ debt in 1994,
these banks continue to suffer from bad loans, mis-
management, and political interference. The Algerian
stock exchange was officially opened in 1999, also part
of the government’s plan to privatize the economy.

TOURISM. Tourism is not a major contributor to GDP,
despite government efforts to encourage the sector. Its
promising potential is stifled by a lack of investment and
the endemic political violence in the country, although
the south, where some of the government’s most recent
projects are located, has been spared from these problems.
Potential holiday destinations are the mountains and
deserts of the interior and the country’s beaches. Although
foreign tourists have since 1998 started returning to Al-
geria, the sector has a long way to go to full recovery.

RETAIL. Lacking many large commercial centers other
than Algiers, Oran, and their suburbs, Algeria has a
poorly developed retail sector. While Algiers is home to
a variety of retail stores, the majority of towns in the in-
terior of the country have small family-owned shops,
farmer’s markets, and temporary roadside stands.

INTERNATIONAL TRADE

Over the past several decades, Algeria has main-
tained a trade surplus, largely due to the export of hy-
drocarbons, which accounts for 90 percent of exports. In
1999 that surplus reached $4.4 billion on exports of $13.7
billion and imports of $9.3 billion. This surplus has en-
dured even when oil prices dropped, as they did in 1998
when the trade surplus reached US$1.5 billion. Non-
hydrocarbon exports, although minimal, have risen in the
last 3 years, but much of that is believed to have come
as a result of repayment of debt owed to the former So-
viet Union in the form of goods.

The value of imports increased between 1987 and
1995. Merchandise imports fell between 1996 and 1998,
thanks to a good harvest, but rose slightly in 1999 due to
an increase in domestic demand. Capital equipment ac-
counted for 34 percent of imports, while food has gen-
erally accounted for almost 25 percent of imports. Semi-
finished products were in third position, accounting for
27 percent of total imports.

The European Union and the United States are Al-
geria’s main trade partners. The EU, which is negotiat-
ing a new Euro-Mediterranean Partnership (EMP) agree-
ment with Algeria, is a major importer of the country’s
hydrocarbons. In 1999, Italy—Algeria’s largest trade
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Trade (expressed in hillions of US$): Algeria

Exports Imports
1975 4.700 5.498
1980 13.871 10.559
1985 12.841 9.841
1990 12.930 9.715
1995 10.240 10.250
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.

partner in the last decade—accounted for 17.8 percent of
exports, followed by France (12.4 percent) and Spain
(10.2 percent). The United States is Algeria’s second-
largest trading partner, accounting for 16.4 percent of ex-
ports in 1999. France is Algeria’s main source of imports,
accounting for 29.8 percent, followed by Italy (9.7 per-
cent), Germany (6.8 percent), and Spain (5.9 percent).
The United States comes in the fifth place, providing 5.3
percent of Algeria’s total imports.

MONEY

The value of the Algerian dinar held steady until Sep-
tember 1994, due to the central bank’s policy of setting
it at a fixed rate against other widely used currencies.
This policy resulted in a wide gap between the official
rate and informal exchange rates on the black market,
where the dinar sold as high as 6 times the official rate
at the end of 1989. The dinar has since been stable, but
only after the government introduced full convertibility,
allowing local importers to bid for hard currency in the
local banking system. The country’s strong foreign ex-
change reserves have allowed the banking system to meet
the currency demands of the local market. Since 1998,
the dinar has averaged AD66.57 to the U.S. dollar, but
had slightly devaluated at the end of 2000, averaging
79.14 to the U.S. dollar.

Exchange rates: Algeria

Algerian dinars per US$1

Jan 2001 74,813
2000 75.260
1999 66.574
1998 58.739
1997 57.707
1996 54.749

SOURCE: CIA World Factbook 2001 [ONLINE].
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POVERTY AND WEALTH

In the first 2 decades after independence, the gov-
ernment of Algeria made impressive gains in terms of
raising living standards in the country by creating em-
ployment opportunities in the public sector and extend-
ing social benefits. However, the country’s declining
economic conditions since the 1980s, brought about by
falling oil prices and years of inefficient state control,
have had serious implications for the living standards of
Algerians. High unemployment and inflation rates since
the 1980s have led to a sharp increase in the incidence
of poverty in the country. Between 1988 and 1995, the
percentage of the population below the poverty line in-
creased from 8 percent to 14 percent. According to the
EIU Country Profile for 200001, GDP per capita in
1994 dropped by 2.5 percent over the preceding decade.
While unemployment and poverty figures rose sharply
in urban areas, the countryside was more seriously af-
fected; almost 70 percent of the poor live in rural areas.
Unemployment is especially serious among younger, un-
skilled workers.

Despite widespread poverty, however, uneven de-
velopment has led to the emergence of an affluent class
that controls most of the country’s wealth, enjoying an
elevated standard of living and visiting shopping centers
featuring the best imported goods. Living in the suburbs
of Algiers and Oran, the wealthy send their children to
private schools and universities abroad. Yet not far from
these affluent neighborhoods, a significant number of
poor Algerians live in squalor, with poor and over-
crowded housing, limited food supplies, and inadequate
access to clean water, good quality health care, or edu-
cation. The extremes are reflected in the country’s dis-
tribution of income: in 1996, the wealthiest 20 percent of
Algerians controlled 42.6 percent of the country’s wealth,
while the poorest 20 percent controlled only 7 percent of
wealth. This uneven distribution of income has been ex-
acerbated by chronic housing shortages, which have
given rise to poor shantytowns in most cities. These
shortages have been the result of high population growth
rates and decades of rural-urban migration. This has
prompted the government since the early 1980s to shift

GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Algeria 1,460 1,692 1,860 1,638 1,521
United States 19,364 21,529 23,200 25,363 29,683
Nigeria 301 314 230 258 256
Libya N/A N/A N/A N/A N/A
SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.
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Distribution of Income or Consumption by Percentage
Share: Algeria

Lowest 10% 2.8
Lowest 20% 7.0
Second 20% 11.6
Third 20% 16.1
Fourth 20% 227
Highest 20% 426
Highest 10% 26.8

Survey year: 1995

Note: This information refers to expenditure shares by percentiles of the
population and is ranked by per capita expenditure.

SOURCE: 2000 World Development Indicators [CD-ROM].

its spending priorities to address the housing shortages
by constructing subsidized housing units and prefabri-
cated houses at moderate cost.

The decline in living standards in Algeria contin-
ued throughout the 1990s, as the government embarked
on a structural reform program to reverse economic de-
cline, and as subsidies of basic foodstuffs were lifted.
Unemployment numbers also continued to rise, stand-
ing at 2.3 million in 1999, and representing about 25
percent of the labor force, according to official esti-
mates. Another 10 percent of the labor force is believed
to be underemployed.

Algeria’s mounting economic difficulties fueled pub-
lic discontent that culminated in the Islamic rebellion
against the state that began in 1991. The military’s deci-
sion to abort the electoral process led to the unraveling of
what little political consensus and national unity once ex-
isted. The FLN had been discredited both by its inability
to defeat the Islamists at the polls and by its failure to
manage the country’s relatively rich economic resources.
In the absence of viable secular parties, the Islamists
claimed to represent the voice of the people.

WORKING CONDITIONS

Algeria’s labor force has steadily increased in the
course of the past 2 decades. In 2000, Algeria’s labor
force was estimated at 9.1 million, up 2.7 million since
1995. The majority of the labor force is concentrated in
the public and agricultural sectors. Algerian workers are
relatively poorly educated, as technical and basic educa-
tion have lagged in the 1990s.

Algerian labor has a tradition of unionization, headed
by the Union Generale des Travailleurs Algeriens
(UGTA). About two-thirds of the labor force is union-
ized. UGTA has been a powerful force in negotiating pub-
lic sector wages with the government, but the 1990 labor
law brought collective bargaining to an end. However,
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UGTA still retains its power to organize public-sector
strikes to protest the decline of wages. These strikes, how-
ever, have seldom succeeded in forcing concessions from
the government.

The government has adopted labor rights regulating
working conditions and other rights of workers. The min-
imum age for employment is 16 years. These regulations,
however, are rarely enforced, and child labor, especially
in the agricultural sector, remains widespread. The min-
imum wage is US$90 (6,000 dinars) per month. The stan-
dard workweek is 40 hours.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1830. France occupies Algeria and begins to lay down
the economic foundation of its colony.

1933. Anti-French political protests begin and continue
through 1956.

1950. Ahmad Ben Bella founds the Revolutionary
Committee of Unity and Action (Comité Révolution-
naire d’Unité et d’ Action—CRUA), later renamed the
National Liberation Front (FLN).

1962. After a guerilla war, Algeria gains independence
from France. The Democratic and Popular Republic
of Algeria is formally proclaimed. First President
Ahmad Ben Bella forms country’s first cabinet since
independence.

1963. President Ben Bella declares that all agricultural,
industrial, and commercial properties previously oper-
ated and occupied by Europeans are vacant, legalizing
their confiscation by the state.

1970. The first Four-Year Plan emphasizing capital-
intensive heavy industry is adopted.

1971. President Houari Boumedienne launches an agri-
cultural reform plan calling for the seizure of additional
property and the redistribution of the newly acquired
public lands to cooperative farms.

1976. Boumedienne drafts the National Charter; the
constitution is promulgated.

1977. Boumedienne’s death sets off a struggle within
the FLN to choose a successor. Colonel Chadli Bendje-
did is sworn in on 9 February 1979.

1980. The First Five-Year Plan (1980-84) and Second
Five-Year Plan (1985-89) aiming at diversifying the
economy are adopted.

1985. The 1985-89 Four-Year plan places greater em-
phasis on agriculture and decreased central planning.

1987. The Ministry of Planning is abolished.
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1988. Popular protests break out; government declares
state of emergency.

1989. New constitution promising pluralism is
adopted. Abbassi Madani and Ali Belhadj found the Is-
lamic Salvation Front (FIS).

1991. Government cancels national elections. FIS
wages rebellion against the state.

1992. Parliament is dissolved.

1999. President Bouteflika announces national recon-
ciliation plan to end the civil conflict.

FUTURE TRENDS

Algeria entered the 21st century under a cloud of
economic uncertainty. For much of the century, state con-
trol of the economy and the government’s experiment
with socialism has left the economy in shambles. The
economic reform program waged in the early 1990s has
set the stage for partial economic recovery, however.
Some progress has been achieved in terms of improving
transparency, cutting budget expenditures, updating leg-
islation, and liberalizing the telecommunications market.
Wide-ranging structural reforms have also been achieved.

The pace of Algeria’s economic reform program,
however, has been rather slow. Despite major reform ef-
forts, the public sector continues to be a major force in
the economy. Long-term challenges include servicing the
country’s huge external debt, further privatizing state-
owned enterprises, and attracting foreign investment.
More importantly, the government is faced with the
daunting challenge of improving living standards, which
have steadily declined over the last few decades, and cre-
ating new job prospects for Algeria’s youth, who account
for over 50 percent of the population. If left unresolved,
the problem of unemployment in particular may poten-
tially become a renewed source of political instability and
a credible challenge to the regime. Much work is also
needed on the political front. The government will have
to improve the unstable security situation in the country
to attract foreign investments. To that end, it has to find
a way to end the cycle of violence waged by Islamic in-
surgents since 1991, which has become a major obstacle
to foreign investments and economic recovery.

DEPENDENCIES

Algeria has no territories or colonies.
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CAPITAL: Luanda.

MONETARY UNIT: The currency of Angola is the
nova kwanza (Kzr). One Kzr equals 100 centimos.
Notes are in denominations of Kzr5, 10, 50, and
100. Coins are in denominations of Kzrl, 2, 5, and
100, as well as 10, 20, and 50 centimos.

CHIEF EXPORTS: Crude oil, diamonds, refined
petroleum products, gas, coffee, sisal, fish and fish
products, timber, cotton.

CHIEF IMPORTS: Machinery and electrical equip-
ment, vehicles and spare parts, medicines, food,
textiles, military goods.

GROSS DOMESTIC PRODUCT: US$11.6 billion
(purchasing power parity, 1999 est.).

BALANCE OF TRADE: Exports: US$5 billion
(f.o.b., 1999 est.). Imports: US$3 billion (f.o.b.,
1999 est.).

COUNTRY OVERVIEW

LOCATION AND SIZE. Angola is located in southern
Africa, and borders the South Atlantic Ocean, Namibia,
Zambia, and both Congos—the Democratic Republic of
Congo and the Republic of the Congo. Angola has a to-
tal area of 1,246,700 square kilometers (481,351 square
miles). It has a coastline of 1,610 kilometers (1,000 miles)
on the South Atlantic Ocean. Comparatively, the area is
slightly less than twice the size of Texas. The capital of
Angola, Luanda, is located on the north-central coastline.
The highest point in Angola is Morro de Moco at 2,620
meters (8,596 feet). Angola also includes the exclave of
Cabinda (an exclave is an area of land that is part of an-
other country but separated physically from that coun-
try). A province of Angola, Cabinda’s size is roughly
7,300 square kilometers (2,800 square miles), and it lies
south of the Republic of Congo on the Atlantic coast.

POPULATION. The population of Angola was estimated
by the CIA to be a little over 10 million in July 2000, al-
though the World Bank put the figure at 12.4 million for
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1999. These organizations also believe that the annual
population growth rate decreased from 3.2 percent in
1995 to 2.9 percent in 1999. The growth rate for the year
2000 was estimated at 2.15 percent. In 2000 the birth rate
stood at 46.89 births per 1,000, while the death rate was
25.01 per 1,000.

The population of Angola is very young. Only 3 per-
cent of the population is over 65 years of age. About 54
percent of the population is between 15-64 years old,
and 43 percent is below the age of 15. The life expectancy
at birth for women is about 39 years and about 37 years
for men.

The population density in 1995 was 8.8 people per
square kilometer (18.1 people per square mile). The ur-
ban population has increased slowly but steadily from 31
percent in 1995 to 33.6 percent in 1999. The illiteracy
rate in Angola is very high; only 42 percent of people
over the age of 15 can read and write. There is a signif-
icantly higher number of men who are literate than
women (56 percent versus 28 percent).

OVERVIEW OF ECONOMY

Angola’s economy is in disarray due to the near-
continuous warfare that has been ongoing in the coun-
try since independence in 1975. The National Union for
the Total Independence of Angola (UNITA) and the
Popular Movement for the Liberation of Angola (MPLA)
have struggled for control of Angola and its abundance
of natural resources since Portugal relinquished its con-
trol of the nation in 1975. Although the MPLA has man-
aged to stay in power for most of Angola’s history, the
effort it expends in fighting UNITA and other hostile
forces prevents it from developing Angola’s economy.
The government is likewise hindered by the fact that
UNITA controls much of Angola, including its valuable
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diamond mines, the profits of which go towards UNITA’s
military efforts rather than the development of a stable
economy. The result is that Angola is among those na-
tions with the lowest output per capita in the world. GDP
per capita in 1999 was estimated by the CIA World
Factbook at US$1030, figured according to purchasing
power parity.

The dominant force shaping Angola’s economy to-
day is oil and oil-related activities. These are essential to
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the economy of the country and contribute about 45 per-
cent to GDP and 90 percent of exports. Thanks to oil pro-
duction, the economy grew by 4 percent from 1998 to
1999. U.S. oil companies have invested heavily in An-
gola’s oil production. In 1997, the United States bought
70-80 percent of all Angola’s oil. In 2000, 7 percent of
all U.S. petroleum came from Angola. This is expected
to rise to 10 percent within 8 years. Unfortunately, the
continual warfare has stifled investment in all other sec-
tors. Diamonds are an important export product, but
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UNITA'’s control of this valuable resource limits its pos-
itive impact on the nation’s economy.

Subsistence agriculture provides the main livelihood
for 85 percent of the population, but larger-scale farm-
ing is difficult in Angola’s landmine-ridden countryside.
These mines remain throughout the country and hamper
any development of the agricultural sector, even though
the country itself is fertile. As a result, much of Angola’s
food must be imported. Coffee is one product that could
be a large export opportunity, but the presence of so many
minefields makes this development problematic.

Angola is severely indebted. The burden of debt on
each Angolan is 3 times higher than the average for Africa.
In 1999 the total outstanding debt was US$10.5 billion,
more than two-thirds of which was owed to private cred-
itors. In 1995 international donors (the World Bank, the
European Union, and the United Nations’ specialized
agencies are the leading multilateral donors) pledged over
US$1.0 billion in assistance to Angola. However, these
funds have been held back because of the stalemated peace
process between the MPLA and UNITA.

POLITICS, GOVERNMENT,
AND TAXATION

MPLA and UNITA began by fighting a common
enemy—Portugal—for Angola’s independence in 1961.
They formed a coalition government along with the Na-
tional Front for the Liberation of Angola (FLNA) follow-
ing Portugal’s decision to grant Angola independence on
11 November 1975, but the differences between the groups
resulted in the coalition’s disintegration before indepen-
dence was achieved. The failure of the coalition govern-
ment set the stage for a civil war that continued to plague
the nation into the 21st century. UNITA, backed by the
United States and South Africa, fought MPLA, backed by
the Soviet Union and Cuba in a Cold-War showdown.
However, the MPLA forces gained the victory when they
overpowered major UNITA strongholds, and earned
recognition from the Organization of African Unity (OAU)
as the official government of Angola in 1976.

However, MPLA’s hold on the government was far
from secure. UNITA continued operating from southern
Angola and from Namibia to topple MPLA; both South
Africa and Cuba remained involved in Angola’s war-
battered landscape as military presences. With so many
countries and factions involved in the war, a peace agree-
ment seemed impossible until the thawing of the Cold
War in 1988 resulted in the withdrawal of South African
and Cuban troops from Angola. The first free elections
in 1992 gave a narrow victory to the MPLA (which then
became the Government of the Republic of Angola,
GRA), but UNITA alleged voter fraud and did not ac-
cept the results. Fighting broke out once more and
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UNITA gained control of 75 percent of the country. How-
ever, the international community condemned UNITA’s
failure to honor the election results and recognized the
MPLA government as the legitimate power. The 1994
Lusaka Protocol attempted to broker a peace agreement
between UNITA and MPLA, but not even the 6,000
peacekeeping troops installed in Angola by the United
Nations in 1995 could stop continued fighting. By 1999
the United Nations withdrew its peacekeeping force and
acknowledged the failure of the Lusaka Protocol.

The governmental structure of Angola is considered
to be in transition pending the settlement of the civil war.
In the country’s first elections following independence,
Jose Eduardo Dos Santos, the head of the MPLA, was
elected under a one-party system. The 1992 elections
were designed to elect the president by popular vote and
the 220-seat National Assembly by proportional vote,
with both president and legislators to serve 4-year terms.
UNITA, led by presidential candidate Jonas Savimbi,
contested the 1992 elections after winning 40.1 percent
of the vote. Since that time the official government has
been led by the MPLA with no new elections.

INFRASTRUCTURE, POWER,
AND COMMUNICATIONS

Due to the extensive warfare, most of Angola’s in-
frastructure has been destroyed. Millions of land mines
were laid, and efforts to remove them have so far made
little progress. Not only do these vast numbers of mines
hamper the building of an infrastructure of extensive
road networks, but they continue to maim and kill civil-
ians. There are 19,156 kilometers (11,903.5 miles) of
paved roads and a total of 2,952 kilometers (1,834.4
miles) of rail tracks. There are 32 airports with paved
runways and 217 with unpaved runways. However, the
condition of these airfields varies, and mines are a prob-
lem here as well.

Transportation in general is a problem in Angola. Per-
haps no sector has suffered more than transportation from
the war. Roads, railways, and bridges have been severely
damaged. Ports are run-down and antiquated. More than
60 percent of the paved road network needs repair. The
estimation of the Angolan government is that it will take
10—15 years to restore the road network to the status prior
to the war. However, this presumes an end to the fight-
ing, without which the road infrastructure will take con-
siderably longer to recreate. The road, railway, and bridge
networks are essential for the other economic sectors to
grow. They will link the main cities in the country and
get the products from one end of the country to the next.

The continued political violence and fighting is the
reason for the lack of external investment in Angola. How-
ever, when stability returns, the lack of an infrastructure
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Communications
Cable Personal
Country Newspapers Radios TV Sets® subscribers® Mobile Phones® Fax Machines® Computers® Internet Hosts” Internet Users®

1996 1997 1998 1998 1998 1998 1998 1999 1999
Angola 1 54 14 N/A 1 N/A 0.8 0.00 10
United States 215 2,146 847 2443 256 78.4 458.6 1,508.77 74,100
South Africa 32 317 125 N/A 56 35 474 33.36 1,820
Dem. Rep. of Congo 3 375 135 N/A 0 N/A N/A 0.00 1
2Data are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
®Data are from the Internet Software Consortium (http://www.isc.org) and are per 10,000 people.
SOURCE: World Bank. World Development Indicators 2000.

will be a major factor hindering economic development.
Building an infrastructure is essential for the country’s
further development of other economic areas such as
agricultural products, of which Angola used to be a net
exporter.

There are about 60,000 telephone main lines in use
(1995). The telephone system is limited mostly to gov-
ernment and business use. Radio telephones are used ex-
tensively by the military. There are 2 Internet service
providers in the country (1999), but the level of personal
computer ownership is very low (0.8 per 1,000 in 1998).
There are also very few televisions in Angola, with only
14 sets per 1,000 people in 1998.

ECONOMIC SECTORS

Angola’s total labor force for 1997 was estimated
at 5 million, with 85 percent of the workforce engaged

Angola
GDP-COMPOSITION BY SECTOR-1998 est.

Agriculture 13%

Services 34%

Industry 53%

SOURCE: CIA World Factbook 2000 [Online].

in agriculture, and industry and services with 15 percent.
Despite the large segment of the population in agricul-
ture, it contributed only 13 percent to GDP in 1998. In-
dustry contributed 53 percent, and services provided 34
percent of GDP in the same year, according to the CIA
World Factbook.

The most important industries are petroleum, dia-
monds, fish, and fish processing. Other significant indus-
tries are iron ore, phosphates, feldspar, bauxite, uranium,
gold, cement, basic metal products, food processing, brew-
ing, tobacco products, and sugar textiles.

Agricultural products include bananas, sugarcane,
coffee, sisal, corn, cotton, manioc, tobacco, vegetables,
plaintains, livestock, forest products, and fish. The most
important of these agricultural products for export are
coffee, sisal, timber, and cotton. However, agricultural

Angola
LABOR FORCE-BY OCCUPATION

Industry &
Services 15%

Agriculture 85%

TOTAL LABOR FORCE 5 MILLION

SOURCE: CIA World Factbook 2001 [Online]. Data for 1997 est.
Percent distribution for 1997.
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production in Angola has been severely reduced by the
civil war. The majority of agriculture is now subsistence
farming. The industrial sector has likewise been reduced,
with oil as the sector’s only growing industry. This is im-
portant for the economic development of Angola, but is
not enough to create sustainable development, and leaves
Angola’s economy vulnerable to fluctuating oil prices.

AGRICULTURE

Agricultural production is the sector that contributes
the least to Angola’s economy, a mere 13 percent of the
GDP. Prior to the civil war in 1975 Angola was self-
sufficient in food production and was a major exporter
of agricultural products. The two most important prod-
ucts for export prior to the war were coffee and sisal.
Angola was the second-largest producer of coffee in
Africa and the fourth-largest in the world in 1974. To-
day only 3 percent of all arable land is being cultivated.
There are two crucial reasons for this. First, large num-
bers of refugees have fled the country due to constant
fighting, leaving the land uncultivated. Secondly, the vast
amounts of anti-personnel mines that have been buried
throughout the countryside make it difficult to cultivate
the land again. This is unfortunate because Angola has
the potential to grow a huge range of both semi-tropical
and tropical crops. With continued fighting, Angola can-
not fulfill its promise as a major agricultural producer.

COFFEE. There have been attempts at coffee production
during the conflict, but continued fighting has made the
sector’s recovery impossible. There are several advantages
to focusing on coffee production in Angola. First, it is an
area where Angola can compete in the global market,
hence supplementing oil as a major income generator. Sec-
ond, Angolans have a lot of experience in the production
of coffee. Third, the fertile land is well disposed to the
cultivation of coffee. Today, the coffee industry is mori-
bund. The U.S. Department of Agriculture estimates An-
gola’s total coffee production for 2001 will be 65,000 bags
of coffee (each weighing 60 kilograms). This is up slightly
from 55,000 bags for the previous year. In contrast, Mex-
ico was expected to produce 5.8 million bags, and Kenya’s
production was estimated at 1.1 million for 2001. Angola
is not even on the list of the top 35 suppliers of coffee to
the United States.

FISH AND FISH PRODUCTS. The fishing industry in
Angola prior to the war was very important, and annual
catches were about 600,000 tons. This shrank to only
35,000 tons during the war, but began to rise from 1993,
when the catch was 122,000 tons, and this trend has con-
tinued. Angola has been building up its fishing fleet with
the support of Spain, Italy, Portugal, and the Arab Bank
for African Economic Development (BADEA). The
World Bank helped the Angolan government set up the

Worldmark Encyclopedia of National Economies

Angola

Angolan Support Fund for Fisheries Development. An-
gola has a long coastline which is especially rich with
sardines, tuna, and mackerel. There is great potential for
continued expansion in this sector.

INDUSTRY

Industry is the most important sector in Angola’s
economy, accounting for 53 percent of the GDP. The 3
important industrial sectors are mineral resources, en-
ergy, and manufacturing, the former two being by far the
most significant. All of these were severely affected by
the war, but since 1994 have increased significantly.

MINERAL RESOURCES. Angola has vast deposits of a
large variety of mineral resources including diamonds,
gold, iron ore, phosphates, copper, lead, and zinc. How-
ever, the most important mineral with respect to export
is diamonds. Prior to 1975 Angola was the fourth-largest
diamond producer in the world, but this dropped during
the war because of large-scale theft, smuggling, and
transportation problems. UNITA controls the majority of
the diamond-producing land, which has added to the gov-
ernment’s problems in controlling the diamond trade. In
1992 Angola exported diamonds worth $250 million.
While diamond exports are increasing, they have not
reached pre-war levels. With a stable peace agreement
there should be no obstacles keeping Angola from reach-
ing and exceeding former export levels.

Apart from diamonds, Angola’s resources are vast,
but largely untapped. The Angolan government’s efforts
to promote private investment led it to abolish the previ-
ously state-held monopoly of mineral rights. (This began
on a small scale in 1986 in relation to diamonds). Min-
ing ventures can consequently be privately held. How-
ever, the continued conflict makes it difficult to attract
private investment, and these resources remain untapped.

ENERGY. Angola is a regional player in energy produc-
tion. Angola co-ordinates the energy policy for the
Southern African Development Co-ordination Confer-
ence (SADCC), and its energy secretariat is based in Lu-
anda. Energy production is essential for Angola, with 90
percent of the country’s total exports coming from oil.
In 2000 oil contributed 45 percent to the GDP of the
country. Energy is the only sector that expanded through-
out the 1980s, during the war. The oil industry is run by
the Angolan state oil firm Sonangol, in conjunction with
foreign oil companies. Angola is the second-largest pro-
ducer of oil in sub-Saharan Africa and provides 7 per-
cent of all U.S. oil imports. The United States is the main
purchaser of Angolan oil, buying some 70-80 percent of
all oil exports.

New oil reserves are being discovered regularly, and
faster than the country’s reserves can be depleted. Foreign
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companies have not been deterred from investing in An-
gola’s oil industry irrespective of the warfare. The oil in-
dustry is viewed as an attractive investment opportunity
that offers the oil companies favorable geological condi-
tions, low operating costs, and co-operation from the An-
golan government. The total foreign investment in oil
production in the 1980-86 period was US$2.7 billion.
The investment level in the next 3 years was US$2 bil-
lion, with US$4 billion invested between 1993 and 1997.

Hydroelectric power has been a priority of the An-
golan government. In 2000 75.03 percent of the electric-
ity produced was hydro-generated. Several large rivers
flow through the country and give an enormous potential
for hydroelectricity. The current generating capacity ex-
ceeds demand locally and output is increasing. This
makes Angola a potential regional exporter of hydro-
electric energy. However the power supply has been ir-
regular, partially due to sabotage by the warring factions,
and a deteriorating infrastructure due to poor mainte-
nance and lack of investment. However, the potential for
regional export is vast when stability returns, even though
Angola exported no electricity as of 1998.

MANUFACTURING. Angola had about 4,000 manufac-
turing enterprises before the civil war, which employed
200,000 people. However, this was significantly reduced
by the onset of the war. The only products that are man-
ufactured and exported from Angola today are cement
and refined petroleum products. There is potential for es-
tablishing the pre-war levels of production, but this will
require stability and outside investment. It would also ne-
cessitate the creation of an infrastructure. Hence, invest-
ment in oil and diamonds will for a long time be more
interesting to outside investors than Angola’s manufac-
turing sector.

SERVICES

Services in Angola are not very developed, again a
direct consequence of the war. The government has be-
gun to encourage investment in tourism. However, with
the continued strife and breached peace agreements it is
doubtful whether such projects will take place. Foreign
investors will shy away from investing in tourism in such
a volatile society. Not only will it take substantial time
before there will be investors in tourism, but the entire
infrastructure to support such an expansion is at present
lacking. The willingness of tourists to go to such an area
is also in doubt. Financial and human services are in a
similar state of disarray.

INTERNATIONAL TRADE

In 1999 Angola exported a total of USS$5 billion
worth of goods and services and imported US$3 billion
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worth. Due to Angola’s colonial past, its primary trading
partner has historically been Portugal. Today, Portugal is
still a primary trading partner from which 20 percent of
Angola’s commodities are imported. The United States
and South Africa are other major sources of imports for
Angola, providing 17 percent and 10 percent, respec-
tively. However, the United States is the major source of
Angolan exports with 63 percent of all exports; 9 percent
of exports going to the Benelux countries (Belgium, the
Netherlands, and Luxembourg), and China, Chile, and
France are also important sources of exports.

MONEY

In 1990 the Angolan government changed the cur-
rency from the kwanza to the nova kwanza. This was
done to reduce the money supply and force prices down
in the informal sector, which operated parallel to the
more regulated conventional market. This measure was
taken to satisfy requirements of the World Bank, the IMF,
and other financial institutions as part of the reforms that
these institutions see as essential to higher growth and
poverty reduction in Angola. A devaluation followed in
which the official value of the kwanza was cut in half.
In order to control the foreign exchange in circulation, 4
different exchange rates were applied in the banking sys-
tem. Privatization was also introduced gradually be-
cause of pressure from international financial institutions.
This liberalization process was stopped in 1992 due to
resumption of the war.

Angola’s financial woes heightened in 1994 and the
government renewed its reform efforts. Since 1993 there
has been a 25 percent decline in real GDP. In 1994 the
government’s budget deficit was US$872 million. The
central bank attempted to address these deficits by in-
creasing the money supply, but this raised inflation to
1,838 percent in Luanda in 1993, in 1995 inflation had
reached 3,700 percent. In 1994 another adjustment pro-
gram was attempted. However, this was made more dif-
ficult by the development of a robust informal sector with

Exchange rates: Angola

kwanza per US$1

Jan 2001 17,910,800
2000 10,041,000
1999 2,790,706
1998 392,824
1997 229,040
1996 128,029

Note: In December 1999 the kwanza was revalued with six zeroes dropped
off the old value.

SOURCE: CIA World Factbook 2001 [ONLINE].
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its own credits and expenditures which were outside the
control of the Ministry of Finance. In 1994 as much as
60 percent of the income of the state was outside trea-
sury accounts.

There has yet to be any economic stabilization in An-
gola. There are 2 reasons why it might continue to be dif-
ficult to obtain even with a peace process. First, military
expenditures will remain high because of the previous
history of broken peace processes, in addition to the in-
volvement of other countries in the conflict. Second,
strong adjustment policies may antagonize the popula-
tion, because they may want to see change come about
quicker than is practically feasible.

The nova kwanza has dropped in value against the
U.S. dollar for several years. In 1995, the official rate
was Kzr2,750 to the dollar, and by January 2000, the rate
had risen to Kzr577,304 to the US$1.

POVERTY AND WEALTH

The vast majority of Angolans live in poverty, while
the political elites are very wealthy. Access to goods for
the poor and the rich is very different. For years there
has been a shortage of consumer goods, and the gov-
ernment sought to obtain fair distribution via lojas do
povo (people’s stores). However, only about 15 basic
commodities were available, and in practice the shelves
were often empty. The elites on the other hand had ac-
cess to lojas de responsaveis (stores for high-ranking peo-
ple) and lojas francas (free shops) where they could buy
goods with foreign currency only. Economic policies
were faltering and this made it more difficult for people
to make ends meet both in rural and urban areas. There-
fore, a parallel economy grew rapidly after independence.

An estimated three-quarters of economically active
people have been involved in the informal economy.
There are 2 main elements of the informal economy:
rural, subsistence agricultural production (which occu-
pies 85 percent of the population) and the urban parallel
market, a system of exchange outside regulated channels.
However, due to the lack of infrastructure and war con-
ditions, there has been little integration of these two as-

GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Angola N/A 698 655 667 527
United States 19,364 21,529 23,200 25,363 29,683
South Africa 4,574 4,620 4,229 4113 3,918

Dem. Rep. of Congo 392 313 293 247 127

SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.
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pects of the informal sector. Therefore, the urban mar-
kets tend to rely on imports.

WORKING CONDITIONS

The working conditions in Angola are tightly con-
nected with the war and the development of dual
economies. Wages were nominal after the war began and
therefore could not serve to ensure access to consumer
goods. There is also vast unemployment, which affects
more than half of the population. In addition, 25 percent
of the population depended upon humanitarian aid for
survival in 1996.

Most Angolans are active in the informal sector. This
mainly consists of subsistence farming and urban mar-
kets. Since this economy is informal there are no laws to
protect the workers or unions. The effect of the war has
resulted in 1.5 million internal refugees. Workers in the
mines in UNITA-held territories extract diamonds to sell
in support of their cause.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1575. Portuguese settlement established at Luanda.

17TH CENTURY. Portugal controls the slave trade from
its base in Angola, though the Dutch, French, and
British began to establish a presence on the African
continent.

1836. The export of slaves is banned.

1850s. Angola’s exports are dominated by ivory, wax,
and rubber.

1912. Alluvial diamond mining becomes an important
industry in northeast Angola.

1930. With the Colonial Act of 1930, Portugal mod-
ernizes Angola’s economy and binds it to that of Portu-
gal by a system of protective tariffs.

1956. The Popular Liberation Movement of Angola
(MPLA) is founded. It is supported by the Soviet
Union.

1957. The National Front for the Liberation of Angola
(FNLA) is founded. It is supported by the United
States.

1961. A major revolt against Portuguese rule erupts in
northern Angola, followed by a long guerrilla war.

1966. Political leader Jonas Savimbi breaks from the
FNLA and sets up the National Union for the Total In-
dependence of Angola (UNITA). UNITA, FNLA, and
MPLA all fight a guerrilla war against Portuguese
forces.
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1975. Portugal releases its claim to Angola, and inde-
pendence is declared. A government is established,
consisting of the 3 nationalist groups and a Portuguese
representative. However, this government collapses and
civil war ensues. Over the next 25 years the MPLA
acts as official government, and the coalition of
UNITA/FNLA has been in rebellion. The MPLA is
backed by the U.S.S.R. and Cuba, while UNITA and
the FNLA are backed by the United States, the United
Kingdom, and South Africa. The civil war claims a to-
tal of 500,000 lives by 2000.

1981. An undeclared war with South Africa begins. Its
origins lie in the refusal of South Africa to grant inde-
pendence to Namibia and South Africa’s struggle
against the nationalist groups in Namibia fighting
against South African rule.

1989. The United Nations monitors the withdrawal of
Cuban troops.

1991. The government and UNITA conclude a peace
agreement.

1992. The Forcas Armadas Populares de Libertacao de
Angola (FAPLA) and UNITA forces are disbanded and
a new national army established. Elections are held,
and the MPLA wins a narrow majority. Refusing to ac-
cept the results of the elections, UNITA forces resume
fighting.

1993. The UN sponsors peace talks amidst continued
fighting.

1999. It is estimated that there are 1.5 million refugees
inside Angola displaced by the civil war.

FUTURE TRENDS

The future of Angola’s economy depends entirely
upon a cessation of hostilities and the creation of a sta-
ble and secure environment. If this does not happen, An-
gola will continue to have a low GDP regardless of the
vast resources it possesses. However, due to the destruc-
tion of the infrastructure and the immense problem with
land mines, there will be huge problems to overcome even
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if the war is ended. Infrastructure is necessary for ex-
pansion of the mining industry and agricultural produc-
tion. The removal of mine fields will take huge resources.
Both of these objectives will take a long time to achieve
and have a high cost. Therefore, even with the creation
of a stable and secure society it will take a long time be-
fore Angola can begin to tap its vast resources. An addi-
tional problem is that Angola is one of the most indebted
countries in the world. Unless there is a substantial debt
reduction the possibilities of rebuilding Angola’s econ-
omy are slim, irrespective of cessation of hostilities.

DEPENDENCIES

Angola has no territories or colonies.
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CAPITAL: Porto-Novo.

MONETARY UNIT: Communauté Financiere
Africaine franc (CFA Fr). One franc equals 100
centimes. There are coins of 1, 2, 5, 10, 25, 50, 100,
and 500 CFA Fr. There are notes of 50, 100, 500,
1,000, 5,000, and 10,000 CFA Fr.

CHIEF EXPORTS: Cotton, crude oil, palm products,
cocoa.

CHIEF IMPORTS: Foodstuffs, tobacco, petroleum
products, capital goods.

GROSS DOMESTIC PRODUCT: US$6.6 billion
(purchasing power parity, 2000 est.).

BALANCE OF TRADE: Exports: US$396 million
(f.0.b., 1999 est.). Imports: US$566 million (c.i.f.,
1999 est.).

COUNTRY OVERVIEW

LOCATION AND SIZE. Benin is a slim, rectangular
country situated in West Africa. Benin has a narrow
100-kilometer (62-mile) coastline along the Bight of
Benin, in the Atlantic Ocean. The country is bordered to
the west by Nigeria, to the north by Niger and Burkina
Faso, and to the east by Togo. Benin has a land area of
112,622 square kilometers (42,985 square miles), mak-
ing it slightly smaller than the state of Pennsylvania. Both
the capital, Porto-Novo, and Cotonou, the largest city, are
located on the coast in the southeast of the country.

POPULATION. The population was estimated at 6.4 mil-
lion in mid-2000. The relatively high population growth
rate of 3.3 percent from 1992 to 1996 has led to a young
population age profile, with 47 percent below the age of
15, 50 percent aged between 15 and 64, and only 3 per-
cent 65 and over. The birth rate was 45 per 1000 in the
year 2000, and the death rate was 15 per 1000.

The principal ethnic groups are the Fon (42 percent),
the Adja (15.6 percent), and the Yoruba (12.1 percent)
in the south, and the Bariba (8.6 percent), the Otamari
(6.1 percent), and the Peulh (6.1 percent), who live fur-
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ther north. Some 40 other groups are identifiable. Around
70 percent of the population follow traditional indigenous
beliefs, 15 percent are Muslim, and 15 percent Christian.

Roughly 38 percent of the population live in towns
(1995 estimates), double the 1990 census figure of 16
percent. Approximately 54 percent of urban dwellers
have sanitation facilities. Infant mortality is high at 140
per 1000 births, but down from 205 per 1000 births in
1980 (by way of comparison, in the United States, infant
mortality is 7 per 1,000).

OVERVIEW OF ECONOMY

Benin is one of the 30 or so poorest countries in the
world. Gross domestic product (GDP) per capita mea-
sured with the purchasing power parity conversion
(which makes allowance for the low price of many ba-
sic commodities in Benin) was estimated to be US$1,030
for the year 2000. The economy is heavily dependent on
agriculture, which employs approximately 80 percent of
the population. Crops are grown for export as well as do-
mestic consumption. Industry is relatively underdevel-
oped and restricted mainly to simple import substitu-
tion products and basic agro-industrial processes.

Successive governments have struggled to tighten
the country’s economic and fiscal performance at the re-
quest of the International Monetary Fund (IMF) and the
World Bank, while dealing with trade union pay de-
mands. Benin entered agreements with the IMF in 1989
to introduce reforms. Though progress has been slow and
is hindered by political infighting, there have been sig-
nificant changes in the economy as a result of these re-
forms. In 1991-96 the government privatized or liqui-
dated 100 state enterprises including cement, textiles,
brewing, tobacco, and petroleum enterprises. The insur-
ance sector has been liberalized, leading to increased
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competition. There has been significant foreign invest-
ment in telecommunications. Cotton production is also
opening up to private investment. However, the IMF has
continued to press for further privatization’s of state-run
enterprises, including the major utilities such as electric-
ity and water, as well as postal services and telecommu-
nications. Privatization has significantly decreased the
proportion of government spending. Since the collapse
of the government in 1989 and the restoration of multi-
party democracy with the introduction of the new con-
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stitution in 1990, there has been increased investment
from overseas, and a resumption of donor lending.

Monetary policy is controlled by membership of
the Union Economique et Monetaire Ouest-Africaine
(UEMOA,) and Benin is also a member of the African
Franc Zone, which consists of those countries that use the
CFA franc for their national currencies. Membership lim-
its government borrowing and credit creation and sets in-
terest rates as well. The UEMOA oversaw a 50 percent
devaluation of the CFA franc in 1994, which increased
the prices received by producers for exports. Local pro-
duction recovered, and GDP growth rose to about 5 per-
cent a year in the late 1990s. The other effect of the CFA
franc devaluation was that it led to inflation rising to 38
percent in 1994 and 14 percent in 1995. Inflation then fell
to 4.9 percent in 1996 and 3.5 percent in 1997. It rose once
more in 1998 to 5.7 percent due to wage increases, cereal
crop shortages, and the energy crisis caused by the drought
in Ghana. Inflation fell again in 1999 to 3 percent.

Agriculture has been the main economic growth sec-
tor. Cotton production grew over 300 percent from 1990
to 1997. However, cotton production has been affected
adversely by falling prices and management problems.
Gasoline production stopped in 1998, but rehabilitation
is under way due to the recent rise in world oil prices. In
1998 a drought in Ghana led to a serious setback in eco-
nomic growth due to interruption of Benin’s electricity
supply, which caused much industry to close. Electricity
supplies returned to normal in 1999.

The U.S. State Department states: “the most daunt-
ing obstacle to economic development . . . is the perva-
sive and increasing level of corruption throughout soci-
ety. Corruption impacts virtually all aspects of social,
economic, and political life in Benin. Inefficient and un-
motivated government bureaucracies, even when not
overtly corrupt, also make it extremely difficult for for-
eign businesses to conduct operations in Benin.” The gov-
ernment agreed in 2001 to increase plans to end corrup-
tion, but the effect of these measures is not yet clear.

POLITICS, GOVERNMENT,
AND TAXATION

Benin (once known as Dahomey) became a French
colony in 1900 and was granted independence in 1960.
Since that time it has experienced severe political turbu-
lence. Hubert Maga, elected under a multi-party system
and the country’s first president, was ousted in a coup (a
domestic military takeover of a government) in 1963, and
regular changes of government then ensued until another
coup in 1972 brought General Kerekou to the presidency.
In 1974 Marxism-Leninism (the political and economic
doctrines of Karl Marx and Vladimir Ilyich Lenin) became
the country’s official ideology. Major companies, banks,
and offices were nationalized. Corruption followed and
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the economy contracted so sharply that the government
was unable to pay wages, which led to strikes and even-
tually to a crisis in 1989. Kerekou convened a national
conference of leading politicians, including opposition rep-
resentation, later in 1989, which resulted in the creation of
a multi-party democracy. A new constitution was adopted
after a referendum in 1990. Legislative and presidential
elections were held in 1991, and in a contest with Kerekou,
Nicephore Soglo was elected president with 67 percent of
the vote. Since the creation of the new constitution in 1990,
Benin has, according to the U.S. State Department, been
viewed as “a democratic model not only for its West
African region but even for the entire continent.”

Soglo became unpopular due to the persistence of eco-
nomic problems—the inability of the government to pay
salaries, high inflation, and shortages of basic commodi-
ties—and he succeeded in alienating his supporters such
that he lost the 1996 election to Kerekou. In the meantime,
Kerekou had renounced his military title, developed a new
tolerance for the free market economy, and expressed his
determination to combat corruption. Despite opposition
from 16 other candidates, and a second round run-off (from
which Soglo withdrew), Kerekou was successful at the
polls in 2001 and secured another presidential term.

The 1990 constitution instituted a 5-year presidency,
with the president eligible for re-election only once. The
president has executive power and can suspend parlia-
ment with court approval. The members of the 83-seat
assembly serve a 4-year terms. The position of prime
minister (created in 1996) was dissolved in 1998 due to
conflict between the president and the prime minister
over executive powers.

Currently the main parties are fragmenting, leading to
the formation of unstable coalitions, which has also de-
creased the effectiveness of the parliament. This dissen-
sion is likely to continue in the near future. Mr. Kerekou’s
coalition and the opposition are roughly equally repre-
sented in the assembly, meaning that the smaller parties
can decide the parliamentary majority by aligning with one
side or the other. Such tactical alliances have succeeded in

Benin

blocking much government legislation. The trade unions
are very powerful and are able to challenge the govern-
ment’s economic and fiscal policies through strikes, which
also tend to lead to civil unrest and severe economic losses.

Benin raises less than 10 percent of the GDP in tax
revenue and receives a further 2 percent in surpluses from
state-owned enterprises, mainly monopolies. About 50
percent of government spending goes to social services
(which includes health and education), about 14 percent
on the armed forces, and the remainder is absorbed by
general public sector administration. The military is an
important influence in political life, and it has seized
power though coups on several occasions. The relatively
high level of spending on the military is an attempt to
prevent alienation of the armed forces.

INFRASTRUCTURE, POWER,
AND COMMUNICATIONS

There are 7,500 kilometers (4,660 miles) of roads and
tracks in Benin, only 20 percent of which are paved. The
coastal road that runs along the Lagos-Accra route is paved,
and travel between Porto-Novo and Cotonou is easy. Con-
tracts were awarded in 1998 for the construction of another
motorway from Cotonou to Porto Novo. A north-south road
forms a link to Burkina Faso and Niger. Development is
focused primarily on rehabilitation and feeder roads to al-
low farmers to market their crops more effectively.

There are 635 kilometers (394 miles) of railway line,
of which 579 kilometers (360 miles) are main lines. The
most important route is from Cotonou to Parekou (440
kilometers, or 273 miles), which provides an important part
of the link between Niger and Cotonou. The deep-water
port at Cotonou handles 2 to 2.5 million metric tons per
year and processes transit trade to Burkina Faso and Niger.
A World Bank study showed that the port was losing a po-
tential US$22 million per year in container operations due
to poor organization by the state handling company. Man-
agement and development of Cotonou Port is due to be
transferred to a private operator, while leaving equipment

Communications

SOURCE: World Bank. World Development Indicators 2000.

Cable Personal
Country Newspapers Radios TV Sets* subscribers®  Mobile Phones®  Fax Machines® Computers® Internet Hosts®  Internet Users®
1996 1997 1998 1998 1998 1998 1999 1999
Benin 2 108 10 N/A 0.2 0.9 0.04 10
United States 215 2,146 847 2443 78.4 458.6 1,508.77 74,100
Nigeria 24 223 66 N/A N/A 5.7 0.00 100
Togo 4 218 18 N/A 41 6.8 0.17 15

Data are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
®Data are from the Internet Software Consortium (http://www.isc.org) and are per 10,000 people.
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and installations in state hands. Cotonou International Air-
port carries 250,000 passengers per year. There are 4 sec-
ondary airports. The private Benin Inter-Regional Airline
was started in 1991 and provides local and regional flights.

In 1996 there were 30,000 telephone lines in Benin,
but expansion has been underway. A 1,500 kilometer mi-
crowave network currently connects 52 exchanges, and
an Intelsat station is being installed. In 1999 Alcatel (a
French company) and U.S.-based Titan won a US$60
million contract for fixed and mobile phone expansion
projects respectively. There are approximately 150,000
radio sets being used in Benin. Television broadcasts be-
gan in 1972, but the state monopoly over television ended
in 1997. In 1998, 35 radio licenses (including 13 com-
mercial station licenses) and 3 TV station licenses were
issued. There are 13 daily newspapers.

Most of the country’s energy for domestic use comes
from wood fuel. Electricity is produced and imported by
Communaute Electrique du Benin (CEB), Benin’s state-
owned electricity company. CEB relies heavily on
Ghana’s Akosombo dam for most of its electricity. How-
ever, this reliance produced a crisis during the 1998
Ghanaian drought, when Benin’s electricity supply was
severely affected. This difficulty has led to attempts to
diversify electricity production facilities and moves to
import generators. Togo and Benin also have a shared 65
megawatt (mw) station on the Mono River, although both
are still dependent on Ghana. A second 104 mw dam is
under construction on the Mono River.

ECONOMIC SECTORS

Agriculture (including hunting, forestry, and fishing)
employed roughly 80 percent of the workforce and gen-

Benin
GDP-COMPOSITION BY SECTOR-1997

Agriculture 34%

Services 52%

Industry 14%

SOURCE: CIA World Factbook 2000 [Online].
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erated 37.9 percent of the GDP in 1999. Cotton and palm
oil are the main exports, and the country is predominantly
self-sufficient in foodstuffs. Industry (including mining,
manufacturing, construction, and power) provided 13.5
percent of the GDP in 1999, while services contributed
48.6 percent.

AGRICULTURE

Problems in the agriculture sector arise from poor
transport, inadequate storage, and the inability of farm-
ers to provide legal evidence of land ownership as col-
lateral for loans. Despite these difficulties, agriculture has
expanded and developed since the 1994 CFA franc de-
valuation. In 1997 a project was started to rejuvenate the
collective farms, costing US$5 million and employing
2000 people over 5 years. The project will be run by the
private sector, with foreign management of some farms.

The oil palm is the most important tree crop in the
south, and the oil it produces has a wide variety of uses
in foodstuffs (especially margarine) and in industry (es-
pecially in soaps). Output in the 1970s and 1980s, how-
ever, fell due to drought, the overvalued franc, and low
world prices. In 2000 a pilot project aimed to raise yields
of coffee, cocoa, ground nuts (such as peanuts), and kerite
(shea nuts), all grown in the south.

Cotton, the main export, is normally grown in the
north. Higher producer prices after the 1994 devaluation
boosted output to 15,000 metric tons of lint (unprocessed
cotton fiber) in the 1997-98 season, though it fell again
in the 1998-99 season due to smaller yields and a finan-
cial scandal in Sonapra (the cotton parastatal). The cot-
ton price slump in 1999 means Sonapra might not be able
to find growers at current prices and might face being
sold to the private sector.

Food and livestock production accounts for 48 per-
cent of the total agricultural output. Smallholders produce
for domestic and regional markets. Maize and cassava are
grown in the south and sorghum, millet, and yams in the
drier north. Rice production is expanding rapidly and
reached 30,900 metric tons in the 1998-99 season with
help from a UN-backed program. Production was encour-
aged by Centre d’Action Regionale pour le Development
Rural (Center of Regional Action for Rural Development),
a government body set up to develop the rural economy.

In 1998 there were 1.3 million cattle, 6 million sheep,
1.1 million goats, and 5 million pigs in Benin. Cattle are
kept mainly in the north, but there have been attempts to
move production to the south. Livestock output meets 60
percent of the national requirements. Production is cur-
rently more competitive due to the 1994 devaluation of
the CFA franc. There is a long-term plan for the country
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to be self-sufficient in dairy products (as of 2001 Benin
imports 8,000 metric tons of dairy products each year).

The Office Nationale du Bois was established 1983
to develop timber production and to stop deforestation.
Plantations, mainly teak, covered 38,000 hectares in 1989
and further planting is planned. The fish catch is mainly
from inland waters, rivers, and lagoons. Fish production
is currently 12,000 metric tons per year, which meets 50
percent of domestic consumption.

INDUSTRY

In Benin there is no significant mining except for
limestone, which is used in cement production. Im-
provements in mining regulations have stimulated for-
eign interest in recent years. Gold mining has attracted
investment from 8 foreign companies and there are also
proven reserves of iron and phosphates.

In 1999 the government signed a contract with Ze-
tal Oil to rehabilitate the Sémé oil field at a cost of US$45
million. Sémé began production in 1982 and reached its
peak production in 1985 at 10,000 barrels per day. Pro-
duction ended in 1998 when low world prices and dwin-
dling reserves meant that the field was not economical.
Foreign companies (especially from the United States and
Canada) are exploring Benin for further viable fields.

In 1999 a US$17.9 million oil terminal opened in
Cotonou Port. The oil distribution company, Sonacop
(previously state-owned), was sold to the private sector
in 1999. Plans for a 1,000-kilometer gas pipeline from
Nigeria to Benin, Togo, and Ghana moved forward in
1999 when 2 international companies and 4 regional gas
boards signed a deal on the US$400 million project.

Manufacturing focuses on the processing of agricul-
tural products and the production of consumer goods.
The latter sector depends on imported inputs and was hit
hard by the 1994 currency devaluation. However, this im-
pact also meant the local raw material companies found
it easier to compete with imports.

Cotton led agro-industry in the 1990s. Ginning ca-
pacity expanded rapidly, and the country currently can
process 462,500 metric tons per year in 10 government-
owned plants and 6 private plants. Capacity could be in-
creased to 673,000 metric tons per year if the planned
expansion is carried out. Restructuring plans for the
government-owned plants are currently underway.

Palm oil has been in decline since the 1980s. Son-
icog runs 6 small palm oil mills, though only 3 have op-
erated in recent years. The sector is being restructured
with World Bank assistance for privatization. Food,
drink, and tobacco processing, as well as footwear man-
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ufacture and ceramics, form the basis of the import sub-
stitution sector.

SERVICES

After the collapse of several banks in 1998 and 1999,
the financial sector was completely overhauled, with the
liquidation of failed banks and the setting up of new pri-
vate sector institutions with assistance from France and
the World Bank. Benin’s banks include the Banque In-
ternationale du Benin, Ecobank, Bank of Africa-Benin,
and Financial Bank.

A regional stock exchange, the Bourse Regionale des
Valeurs Mobilieres (BRVM), was opened in 1998. It will
help improve the capital market by attracting local savings
and slowing capital outflow to Europe. The headquarters
of the stock exchange is in Abidjan, but all UEMOA mem-
bers have trading floors in their countries.

Tourism is in its infancy, and arrivals are usually
French citizens or backpackers exploring West Africa. At-
tractions are many: the former slave towns of Porto Novo
and Grand Popo, stilt villages and the lagoons around
Ganvie, the northern nature reserves including the Pend-
jari area, and the Parc West (on the border of Burkina
Faso and Niger). Hotel facilities vary in quality and avail-
ability, and outside Cotonou they provide only the basics.

INTERNATIONAL TRADE

There is a chronic international trade deficit, with
exports in 1999 valued at US$396 million, and imports
at US$566 million. However, the large number of un-
recorded transactions means that assessment is difficult,
mainly due to illegal cross-border trade with Nigeria.

Cotton is the most important export, followed by oil.
Re-exports (goods that are imported into Benin and then
sent to neighboring countries such as Burkina Faso and
Niger) account for one-third to one-half of total exports,
while food and capital goods account for one-quarter and
one-fifth of imports respectively.

Trade (expressed in billions of US$): Benin

Exports Imports
1975 .032 188
1980 .063 .331
1985 .150 .331
1990 122 .265
1995 414 .692
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.
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In 1999, France (38 percent), China (16 percent), the
United Kingdom (9 percent), and Cote d’Ivoire (5 percent)
were the main sources of imports for Benin. Currently,
Asia supplies rice and manufactured goods for regional
re-exports. Brazil (14 percent), Libya (5 percent), In-
donesia (4 percent), and Italy (4 percent) are the main des-
tination for exports, mainly cotton, in 1999.

MONEY

Benin is part of the 8-member UEMOA, and the
currency is the CFA franc. The Banque Centrale des
Etats de 1’ Afrique de 1’Ouest (BCEAO) issues currency
notes and regulates credit expansion. The CFA franc was
pegged at a fixed exchange rate to the French franc at
50:1 from 1948 but was overvalued in the late 1980s
and subsequently devalued to CFA Fr 100 to 1 French
franc in 1994. Since France joined European Monetary
Union, the CFA franc is tied to the euro at CFA
Fr655.959:Euro 1.

Benin is burdened with a huge foreign debt of more
than US$1.6 billion, although the country’s major cred-
itors are working with the Paris Club (an informal or-
ganization made of various creditor companies and
countries), the IMF, and the World Bank to help it man-
age its obligations.

Exchange rates: Benin

Communaute Financiere Africaine francs (CFA Fr) per US$1

Jan 2001 699.21
2000 711.98
1999 615.70
1998 589.95
1997 583.67
1996 511.55

Note: From January 1, 1999, the CFA Fr is pegged to the euro at a rate of
655.957 CFA Fr per euro.

SOURCE: CIA World Factbook 2001 [ONLINE].

POVERTY AND WEALTH

One-third of the population live below the poverty
line set by Benin, which suggests that close to 50 per-
cent live below the dollar-a-day international poverty
line. The dollar-a-day poverty line is based on the income
required to provide the absolute minimum of nutrition,
clothing, and shelter. Some 29 percent of children under
5 are malnourished (the figure is 1 percent for the United
States), and life expectancy is 55 years (in the United
States it is 77 years). Almost all those in poverty are in
rural areas, relying on small-scale agriculture for their
livelihoods and suffering because of poor land, inade-
quate rainfall, and not enough income to purchase good
seeds, fertilizer, or farm machinery. In 1998 Benin was
ranked 157th out of 174 countries in the UN’s Human
Development Index, which combines measures of in-
come, education, and health provision.

In 1995 there was 1 doctor per 200,000 inhabitants.
There was 1 midwife per 12,000 pregnant women, and just
42 percent of the population had access to health care. Sev-
eral international initiatives to improve these figures have
been undertaken. The constitution decrees that primary ed-
ucation is compulsory for all, though fees must be paid.
In 1996 there was a 62 percent enrollment in primary age
education, though this number dropped to 17 percent in
secondary education. In 1993 almost US$1 million was
set aside for a scheme for rural girls to be exempted from
school fees. In 1992 adult literacy stood at 27 percent.

GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Benin 339 362 387 345 394
United States 19,364 21,529 23,200 25,363 29,683
Nigeria 301 314 230 258 256
Togo 411 454 385 375 333
SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.

Household Consumption in PPP Terms

Data represent percentage of consumption in PPP terms.
2Excludes energy used for transport.
®Includes government and private expenditures.

SOURCE: World Bank. World Development Indicators 2000.

Country All food Clothing and footwear Fuel and power® Health care® Education® Transport & Communications Other
Benin 52 5 15 5 3 3 17
United States 13 9 9 4 6 8 51
Nigeria 51 5 31 2 8 2 2
Togo N/A N/A N/A N/A N/A N/A N/A
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WORKING CONDITIONS

Most people are very poor and earn their living
through agriculture on small family farms. Most of the
work is undertaken by hand, and women do most of the
labor, helped by children. There are no official unem-
ployment figures for Benin, but unemployment figures
have little significance in a low-income African econ-
omy. There are very few with no work at all. There is no
unemployment benefit, and those who do not work rely
on support from charities or their families. Many people
would like a modern sector job, but eke out an existence
on family farms or in casual informal sector activities
(such as hawking, portering, scavenging) in the urban ar-
eas. There was a minimum professional salary of US$38
per month in 1997. The biannual civil servant salary in-
crease stopped in 1998, but trade unions are demanding
its reintroduction. The United Nations Development
Program estimates that 55 percent of urban dwellers
earned less than US$160 per year in 1992.

The constitution of the Republic of Benin guarantees
the basic rights and freedoms of citizens. Forced labor is
illegal, but human rights are not enforced in a consistent
manner. Children often work to supplement household in-
come, resulting in lower school attendance figures. In
1998 it was estimated that 29 percent of children aged
10-14 had to work to supplement family income.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1900. Dahomey (the former name of Benin) becomes
a French colony.

1960. Independence is granted, and Hubert Maga be-
comes the country’s first president.

1963. A coup brings Colonel Christophe Soglo to
power.

1963. Dahomey returns to civilian rule, with Sourou-
Migan Apithey elected president.

1965. Soglo assumes power again.

1967. Major Maurice Kouandete seizes power through
a coup.

1968. Emile-Derlin Zinzou is appointed president by
the military, but Kouandete again assumes power.

1969. A presidential election is attempted but col-
lapses. Maga is nominated president again.

1972. Maga is succeeded by Ahomadegbe, but Major
Mathieu Kerekou seizes power.

1975. Dahomey changes its name to Benin.

1990. A new constitution is adopted, paving the way
for political stability.
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1991. Nicephore Soglo defeats Kerekou at the polls to
become president. Soglo begins the privatization or lig-
uidation of 100 state-run companies.

1994. The CFA franc is devalued by 50 percent,
boosting exports and increasing inflation.

1996. Kerekou defeats Soglo in an election to become
president again.

2001. Kerkou wins re-election to the presidency.

FUTURE TRENDS

After success in the 2001 presidential election, Pres-
ident Mathieu Kerekou was expected to continue with
his popular poverty reduction and growth program,
which is set to last to 2003. Driven by plans for increased
public investment and commitments of donor support,
real GDP growth is expected to remain at around the 5
percent a year level, allowing for steady improvements
in average living standards. Cereal production still faces
problems, despite recent improvements, as a result of
weak infrastructure and delays in payments to farmers.
Future growth rates are expected to be below the rate of
population increase, leading to increased reliance on
food imports. Sound monetary policy, implemented by
the regional central bank, is projected to keep inflation
at around 3 percent. The gap between international pay-
ments and receipts will be helped by increased foreign
aid, expansion in cotton exports, and debt relief from
the Heavily Indebted Poor Country (HIPC) scheme, a
program instituted by the IMF and World Bank to help
the poorest countries manage their foreign debt.

In politics, the multiparty system introduced in 1990
appears to be secure, with all parties prepared to accept
the verdict of the ballot box. President Kerekou appears
unlikely to make any major change in the style and com-
position of his executive team. The new anti-corruption
measures, which require leaders to declare their assets, is
now being implemented, and there are high expectations
that they will increase honesty in public life. An inter-
esting development is the introduction of a new electoral
code in which expatriate residents are able to vote, and
this move is seen as an attempt to make politics less in-
ward-looking.

DEPENDENCIES

Benin has no territories or colonies.
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CAPITAL: Gaborone.

MONETARY UNIT: Pula. 1 pula equals 100 thebe.
(Pula means “rain” and “greetings.”) Notes come in
5-, 10-, 20-, 50-, and 100-pula denominations, and
coins come in denominations of 1, 5, 10, 25, and
50 thebe and 1 and 2 pula.

CHIEF EXPORTS:
nickel, and meat.
CHIEF IMPORTS: Foodstuffs, machinery and trans-
port equipment, textiles, and petroleum products.
GROSS DOMESTIC PRODUCT: US$5.7 billion
(purchasing power parity, 1999 est.).

BALANCE OF TRADE: Exports: US$2.36 billion
(1999 est.). Imports: US$2.05 billion (1999 est.).

Diamonds, vehicles, copper,

COUNTRY OVERVIEW

LOCATION AND SIZE. Botswana is a landlocked coun-
try in southern Africa, located just north of South Africa.
Botswana has a total area of 602,957 square kilometers
(232,802 square miles), making it about the same size as
the state of Texas. The length of Botswana’s border is
4,011 kilometers (2,493 miles), and its neighbors are
Namibia to the west, Zimbabwe to the east, and South
Africa to the south. The capital, Gaborone, has a popu-
lation of about 135,000 and is located in the southeast of
the country, almost on the border with South Africa.

POPULATION. Botswana’s population was estimated at
1.58 million in July 2000, growing at the slow rate of .76
percent. The population was expected to reach 2 million
by 2030. The birth rate was 29.63 births per 1,000 peo-
ple, and the death rate was 22.08 deaths per 1,000 people.
Approximately 41 percent of the population was less than
15 years old, 55 percent was 15-64 years old, and only 4
percent had lived over 64 years of age in 2000.

Botswana is one of the few countries in sub-Saharan
Africa with a fairly homogeneous ethnic background. The
Batswanans make up 95 percent of the population, of
which the Tswana tribes constitute 60 percent. The San
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Republic of Botswana

people (also known as Basarwa, Khwe, or Bushmen)
number 60,000. Population density is low due to the harsh
climate of the Kalahari desert, at 2.6 people per square
kilometer (6.7 people per square mile). The majority of
Botswana’s people live in the southeast of the country,
where the desert gives way to the more fertile land of the
Okavango river delta and swamp, and 50 percent of the
total population lives within 100 kilometers (62 miles) of
Gaborone. At independence in 1966 only 3 percent of the
population lived in urban areas, but by 2000 this figure
had risen to over 65 percent.

The rapid spread of AIDS in Botswana is a major
reason that population growth is low. It is estimated that
25-36 percent of the population is infected with the virus,
reflecting one of the highest rates in the world. This has
caused a great number of social problems including la-
bor shortages and a health care crisis. AIDS-related health
and safety information is openly available, but cultural
practices, social mobility, and the fact that Botswana lies
on major trucking routes between South Africa and the
north have contributed to the spread of the disease.

OVERVIEW OF ECONOMY

Botswana’s economy depended primarily on the
raising of livestock, especially cattle, until the early
1970s. At that time, the diamond industry surpassed cat-
tle raising as the main source of foreign exchange. While
the export of diamonds generates a great deal of money
for the few who own and work the diamond mines, sub-
sistence agriculture and cattle raising provides employ-
ment for about 80 percent of the population and supplies
half of the domestic food consumption. The government
of Botswana hopes to develop a more diversified econ-
omy through ecotourism, manufacturing, and financial
services.
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Botswana’s external debt is small, at US$651 mil-
lion (or about 10 percent of GDP in 1998). The country
is one of the only African nations (with Swaziland) that
contributes money to the World Bank and the Interna-
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tional Monetary Fund (IMF).
favored free market policies and encourages foreign in-

Botswana has historically

vestment, although a monopoly in the diamond indus-
try discourages smaller mining ventures. The South
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African company De Beers, in partnership with the
Botswanan government, controls virtually all of the di-
amond industry. In contrast, cattle are exported from
smaller domestic companies. Large African companies
such as Waverly Blankets (from South Africa) run man-
ufacturing operations.

POLITICS, GOVERNMENT,
AND TAXATION

Botswana was a British colony called Bechuana-
land until 30 September 1966, when it received its in-
dependence. It is a republic, with a unicameral (single-
chambered) parliament similar to that of the United
Kingdom. The president of the country is elected by Par-
liament and then chooses the vice president. The main
political parties are the Botswana Democratic Party,
Botswana National Front, Botswana Congress Party, and
Botswana Peoples Party. Botswana has a stable political
history, with peaceful elections held every 5 years. Sir
Seretse Khama was elected president of Botswana in
1966 and held office until 1980. Quett Masire took of-
fice upon the death of President Khama and remained
president until 1998, when he resigned. Festus Mogae
of the Botswana Democratic Party was elected president
in 1998. Political opposition parties question the gov-
ernment about unemployment and the perception that
foreigners take jobs away from locals.

Though Botswana in general practices free market
policies, there is some government control over central
services such as banking and telecommunications. Gov-
ernment policy leans towards privatization of publicly-
owned companies. Taxes on investment are among the
lowest in the Southern Africa region. Corporate taxes ap-
ply equally to foreign and domestic businesses and were
lowered from 35 percent to 25 percent in 1995 in order
to attract more investment. A similar tax reduction in the
same year was applied to the manufacturing sector, where
taxes were lowered from 35 percent to 15 percent.

Botswana

INFRASTRUCTURE, POWER,
AND COMMUNICATIONS

Botswana has 971 kilometers (603 miles) of rail lines,
18,482 kilometers (11,484 miles) of roads (of which only
23 percent are paved), and 92 airports, of which 12 have
paved runways. The national airline is Air Botswana,
which flies domestically and to other countries in Africa.
Direct air service from Gaborone to London and Paris is
provided by British and French airlines.

Botswana has a good infrastructure by African
standards. The quality of infrastructure was greatly im-
proved by the development of the mining industry, which
required adequate transportation and communication net-
works. Botswana also benefits from its location next to
South Africa. This has allowed Botswana access to South
Africa’s telecommunications infrastructure. Botswana’s
desire to become an international financial services cen-
ter is a key factor driving the improvement of the coun-
try’s land line and cellular telephone networks. In 1998
there were 78,000 phone lines in use.

Domestically produced coal generates 100 percent
of the electricity for Botswana, which is approximately
1.619 billion Kilowatts (1998). Every other source of en-
ergy, including oil, must be imported.

ECONOMIC SECTORS

The vast majority of Botswana’s people practice
subsistence farming and cattle raising. Because subsis-
tence farm products and livestock are primarily raised for
local consumption and are not sold in the formal market,
the value of this production is not included in the gross
domestic product or formal employment figures. Al-
though agricultural employment is estimated at 15.6 per-
cent of the formal labor force, the true figure is more
like 80 percent of the informal labor force. The mining
and service sectors (especially government, finance,
transportation, and communication) account for most of

Communications

SOURCE: World Bank. World Development Indicators 2000.

Cable Personal
Country Newspapers Radios TV Sets*  subscribers®  Mobile Phones®  Fax Machines® Computers® Internet Hosts®  Internet Users®
1996 1997 1998 1998 1998 1998 1999 1999
Botswana 27 156 20 N/A 2.3 255 6.00 12
United States 215 2,146 847 2443 78.4 458.6 1,508.77 74,100
South Africa 32 317 125 N/A 35 474 33.36 1,820
Zimbabwe 19 93 30 N/A N/A 9.0 1.19 20

Data are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
°Data are from the Internet Software Consortium (http://www.isc.org) and are per 10,000 people.

Worldmark Encyclopedia of National Economies

31



Botswana

Botswana

GDP-COMPOSITION BY SECTOR-1998 est.
Agriculture 4%

Services 50%

Industry 46%
(including 36% mining)

SOURCE: CIA World Factbook 2000 [Online].

the nation’s gross domestic product, but employ very few
people. About 100,000 people are employed in the pub-
lic sector, and about 245,000 in the private sector.

Botswana is one of the world’s largest diamond pro-
ducers. Debswana (an equal partnership of the South
African company De Beers and the Botswanan govern-
ment) controls most of the country’s diamond industry.
The Botswana government is currently trying reduce the
country’s dependence on diamonds by encouraging new
manufacturing and service industries to locate in the
country.

AGRICULTURE

Agriculture in Botswana is practiced primarily to
feed the country, rather than for export. Yet agricultural
production is not sufficient to meet domestic demand.
Botswana’s agricultural exports totaled US$114.2 mil-
lion in 1998, while agricultural imports for the same year
totaled US$348.4 million. Though the majority of peo-
ple in Botswana practice agriculture (80 percent), it con-
tributes only 4 percent to GDP and accounts for only 15.6
percent of formal employment.

Environmental factors have determined the kinds of
crops and animals that can be raised in the country. Much
of Botswana is part of the Kalahari Desert, with a dry
and drought-prone climate. The primary crops are corn
and wheat, which are grown in the wetter eastern parts
of the country. The drier parts of Botswana are suitable
for non-intensive cattle raising, similar to the western
United States. Botswana’s only important agricultural ex-
ports are meat and animal hides.
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INDUSTRY

MINING. Mining provides 86 percent of the country’s
export earnings, most of this from diamond sales. How-
ever, the mining sector employs only about 4.4 percent
of the formal labor force. The country has 3 main dia-
mond mines, at Orapa, Lethlakane, and Jwaneng. These
are all owned and operated by Debswana, an equal joint
venture between the South African diamond mining
company De Beers and the Botswana government.

Though diamonds dominate Botswana’s mining in-
dustry, the country is also rich in copper, nickel, and gold.
Botswana also has sizable coal deposits.

Many of Botswana’s mineral resources have not yet
been discovered, but are presumed to exist given the coun-
try’s geology. The area is expected to yield natural gas
and crude oil; Central Botswana and the Kalahari Desert
are perhaps the most likely sources of new discoveries.
Though Botswana has tried to diversify its economy away
from mining, the minerals sector continues to dominate
the economy. Fortunately, the Botswana government
saved and invested a portion of the country’s mineral rev-
enues, producing additional income for the country as
well as providing investment capital for new industries.

MANUFACTURING. Manufacturing contributes only 5 per-
cent of GDP and employs only 8.5 percent of the coun-
try’s labor force. Botswana exports most of its natural re-
sources in raw form, with minimum processing. The
Botswanan government would like more manufacturing
companies to locate in the country, therefore it is focus-
ing on the natural resources that may be used in manu-
facturing operations. Such resources include soda ash,
which is used to produce detergents and fertilizers; and
copper and nickel, which are used in electrical compo-
nents. Other established manufacturing products include
cement, food, and beer. In 1997 the Botswana Export De-
velopment Investment Authority was established to en-
courage the export of goods manufactured in Botswana.

SERVICES

The services sector contributes roughly 51 percent
of GDP, and employs 71.5 percent of the formal labor
force. Transportation, telecommunications, and tourism
are the key sectors within the services sector, as is gov-
ernment. Transportation is dominated by passenger air
travel and cargo rail. A number of important truck routes
between South Africa and central and eastern African
countries pass through Botswana. The tourism sector re-
ceived 734,000 tourist arrivals in 1997, generating
US$184 million. The tourism industry in Botswana is
characterized by ecotourism. The country has great
tourism potential given its desert scenery and plentiful
wildlife. Botswana also has a developing financial ser-
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Trade (expressed in billions of US$): Botswana

Exports Imports
1975 142 218
1980 .503 .692
1985 728 .580
1990 1.784 1.946
1995 2.143 1.914
1998 1.122 1.120

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.

vices sector. There are currently a number of commer-
cial banks, a savings bank run through the post office
(which accepts very small deposits), a development bank,
and the government’s central bank. Botswana is hoping
to become an international financial services center.

INTERNATIONAL TRADE

During the colonial period and in the years immedi-
ately after independence, Botswana’s trade was primar-
ily with Great Britain and Western Europe. Imports from
Europe declined during the 1970s while imports from
other African countries, and especially with South Africa,
increased. In 1999 Botswana exported a total of US$2.36
billion in goods and imported US$2.05 billion. In 1996
74 percent of exports went to EU countries, 21 percent
went to South African Customs Union (SACU) countries,
and 3 percent went to Zimbabwe. In the same year, 78
percent of imports came from SACU countries, 8 percent
from EU countries, and 6 percent from Zimbabwe.

The South African Customs Union was formed in
1969 with Botswana as one of the founding members,
along with South Africa, Lesotho, Namibia, and Swazi-
land. Membership in the customs union removes many
of the trade barriers, such as import duties and taxes, be-
tween member countries, making it easier to import and
export goods within the local region. South Africa espe-
cially has been a source of imports (electricity, manu-
factured goods, and foodstuffs) and a destination for ex-
ports (diamonds, copper, and livestock). Exports to
Europe, and especially to Great Britain, have increased.
The declining value of the Botswanan currency has made
imports from outside the customs union more expensive,
while also making it cheaper for European nations to im-
port Botswana’s products, especially diamonds.

MONEY

The Botswana pula has traditionally had a similar
exchange rate to the South African rand, which meant
that goods sold for almost the same price in both coun-

Worldmark Encyclopedia of National Economies

Exchange rates: Botswana

pulas per US$1

Jan 2001 5.4585
2000 5.1018
1999 4.6244
1998 4.2259
1997 3.6508
1996 3.3242

SOURCE: CIA World Factbook 2001 [ONLINE].

tries. During the late 1990s the pula was much stronger
than the rand, resulting in South African products be-
coming relatively cheaper when purchased in pula.
Botswana could afford to import more South African
products. The stronger pula relative to the rand also meant
that foreign investors found Botswana a more attractive
place to invest money. However, during the same time
period the pula gradually lost its value against the U.S.
dollar, meaning that imports valued in U.S. dollars, such
as those from the United States itself as well as from
many other countries, were more expensive. But
Botswana’s exports, especially diamonds, were cheaper
for American and European buyers.

The Botswana Stock Exchange, established in 1995,
had 22 companies listed in 2001, including 6 South
African companies.

POVERTY AND WEALTH

Living standards in Botswana are high by African
standards, but vary considerably across the country. Eth-
nic minorities, such as the San, get little recognition or
support from the government, and thus tend to practice
a traditional lifestyle without much involvement with the
formal economy. Botswana has recently come under crit-
icism regarding alleged human rights violations against
the San people, who were removed from their traditional
lands in the Central Kalahari Game Reserve to develop
tourism and mining. On the other hand, Botswana has

GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Botswana 1,132 1,678 2,274 3,124 3,611
United States 19,364 21,529 23,200 25,363 29,683
South Africa 4,574 4,620 4,229 4,113 3,918
Zimbabwe 686 638 662 706 703
SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.
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Household Consumption in PPP Terms

Data represent percentage of consumption in PPP terms.
2Excludes energy used for transport.
®Includes government and private expenditures.

SOURCE: World Bank. World Development Indicators 2000.

Country All food Clothing and footwear Fuel and power® Health care® Education” Transport & Communications Other
Botswana 24 5 12 2 7 5 45
United States 13 9 9 4 6 8 51
South Africa N/A N/A N/A N/A N/A N/A N/A
Zimbabwe 20 10 21 3 15 9 22

been one of the most rapidly urbanizing nations in the
world. With the obvious and major exception of the dra-
matic effect of AIDS on life expectancy in Botswana (32
years for men and women), living standards in urban cen-
ters are good. Botswana was ranked 122 on the Human
Development Index in 1997, very high for an African
country. In the urban centers, 91 percent of the popula-
tion had access to sanitation and sewage disposal, and
100 percent had access to safe drinking water. The per-
centage having access to safe drinking water across the
country as a whole was 70 percent.

WORKING CONDITIONS

The unemployment rate in Botswana is a debated
figure, with the official estimate at 20 percent, and the
unofficial rate at 40 percent. Most infrastructure devel-
opments, such as hospitals, roads, and schools, have been
in urban areas and benefit urban residents. With the ma-
jority of the population (65 percent) living in urban cen-
ters, working conditions have improved. Wages in the
mining sector are high, but are low in the agricultural sec-
tor. Women have poorer employment prospects, make
less money, and are rarely promoted. Until 2000 educa-
tion in Botswana was free, but in that year the govern-
ment required students to pay fees, even for elementary
schooling. In 1995 enrollment rates for males and females
in primary and secondary education was between 81 and
89 percent, but this figure was expected to drop due to
the new fees.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1885. The British government takes control of Bechua-
naland.

1909. Bechuanaland is exempted from inclusion in the
proposed Union of South Africa.

1966. The independence of Bechuanaland, now called
Botswana.
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1966. Sir Seretse Khama elected President of
Botswana, holding office until 1980.

1969. Botswana helps to form the Southern African
Customs Union.

1972. Botswana’s first diamond mine begins produc-
tion at Orapa.

1977. A political Botswana Defense Force is estab-
lished because of conflict in neighboring Rhodesia.

1980. Quett Masire takes office upon the death of
President Khama and remains president until 1998.

1997. The Botswana Export Development Investment
Authority (BEDIA) is established.

1998. Festus Mogae is elected president.

FUTURE TRENDS

Botswana has remained peaceful and democratic
since independence in 1966, and, with the opening of di-
amond mines in the 1970s, the country has been eco-
nomically prosperous as well. Botswana has managed to
invest its diamond revenues carefully, but still relies
heavily on the export of diamonds for most of its rev-
enue. This is likely to be the case for some time, though
the Botswanan government is trying to diversify the
economy by encouraging manufacturing industries to lo-
cate in the country. This strategy has met with mixed
success. Botswana is likely to compete with South Africa
for much of the manufacturing employment in the re-
gion. The Botswana government remains committed to
its twin goals of economic diversification and balancing
the budget.

Regional political instability, especially in neigh-
boring Zimbabwe, but also in South Africa and Angola
(where a civil war is still raging), will have an impact on
Botswana, especially as refugees move into the country.
However, given its political and economic history and its
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current policies, Botswana is likely to remain one of the
most prosperous African countries.

DEPENDENCIES

Botswana has no territories or colonies.
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CAPITAL: Ouagadougou.

MONETARY UNIT: Communauté Financiere
Africaine Franc (CFA Fr). One CFA franc equals
100 centimes. There are banknotes of 500, 1,000,
2,500, 5,000 and 10,000 CFA francs and coins in
denominations of 1, 2, 5, 10, 25, 50, 100, 250, and
500 CFA francs.

CHIEF EXPORTS: Cotton, animal products, and
gold.

CHIEF IMPORTS: Machinery, food products, and
petroleum.

GROSS DOMESTIC PRODUCT: US$12 billion
(purchasing power parity, 2000 est.).

BALANCE OF TRADE: Exports: US$220 million

(2000 est.). Imports: US$610 million (2000 est.).

COUNTRY OVERVIEW

LOCATION AND SIZE. Burkina Faso is a landlocked
West African state. With a total border length of 3,192
kilometers (1,984 miles), Burkina Faso is bordered by
Mali to the north and west; Niger to the east; and Benin,
Togo, Ghana, and Cote d’Ivoire to the south. It has a land
area of 274,122 square kilometers (105,839 square
miles), making it slightly larger than the U.S. state of
Colorado. The country spans 400 kilometers (250 miles)
from east to west and 200 kilometers (125 miles) from
north to south. The capital, Ouagadougou, is located in
the center of the nation.

POPULATION. The population was estimated at 12.3 mil-
lion in 2001, with a growth rate of 2.7 percent per year.
The country’s population density stands at 42 people per
square kilometer (109 people per square mile), but the
population is unevenly distributed, with the north and east
regions being sparsely populated. About 17 percent of
the total population live in urban areas, but the urban pop-
ulation is growing at a rate of 11.3 percent per year.

The country is ethnically diverse. In pre-colonial
times it was part of the Mossi Empire, and the Mossi pop-
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ulation is still the largest ethnic group in Burkina Faso,
accounting for nearly half of the total population. There
are many other groups, but the most significant are the
Gurmanche, who are related to the Mossi group and are
located in various parts of the country; the Gurunsi in the
South; the Bwa, Bobo, Lobi, Senufo, Marka, and the
Samo in the West; and the Fulfulde (otherwise known as
the Fulani) in the North. Ethnic relations are generally
relaxed, with few, if any, overt ethnic hostilities.

A large number of Burkinabe work in neighboring
countries, though Cote d’Ivoire (originally the most pop-
ular with migrant workers) has become less welcoming
recently.

OVERVIEW OF ECONOMY

Burkina Faso is estimated to be one of the 20 poor-
est countries in the world. The gross national product
(GNP) per capita, as measured by the exchange rate
conversion, is estimated at approximately US$240. The
purchasing power parity conversion (which makes al-
lowance for the low price of many basic commodities in
Burkina Faso) estimates per capita income at US$1,000
(2000 est.). This amount can be compared with an aver-
age per capita income of US$36,200 in the United States
in the same year.

The economy depends very heavily on agriculture,
which accounted for 26 percent of the GDP in 1998. Ap-
proximately 90 percent of the population depend on sub-
sistence agriculture, as even urban dwellers maintain
strong links to the countryside. The main food crops are
sorghum, millet, maize, and groundnuts. The Burkinabe
economy also relies on the export of gold, cotton, and
livestock. Industry, although it provides 27 percent of
the GDP, is not extensive and consists mainly of min-
ing and some manufacturing (soap, soft drinks, beer, and
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household utensils). In 1998 retail and wholesale trade
generated about 12 percent of the GDP and transport and
communications approximately 10 percent, and the to-
tal contribution to the GDP by the service sector stood
at 47 percent. Despite major fluctuations, Burkina Faso’s
GDP growth has kept pace with population growth over
the past decade. The GDP growth rate was estimated at
5 percent in 2000.

Following a coup that brought Thomas Sankara to
power in 1983, Burkina Faso instituted a centralized
economy. The Burkinabe government eventually suc-
cumbed to international pressure and agreed to a struc-
tural adjustment program with the International Mon-
etary Fund (IMF) in 1991. This agreement led to the
implementation in 1993 of the first of 3 Enhanced Struc-
tural Adjustment Facilities (ESAFs), the last of which
started in 1999. The programs call for privatization of
the state run sector, liberalization of the major trading
sectors, reform and rationalization of banking, greater in-
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centives for private sector development, and tighter con-
trols on public spending and revenue collection.

The IMF has been pleased with Burkina Faso’s
progress. A further ESAF was granted for 1999 to 2002
to allow for more civil service restructuring, increased
privatization, the liberalization of the cotton sector,
strengthening of the judiciary, the implementation of the
common external tariff with other West African Eco-
nomic and Monetary Union (UEMOA) states, and the im-
provement of health-care and education provisions. By
May 2000, 22 state enterprises had been privatized, 8
were up for sale, and a further 12 had been liquidated.

Burkina Faso’s taxable capacity is very low due to
the limited extent of commercial activity. Many past gov-
ernments have tried to cut spending, but the unavoidable
expenditure on development, the high cost of debt ser-
vicing, and rising wages have proved obstacles. Fiscal
reform is thus a priority under the ESAFs, and the gov-
ernment will attempt to widen its tax base, rationalize di-
rect taxes, reinforce value-added tax (VAT) collection,
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and reform custom duties. The government has pledged
to stabilize current spending while improving spending
on priority areas—health, education, and social services.

Burkina Faso’s economic performance depends very
much on agriculture, which in turn depends upon the
weather, all of which means that the nation’s economy
tends to fluctuate. Inadequate and unreliable data also re-
strict proper analysis of the macro economy, although the
situation is improving.

The Ministry of Finance indicated real GDP growth
at 2.6 percent in the years 1986 to 1990, which was close
to the rate of population growth. The strong economic
expansion of 1991 was reversed in the years 1992 to
1994. The devaluation of the CFA franc in 1994 did not
boost growth that year, but the economy grew by 4 per-
cent in 1995, by 5.7 percent from 1996 to 1998, and by
5.8 percent in 1999.

Investment has been consistently high in recent
years. The World Bank estimated investment to be 29
percent of the GDP in 1998, marking an increase from
17 percent since 1980. The public sector provides half
to two-thirds of all investment, much of which is financed
by aid, mostly from France. Economic aid totals 16 per-
cent of the GDP.

Prices rose by 25 percent in 1994, but inflation fell
rapidly the following year to 5.3 percent and remained at
that rate until the end of 1998, and then dropped even
further to -1.1 percent in 1999. Normally domestic price
levels are determined by harvests, and import prices have
been kept down by the strong CFA franc. Nonetheless
higher prices for certain goods, such as medicines, have
hit the population hard.

POLITICS, GOVERNMENT,
AND TAXATION

The state of Burkina Faso consists of an area that
was controlled by the Mossi from the 14th century until
1895, when the French took control. It was made part of
the Franc Zone and it was named Upper Volta in 1919
after having been marked out from the surrounding ter-
ritory. It was divided in the 1930s to form 2 states but
returned to a single unit in 1947, changes which led to
the border disputes with Mali. Burkina Faso became in-
dependent in 1960 under President Maurice Yameogo.

The first administration ended due to economic de-
cline, corruption, and increasing authoritarianism. Rigged
elections caused public demonstrations and led to mili-
tary intervention in January 1966, when General San-
goule Lamizana became the head of a military ruling
council. He remained in control for 15 years, despite
some civilian power-sharing in the 1970s. Party bicker-
ing and trade union unrest led to a bloodless coup in 1980,
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bringing Colonel Saye Zerbo to power. In 1982, when
the constitution was suspended, political parties were
banned amid corruption allegations. Army officers re-
placed Zerbo with Major Jean-Baptiste Ouedraogo as
president. The regime that followed was an uneasy coali-
tion of army conservatives and young radicals.

The attempted ousting of Prime Minister Thomas
Sankara in 1983 led to student, labor, and young offi-
cer unrest. Sankara himself became president via a coup,
and the National Revolutionary Council (CNR) was
formed. The CNR championed the redistribution of
wealth to rural areas. Sankara renamed the country
Burkina Faso in 1984. He aimed to reduce foreign de-
pendence, shift the economy towards the productive sec-
tors, and expand health care and education. Internal di-
visions unsettled Sankara’s support, and in October
1987 Sankara and 13 of his entourage were killed in a
violent coup by the self-proclaimed Popular Front. The
party was led by Captain Campaore, who then declared
himself head of state. The continuing violence employed
by his regime led to diminishing internal support and in-
ternational condemnation. International concern further
increased in 1989 when 2 former ministers and 2 army
officers were executed for plotting a coup to overthrow
the Campaore regime.

Starting in 1990 and amid protests, Campaore opened
the way for the liberalization of the regime. However, the
government refused to convene a national conference with
the opposition and drew up a new constitution on its own
terms for multiparty elections. The constitution was ap-
proved in a referendum in 1991, albeit with a poor turnout.
Campaore’s ODP-MT party renounced its Marxist-
Leninist ideology and embraced free enterprise policies
instead. The opposition parties boycotted the December
1991 presidential election, and Campaore stood unop-
posed, winning on a 25 percent voter turnout.

The ruling alliance also dominated the 1991 legisla-
tive election, with the ODP-MT party winning 78 out of
107 seats in parliament and the fragmented opposition
winning only 23. In 1996, ODP-MT absorbed several
smaller parties (including some opposition parties) and
formed the new Congress for Democracy and Progress
(CDP). With state office, large resources, and some op-
position parties on their side, the CDP dominated the leg-
islative election of 1997, winning 101 of 111 seats. Cam-
paore was reelected in 1998 with a 56 percent turnout
and 87 percent of the vote, with some of the opposition
boycotting the elections.

In 1991, the constitution formally separated the state
from the ruling party by creating separate executive, ju-
diciary, and legislative branches; basing the government
on a multiparty system; and ensuring freedom of the
press. A civilian president would be inaugurated for a 5-
year term. Although the president was only eligible to be
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reelected once in the original constitution, this was
changed to allow a president to be reelected indefinitely.
However, following public protest, this amendment was
changed back in 2000 so that any president may now only
be reelected once. In 2000, the Supreme Court was split
into 3 High Courts, which oversee the judicial system,
administration, and the audit of public finances.

The president selects the prime minister, subject to
parliamentary approval. A parliament of 111 seats sits for
5 years. The constitution also allows for a 174 seat rep-
resentative chamber.

Although salaried workers only account for a small
percentage of the population, they exert a significant po-
litical effect due to unionization and their location near
legislative centers. Students, who can also be a political
influence, staged a 3-month strike in 1997 over political
killings.

The presidential guard is a major force in Burkina
Faso, although the transition to formal civilian rule and
the loss of their uniforms has led to a reduction in their
influence. However, tensions still exist in the military and
the possibility of a future coup cannot be ruled out, es-
pecially in light of public protests in 1999.

Burkina Faso is a member of the Economic Com-
munity of West African States (ECOWAS) and UEMOA.
The UEMOA headquarters are based in Burkina Faso.
Relations with Cote d’Ivoire have become increasingly
difficult, with the latter wishing to curb migration from
Burkina Faso. Relations with Mali have been controlled
since a brief border dispute, but Campaore’s support of
rebel factions in Liberia and Sierra Leone has irritated
his neighbors.

There is little recent information on taxation. In the
1980s, Burkina Faso raised tax revenue equivalent to 10
percent of the GDP, mostly from import duties. A fur-
ther 1 percent of the GDP was received from the sur-
pluses of state-owned enterprises, mostly the big utilities
that operated as monopolies. With increased privatiza-

tion, this source of revenue has diminished in importance.
The government spends 30 percent of its revenue on so-
cial services (including health and education), about 30
percent on the armed forces, and the remaining 40 per-
cent is absorbed by general administration.

INFRASTRUCTURE, POWER,
AND COMMUNICATIONS

Despite recent investment, the transport system is
poorly developed. Given that the country is landlocked,
the nearest ports are found in Cote d’Ivoire, Benin, and
Togo. The government is undertaking a US$360 million
World Bank program to create a coherent policy and a
regulatory framework for infrastructure, rehabilitate
the road and rail network, and restructure the state trans-
port system.

There are 13,200 kilometers (8,202 miles) of classi-
fied roads in Burkina Faso, of which 1,800 kilometers
(1,119 miles) are paved. The former state bus company
has been privatized and now runs 5 main routes through-
out the country. The 1,260-kilometer (783-mile) Abidjan-
Niger railway is the main transport axis, although the line
has not recently operated efficiently, and rail traffic is in
decline. Burkina Faso’s 622 kilometers (387 miles) of line
are scheduled for restructuring. In 1995 a French domi-
nated company took control of the railroad, and the line
is anticipated to be rehabilitated with a US$31 million
World Bank loan.

The country has 2 international airports, and several
regional carriers operate international services. The for-
mer parastatal, Air Burkina, has been bought by the Aga
Khan’s business group (the Aga Khan is the leader of the
Ismailis, a Muslim sect originating in the Indian sub-
continent), and is undergoing overhaul and expansion.

The main government newspaper is Sidwaya, but
there are several private papers. Since legislation allow-
ing opposition parties, several short-lived political news-
papers have come and gone.

Communications

SOURCE: World Bank. World Development Indicators 2000.

Cable Personal
Country Newspapers  Radios TV Sets® subscribers®  Mobile Phones®  Fax Machines® Computers® Internet Hosts® Internet Users®
1996 1997 1998 1998 1998 1998 1999 1999
Burkina Faso 1 33 9 N/A N/A 0.7 0.19 4
United States 215 2,146 847 2443 78.4 458.6 1,508.77 74,100
Nigeria 24 223 66 N/A N/A 5.7 0.00 100
Ghana 14 238 99 N/A N/A 1.6 0.06 20

Data are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
®Data are from the Internet Software Consortium (http://www.isc.org) and are per 10,000 people.
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Radio broadcasts in French and local dialects are a
major form of government communication. There are
17 FM stations, 2 AM stations, and 1 SW station that
broadcast to 370,000 radio receivers. In 1997, 103,000
televisions received programs from Burkina Faso’s 1
TV station.

The telephone network is very small, with only
42,000 subscribers. The state telecommunications com-
pany, Onatel, is expected to be privatized and the do-
mestic market will be liberalized, although Onatel will
have a monopoly on international calls.

Burkina Faso is predominantly dependent on ther-
mally generated energy. The National Grid Group, a lead-
ing international electricity and telecommunications orga-
nization, only covers 4 percent of the population. Sonabel,
the national electric company, produced 305 million kilo-
watt hours (kWh) in 1997, of which two-thirds was ther-
mally produced and one-third was hydro-electrically pro-
duced. Construction has begun on a new dam, but the cost
of electricity production is still significantly higher in
Burkina Faso than in neighboring countries. Although the
government is not planning Sonabel’s privatization, the
market will be liberalized and companies will be able to
compete for production and distribution with Sonabel.

Consumption of petrol products is low, and wood
fuel provides over 90 percent of domestic energy. The
government is trying to promote butane in order to slow
deforestation.

ECONOMIC SECTORS

The relative sizes of the main sectors of the economy—
agriculture, industry, and services—have barely changed

Burkina Faso
GDP-COMPOSITION BY SECTOR-1997

Agriculture 36%

Services 44%

Industry 20%

SOURCE: CIA World Factbook 2000 [Online].
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Burkina Faso
LABOR FORCE-BY OCCUPATION

Other 10% Agriculture 90%

TOTAL LABOR FORCE 5 MILLION

SOURCE: CIA World Factbook 2001 [Online]. Data for 1999.
Percent distribution for 2000 est.

since independence in 1960. The industrial sector con-
tracted during the period of Marxist control of the econ-
omy from 1983 to 1991, and the agriculture sector ex-
panded as more people relied on subsistence agriculture
to meet their day-to-day needs, but there has been a re-
versal of these trends in the past decade.

The economy is heavily dependent on agriculture to
provide livelihoods for its population. Although the agri-
culture sector (including hunting, forestry, and fishing)
provided only 26 percent of the GDP in 1998, it employed
about 90 percent of the workforce. Industry (including
mining, manufacturing, construction, and power) con-
tributed 27 percent of the GDP in 1998 but occupied 2
percent of the workforce. Services contributed 47 percent
of the GDP in 1998 and employed 6 percent of the pop-
ulation. The agriculture sector is much larger than those
of most African nations, which on average generate 17
percent of GDP. Burkina Faso’s industry and service sec-
tors are smaller than average (in Africa they generally
would produce 34 percent and 50 percent of GDP, re-
spectively).

AGRICULTURE

Agriculture and livestock provide a living for ap-
proximately 90 percent of the population. However, due
to the climatic variations in rainfall and because there are
few permanent watercourses, irrigation is limited to only
15,000 hectares (37,067 acres) of the nation’s total 3.27
million hectares (8.1 million acres). Soil quality varies,
though it is generally better in the southwest of the coun-
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try. Cotton, shea nuts, millet, and sorghum are grown in
the central Mossi plateau. Livestock is the main source
of livelihood in the north, with 18 million head and pro-
viding around 15 percent of exports in 1998.

The lack of advanced technology also hinders farm-
ing in a poor environment. Only 36 percent of farmers
have links with extension services, and only 30 percent
own either a plough or traction animals. Fertilizer is used
almost exclusively on cash crops. Land holdings are also
very small. An extended household may farm around 9.6
hectares (24 acres) in total, but plot sizes are small, with
each plot averaging only 0.4 hectares (1 acre). This means
that Burkina Faso can easily fall below self-sufficiency
in food production, especially in the north where the rains
may come late or there may be a drought.

The main staple crops are rain-fed millet and
sorghum. Maize is grown in increasing amounts, how-
ever, and vegetables are also produced in significant
quantities. Attempts to boost rice production (for exam-
ple, through public irrigation) doubled its production to
94,000 metric tons in 2000. The main export, cotton, has
seen a revival in recent years, reaching a high of 338,000
metric tons in the 1997-98 season. It has since fallen in
both the 1998-99 and 1999-2000 seasons due to farm-
ers’ debt repayments, a depressed world market, and
poor weather.

Timber production is negligible, although forest
and woodland cover some 50 percent of Burkina Faso.
Much deforestation has taken place as a result of fire-
wood collection and has only been partially offset by
campaigns to promote tree planting. In 1991 the gov-
ernment launched a long-term management program to
maintain the environment.

The fish catch of 6,000 to 7,000 metric tons per year,
taken from rivers, dams, and ponds, is much lower than
the estimated consumed figure of 13,000 metric tons. In-
land fish farms are being developed.

INDUSTRY

Primary components of Burkina Faso’s industrial
sector are manufacturing, mining, and construction.
Construction has enjoyed a boom as a result of interna-
tional and government based infrastructure development
schemes. Road building and the provision of water sup-
plies are major government priorities and provide a fur-
ther stimulus to construction.

MANUFACTURING. Manufacturing focuses predomi-
nantly on food processing, textiles, and substitutes for
consumer goods imports. It is mainly concentrated in
the Ouagadougou, Bobo-Dioulasso, Koudougou, and
Banfora regions. There are about 100 companies in
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Burkina Faso, and most are publicly owned. Manufac-
turing accounts for 20 percent of the GDP but only em-
ploys around 1 percent of the workforce. Growth has
been limited by the lack of materials, the need to im-
port fuel, and the small domestic market. The sector was
in trouble from 1985 to 1995, with an average contrac-
tion of 5.8 percent per year but has shown some signs
of recovery in food processing and metalworking since
1995. However, companies in Burkina Faso are worried
they will not be able to compete as regional trade is
liberalized.

The agro-industry accounts for 55 percent of value-
added manufacturing in Burkina Faso. Sosuco (the for-
mer sugar parastatal), now owned by the Aga Khan, is
the single biggest employer with 1,800 workers. The
company has suffered recently from the competition of
cheap imports and, due to its inability to pay wages, en-
dured repeated union strikes in 1999. The government
agreed to place a ceiling of 1,000 metric tons on any
sugar or rice imports, tripled the import tax on sugar,
and imposed a new levy on sugar imports, thereby mak-
ing foreign costs equal local costs in order to help the
industry.

The second largest component of the manufacturing
sector is textiles (including leather goods), which con-
tributed 21 percent of value-added manufacturing in
1998. The largest textile company in Burkina Faso, Sof-
itex, employs 700 people and produces mostly for the do-
mestic market. The company also exports 25 percent of
its production regionally.

MINING. Burkina Faso has large unexploited mineral de-
posits, as one-quarter of its land is comprised of sedi-
mentary formations from volcanoes. In 1993 the mining
code was revised to encourage private investment, and
the mining institutions have been restructured. Between
1992 and 1998 the government issued 180 prospecting
licenses to 30 foreign and local companies. However,
interest slackened in 1999 following the dip in world
oil prices.

The third largest export, gold is by far the most im-
portant commodity mined in Burkina Faso. Yet Burkina
Faso’s gold output has remained stagnant in recent years.
Underground exploitation of the Poura gold mine, which
has a 26,000-kilogram (57,300-pound) reserve, stopped
in 1999. The government plans to restructure the mine
before reopening and privatizing it.

SERVICES

The services sector consists mainly of wholesale and
retail distribution, telecommunications, posts, transport,
hotels and restaurants, repairs, financial services, tourist
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services, and government administration. For the most
part, the service sector responds to the general growth of
the economy. The size of the distribution sector has re-
mained constant at around 12 percent of the GDP, and
the transport and communications sectors have likewise
remained constant at 10 percent.

BANKING AND FINANCE. Since the early 1990s bank-
ing has undergone restructuring, and the government has
been limited to 25 percent participation. Of the 3 com-
mercial banks, Banque Internationale du Burkina Faso
has completed its reforms; the Banque Nationale de De-
velopment du Burkina is being liquidated; and Banque
pour le Financement du Commerce et des Investisse-
ments du Burkina (BFCIB) has been privatized. Banking
regulation is also being tightened by the Banque Centrale
des Etats de I’ Afrique de I’Ouest (BCEAOQ), the regional
central bank.

TOURISM. Problems of communication and poor facili-
ties mean mass tourism is not yet an option in Burkina
Faso. However, the country does have some attractions
to offer visitors; it is host of the Biennial National Cul-
ture Week, the Pan African Film Festival, and the Inter-
national Handicrafts Fair. National parks are also of in-
terest. Given its central West African position, the
country has also become a common location for regional
conferences. In 1997, tourism receipts reached US$22
million and accounted for 9 percent of the GDP.

INTERNATIONAL TRADE

Burkina Faso’s trade deficit fluctuates, rising in poor
harvest years. The trade deficit reached a high point in
1990 at US$262 million but was reduced to US$164 mil-
lion in 1994, mainly due to the CFA franc’s devaluation.
As imports recovered, the gap grew again to US$330 mil-
lion in 1996 before receding in 1998 to US$261 million,
primarily due to improved cotton exports.

Principal exports in 1998 were cotton (66 percent),
livestock (8 percent), hides and skins (6 percent), and

Trade (expressed in billions of US$): Burkina Faso

Exports Imports
1975 .044 151
1980 .090 .359
1985 .071 .332
1990 152 .536
1995 .160 .455
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.
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gold (5 percent). The main destinations of exports were
France (15 percent), Cote d’Ivoire (10 percent), In-
donesia (6 percent), Taiwan (3 percent), and Ghana (3
percent).

Principal imports in 1998 were machinery and trans-
port equipment (29 percent), food products (13 percent),
and petroleum products (12 percent). Most of the re-
maining imports were other types of consumer manufac-
tures. The main origins of imports were France (28 per-
cent), Cote d’Ivoire (19 percent), Japan (5 percent), and
Italy (4 percent).

MONEY

Burkina Faso is part of the 8-member West African
economic union, UEMOA, and the currency is the CFA
franc. The regional central bank, BCEAO, issues cur-
rency notes and regulates credit expansion. The CFA
franc was pegged to the French franc at 50:1 in 1948 but
was overvalued by the late 1980s and was devalued to
CFA Fr 100:1 French franc. With this devaluation, much
of the benefit coming from confidence in a stable rate of
exchange with the French franc was lost. However, the
devaluation raised the domestic price of export crops,
which improved output and raised export revenue, and
made imports more expensive and resulted in lower im-
port expenditures. With France having joined the Euro-
pean Monetary Union, the CFA franc is now tied to the
euro at CFA Fr655.959:1 euro. Inflation averaged less
than 3 percent per year from 1996 to 2000. The inflation
rate was estimated at 1.5 percent in 2000.

A regional stock exchange has been established, the
Bourse Regionale de Valeurs Mobilieres, that serves
Benin, Burkina Faso, Cote d’Ivoire, Guinea Bissau, Mali,
Niger, Senegal, and Togo. There are branches in each of
the 8-member countries. To date, only companies in Cote
d’Ivoire and Senegal are listed on the exchange.

Exchange rates: Burkina Faso

Communaute Financiere Africaine francs (CFA Fr) per US$1

Jan 2001 699.21
2000 711.98
1999 615.70
1998 589.95
1997 583.67
1996 511.55

Note: From January 1, 1999, the CFA Fr is pegged to the euro at a rate of
655.957 CFA Fr per euro.

SOURCE: CIA World Factbook 2001 [ONLINE].
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GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Burkina Faso 196 207 224 225 259
United States 19,364 21,529 23,200 25,363 29,683
Nigeria 301 314 230 258 256
Ghana 411 394 328 352 399
SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.

POVERTY AND WEALTH

Burkina Faso is a low-income country, but there are
no official poverty figures. However, average income per
capita in the rural areas is estimated to be near the poverty
level, and it can be concluded that probably more than
60 percent of the population are in poverty. The over-
whelming majority of the impoverished live in the rural
areas, relying on agricultural production from small fam-
ily farms or herding family-based livestock for their
livelihood. To be below the established dollar-a-day
poverty level means that a person does not have enough
income to provide the barest minimum of food, clothing,
and shelter. In 1995, Burkina Faso was ranked 172 out
of 174 countries in the United Nations Human Develop-
ment Index, which combines measures of income, health,
and education.

In 1998, 41 percent of Burkinabe children attended
primary school, 10 percent attended secondary school,
and only 1 percent attended schools of higher education.
The pupil to teacher ratio climbed to 51:1 in 1998, and
figures indicated that only 19 percent of the population
over the age of 15 were literate in 1995 (30 percent of
males and 9 percent of females). Health care has im-
proved since independence, though it is still very poor.
The infant mortality rate stands at 107 deaths per 1,000
live births (2001 est.), compared to a rate of 7 deaths per

Distribution of Income or Consumption by Percentage
Share: Burkina Faso

Lowest 10% 2.2
Lowest 20% 55
Second 20% 8.7
Third 20% 12.0
Fourth 20% 18.7
Highest 20% 55.0
Highest 10% 39.5

Survey year: 1994

Note: This information refers to expenditure shares by percentiles of the
population and is ranked by per capita expenditure.

SOURCE: 2000 World Development Indicators [CD-ROM].
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1,000 live births in the United States. Life expectancy is
47 years (2001 est.).

WORKING CONDITIONS

The labor force of Burkina Faso numbers 4.7 mil-
lion and includes people 10 years of age and older. The
government is the largest formal employer with about
40,000 public sector workers. A large proportion of the
male labor force migrates annually to neighboring coun-
tries for seasonal employment. There are no official un-
employment figures for Burkina Faso, but regardless,
these figures would have little significance in such a low-
income economy. Although there may be few people con-
sidered as unemployed, many of these people only live
off subsistence farming. There are no unemployment
benefits, and those who do not work rely on support from
charities or their families. Many people would like a mod-
ern sector job but are forced instead to survive by work-
ing on their family farms or in casual informal sector
activities in the urban areas (such as hawking, portering,
and scavenging).

A labor court enforces the rights of workers as de-
tailed in the national labor code, and trade unions are le-
gal. The modern sector has a workforce of about 450,000,
of which 40,000 are civil servants. Trade union mem-
bership is 60 percent in the public sector and 50 percent
among private sector employees. Although union partic-
ipation is small in relation to the total population, since
there is such strong membership among workers and be-
cause the unions are strategically located in the modern
sector and in the urban areas, they have considerable
power when they exercise their right to strike.

The relatively high GDP growth from 1995 onwards
has improved living standards only marginally. The guar-
anteed minimum industrial wage remained at US$0.44
per hour from 1988 to 1994. It increased by 10 percent
after the devaluation of the CFA franc in 1994. Trade
unions only gained a 3 to 5 percent rise in public sector
salaries in 1996 and another 5 to 10 percent in 1999.

The Constitution of the Fourth Republic of Burkina
Faso guarantees the collective and individual political
and social rights of the country’s citizens.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1300-1895. As Upper Volta, Burkina Faso is part of
the Mossi Empire.

1895. France colonizes a broad area containing Burk-
ina Faso.

1947. Burkina Faso becomes a recognized territory.
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1960. Independence is gained from France, and Mau-
rice Yameogo becomes the first president.

1966. Following a coup, General Sangoule Lamizana
becomes president.

1970. A civilian government is elected to serve under
Lamizana.

1974. The army assumes power under Lamizana.

1978. Multiparty elections are held. Lamizana is
elected president.

1980. A coup brings Colonel Saye Zerbo to power.

1982. Zerbo is deposed, and Major Jean-Baptiste Oue-
draogo becomes president.

1983. Prime Minister Thomas Sankara seizes presiden-
tial power.

1984. Upper Volta is renamed Burkina Faso.
1985. A 6-day war with Mali occurs.

1987. Sankara is assassinated, and Captain Blaise
Campaore becomes president.

1991. A new constitution is adopted by a referendum.

1991. Campaore is reelected president in an unopposed
election; the opposition boycotts the election.

1993. Enhanced Structural Adjustment Facility (ESAF)
is signed with the IMF.

1994. The CFA franc is devalued, raising prices to
producers of exports and raising the price of imports,
thereby avoiding a period of higher inflation.

1998. Campaore is reelected as president in a con-
tested election. The assassination of newspaper editor
and popular antigovernment critic, Norbert Zongo,
sparks civil unrest.

1999. There is a general 1-day strike over privatiza-
tion, low salaries, and the assassination of Zongo. The
government responds with a program to promote unity
and national reconcilation.

2000. In all, 22 state-owned enterprises are privatized.

2001. Burkina Faso suffers severe drought.

FUTURE TRENDS

Militancy on the part of trade unions and human
rights organizations is likely to continue, despite con-
cessions announced by President Campaore in 1999.
These concessions include setting up an inquiry into the
death of Norbert Zongo, assuring the military that their
delayed housing allowances will be paid in installments,
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and appointing a new prime minister who has incorpo-
rated members of the opposition into his cabinet.

The new prime minister, Paramango Ernest Yonoli,
appointed in October 2000, will have to prove himself to
the public, particularly with regard to the task of carry-
ing out privatization and civil service reforms in the face
of trade union opposition. Yonoli announced a new cab-
inet that includes figures from the moderate opposition
parties. Teacher and student protests have thrown the
school system into chaos, and the University of Oua-
gadougou has been closed since the riots that followed
Zongo’s death. Civic groups and opposition parties have
also kept up the pressure for justice. Three presidential
guards finally have been imprisoned over the assassina-
tion of Zongo, but this will hardly satisfy the opposition,
who want those senior figures in the government that
were behind the assassination to be brought to justice.

Despite international economic aid, GDP growth is
expected to slow to 4 percent in 2001, due mainly to civil
unrest, which creates a climate of political instability and
discourages investment, and the impact of the drought,
which has resulted in poor harvests. Prospects for cotton
earnings will remain sluggish, but debt relief is under
way under World Bank and IMF supervision. Aid from
these organizations in the form of a Heavily Indebted
Poor Country (HIPC) initiative should help Burkina
Faso’s situation.

DEPENDENCIES

Burkina Faso has no territories or colonies.
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CAPITAL: Bujumbura.

MONETARY UNIT: Burundi Franc (BFr). The
largest Burundian note in circulation is BFr5,000
and the smallest is BFr10. There are also BFr20,
50, 100, 500, 1,000, and 5,000 notes. The only coins
in circulation are BFrl, 5, and 10.

CHIEF EXPORTS: Coffee, tea, cotton, cigarettes,
soft drinks, and beer.

CHIEF IMPORTS: Cement, asphalt, petroleum,
fertilizer, pesticides, textiles, and vehicles.

GROSS DOMESTIC PRODUCT: US$885 million
(purchasing power parity, 1998 est.). [Source: 2000
World Development Indicators. Washington, D.C.:
World Bank, 2000.]

BALANCE OF TRADE: Exports: US$56 million
(1999 est.). Imports: US$108 million (1999 est.).

COUNTRY OVERVIEW

LOCATION AND SIZE. Burundi is a landlocked state in
Central Africa, east of the Democratic Republic of
Congo, south of Rwanda, and west of Tanzania. It has
an area of 27,830 square kilometers (10,745 square
miles), slightly smaller than Maryland. Burundi’s capital
city, Bujumbura, is located on the shore of Lake Tan-
ganyika near the country’s border with the Democratic
Republic of Congo.

POPULATION. The United Nations Economic Commis-
sion for Africa estimated Burundi’s population at 6.97
million in 2000, growing at an annual rate of 2.5 percent.
In 2000 the birth rate stood at 40.46 births per 1,000 pop-
ulation while the death rate was 16.44 deaths per 1,000.
The population is expected to reach 10.37 million by
2015 and 16.94 million by 2050. In 1999, only 9 percent
of Burundians lived in urban habitats, which was one of
the lowest levels of urbanization in Africa. About 67 per-
cent of Burundians are Christians, mostly Roman
Catholics, while 23 percent hold some form of indige-
nous beliefs, and 10 percent are Muslims.
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Republic of Burundi
République du Burundi
Republika yu Burundi

Approximately 99 percent of the citizens of Burundi
are Rundi (or Barundi) and speak Kirundi. Kirundi and
French are the country’s official languages. Ethnic groups
include the Hutu (85 percent), Tutsi (14 percent), and
Twa (1 percent). Due to conflict between the Hutu and
Tutsi ethnic groups, and among different Tutsi groups,
the country experienced mass emigration of refugees.
Many people fled to neighboring Rwanda, Tanzania, and
the Democratic Republic of Congo, hoping to avoid vi-
olence. The net emigration rate was estimated to be 7.43
emigrants per 1,000 people in 2000.

Burundi has a very young population with 47 per-
cent aged 14 or younger and just 3 percent aged 65 or
older. As the younger half of the population grows to ma-
turity and reproduces, Burundi’s already high population
density of 260 per square kilometer (100 per square mile)
is expected to reach dangerous levels. However, the ter-
rifying death toll of the AIDS epidemic may retard such
population growth.

It is estimated that 39,000 Burundians died from
AIDS in 1999 and 30 percent of all 25-29 year olds were
HIV positive. The national rate of HIV infection stood at
11.32 percent. The social and economic costs of the dis-
ease are high. For example, the drawn out nature of death
from AIDS requires a large amount of care and attention.
As a result many of the population (mostly women) who
could be employed are instead providing long-term care
for the dying. In addition, by 1999 the estimated number
of orphans created due to AIDS in Burundi reached
230,000.

OVERVIEW OF ECONOMY

Agricultural production dominates Burundi’s na-
tional economy. During the colonial period (1899-1962)
the German and Belgian administrations forced Burundi’s
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workers to produce goods like coffee and tea for export
to Europe. This pattern of production continues, while
the mining, manufacturing, and service sectors are less
developed.

Violence and political conflict between the Tutsi
and Hutu ethnic groups plagued Burundi after its inde-
pendence from Belgium in 1962. By the 1990s the in-
stability caused by civil war, Burundi’s landlocked sta-
tus, its colonial legacy, a limited material base, and the
general decline of investment in Africa throughout the
1990s led to an overall collapse of the economy. In 1986
the government agreed to a program of economic liber-
alization with the International Monetary Fund (IMF)
and the World Bank. However, a brief but brutal re-
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sumption of ethnic massacres in 1988, and the resump-
tion of the conflict in 1993, halted this program of eco-
nomic development.

While Burundi’s gross domestic product enjoyed
an average annual growth rate of 4.4 percent between
1980-1990, during 1990-1999 the annual growth rate de-
clined by an average of 2.9 percent. Agricultural pro-
duction fell by 2 percent, industrial production fell by 6.7
percent, and services production fell by 2.5 percent an-
nually during the 1990s. The failing economy was ag-
gravated by an economic embargo imposed by regional
and Western powers in an attempt to encourage Burundi’s
politicians to make peace. This embargo and economic
instability contributed to the national economy’s balance
of payments deficit of US$54 million in 1998 and US$27
million in 1999.

In 1980 Burundi’s total external debt stood at
US$166 million, but with a government surplus of 9.8
percent of gross domestic product (including external aid)
the country was able to pay interest on its debt. By 1998
Burundi’s total external debt was US$1.12 billion while
the government had a deficit equal to 5.4 percent of the
gross domestic product. Burundi’s financing of debt as a
percentage of exports rose from 20.4 percent in 1985 to
40 percent in 1998, draining the foreign capital generated
from exports. Due to the national crisis, external donors
were reluctant to lend money to Burundi, and external
aid per capita fell from US$53.1 in 1992 to US$11.6 in
1998. The country continues to rely on a decreasing level
of foreign aid while it is unable to pay off debts. The in-
flation rate was recorded at 26 percent in 1999. At the
dawn of the 21st century, Burundi was a country in deep
economic crisis.

POLITICS, GOVERNMENT,
AND TAXATION

Burundi was ruled by a king (mwami) from the
1500s until colonization. European colonial powers Ger-
many (1899-1916) and Belgium (1916-62) forced Bu-
rundians to cultivate crops for European consumption
(such as coffee and tea), to act as porters and laborers,
and to pay taxes. When Burundi achieved independence
in 1962, Belgium still influenced its government and pol-
itics. When legislative elections were held in 1961, a
Tutsi-dominated party which included Hutus, the Parti de
I’Unité et du Progrés National du Burundi (UPRONA),
won 80 percent of the votes. Prince Louis Rwagasore was
appointed Prime Minister, but at the end of 1961 Rwaga-
sore was assassinated in a plot by the Belgian-sponsored
Hutu party, the Parti du Peuple (PDC).

Burundi’s main political parties are the multieth-
nic Front pour la démocratie au Burundi (FRODEBU),
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UPRONA, and the militant Hutu party Parti de la libéra-
tion du peuple hutu (PALIPEHUTU). The army is also
of central importance in Burundi’s politics, as are mili-
tia groups, which are often linked to political parties.
After an extensive period of military rule, Melchior
Ndadaye of FRODEBU won 1993 multiparty elections
with 65 percent of the vote. However, after only a few
months President Ndadaye was assassinated by the
Tutsi-dominated military. This led to a series of large-
scale massacres of both Hutu and Tutsi by various mili-
tias and the army.

In 1996 Major Pierre Buyoya became president af-
ter a military coup. In 1998 Buyoya ushered in a new
constitution, which gave executive powers to an elected
president and gave legislative power to the 812-member
elected Assembly. He led the creation of a 10-year power
sharing agreement in 2000, which brought together
many of Burundi’s political and military organizations.
However, a full compromise remained elusive despite
mediation and financial inducements by the European
Union and the United States. Over 300,000 people,
mainly civilians, were killed between 1993 and 2000.
Hundreds of thousands more were displaced, and over
0.5 million Hutus were forcibly relocated by the army
to live in camps.

The revenue collecting capabilities of the Burundian
government are minimal. Tax revenue as a percentage of
gross domestic product amounted to only 12.7 percent in
1999, falling from a 1990 level of 16.3 percent. The IMF
estimates that in 1998, taxes on goods and services
amounted to 43.2 percent of government revenue, tax on
international trade was 28.6 percent, and taxes on income
and profits constituted 22.6 percent. The most important
individual source of revenue was taxes on the brewing
industry, which provided around 40 percent of total gov-
ernment tax receipts. Petroleum provided around 8 per-
cent of indirect taxes.

Burundi

INFRASTRUCTURE, POWER,
AND COMMUNICATIONS

Burundi’s transport infrastructure is very limited.
A crumbling network of 14,480 kilometers (8,998 miles)
of roads, of which 1,028 kilometers (639 miles) are
paved, is used by only 19,000 passenger cars and 12,300
commercial vehicles. In 2000 the World Bank encour-
aged a 50 percent reduction of tanker trucks bringing in
fuel to Burundi to reduce the erosion of the country’s
roads. A 30 percent refined petrol and diesel price rise at
the beginning of 2000 helped to create a fuel shortage.
The majority of Burundi’s trade is conducted across Lake
Tanganyika with the Democratic Republic of Congo.
There is no rail infrastructure. As Burundi is landlocked
it relies on the sea ports of Dar es Salaam in Tanzania
and Mombasa in Kenya. Burundi has 1 international air-
port, which is located at Bujumbura, while another 3 air-
ports exist but are unpaved. Only 12,000 people traveled
by air in Burundi in 1998.

Burundi’s power needs are partially supplied by the
parastatal Regideso. It controls 4 small hydroelectric
power stations that produced 127 million kilowatt hours
of electricity in 1998. Burundi is also an importer of elec-
tricity which is drawn from hydroelectric plants in the
Democratic Republic of Congo. Most of this power is
consumed within Bujumbura. With only 17,000 tele-
phone main lines, 343 mobile cellular phones in use by
1995, and no Internet hosts, Burundi’s telecommunica-
tions system was underdeveloped.

ECONOMIC SECTORS

Because Burundi is landlocked, its exports are costly.
They also lose competitiveness due to the tariffs imposed
on them from neighboring countries. The most important
and largest sector in the economy is agriculture, both for
the domestic supply of food and for the provision of

Communications

SOURCE: World Bank. World Development Indicators 2000.

Cable Personal
Country Newspapers Radios TV Sets? subscribers® Mobile Phones® Fax Machines® Computers® Internet Hosts” Internet Users®
1996 1997 1998 1998 1998 1998 1998 1999 1999
Burundi 3 7 4 N/A 0 0.7 N/A 0.00 2
United States 215 2,146 847 2443 256 784 458.6 1,508.77 74,100
Dem. Rep. of Congo 3 375 135 N/A 0 N/A N/A 0.00 1
Rwanda 0 102 0 N/A 1 0.1 N/A 0.00 5

Data are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
®Data are from the Internet Software Consortium (http://www.isc.org) and are per 10,000 people.
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Burundi
GDP-COMPOSITION BY SECTOR-1998 est.

Agriculture 46%
Services 37%

Industry 17%

SOURCE: CIA World Factbook 2000 [Online].

foreign currency through the export of coffee and tea.
However, Burundi’s dependence on agricultural com-
modities is a weakness since coffee and tea production
are subject to the constant fluctuation of the weather, and
the change of prices on international markets. The agri-
cultural sector provided 46 percent of Burundi’s GDP in
1998 and employed 93 percent of its people. Compara-
tively, industry contributed 17 percent of GDP and em-
ployed 1.5 percent, while services contributed 37 percent
and employed 1.5 percent. Four percent of the country’s
workers are employed by the government.

Burundi
LABOR FORCE-BY OCCUPATION
Industry & Commerce 1.5%
Services 1.5%

Government 4%

Agriculture 93%

TOTAL LABOR FORCE 1.9 MILLION

SOURCE: Handbook of the Nations, 20th ed. Percent distribution
for 1983 est.
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AGRICULTURE

Burundi’s agricultural sector benefits from a mild
climate due to high elevation of the land and regular rain-
fall. However, deforestation and poor farming methods
have caused extensive soil erosion and depletion. It is es-
timated that there will be no more arable land left in Bu-
rundi by 2020, at current depletion rates. The agricultural
sector provided 46 percent of GDP in 1998, and 93 per-
cent of the labor force was employed in agricultural pro-
duction. In the 10-year period from 1988—1997 Burundi
produced an annual average of US$80 million of agri-
cultural exports. The most important of these exports
were cash crops such as coffee, tea, tobacco, and cotton.

The export of coffee accounts for around 80 percent
of all export earnings. In 1992, 40,000 metric tons of Bu-
rundian coffee was sold abroad. However, due to the civil
war and economic embargo, coffee exports dropped be-
tween 1993 and 1996 with an annual average export of
only 18,500 tons. By 1997 the coffee sector recovered
with 32,000 tons exported. Tea accounts for around 10
percent of all export earnings. Exports actually grew
slightly during the civil war and economic embargo. Be-
tween 1988-1992 an annual average of 4,600 tons of dry
green tea leaves were exported, yet between 1993-1997
an annual average of 5,400 tons was recorded. In 1999
the parastatal Office du Thé du Burundi raised the price
of tea by 15 percent in order to encourage farmers to raise
production for 2000. However, there was a price slump
of both coffee and tea on international markets in 2000
and early 2001.

Burundi’s major food crops consist of bananas, cas-
sava, sorghum, rice, maize, and millet. Production of
these crops was steady between 1989 and 1997 except
for rice, which grew by more than 50 percent from 40,000
tons to 64,000 tons, and cassava, which grew from
569,000 tons to 610,000 tons. However, over the same
9-year period Burundi imported an average of US$16.4
million of food per year.

INDUSTRY

Industry is very limited in Burundi. The industrial
sector accounted for 19 percent of GDP in 1990, but due
to the instability caused by civil war this fell to 17 per-
cent by 1998.

MINING. Burundi has extensive mineral reserves. By
2001, gold, tungsten, and cassiterite (tin ore) were mined
on a small scale. One gold reserve was estimated to con-
tain 60 tons of gold ore. It is estimated that about 5 per-
cent of world nickel reserves are on Burundian territory,
and there are significant reserves of uranium, platinum,
and vanadium. Due to political instability, the country’s
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landlocked status, and its limited infrastructure, many of
these highly profitable mineral deposits remain untouched.

MANUFACTURING. Manufacturing is based in Bujum-
bara. Reaching a high of US$11 million of exports in
1992, manufacturing exports fell to US$1 million by
1997. Imports of manufactured goods heavily outweigh
exports with US$55 million imported in 1992, falling to
US$33 million in 1997.

A key manufacturing sector within Burundi’s econ-
omy is the brewing of beer. In 1996, 40 percent of all
government tax receipts were received from only 1 brew-
ery, the Dutch- and government-owned company
Brarudi. Due to rising inflation Brarudi lost money
throughout 1998-1999. High inflation caused a rise in
the price of raw material imports used to manufacture
beer. Sales fell by 10 percent in 1999 due to the price in-
creases that were passed on to consumers. Other prod-
ucts manufactured in the country include soft drinks, cig-
arettes, soap, glass, textiles, insecticides, cosmetics,
cement, and some agricultural processing.

SERVICES

The service sector in Burundi is of minimal impor-
tance. Credit and banking services are limited and the re-
tail sector is based on small trading and shops. Due to
the instability caused by civil war the export of com-
mercial services declined from US$7 million in 1990 to
US$3 million in 1998.

TOURISM. Although Burundi has a great deal to offer
tourists, such as rare wildlife, beautiful green mountain-
ous landscapes, national parks, and access to one of
Africa’s largest lakes (Lake Tanganyika), terrible mas-
sacres and roaming militia members act as a consider-
able deterrent to tourists. In 1992, before the outbreak of
the political crisis, 86,000 tourists arrived in Burundi (the
majority from Africa and Europe), by 1996 only 26,670
were recorded entering the country.

INTERNATIONAL TRADE

Burundi’s balance of trade showed an average an-
nual deficit of US$39.5 million between 1985-1999. In
1999 the deficit stood at US$52 million on exports of
US$56 million and imports of US$108 million. To counter
this deficit the government consistently resorted to bor-
rowing in order to maintain its spending levels. This led
to greater indebtedness and a rise in annual debt repay-
ment levels. Imports and exports were partially reduced in
1996 due to an embargo imposed by regional countries and
the European Union in an attempt to force a peace agree-
ment. However, due to smuggling to and from Burundi
this embargo was soon rendered ineffective. At the outset
of 1999 civil conflict had lessened in intensity, yet short-
ages of sugar and fuel raised the population’s discontent.
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Trade (expressed in billions of US$): Burundi

Exports Imports
1975 .032 .062
1980 .065 168
1985 112 189
1990 .075 231
1995 .106 234
1998 .065 158

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.

The Economist Intelligence Unit estimated Burundi’s
principal imports in 1997 as US$70.4 million of interme-
diate goods, US$63.1 million of capital goods, US$55.1
million of food, and US$31.2 million in energy. The main
origins of these imports were neighboring Tanzania which
supplied 14.8 percent of the total, Kenya (14 percent), the
United States (11.1 percent), Belgium-Luxembourg (8.3
percent), and Germany (5.1 percent). The import of refined
petroleum products represented around 15 percent of Bu-
rundi’s total imports, and took between 20-30 percent of
all national foreign exchange earnings.

In 1997, Burundi’s most important exports were cof-
fee, which sold US$45.2 million, tea (US$20.7 million),
hides (US$4.6 million), and cassiterite (US$3.7 million).
Burundi’s main export partners for these goods were
based in the European Union. Belgium and Luxembourg
consumed 36.1 percent of all Burundi’s exports, while
Germany consumed 20.6 percent. Other destinations for
Burundi’s exports were the Netherlands, which imported
4.1 percent, the United Kingdom (2 percent), and the
United States (1 percent).

MONEY

Due to a lack of confidence in Burundi’s national
economy since the 1993 conflict, the Burundi franc (BFr)
consistently declined in value against the U.S. dollar. In
1995, BFr249.76 bought US$1, while in 2000 a dollar was

Exchange rates: Burundi
Burundi francs per US$1
Jan 2001 782.36
2000 720.67
1999 563.56
1998 47777
1997 352.35
1996 302.75
SOURCE: CIA World Factbook 2001 [ONLINE].
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the equivalent of BFr720.67. The decline in value of the
Burundi franc meant that the average citizen was paying
more and more in order to obtain even the most essential
products. This process of inflation led to a rise in the price
of consumer goods by 31 percent in 1997 and 17 percent
in 1998. This meant that, in constant Burundi francs, the
price of sugar rose from BFr230 in 1996 to BFr350 in
1999, and the price of petrol per liter rocketed from BFr165
to BFr350. In sum, inflation contributed considerably to
the rise of extreme poverty between 1993 and 2000.

POVERTY AND WEALTH

With an annual average GDP per capita of US$730
in 1999, Burundi was one of the poorest countries in the
world with 60 percent of the population living in condi-
tions of extreme poverty. The vast majority of Burundi-
ans were farmers on small plots of land used for subsis-
tence agriculture or for the cultivation of cash crops such
as coffee and tea. The poorest 40 percent of the country
controlled only 20 percent of the wealth, whereas the
richest 40 percent controlled 63.7 percent. The govern-
ment spent only 0.6 percent of its gross domestic prod-
uct on health but 5.8 percent on military expenditures.
The majority of Burundian citizens struggled to supply
themselves and their families with even the most basic

GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Burundi 162 176 198 206 147
United States 19,364 21529 23200 25363 29,683

Dem. Rep. of Congo 392 313 293 247 127
Rwanda 233 321 312 292 227

SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.

Distribution of Income or Consumption by Percentage
Share: Burundi

Lowest 10% 3.4
Lowest 20% 79
Second 20% 12.1
Third 20% 16.3
Fourth 20% 22.1
Highest 20% 416
Highest 10% 26.6

Survey year: 1992

Note: This information refers to expenditure shares by percentiles of the
population and is ranked by per capita expenditure.

SOURCE: 2000 World Development Indicators [CD-ROM].
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health care, with only 6 doctors and 17 nurses per 100,000
people. The daily intake of calories for the average Bu-
rundian fell from 2,104 in 1970 to only 1,685 in 1997.
Over the same period the daily supply of protein fell by
30.8 percent and the intake of fat by 26.7 percent.

WORKING CONDITIONS

In 1998, the minimum wage in Burundi for urban ar-
eas was US$0.37 a day and $0.24 a day for the rest of the
country; this represents a considerable decline from the
1994 minimum wage of $0.63 and $0.42 respectively.
Considering that inflation, nation-wide instability, and the
economic embargo led to a dramatic price increase of con-
sumer goods throughout the late 1990s, the decline of the
minimum wage over the same period meant that Burundi’s
4 million workers were having to pay more to survive with
reduced means to do so. The very low level of organiza-
tion and influence of trade unions and their division along
ethnic and religious grounds meant that Burundi’s work-
ers lacked a sufficient mechanism to assert their rights
against declining pay and poor working conditions.

The rate of illiteracy in Burundi gradually improved
through the 1980s and 1990s. In 1985 illiteracy amongst
the population aged 15 and above was 68 percent. By
1997 this had been reduced to 55 percent, but this was
still 13 percent below the African average. This level of
illiteracy worsened due to the civil war, which helped to
reduce the level of primary school enrollment from 73
percent in 1990 to 54.2 percent in 1998. In addition, it
will be difficult for a government with such limited rev-
enue to provide sufficient education and vocational train-
ing for the large number of Burundi’s youth. This has
significant implications for the country’s economic de-
velopment as the labor force remains generally unskilled.
The problem of an unskilled workforce will be accentu-
ated by the AIDS epidemic, which hits the mature work-
ing sector the hardest.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1500s. Kingdom of Burundi is formed.

1885. Burundi is allocated to Germany at the Berlin
Congress of European colonial powers.

1899. Burundi becomes a full military district of the
German Empire.

1916. Belgium occupies Burundi in World War 1.

1961. Prince Louis Rwagasore is elected president,
and is assassinated less than 5 months later.

1961. Burundi gains independence and the ethnic vio-
lence begins.

Worldmark Encyclopedia of National Economies



1972. Massacre by the army and militias claims
200,000 lives and 150,000 Hutu flee the country.

1986. Burundi adopts a program of economic liberal-
ization as prescribed by the IMF and World Bank.

1993. Assassination of democratically elected Presi-
dent Melchoir Ndadaye leads to civil war.

1996. Major Pierre Buyoya becomes president in a
military coup.

FUTURE TRENDS

Even though Nelson Mandela and many others have
attempted to assist Burundi’s peace process it remains
unlikely that a long-term solution will be found to the
highly complex and tragic conflict in Burundi. This is
in part due to the exclusion of certain Hutu militias from
talks and the involvement of the Burundian army and
Hutu militia groups in the war in the Democratic Re-
public of Congo. External donors such as the IMF, World
Bank, and European Union are eager to provide aid to
the country if it is able to properly adapt free market re-
forms and end the conflict. In fact, it seems likely that
these donors will accept any kind of reform as an ex-
cuse to provide much needed capital in this devastated
country whose crisis has negative effects on the region
as a whole. If a suitable peace agreement can be reached
the national economy will enjoy significant growth due
to the input of promised external aid, the reconstruction
of the national infrastructure, and increased economic
stability.

DEPENDENCIES

Burundi has no territories or colonies.
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CAPITAL: Yaoundé.

MONETARY UNIT: Communauté Financiere
Africaine (CFA) franc. The CFA franc is tied to the
French franc at an exchange rate of CFA Fr50 to
Frl. One CFA franc equals 100 centimes. There are
coins of 5, 10, 50, 100, and 500 CFA francs, and
notes of 500, 1,000, 2,000, 5,000, and 10,000 CFA
francs.

CHIEF EXPORTS: Crude oil and petroleum products,
lumber, cocoa beans, aluminum, coffee, cotton.
CHIEF IMPORTS: Machines and electrical equip-
ment, transport equipment, fuel, food.

GROSS DOMESTIC PRODUCT: US$31.5 billion
(purchasing power parity, 1999 est.).

BALANCE OF TRADE: Exports: US$2 billion (f.0.b.,
1999). Imports: US$1.5 billion (f.0.b., 1999).

COUNTRY OVERVIEW

LOCATION AND SIZE. Located on the west coast of
Central Africa, Cameroon covers an area of 475,400
square kilometers (183,695 square miles), slightly more
than California. Land boundaries extend for a total of
4,591 kilometers (2,853 miles) between Nigeria to the
northwest, Chad to the northeast, the Central African Re-
public (C.A.R.) to the east, and the Republic of the
Congo, Gabon, and Equatorial Guinea to the south. The
country also has 402 kilometers (249 miles) of coastline
on the Bight of Biafra, part of the Atlantic Ocean. The
topography of Cameroon is varied, ranging from tropi-
cal rain forests in the south to mountainous highlands in
some western central regions, and semi-arid savanna in
the far north.

POPULATION. The population of Cameroon was esti-
mated at 15,421,937 in July 2000 and is growing at an
annual rate of 2.47 percent. The birth rate is estimated at
36.6 births per 1,000 people and the death rate is 11.89
births per 1,000 people. If these trends continue, the pop-
ulation will approach 20 million in 2010. Cameroon has
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Republic of Cameroon
République du Cameroun

a very young population: 43 percent of its people are
younger than 15, while just 3 percent are over 65. Though
English and French are the “official” languages, there are
24 major language groups spoken by a diversity of eth-
nic groups. The CIA’s World Factbook lists the religious
composition as 40 percent Christian, 20 percent Muslim,
and 40 percent indigenous beliefs, but these categories
are not so neatly divided, as traditional animist beliefs
are often mixed with Muslim or Christian beliefs.

OVERVIEW OF ECONOMY

Since gaining its independence in 1960, Cameroon’s
economy has swung from a long period of prosperity to
a decade of recession, followed by a partial recovery.
The economy depends on the production of various raw
commodities and has therefore been vulnerable to price
fluctuations for these commodities. The country remains
primarily agricultural, but it has gradually diversified into
the production of petroleum and lumber, and the provi-
sion of basic industries and services. Its abundant natural
resources, favorable geographic position, and relative po-
litical stability have allowed Cameroon to build one
of the most diverse and prosperous economies in sub-
Saharan Africa.

Following independence in 1960, Cameroon enjoyed
25 years of prosperity before falling on hard times in the
mid-1980s. During that period, the country developed a
prosperous and diverse economy, based on agriculture,
petroleum production, and some basic industries. Begin-
ning in 1986, however, the economy shrank dramatically
as low prices for oil, coffee, and cocoa reduced
Cameroon’s export income. Oil production also began a
steady decline during the 1980s and fell from 9 million
metric tons in 1986 to 5 million metric tons in 1997.
Cameroon’s GDP declined by 30 percent between 1986
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and 1995. In 1993, the government was forced to reduce
civil service salaries by 30 to 50 percent in an effort to
limit its spending and, throughout this period, it tried with
little success to revive the country by making structural
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adjustments and reforms. Only during the late 1990s did
Cameroon begin emerging slowly from the doldrums, av-
eraging annual growth of almost 5 percent from
1997-1999.
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Beginning in the early 1980s, petroleum became
Cameroon’s largest single export commodity, accounting
for nearly half of export earnings. Although agriculture
continues to occupy most of the country’s workforce, pe-
troleum contributes the largest share of its export earn-
ings. Falling prices and decreasing production levels re-
duced oil revenues to 30 percent of export earnings in
the 1990s, but a surge in oil prices doubled Cameroon’s
oil revenues in 1999-2000. Lumber is Cameroon’s sec-
ond largest export, providing an additional 20 percent of
export revenues. Agricultural commodities, especially
coffee, cocoa, bananas, and cotton, account for most of
the remaining export earnings. Cameroon also produces
a number of food crops and light industrial goods that
are sold in domestic and regional markets.

Several advantages have enabled Cameroon to pros-
per more than its neighbors. The country is blessed with
a wealth of natural resources, especially its fertile land,
petroleum, and lumber. Unlike all of its immediate neigh-
bors, Cameroon has not been damaged by any serious
civil conflicts, and enjoys an advantageous geographic
position between Nigeria and several central African
countries that provide growing markets. Two neighbor-
ing countries, Chad and the C.A.R., rely on Cameroon’s
transportation system and the port city of Douala for links
to the outside world.

Cameroon’s long economic crisis of the 1980s and
1990s contributed to a rising debt burden estimated at
nearly US$7.7 billion, or 84 percent of GDP, in 1999.
Debt service payments have reduced the value of export
earnings and consumed an excessive portion (33 percent)
of government budgets. In late 2000, the International
Monetary Fund (IMF) announced that Cameroon would
qualify for the Heavily Indebted Poor Countries (HIPC)
debt relief initiative, which will provide US$100 million
annually to cover debt service payments. Increased oil
revenues have also helped to reduce the government’s
debt burden.

Pervasive corruption and government mismanage-
ment have seriously hindered Cameroon’s economy by
creating an unfavorable business climate and discourag-
ing investment. Based on a poll of private companies,
Transparency International rated Cameroon as the
world’s most corrupt country for 2 consecutive years in
1998 and 1999. The country’s main port, Douala, is par-
ticularly notorious for its corruption, inefficiency, and
high costs, but corruption exists throughout the govern-
ment bureaucracy where civil servants routinely obstruct
paperwork until they receive their “gumbo,” or tip. The
government has initiated high-profile attempts to fight
corruption, but these practices are not widely accepted
and it remains difficult to eliminate. Corruption was ag-
gravated by Cameroon’s long period of economic de-
cline, culminating in the government’s decision to cut
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civil service salaries by up to 50 percent in 1993. Though
Cameroon fell to 7th in Transparency International’s
2000 listing, corruption has continued to have an adverse
effect on Cameroon’s economic expansion.

Economic figures in the 1990s indicated that
Cameroon had made progress in reducing some of these
problems. Four years of solid growth during the late
1990s followed a decade of decline and, in 2000, the gov-
ernment began a second 3-year structural adjustment
program that aims to continue privatization of state en-
terprises and improvement of public management. The
government has also revised tax laws and undertaken re-
forms to encourage investment, while several infra-
structure projects should also help the business climate.
During 2000-2004, the Chad-Cameroon Development
project, one of the largest infrastructure projects in
Africa, will provide Cameroon with a major economic
boost, particularly in the construction and transportation
sectors. This project will invest US$3.7 billion to build
oil production facilities in southern Chad, a pipeline
across Cameroon, and associated infrastructure in both
countries.

POLITICS, GOVERNMENT,
AND TAXATION

Cameroon was originally colonized by Germany,
but was divided between England and France after
World War I. Since gaining independence in 1960,
Cameroon has had only 2 presidents: Ahmadou Ahidjo,
who relinquished power voluntarily in 1982, and Paul
Biya, the current president, who was elected to a 7-year
term in 1997.

Historically, political stability has proved one of
Cameroon’s most vital economic assets. The country has
watched civil wars and serious unrest erupt in each of its
neighbors, while managing to avoid major conflict within
its own borders. Cameroon’s first president, Ahidjo, ruled
the country by sometimes authoritarian methods, but the
resulting stability allowed for the growth of a highly di-
verse economy.

The popularly-elected Cameroonian president pre-
sides over the unicameral (1-house) National Assembly,
comprising 180 seats. Members are elected by popular
vote to a 5-year term of office, but the president has the
power to lengthen or shorten the term of a government.
Though Cameroon is a stable country with ostensibly dem-
ocratic institutions, political power remains concentrated
in the hands of President Biya and his ruling party. Like
the heads of state of many neighboring countries in sub-
Saharan Africa, President Biya has developed a democra-
tic facade while maintaining effective control of most gov-
ernmental institutions. Past elections have been marred by
serious fraud, leading most major opposition parties to
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boycott the most recent elections in 1997. President Biya
will be eligible for reelection in 2004.

The ruling Democratic Rally of the Cameroon Peo-
ple (RDPC) has dominated Cameroonian politics and
controlled its government since independence. Since
1990, many opposition parties have freely organized
themselves to compete in elections, but the opposition re-
mains divided. The most prominent opposition parties in-
clude the Social Democratic Front (SDF), led in 2001 by
John Fru Ndi; the National Union for Democracy and
Progress (UNDP), led in 2001 by Maigari Bello Bouba;
and the Cameroonian Democratic Union (UDC), led in
2001 by Adamou Ndam Njoya. All of these parties es-
pouse similar ideologies of free enterprise.

Cameroon is handicapped by the lack of an effective
and independent judiciary. Judges are appointed by the
president, and courts are subject to the influence of
money and politics. In 1999, Groupement Inter-Patronal
du Cameroun (GICAM), an organization representing
and coordinating Cameroon’s largest businesses, estab-
lished a business arbitration center in order to avoid the
inefficiencies and uncertainties of Cameroon’s legal sys-
tem. A regional commercial court is due to be established
in N’Djamena in Chad. Lack of an independent court sys-
tem further deters foreign companies from investing in
Cameroon.

The country is gradually reducing the legacy of state
involvement in economic affairs that it inherited from
France. Beginning in 1997, Cameroon began collaborat-
ing with the IMF and the World Bank on a new struc-
tural adjustment program. Four previous reform programs
ended in failure, but the recent program has been more
successful. Reforms have sought to privatize state enter-
prises and improve management practices in government.
The tax code has been simplified and customs rules have
been partly reformed in order to bring Cameroon into har-
mony with regional standards established by the Central
African Economic and Monetary Community (CEMAC),
the economic and monetary community of Central Africa.

These measures have contributed to the recent turnaround
in Cameroon’s economy.

As part of its structural adjustment reforms,
Cameroon is continuing the process of privatizing its state
enterprises. Though the pace of this process has been
slow, a state insurance company, the national railroad,
the mobile telephone company, and all state banks have
been privatized, as have several agro-industrial firms, in-
cluding the state sugar company, a rubber company, and
a palm oil company. Plans for the privatization of
Cameroon Airlines and the Cameroon Development Cor-
poration are well advanced, and the state electricity, wa-
ter, and telephone companies should be privatized dur-
ing the next 2 years. The privatization process has already
contributed to recent economic growth by encouraging
investment in developments that the state was unwilling
to finance.

Cameroon’s government generates revenues primar-
ily from oil sales, customs duties, and taxes on busi-
nesses. Oil revenues declined from 50 percent of gov-
ernment revenue in the 1980s to 30 percent in the 1990s
before returning to 50 percent when oil prices rose in
1999-2000. During the late 1990s, Cameroon began to
revise its tax and customs codes to bring them into com-
pliance with CEMAC standards. As part of CEMAC’s
regional integration plan, all 5 member-countries estab-
lished a value-added tax and began to harmonize their
customs duties.

INFRASTRUCTURE, POWER,
AND COMMUNICATIONS

Cameroon’s infrastructure is partially developed, but
inadequate investments have allowed some resources to
deteriorate and lack of adequate infrastructure has im-
peded economic development in certain areas. Cameroon
has developed a network of hydroelectric power stations
that provide most of its electricity, while the telecom-
munications sector, previously stifled by government

Communications

SOURCE: World Bank. World Development Indicators 2000.

Cable Personal
Country Newspapers Radios TV Sets®  subscribers®  Mobile Phones®  Fax Machines® Computers® Internet Hosts® Internet Users®
1996 1997 1998 1998 1998 1998 1998 1999 1999
Cameroon 7 163 32 N/A 0 N/A N/A 0.00 20
United States 215 2,146 847 2443 256 78.4 458.6 1,508.77 74,100
Nigeria 24 223 66 N/A 0 N/A 57 0.00 100
Gabon 29 183 55 N/A 8 0.4 8.6 0.02 3

Data are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
®Data are from the Internet Software Consortium (http:/www.isc.org) and are per 10,000 people.
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monopoly, has recently seen a surge in investment. Pri-
vatization of the state electric, water, and phone compa-
nies is expected to stimulate further investment in infra-
structure.

Cameroon’s road system is partially developed, but
many rural roads are heavily eroded and poorly main-
tained. The road network covers 34,300 kilometers
(21,266 miles), only 4,300 kilometers (2,666 miles) of
which are paved. Most provincial capitals are accessible
through decent roads, but many rural areas are more dif-
ficult to reach, while mountainous terrain and annual tor-
rential rains seriously degrade the road system in many
areas. During 2000-2005, several major projects are ex-
pected to pave over 800 kilometers (500 miles) of roads
and improve transportation links with Chad and the
C.A.R. During 1999-2000, the European Union and
France allocated over CFA Fr35 billion to road con-
struction and maintenance projects. In the long term, the
government has prepared a 15-year investment plan to
pave 3,000 kilometers (1,860 miles) of roads.

A railroad links the port facilities in Douala to the
capital city of Yaoundé and continues to the northern city
of Ngaoundéré. In addition to serving Cameroon’s capi-
tal city, this railway transports goods between Douala and
Chad and the C.A.R. Under public management, invest-
ments were limited and the railroad experienced frequent
breakdowns until 1999, when the government railroad,
Fercam, was renamed Camrail and sold to 2 foreign com-
panies, Groupe Bollore of France and Comazar of South
Africa. These 2 companies planned to invest nearly
US$50 million in infrastructure improvements. With in-
creased traffic in materials for the Chad-Cameroon
pipeline, Camrail hoped to raise its annual cargo from 2
million to 2.5 million metric tons.

Douala is one of Africa’s largest ports, with annual
traffic exceeding 5 million metric tons. In addition to
serving Cameroon’s interior regions, Douala also serves
as a principal port for Chad, Congo, and the C.A.R.
Douala has long been plagued by problems of slow,
costly services and widespread corruption but, under
pressure from the World Bank and the IMF, the govern-
ment has begun drafting plans to reform Douala’s port
services. These reforms had not yet been clearly defined
by 2000, but it is expected that management of certain
port services will be privatized. In the longer term,
Cameroon is planning to develop other port facilities in
Limbe, Kribi, and Garoua. The port in Douala is not deep
enough for the larger ships that are expected to carry an
increasing share of sea cargo, but Kribi is more suitable
for such traffic.

Cameroon has 3 international airports, in Douala,
Yaoundé and Garoua, as well as 8 smaller airports with
paved runways. The national airline, Cameroon Airlines,
provides services between Cameroon and several neigh-
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boring countries, while Douala and Yaoundé are also
served by several international airlines with connections
to Paris and several cities throughout Africa.

Cameroon consumes approximately 3 billion kilo-
watt-hours (kWh) of electricity per year, most of which
is provided by hydroelectric power. The country’s elec-
tricity grid is mainly confined to urban areas and indus-
try consumes over half of the power supply. The state
electricity company, Sonel, has not invested in any in-
frastructure improvements for over a decade, but when
Sonel is privatized its managers are expected to improve
infrastructure and develop a wider customer base over
coming years.

Telecommunications are quite limited, but are ex-
pected to develop more quickly as the sector is liberal-
ized. In 1999, Cameroon had less than 90,000 telephone
lines, giving a telephone density of less than 6 phones
per 1000 people, but licenses have now been granted to
several cellular telephone companies and Internet ser-
vice providers. The number of cellular and Internet users
is still small, but is growing rapidly. Two cellular com-
panies, 1 French and 1 South African, have invested in
cellular networks and are competing aggressively to sign
up clients.

ECONOMIC SECTORS

Although primarily an agricultural economy,
Cameroon has developed petroleum resources and a va-
riety of industrial and service enterprises. Agriculture em-
ployed 70 percent of the working population and pro-
vided 42 percent of GDP in 1997. Commercial crops such

Cameroon
GDP-COMPOSITION BY SECTOR-1997 est.

Agriculture 42%
Services 36%

Industry 22%

SOURCE: CIA World Factbook 2000 [Online].
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Cameroon
LABOR FORCE-BY OCCUPATION

Other 17% Agriculture 70%

Industry &
Commerce

13%

TOTAL LABOR FORCE N/A
SOURCE: CIA World Factbook 2001 [Online].

as coffee, cocoa, and bananas provide a significant share
of Cameroon’s export earnings and additional crops are
produced for domestic consumption. Lumber has grown
into Cameroon’s second largest export, but the country’s
forests will probably be exhausted during the next decade.

Cameroon has developed an array of industrial en-
terprises that provided 22 percent of its GDP in 1997.
Though oil production levels have declined since the
1980s, petroleum still provides a large share of
Cameroon’s export earnings. Agro-industrial enterprises
produce sugar, fruit juices, pasta, powdered milk, coffee,
chocolate products, corn oil, and palm oil. A textile com-
pany produces fabric from cotton grown in northern
provinces, and a cement company produces cement that
is sold in Chad and the C.A.R. as well as domestically.
Cameroon has recently tried to encourage domestic pro-
cessing of its forestry resources by banning the export of
raw lumber. Additional industries manufacture matches,
batteries, beer, and mineral water. Most of these products
are marketed in Cameroon and its neighboring countries.

The service sector provided an additional 36 percent
of Cameroon’s GDP in 1997. Cameroon has profited
from its geographic position by providing transportation
services to several neighboring countries. The banking
sector currently includes 9 commercial banks and a num-
ber of smaller financial institutions. The energy and
telecommunications sectors have stagnated over the past
2 decades due to the failure of government to invest in
infrastructure. Banking, telecommunications, and insur-
ance sectors are still in the process of being liberalized
and a number of state services are being privatized.
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AGRICULTURE

Agriculture remains the backbone of Cameroon’s
economy, employing 70 percent of its workforce, while
providing 42 percent of its GDP and 30 percent of its ex-
port revenue. Blessed with fertile land and regularly
abundant rainfall in most regions, Cameroon produces a
variety of agricultural commodities both for export and
for domestic consumption. Coffee and cocoa are grown
in central and southern regions, bananas in southwestern
areas, and cotton in several northern provinces. In addi-
tion to export commodities, Cameroonian farmers pro-
duce numerous subsistence crops for family consump-
tion. Principal food crops include millet, sorghum,
peanuts, plantains, sweet potatoes, and manioc. Animal
husbandry is practiced throughout the country and is par-
ticularly important in northern provinces.

LUMBER. The lumber industry is Cameroon’s second
largest source of export revenue behind petroleum, em-
ploying 25,000 workers and accounting for 7.4 percent
of Cameroon’s GDP. Cameroon’s forest resources are
concentrated in its southeastern provinces, near the bor-
ders with Congo and C.A.R. Cameroon has recently en-
acted laws to increase the processing of its forest re-
sources by banning the export of raw lumber. Several
foreign companies are competing in this industry and a
total of 66 lumber-processing mills have been estab-
lished. Annual production capacity has increased from
1.2 million cubic meters in 1994 to 2.68 million cubic
meters in 1999, but lumber companies have been cutting
down trees at an unsustainable rate. If the trend contin-
ues, Cameroon’s forest resources will be almost ex-
hausted by 2010. The government has enacted laws to
improve the management of forest resources, but these
laws have been poorly enforced.

COCOA AND COFFEE. An estimated 4 million Cameroo-
nians depend on cocoa and coffee for their livelihood.
Both commodities are produced by millions of farmers
on small-scale farms. Cameroon is a major cocoa pro-
ducer and exports approximately 120,000 metric tons of
cocoa annually. In the late 1990s, annual coffee produc-
tion has varied between 60,000 and 100,000 metric tons.
Some of these commodities are processed locally, but
most are exported to Europe. Coffee and cocoa prices re-
cently fell to their lowest levels in nearly 30 years, thus
reducing Cameroon’s export earnings. Most of the coun-
try’s coffee is produced in the western region of Moungo,
while cocoa is produced primarily in central southern
Cameroon. The coffee and cocoa industries were for-
merly under government control, but they were privatized
beginning in 1995. Several hundred businesses initially
jumped into the coffee exporting business, but several
foreign firms have come to dominate the trade.
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BANANAS AND PLANTAINS. Banana exports have risen
dramatically during the past decade, increasing from
80,000 to nearly 250,000 metric tons per year. This in-
crease is due in large part to improved farming methods
that have brought greater yields. In addition to these
quantities for export, Cameroonian farmers produce an-
other 700,000 metric tons of bananas and 1,300,000 met-
ric tons of plantains for domestic consumption. Plantains
are grown by individual small-scale farmers throughout
southern and western Cameroon, while banana exports
are produced primarily by 2 large companies in the south-
western region, the Marseille Fruit Company, and the
Cameroon Development Corporation, which is currently
being privatized.

Though productivity has recently increased,
Cameroon’s bananas are less competitive than Central
American bananas. Cameroon is one of the leading sup-
pliers of bananas to Europe, where the European Union
has long offered them preferential market access. This
has provoked a well-publicized trade dispute with the
United States. In 1998, the United States won a decision
from the World Trade Organization (WTO) to eliminate
preferential access by 20006, putting less competitive
Cameroonian producers at risk. Nevertheless, some ob-
servers believe that continuing gains in productivity will
allow Cameroon’s bananas to compete in 2006.

COTTON. Cotton is produced in Cameroon’s far north-
ern provinces where it is the main cash crop. More than
300,000 farmers cultivate 172,000 hectares (424,840
acres) to produce 60—80,000 metric tons of cotton fiber
a year. Cotton production is managed by a state enter-
prise, Sodecoton, that provides training for cotton farm-
ers, supplies fertilizer and insecticides, and buys the crop.
Sodecoton is in the midst of a slow privatization process.
Cotton earnings have varied significantly according to
fluctuations of rainfall in the northern provinces and
prices on the international market. Prices have recovered
some ground following their plunge in the 1980s and
Cameroon’s production has grown in recent years, but
the cotton sector has not regained the profitability it en-
joyed prior to the years of decline.

RUBBER. Rubber is produced primarily in the forested re-
gion of Niete, north of Yaoundé, by 3 agro-industrial com-
panies, CDC, Hevecam and Safacam. The rubber yield
plummeted from 58,000 metric tons in 1998-1999 to
32,000 metric tons in 1999-2000. The main producer,
Hevecam, was purchased in 1996 by the GMG Group
based in Singapore. Most of Cameroon’s rubber is ex-
ported to the European Union. With average annual rub-
ber exports valued at CFA20 billion (US$30 million), this
industry provides 2 percent of Cameroon’s export revenue.

SUBSISTENCE CROPS. Cameroonian farmers cultivate a
variety of crops for domestic consumption, and increased
their production throughout the 1990s. Cameroon has
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consistently been able to feed itself from subsistence
crops that include plantains, corn, sweet potatoes, cas-
sava, and millet. Farmers also grow a variety of vegeta-
bles for sale in local markets, while a number of fruits
and vegetables are also exported to regional markets. In
recent years, Cameroon has tried to decrease its reliance
on traditional exports by encouraging the production of
pineapples, avocados, plantains, and other foods for ex-
port to neighboring CEMAC countries.

ANIMAL HUSBANDRY. Approximately two-thirds of
Cameroon’s rural population raises animals by traditional
methods, keeping cows, goats, sheep, and chickens in
their compounds. Farmers raise animals as savings, to
earn extra income, and for their own consumption. In
rural African culture, chickens and goats are slaughtered
as a gesture of hospitality for relatives and important vis-
itors. Some semi-nomadic families raise animals as their
principal occupation, particularly in several northern
provinces where much of Cameroon’s meat is produced.
Almost all of these animals are consumed in Cameroon.
Overall, animal husbandry contributes an estimated 2.6
percent of the country’s GDP.

INDUSTRY

Industry employs one-eighth of Cameroon’s work-
force and contributed 22 percent of its GDP in 1997.
Cameroon has gradually developed a range of industrial
ventures aimed mainly at domestic and regional markets.
Many of these industries are based in the port city of
Douala, the country’s industrial capital, and have bene-
fited from Cameroon’s geographic position and its low
energy prices. The development of petroleum reserves
has been accompanied by the construction of light re-
fineries. Cameroon has also developed the manufacture
of several light consumer goods that tend to replace more
expensive imports. These include batteries, pasta, palm
oil, beverages, cigarettes, and textiles. The cement in-
dustry supplies the country’s booming construction sec-
tor as well as some promising neighboring markets.

PETROLEUM. Cameroon is the fifth-largest oil producer
in sub-Saharan Africa and produced 100,000 barrels per
day in 1999. Elf, Perenco, and Pecten International (a sub-
sidiary of Shell) have produced crude oil from several dif-
ferent deposits. Petroleum production began in 1977 and
reached a peak of 9 million metric tons in 1986, before
declining to 6 million metric tons in 1996. Thereafter,
production stabilized, and oil revenues in 1999-2000
surged from US$500 million to nearly US$900 million
with the doubling of oil prices. In the late 1990s,
Cameroon revised its laws to stimulate additional explo-
ration, but has so far had limited success. One area where
oil reserves hold promise is the Bakassi Peninsula, a re-
gion also claimed by neighboring Nigeria in a dispute that
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has been referred to the International Court of Justice. A
state-owned company, Sonara, refines 1.5 million metric
tons of imported crude oil and exports 40 percent of its
product. Another state oil company, Société Nationale des
Hydrocarbures (SNH), manages Cameroon’s interests in
the petroleum sector.

MINERAL PROCESSING. One of Cameroon’s largest fac-
tories is an aluminum smelting plant in Douala, which
produces aluminum from imported bauxite. In 1999, alu-
minum exports reached nearly US$100 million, repre-
senting 5 percent of the country’s export revenues.
Cameroon’s cement company, Cimencam, operates a fac-
tory in Douala and one in Figuil, on the Chad border. In
addition to the domestic market, these factories supply
the entire markets of Chad and the C.A.R. Cameroon pro-
duces small amounts of gold in the eastern province near
the border with C.A.R.

BEVERAGES. Beer and soft drinks are manufactured for
the domestic market and are also exported to several
neighboring countries. Two of Cameroon’s 5 largest
companies (measured in terms of annual profits in
1998-99) are beverage producers: Cameroon Breweries
and Guinness. Cameroon Breweries, owned by the
French company Castel, controls 70 percent of the beer
market and holds licenses to produce several major in-
ternational brands including Amstel, Mutzig, Castel, and
Tuborg. It also produces Tanguy mineral water and Coca-
Cola soft drinks. Guinness (based in the United King-
dom) holds 17 percent of the drinks market.

AGRO-INDUSTRY. Cameroon has developed a number
of small industries for processing its agricultural produce.
The recently privatized domestic sugar company, Socu-
cam, produces 100,000 metric tons of sugar for the do-
mestic market. Panzani produces 4,500 metric tons of
pasta in a factory in Douala, most of which is exported
to regional countries. Cameroon makes Maggi bouillon
cubes for cooking, while Chococam processes some of
the country’s raw cocoa to produce several chocolate
products for regional markets. Cameroonians use copi-
ous amounts of palm oil in their cooking, and a number
of companies produce approximately 100,000 metric tons
of palm oil for the local market.

TEXTILES. Cameroon has cotton and textile industries
based in the northern provinces. Sodecoton gins
Cameroon’s raw cotton and sells 7 percent of its product
to Cicam, a textile company. Cicam employs 1,500 work-
ers at factories in Garoua and Douala, producing fabric
sold on regional markets. Cicam is the largest textile pro-
ducer in the Central African region, but it has experi-
enced difficulties in competing against imports from
Nigeria and East Asia. During the late 1990s, increasing
imports of cheap used clothing from Europe and the
United States reduced Cicam’s domestic market.
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SERVICES

Cameroon’s service sector has begun to benefit from
the ongoing privatization of banking, transportation, and
telecommunications services. In 1997, services employed
an estimated 17 percent of Cameroon’s workforce and
produced 36 percent of its GDP. During the late 1990s,
the government privatized the railroad operator and a mo-
bile telephone company, as well as several banks and in-
surance companies. The state telephone company, Cam-
tel, was offered for sale in 2000. Investments in the
petroleum sector are expected to stimulate further growth
in Cameroon’s service sector.

TRANSPORTATION. Cameroon profits from its geo-
graphical position by serving as the principal transporta-
tion link for Chad, C.A.R., and other neighboring coun-
tries. Cameroon’s railroad has traditionally transported
large volumes of wood from Cameroon and the northern
Congo and cotton from Chad and northern Cameroon.
Cargo volumes are expected to increase in coming years
when rail will be used to transport pipes, fuel, and other
materials for the Chad-Cameroon oil production and
pipeline project.

In spite of many problems, port services in Douala
have thrived along with the transportation sector. Douala
handles over 95 percent of imports to Cameroon, Chad,
and the C.A.R. Cargo volumes exceeded 5 million met-
ric tons annually in the late 1990s and Douala’s capac-
ity is estimated at 7 million metric tons.

FINANCIAL SERVICES. During Cameroon’s recent eco-
nomic resurgence, financial services have flourished,
growing by 10 percent in 1999-2000. Total market re-
sources increased from CFA Fr646 billion in 1999 to just
over CFA Fr800 billion in 2000. Banking services are
dominated by branches of several multinational banking
groups such as Société Genérale, Crédit Lyonnais, and
Standard Chartered Bank. During the late 1990s,
Cameroon’s largest state-owned bank, Banque Interna-
tional du Cameroun pour I’Epargne et le Crédit (BICEC),
was privatized and another multinational, Groupe Popu-
laire, took a controlling share. The banking sector expects
continuing growth to be fueled by further privatization
and rising investments associated with the Chad-
Cameroon pipeline project.

TELECOMMUNICATIONS. A recent surge in telecom-
munications investment is expected to continue. Since the
mid-1990s, 2 companies have begun investing in the pro-
vision of cellular services, and in 1998 the government
divided the state telephone company into 2 entities, Cam-
tel and Camtel Mobile. Camtel maintained a monopoly
over fixed phone services, while Camtel Mobile offered
cellular services. A second cellular license was sold to
an affiliate of France Telecom, and Camtel Mobile was
bought by MTN, a South African cellular phone com-
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pany. The government is in the process of soliciting and
evaluating bids from several foreign companies interested
in buying a controlling share of Camtel. When Camtel is
finally freed from government management, continuing
investment and increasing access to telephone services
will assure continuing growth in this sector.

RETAIL. There is a vast array of retail businesses of vary-
ing sizes in both rural and urban areas of Cameroon.
Weekly rural markets attract farmers who sell their food
crops while individual traders peddle a variety of house-
hold goods. Most durable goods, such as cars and house-
hold appliances, are sold in Yaoundé, Douala, and some
provincial capitals. These urban centers also have shops
offering a large variety of consumer goods.

INTERNATIONAL TRADE

During the 1990s Cameroon consistently ran trade
surpluses, though these varied according to commodity
prices. In 1999, for example, exported goods totaled al-
most US$2 billion, while imported goods amounted to
almost US$1.5 billion. A surge in oil prices contributed
to a 30 percent rise in the value of Cameroon’s exports
during the late 1990s. At the same time, lower revenues
from cocoa and rubber were offset by increased revenues
from coffee, cotton, and aluminum. In 1999-2000, oil
provided nearly half of the country’s export revenues,
while agricultural products provided an additional 25 per-
cent, lumber 16 percent, and aluminum 5 percent.

The European Union is Cameroon’s biggest trading
partner. It supplies most of Cameroon’s imports, while re-
ceiving over 80 percent of its exports. All of Cameroon’s
principal exports—including oil, coffee, cocoa, bananas,
cotton, lumber, and aluminum—travel primarily to Euro-
pean ports. In 1999-2000, 22 percent of Cameroon’s ex-
ports went to Italy and another 16 percent to France.
Cameroon also exports a variety of fruits, vegetables, and
manufactured goods to neighboring countries. France has
historically supplied the largest share of Cameroon’s im-
ports, which include machinery, processed food products,

Trade (expressed in billions of US$): Cameroon

Exports Imports
1975 A47 .599
1980 1.384 1.602
1985 722 1.151
1990 2.002 1.400
1995 1.651 1.199
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.
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and a range of other consumer goods. Although Cameroon
exports crude and refined oil, it also imports fuel for its
domestic needs. Fuel accounted for 20 percent of imports
in 1999. Most of this fuel is imported and distributed by
4 international firms: TotalFinaElf, Mobil, Shell, and Tex-
aco, while other goods are imported by a variety of trad-
ing firms and industrial companies.

MONEY

Cameroon is part of the Central African Monetary
and Economic Union (Communaute Economiquareue
et Monetaire de 1’Afrique Centrale, or CEMAC), a
group of 5 francophone countries that use the same cur-
rency, the CFA franc. The CFA franc is tied to the
French franc and can be readily exchanged at 50 CFA
francs to 1 French franc. Cameroon, like all members
of the CFA franc communities, has benefited from this
stable currency.

As a member of the CFA zone, Cameroon was pro-
foundly affected by the 50 percent devaluation of the
CFA in 1994. The devaluation caused a temporary rise
in inflation to nearly 30 percent in 1995 before de-
scending to around 2 percent in the late 1990s. The coun-
try’s economy appears to have benefited from this de-
valuation, which made its traditional exports more
competitive on world markets. In the short term, how-
ever, devaluation lowered living standards and probably
increased poverty by raising prices while most salaries
remained static.

CEMAC planned to open a regional stock exchange
in Libreville, Gabon, in 2001, despite the existence of a
limited stock exchange in Douala.

POVERTY AND WEALTH

Though Cameroon’s poverty indicators still compare
favorably to other sub-Saharan countries, years of eco-
nomic decline have increased the percentage of Cameroo-
nians living in poverty. One study conducted by the

Exchange rates: Cameroon

Communaute Financiere Africaine francs (CFA Fr) per US$1

Jan 2001 699.21
2000 711.98
1999 615.70
1998 589.95
1997 583.67
1996 511.55

Note: From January 1, 1999, the CFA Fr is pegged to the euro at a rate of
655.957 CFA Fr per euro.

SOURCE: CIA World Factbook 2001 [ONLINE].
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GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Cameroon 616 730 990 764 646
United States 19,364 21,529 23,200 25,363 29,683
Nigeria 301 314 230 258 256
Gabon 6,480 5,160 4,941 4,442 4,630
SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.

United Nations Development Program (UNDP) and
cited in Marche Tropicaux estimated that this percentage
rose from 40 percent in 1983 to 50 percent in 1999. Per
capita income fell from US$1,100 in the early 1980s to
around US$600 in the 1990s. The government reacted to
Cameroon’s shrinking economy by reducing producer
prices and government expenditures during the early
1990s. Farmers who sold their cotton, cocoa, or other
agricultural goods to state-run businesses saw their in-
comes drastically reduced. In 1993, the government also
reduced civil service salaries by 50 percent, while de-
valuation of the CFA franc in 1994 also contributed to
increased poverty by raising inflation. In 1999, the UNDP
ranked Cameroon as 134th out of 174 countries on its
Human Development Index. The Index is a social and
economic indicator which ranks poverty on the basis of
statistics for life expectancy, access to clean water, ade-
quate food, and the provision of health care, education,
and public services. While Cameroon ranks high among
sub-Saharan African countries, it still compares unfavor-
ably with most Asian and South American countries.

As in most other developing countries, traditional
measures indicate that poverty is most prevalent in rural
areas. Studies have indicated that, in 1999, 20-30 percent
of the population in Yaoundé and Douala lived in poverty
compared to over 60 percent in rural areas. Nearly 80 per-
cent of rural households lacked access to electricity com-
pared to 20 percent of urban households. Rural house-

holds are also far less likely to have access to potable wa-
ter and adequate health services, and children are less
likely to continue their studies through secondary school.
Nevertheless, rural families enjoy many advantages inso-
far as they grow their own food and build their own hous-
ing, and thus have less need for monetary income.

Different classes of varying income levels inhabit the
urban areas. A large civil servant class is primarily sta-
tioned in Yaoundé, Douala, and provincial capitals. Civil
service salaries have fallen from the levels enjoyed prior
to Cameroon’s recession, but they are still higher than
the average Cameroonian income. Many urban dwellers
make a living from informal sector activities such as
shopkeeping, street vending, construction, etc. Basic
foods are easily available and generally inexpensive, so
famine is rarer than in neighboring countries. City
dwellers usually live in cooked-brick, cement-block, or
adobe housing and most have access to electricity.
Cameroon’s cities house the upper-class officials from
both public and private enterprises, whose lifestyles are
comparable to those in developed countries.

While government provides education and subsi-
dized health services, users must also contribute certain
fees for these services. Education is subsidized through
the university level. Government and formal sector work-
ers are required to participate in a state pension system.
The extended family traditionally serves as a safety net
in the informal sector, and children are regarded as re-
tirement insurance since they are expected to take care
of their elderly parents.

WORKING CONDITIONS

Cameroon has been called a miniature version of the
African continent because of its varied topography and
wide range of peoples and lifestyles. In rural regions,
most of Cameroon’s population cultivates food crops for
their own consumption and cash crops to earn money.
Farmers in different regions cultivate different cash
crops: cotton in the north, coffee and cocoa in the south-

Household Consumption in PPP Terms

Data represent percentage of consumption in PPP terms.
2Excludes energy used for transport.
®Includes government and private expenditures.

SOURCE: World Bank. World Development Indicators 2000.

Country All food Clothing and footwear Fuel and power® Health care® Education® Transport & Communications Other
Cameroon 33 12 8 2 9 8 28
United States 13 9 9 4 6 8 51
Nigeria 51 5 31 2 8 2 2
Gabon 40 3 9 3 7 4 34
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central region, and bananas in the southwest. In the north-
ern provinces, animal herders live semi-nomadic lives,
migrating south in search of pastures during the dry sea-
son. Rural areas also host a number of small business-
men who purchase goods in rural markets and transport
them for sale to urban vendors.

Most Cameroonians live the life of small-scale farm-
ers. Their work routine is dependent on seasonal changes
of weather, with different regions of the country subject
to different seasonal cycles according to rainfall patterns.
In all cases, farming families have annual periods for
sowing their crops, laboring their fields, and reaping their
harvests. All capable family members, including students
and small children, usually contribute to this work, par-
ticularly during busy periods. Local schools sometimes
plan their schedules to allow pupils the freedom to par-
ticipate in the seasonal farm work.

Professional and civil servant classes live in urban
areas, alongside unskilled workers, and the cities reflect
this mix of classes whose lifestyles and living conditions
vary according to their occupations and income. The ma-
jority of Cameroon’s city-dwellers are involved in vari-
ous informal sector activities that provide limited income.
Women play a crucial role in the informal sector econ-
omy, supplementing their husbands’ income through var-
ious working activities, particularly the preparation and
selling of food and beverages. Like many other large
African cities, Douala and Yaoundé are plagued with in-
creasing crime problems.

Cameroon has a number of unions that represent both
private and public sector workers, including civil ser-
vants, dock workers, and truckers. These unions have
rights to organize, to bargain with employers, and to hold
strikes. Some unions have engaged in political demon-
strations, but they serve primarily to negotiate with em-
ployers for wage increases and prompt payments, and
generally represent the interests of employees.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1884. Germany establishes a protectorate over the
Douala region of coastal Cameroon.

1920. Cameroon is divided between England and
France at the end of World War 1.

1958. France grants self-rule to Cameroon and Ah-
madou Ahidjo becomes its first president.

1960. Cameroon formally gains independence and
joins the United Nations.

1961. British Southern Cameroon is federated with
Cameroon, while British Northern Cameroon joins
Nigeria.
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1977. Cameroon begins to export oil.

1982. President Ahidjo resigns and is succeeded by
Paul Biya.

1986. Cameroon’s economy begins a decade of steep
decline when prices for oil and other commodities
plunge.

1990. Opposition political parties are legalized.

1994. Cameroon’s currency, the CFA franc, is deval-
ued by 50 percent.

1997. The government embarks on a program of struc-
tural reform in collaboration with the IMF and the
World Bank, aimed at increased privatization.

2000. Work begins on the Chad-Cameroon Oil Pro-
duction and Pipeline project.

FUTURE TRENDS

Cameroon’s economic growth is expected to con-
tinue in the near future, but several long-term problems
remain. During 2000-2004, Cameroon is expected to re-
ceive a boost from the Chad-Cameroon Oil Production
and Pipeline project. The country remains reliant on a
limited number of export commodities and needs to di-
versify its economy and develop new export industries
in order to ensure its long-term economic security. Cor-
ruption and lack of an independent and effective judi-
ciary remain pervasive problems that have barely been
tackled, despite some high-profile government cam-
paigns aimed at improving the situation. Future levels of
foreign investment may well depend on the success of
these initiatives. Further short-term growth will make it
easier for Cameroon to reform its investment climate and
continue a program of economic liberalization.

The Chad-Cameroon Oil Production and Pipeline
project is the largest infrastructure project in sub-Saharan
Africa. A consortium led by Exxon will invest US$3.7 bil-
lion to build production facilities in southern Chad and a
pipeline to transport oil to the Cameroonian port of Kribi.
Nearly half of this investment will go to Cameroon, where
most of the pipeline will be installed. The construction and
transportation sectors will be the primary short-term ben-
eficiaries of this project. Due in large part to this project,
the construction sector already registered growth of over
75 percent in 2000, and the project will also impact posi-
tively on financial services and other sectors.

Cameroon remains vulnerable to falls in commodity
prices, especially for oil. In addition, the valuable exports
of petroleum and lumber are threatened as these resources
gradually run out. Discovery of additional petroleum re-
serves may offset falling production levels from current
oil fields, but lumber resources will be far more difficult
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to replace. Cameroon will need to establish more effec-
tive institutions for managing its forests and other nat-
ural resources. In the long term, Cameroon must diver-
sify its economy and reduce its dependency on oil and
agricultural products.

DEPENDENCIES

Cameroon has no territories or colonies.
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CAPE VERDE

CAPITAL: Praia.

MONETARY UNIT: Cape Verde escudo (CVE). One
escudo equals 100 centavos. There are notes of 100,
200, 500, 1,000, and 2,500 escudos and coins of 1,
2.5, 10, 20, 50, and 100 escudos and 20 and 50
centavos. In July 1998 the Cape Verde escudo was
pegged to the Portuguese escudo at 55:1.

CHIEF EXPORTS: Fuel,
bananas, and hides.
CHIEF IMPORTS: Foodstuffs, industrial products,
transport equipment, and fuels.

GROSS DOMESTIC PRODUCT: US$670 million
(purchasing power parity, 2000 est.).

BALANCE OF TRADE: Exports: US$40 million
(2000 est.). Imports: US$250 million (2000 est.).

shoes, garments, fish,

COUNTRY OVERVIEW

LOCATION AND SIZE. Cape Verde is an archipelago of
10 islands and 5 islets situated 483 kilometers (300
miles) due west of Dakar, Senegal, in the North Atlantic
Ocean. Cape Verde’s total land area is 4,033 square kilo-
meters (1,557 square miles), which makes it slightly
larger than the U.S. state of Rhode Island. The islands
stretch over a distance of 350 kilometers (218 miles)
north to south and 300 kilometers (186 miles) east to
west. The terrain is mountainous and there is limited
rainfall, making the islands very arid. The capital, Praia,
is on Santiago Island, located in the south of the archi-
pelago. The second largest town, Mindelo, is situated in
the northwest of the archipelago on the island of Sao
Vincent. The islands have a total coastline of 965 kilo-
meters (600 miles).

POPULATION. The high rate of emigration and recent
famines have limited population growth in Cape Verde.
In 2001 the population was estimated at 405,163, with a
very low growth rate of 0.92 percent. At least 500,000
Cape Verdeans are living abroad in Europe, the United
States, and Africa. Most Cape Verdeans are of mixed Eu-
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Republic of Cape Verde
Repiiblica de Cabo Verde

ropean and African background, and an estimated 95 per-
cent are Roman Catholics. Approximately half of the pop-
ulation lives on Santiago Island. In recent years, Praia
and Mindelo have become urban migration magnets, ac-
counting for much of the urban growth. In 1995 the
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United Nations (UN) estimated the urban population to
be 54 percent of the total.

OVERVIEW OF ECONOMY

Cape Verde’s economy is limited by the difficulties
of accessing the islands, the nation’s small size in terms
of both population and geographical area, the absence of
any mineral resources apart from some salt deposits, and
a chronic shortage of rainfall. The rocky terrain and lack
of rainfall hamper agricultural production. Most em-
ployment is in the services sector, which is sustained by
remittances from Cape Verdeans living overseas
(amounting to 16 percent of gross domestic product
[GDP], in 1998), economic aid (mainly from Portugal
and 29 percent of the GDP in 1998), and some tourism
(3 percent of GDP in 1996).

However, in comparison to other African nations,
Cape Verde is one of the more financially stable countries.
It is considered to be on the margin between low-income
and lower-middle income status. Nevertheless, living stan-
dards are still very low by comparison to the industrial-
ized countries of the West. Per capita GNP measured by
the exchange rate conversion, was $1,060 in 1998. The
purchasing power parity conversion (which makes al-
lowances for the low price of many basic commodities in
Cape Verde) estimates per capita income at $1,700 in 2000.
This amount can be compared with an average per capita
income of $36,200 in the United States in the same year.

Insufficient food production and the lack of re-
sources have resulted in a high dependence on imports,
foreign investment, and aid. Since 1988 the government
has tried to diversify and liberalize the economy in the
hope that foreign investors might expand small-scale in-
dustry and develop the fishing and tourism sectors. For-
eign investment and the development of local entrepre-
neurs are seen as the key to future growth.

The government has also started a program of pri-
vatization. Twenty-six parastatals were privatized by
1998, and a further 23 should be privatized by 2002, in-
cluding utilities and financial institutions. The program of
privatization has earned $80 million for the government
and was expected to boost foreign investment to $11 mil-
lion by 1999. The budget deficit grew from 6 percent of
GDP in 1991 to 14 percent in 1994 due to expansion in
public investment, stimulated by a massive boost in ex-
ternal aid. Although 32 percent of public revenue comes
from external grants, the government has increased do-
mestic revenue by higher tariffs and better taxation. Com-
bined with a range of austerity measures, the budget deficit
has now fallen to sustainable levels (4 percent in 1998).

Under the budget for 2000, expenditures were ex-
pected to grow by only 0.4 percent to $232 million. This
estimate still indicates that government spending was
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much higher than expected (51 percent of GDP in 2000),
due to the fact that expenditures grew by 17 percent in
1999. In accordance with the government’s current Na-
tional Development Plan (NDP), social expenditures
were expected to be the largest expenditure item in the
budget.

In 1998 the government started to implement its
fourth NDP, which runs until 2001. As the main aim of
the NDP is to alleviate poverty, it has the support of in-
ternational donors. Under the NDP, powers are to be de-
volved to local councils to control spending, taxes, and
investment at a local level. The NDP also aims to de-
velop the private sector, provide vocational training pro-
grams, reform the education and health care systems, cut
public spending, and reduce imports.

Since the pegging of the Cape Verde escudo to the
Portuguese escudo, the government has committed itself
to greater fiscal discipline and has sought to meet Euro-
pean Monetary Union (EMU) targets. These goals in-
clude a general government deficit of less than 3 percent
of the GDP, public debt of less than or equal to 60 per-
cent of the GDP, and an inflation rate that is less than
1.5 percent higher than those of the 3 EMU member states
with the lowest inflation rates that year.

Despite its handicaps, the economy has grown
steadily since independence in 1975 due to favorable
loans and remittances from expatriates. World Bank fig-
ures indicate that the GDP grew by 8 percent per year
from 1974 to 1985 and 4 percent per year from 1986 to
1992, comfortably faster than the population growth rate.
Since 1994 the GDP growth rate has been 5.7 percent per
year, and this has led to a per capita GNP that is among
the highest in the West African region.

Unemployment is one of the biggest problems in
Cape Verde with 25 percent of the labor force unable to
find formal work. Although public investment in pro-
ductive, export-oriented sectors is likely to increase, it
will not grow quickly enough to absorb the expanding
workforce. Therefore, many seek work in foreign coun-
tries, despite increasing U.S. and European barriers to
immigration.

The government has abolished some price controls,
while retaining a food aid distribution network. Average
consumer inflation has fluctuated since 1989, averaging
6.5 percent between 1995 and 1999. Despite erratic in-
flation, interest rates remained stable.

POLITICS, GOVERNMENT,
AND TAXATION

The Portuguese colonized Cape Verde in 1456 and
populated the islands with slaves brought from West
Africa. Cape Verde achieved independence in 1975 after
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peaceful negotiations with Portugal, which had itself
changed government in 1974. The African Party for the
Independence of Guinea-Bissau and Cape Verde
(PAIGC) was the only political party recognized during
the transition. Aristedes Pereira, the first president, was
reelected in 1981 and 1986. The same party ruled in both
Guinea-Bissau and Cape Verde, and there were plans for
the political unification of the countries. However, the
Cape Verde arm of the party abandoned unification in
1980 following a coup in Guinea-Bissau. The new
African Party for the Independence of Cape Verde
(PAICV) was then formed.

Constitutional changes in 1991 allowed Cape Verde
to be the first sub-Saharan one-party state to hold multi-
party elections. The Movement for Democracy (MPD)
was voted in, bringing to office Prime Minister Carlos
Alberto Wahnon de Carvalho Veiga and President Anto-
nio Mascarenhas Monteiro. In 1992 the MPD established
a new constitution defining Cape Verde as a sovereign,
unitary, and democratic republic and included provisions
for the protection of democratic rights and freedoms. The
president stands as head of state and must be elected by
two-thirds of the voters. Legislative power resides in the
unicameral parliament, the Assembleia Nacional, which
nominates the prime minister. The prime minister is the
effective head of government and nominates his minis-
ters. In July 1999, the parliament made further reforms,
allowing the president to dissolve parliament and creat-
ing a constitutional court. It also established an Economic
and Social Advisory Council, and gave Crioulo, a blend
of Portuguese and West African speech, official status as
a national language.

The 2 major forces in Cape Verde’s political scene
are the MPD party and PAICV. The MPD was formed
in opposition to PAICV’s one-party state and has imple-
mented economic and constitutional reform to change
Cape Verde to a democracy with a market economy. The
MPD has attracted foreign aid to the nation and has built
confidence in Cape Verde’s economic and political sta-
bility both at home and abroad.

The PAICV, under a new leader, Pedro Pires, has re-
tained its leftist orientation, but its ideals are losing favor
with the younger members of the party. The PAICV has
tended to be popular with emigrants, particularly those who
live in the United States. The only party other than the
PAICV and the MPD to win seats in the 2001 legislative
election was the Democratic Alliance for Change (ADM),
which earned 2 seats by garnering 6 percent of the vote.

The MPD won a convincing victory in the 1995 leg-
islative election, and Veiga was returned as prime min-
ister. Monteiro was reelected to the presidency in 1996,
when he stood unopposed. The 2001 presidential elec-
tion was closely fought, with Pedro Pires of the PAICV
narrowly defeating Carlos Veiga of the MPD. Pires beat
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the former prime minister for the presidency by a mar-
gin of 12 votes.

Cape Verde has maintained an internationally non-
aligned status, while strengthening its ties with both Por-
tugal and Brazil. Cape Verde is a member of the Orga-
nization for African Unity (OAU), the Economic
Community of West African States (ECOWAS), and the
Lomé Convention.

Cape Verde raises about 9 percent of the GDP from
income and corporation taxes, 13 percent from import
duties, and 7 percent from indirect taxes. Grants from
overseas add the equivalent of 18 percent of the GDP.
Education receives 19 percent of government expendi-
ture, 21 percent goes to social security, and 19 percent is
spent on health care. Cape Verde has a small armed force
of 1,100 men, and less than 2 percent of government
spending goes to the military.

INFRASTRUCTURE, POWER,
AND COMMUNICATIONS

While the infrastructure of Cape Verde is adequate,
the government is committed to improving its ports and
roads. About 600 kilometers (373 miles) of the 2,250 kilo-
meters (1,398 miles) of roads are paved. The irregularity
of maritime transport has hindered exports, but the gov-
ernment has tried to set up regular links to Africa and Eu-
rope. There are regular ferry services between most islands,
and the main port is the newly enlarged Porto Grande in
Mindelo. Praia port has recently been modernized, and a
new port to the north of the capital is under construction.

The main international airport on Sal Island handles
some 300,000 passengers per year. The national airline,
TACYV, has several international routes to Africa, Europe,
and the United States, as well as providing domestic
flights. A new international airport has been opened near
the capital on Santiago Island.

Since Portugal Telecom acquired a 40 percent share
of Cabo Verde Telecom in 1995, it has increased the
number of telephone lines by 70 percent and also has pro-
vided fiber optic links between the islands, as well as In-
ternet access. It was estimated that the nation had 45,644
telephone main lines in use in 2000. In 1998 Telemovel
became the country’s first cellular network. Portugal
Telecom pledged $100 million for the modernization of
telecommunications up until 2001.

There are only 2 weekly papers published in Cape
Verde; one is state-owned and the other is run by the op-
position. State television and radio merged in 1997 to
form the new RTC company, and in 1998 the govern-
ment allowed the resumption of private radio broadcasts.
RTPi and Canal France International began broadcasting
24-hour television and radio in 1995.
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Communications

?Data is for 1997 unless otherwise noted.
°Data is for 1998 unless otherwise noted.
“Data is for 2000 unless otherwise noted.

SOURCE: CIA World Factbook 2001 [Online].

Internet
Telephones, Radio Service Internet
Country Telephones® Mobile/Cellular® Stations” Radios® TV Stations® Televisions® Providers® Users®
Cape Verde 45,644 (2000) 19,729 AM 0; FM 11; 73,000 1 2,000 1 5,000
shortwave 0
United States 194 M 69.209 M (1998) AM 4,762; FM 5,542; 575 M 1,500 219 M 7,800 148 M
shortwave 18
Nigeria 500,000 (2000) 26,700 AM 82; FM 35; 235M 2 (1999) 6.9 M 11 100,000
shortwave 11
Guinea-Bissau 8,000 N/A AM 1; FM 2; 49,000 2 N/A 1 1,500
shortwave 0

Cape Verde has no known oil or gas deposits and
imports all it needs from Africa and Europe. The priva-
tized Empresa Nacional de Combustives and Shell Cabo
Verde distribute fixed-price fuel. The parastatal Electra
(which went up for sale in February 1999) is the primary
electricity provider. There are plans to develop the coun-
try’s thermal capacity, and the government is seeking to
improve access to electricity in rural areas. Total elec-
tricity production in 1999 reached 40 million kilowatt
hours (kWh).

ECONOMIC SECTORS

In 1998 the contribution to the GDP by sector was
agriculture, 13 percent; industry, 19 percent; and services,
68 percent. The economy has also been bolstered by ex-

Cape Verde

GDP-COMPOSITION BY SECTOR-1998 i
Agriculture 13%

Industry 19%

Services 68%

SOURCE: CIA World Factbook 2000 [Online].
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patriate remittances, which are equivalent to 16 percent
of the GDP, and grants from donors, equivalent to 18 per-
cent of the GDP. In 1993, agriculture employed an esti-
mated 24 percent of the working population, industry em-
ployed 25 percent, and services engaged 51 percent of
the workforce. Approximately 24 percent of the labor
force was unemployed in 1999.

AGRICULTURE

Although agriculture and fishing only accounted for
13 percent of GDP in 1998, it was still a significant source
of employment. However, flooding and droughts make
agricultural production extremely unsteady. The most im-
portant crops are sugarcane, maize, and beans, while cash
crops like bananas, pineapples, and coffee are being en-
couraged. Currently bananas are the only exported crop.

Agriculture has been affected by an unequal land-
holding system, overpopulation of cultivable land, and
the excessive subdivision of plots. Since independence
the government has worked to reform the landholding
system and more recently has turned its attention to max-
imizing water usage. Estimates suggest there is enough
water available to cultivate 8,600 hectares (21,251 acres),
compared to the present cultivation of only 3,000 hectares
(7,413 acres).

Fishing (including lobster and tuna fishing) ac-
counted for 2 percent of GDP in 1998 and is an impor-
tant source of foreign currency. Cape Verde’s Exclusive
Economic Zone (EEZ) covers 734,265 square kilome-
ters (283,500 square miles) and contains one of the last
under-used fishing grounds in the world. In the long term
Cape Verde expects to expand its fishing industry, with
the island of Sao Vicente having the greatest potential.
A recent deal was signed with Senegal and Guinea that
opens their waters to Cape Verdean fishermen.
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INDUSTRY

Mining makes a negligible contribution to the econ-
omy. Salt is the most important mined resource in Cape
Verde, and current production stands at only 7,000 met-
ric tons per year. On the island of Santo Antao there has
been intermittent exploitation of pozzolana, a volcanic
ash used in making hydraulic cement.

Manufacturing, though slowly expanding, is quite
small and underdeveloped. The main areas of manufac-
turing are in shoemaking, fish canning, rum distilling,
textiles, and beverage bottling. There are about 120 small
to medium-sized privately owned manufacturing compa-
nies, mostly located in Praia and on Sao Vicente. The
government believes the nation’s geographical position,
relatively skilled labor force, and low wages make it suit-
able for light industry. Since 1993 a free zone enterprise
law has provided custom and tax duty exemptions in an
attempt to attract foreign investment. As a result, indus-
trial exports quadrupled from 1994 to 1998.

SERVICES

Cape Verde’s services sector is small and widely dis-
persed. The majority of the income produced in this sec-
tor comes from port-related services, including fueling
and repair services. The Banco de Cabo Verde, the cen-
tral bank, is expected to gain additional autonomy under
the 1999 constitutional reforms. Banco Comercial do
Atlantico (BCA) and Caixa Econdémica de Cabo Verde
(CECV) are the only commercial banks, both of which
are in the process of being privatized. Two Portuguese
banks have opened in Cape Verde and should raise the
availability of credit. Reforms in the financial sector have
allowed the government to offer tax-free government
bonds and high yield savings accounts. A stock exchange
opened in Praia in 1999.

Tourism contributed only 3 percent to the GDP in
1998 but has been identified as having significant po-
tential growth. The government aims to attract 400,000
visitors per year by 2008, a big expansion from the 57,000
visitors in 1998. Several new hotel developments are un-
derway, and since the mid-1990s tourist arrivals have
grown by 11 percent per year, with tourists coming
mainly from Europe (especially Portugal).

INTERNATIONAL TRADE

Cape Verde has little to export, and total export rev-
enues were only $40 million in 2000. In 1994 the pri-
mary exports were foodstuffs (50 percent) and manufac-
tured items (mostly leather goods and garments, 46
percent). Exports in 1994 went to Portugal (59 percent),
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Trade (expressed in billions of US$): Cape Verde

Exports Imports
1975 .002 .040
1980 .004 .068
1985 .006 .084
1990 .006 136
1995 .009 .252
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.

Spain (14 percent), the United Kingdom (14 percent), and
France (5 percent).

Cape Verde relies heavily on imports, which totaled
approximately $250 million in 2000. Primary imports in
1994 were foodstuffs (28 percent), fuels (4 percent), ma-
chinery and transport equipment (37 percent), construc-
tion materials (16 percent), and other consumer manu-
factures. Imports come mainly from Portugal (36
percent), France (14 percent), Netherlands (8 percent),
Japan (5 percent), Denmark (4 percent), Germany (4 per-
cent), Sweden (4 percent), Belgium (3 percent), and
Brazil (3 percent).

Cape Verde has recorded large merchandise trade
deficits on a regular basis since independence, and the
deficit worsened in the 1990s. Initiatives backed by the
International Monetary Fund (IMF) have lessened the
trade gap, but it still remains high. The balance of trade
deficit stood at $210 million in 210, which was over 30
percent of GDP.

MONEY

The Cape Verde escudo has been pegged to the Por-
tuguese escudo at a rate of 55:1 since 1998 and, there-
fore, is fairly stable. In January 1999 the pegged currency
was transferred to the euro at CVE 110.265:1 euro. The
Banco de Cabo Verde, the central bank, gained additional

Exchange rates: Cape Verde
Cape Verdean escudos per US$1
Dec 2000 123.080
2000 115.877
1999 102.700
1998 98.158
1997 93.177
1996 82.591
SOURCE: CIA World Factbook 2001 [ONLINE].
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autonomy in constitutional reforms made in July 1999.
Its main functions are to control the money supply
through the issue of currency and to regulate the com-
mercial banks. However, most capital for development
has had to come from foreign investment and aid, which
the ruling MPD party has been consistently successful at
attracting. The continuing high rate of inflation in Cape
Verde is problematic, since it is higher than that of its
main trading partner, Portugal, and thus raises Cape
Verde’s export prices, making them noncompetitive. In-
flation stood at 4 percent in 2000.

POVERTY AND WEALTH

Only a small proportion of the population of Cape
Verde (7 percent) are below the dollar-a-day poverty line
(to be below this line means not having enough income
to obtain the barest minimum of food, clothing, and shel-
ter). Those in poverty include families that rely on agri-
culture for their livelihoods, whose farms may suffer from
poor soil and inadequate rainfall, and urban dwellers with-
out formal sector jobs and no family support, who exist
by casual hawking, portering, and scavenging. Although
average incomes are comparable to the average elsewhere
in Africa, many Cape Verdeans are still very poor.

According to the United Nations Development
Program’s (UNDP) Human Development Index (which
combines measures of income, health, and education),
Cape Verde climbed from 117th in 1995 to 106th in 1999
out of 174 total countries. In sub-Saharan Africa it now
ranks third out of 43 countries, placing Cape Verde firmly
in the medium development bracket, reflecting not only
its economic development, but also its progress in health
and education since independence.

Life expectancy was estimated at 69 years in 2001
(up from 52 years in 1960), which is the highest in sub-
Saharan Africa, and this is partly due to a well-developed
health care system. Infant mortality stood at 53 per 1,000
live births in 2001 (better than the 65 per 1,000 average
for developing countries). There is 1 doctor for every
4,270 people (according to 1992 estimates). There are
plans for a new hospital to be built in the capital.

GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Cape Verde N/A N/A 1,039 1,120 1,354
United States 19,364 21,529 23,200 25,363 29,683
Nigeria 301 314 230 258 256
Guinea-Bissau 226 168 206 223 173
SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.
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Clean water and sanitation have been a problem for
Cape Verde, leading to intermittent outbreaks of cholera.
However, the government has implemented a scheme to
bring clean water to all its citizens by 2005. The 1999
budget allocated $15.5 million to health care.

Literacy stood at 71 percent in 1997 (compared to
36 percent in 1970). There is universal primary school
enrollment, secondary school enrollment is 27 percent,
and 3 percent go on to higher education. Improving ed-
ucation at all levels in Cape Verde is a key priority for
the UNDP. Education accounted for 19 percent of gov-
ernment expenditure in 1999.

WORKING CONDITIONS

The constitution guarantees respect for human dig-
nity and recognizes the inviolable and inalienable rights
of humanity, peace, and justice. It recognizes the equal-
ity of all citizens before the law, without distinction of
social origin, social condition, economic status, race, re-
ligion, political convictions, or ideologies. The constitu-
tion promises transparency for all citizens in the practic-
ing of fundamental liberties and guarantees the equality
of citizens in all fields. Forced labor is illegal. However,
Cape Verde lacks the legislation and implementation ma-
chinery to ensure that the requirements of the constitu-
tion are upheld. Despite this, Cape Verde is a tolerant so-
ciety, and the multiparty democratic process and the rule
of law are well established.

A major problem in Cape Verde is unemployment,
with 24 percent of the economically active population un-
able to find formal work. Although public investment in
productive, export-oriented sectors is likely to increase, it
will not grow quickly enough to make major reductions in
the unemployed workforce. Therefore, many will continue
to seek work in foreign countries, despite the increasing
legal problems of immigration to the United States and Eu-
rope. There is no set minimum wage. Trade unions exist
in Cape Verde but are not particularly aggressive.

Social Security is available through the Instituto Na-
cional de Previdencia Social (INPS), established in 1991.
The INPS provides a range of benefits, including retirement
and disability pensions. In 1995 the scheme covered 23,000
workers, who contribute 23 percent of their earnings.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1456. Cape Verde is colonized by the Portuguese.

1500s. Cape Verde thrives as center for the transat-
lantic slave trade.

1951. Portugal changes Cape Verde’s status to that of
an overseas province, granting more local control.
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1975. Cape Verde becomes independent following a
1974 revolution in Portugal. Aristedes Pereira is
elected as the first president and the first National As-
sembly is elected.

1980. The Cape Verde arm of the African Party for
the Independence of Guinea-Bissau and Cape Verde
(PAIGC) abandons its goal of unification with Guinea-
Bissau and forms the African Party for the Indepen-
dence of Cape Verde (PAICV).

1981. Pereira of the PAICV is reelected president.
1986. Pereira is reelected president.

1990. Opposition political groups form the Movement
for Democracy (MPD) in April and campaign for the
right to take part in elections.

1991. The first multiparty elections are held in Janu-
ary, with the MPD winning a majority in the National
Assembly and electing Antonio Monteiro as president.

1992. A new constitution is adopted.
1996. Monteiro is reelected president.

2001. Pedro Pires, of PAICV, is elected president by a
narrow margin of 12 votes.

FUTURE TRENDS

Cape Verde’s isolation, lack of important minerals,
and inadequate rainfall are expected to limit progress in
the immediate future. There are, however, 2 causes for
cautious optimism. The first is that Cape Verde has good
prospects for expanding its tourism sector: it is relatively
close to Europe for a tropical destination, and it has the
priceless benefit of a secure regime and political stabil-
ity. Cape Verde is aiming for an 8-fold increase in tourism
over the next 8 years, and with suitable foreign invest-
ment, this is quite achievable. If successful, this growth
will provide a major boost to the nation’s economy. The
second encouraging feature is that Cape Verde has man-
aged to establish manufacturing and exports in leather
goods and garments. The low wage rates in Cape Verde,
the good educational level of the Cape Verdean work-
force, and the proximity to the markets of Europe sug-
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gest that this sector of the economy can undergo signif-
icant expansion.

As for the foreseeable future, the 2000 budget was
approved, but spending exceeded projections in 1999.
The World Bank backed a loan to support administrative
reform. Inflation has fallen but remains above target. Ties
with the Azores have strengthened and the current ac-
count deficit doubled between 1997 and 1998. GDP
growth estimates have been lowered slightly from 6 per-
cent to 5.5 percent from 2000 to 2001, due to lapses in
policy reform. The reduction in the growth rate can be
expected to persist until the new government reveals its
commitment to the liberalizing process. The election of
Pedro Pires as president is unlikely to affect the overall
policy of economic liberalization, although the privati-
zation process may be slowed.

DEPENDENCIES

Cape Verde has no territories or colonies.
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CAPITAL: Bangui.

MONETARY UNIT: Communauté Financiere
Africaine franc (CFA Fr). There are 100 centimes
to 1 CFA Fr and 100 CFA Fr equal 1 French franc.
Coins are in denominations of 5, 10, 25, 50, 100
and 500 CFA Fr, and bills of 500, 1,000, 2,000,
5,000 and 10,000 CFA Fr.

CHIEF EXPORTS: Diamonds, timber, cotton, coffee,
and tobacco.

CHIEF IMPORTS: Food, textiles, petroleum prod-
ucts, machinery, electrical equipment, motor vehicles,
chemicals, pharmaceuticals, consumer goods, and
industrial products.

GROSS DOMESTIC PRODUCT: US$6.1 billion
(purchasing power parity, 2000 est.).

BALANCE OF TRADE: Exports: US$166 million
(f.o.b., 2000). Imports: US$154 million (f.o0.b.,
2000).

COUNTRY OVERVIEW

LOCATION AND SIZE. The former French colony of
Ubangi-Shari, now the Central African Republic (CAR),
is well named; it is a landlocked country in the center of
the African continent. Land boundaries extend for 5,203
kilometers (3,233 miles) connecting Cameroon to the west,
Chad and Sudan to the north, and the Republic of Congo
and the Democratic Republic of Congo to the south. The
country covers an area of 622,984 square kilometers
(240,534 square miles), slightly smaller than Texas. The
CAR is covered with tropical rainforest in the southern and
western regions and dryer savanna in the north and east.
The capital city, Bangui, is in the southwest, on the bor-
der of the Democratic Republic of the Congo. The other
main towns are Bambari and Bossangoa.

POPULATION. The population of the Central African Re-
public was estimated at 3,576,884 in July 2001. It was
growing 1.85 percent annually. The birth rate is estimated
at 37.05 per 1,000 people and the death rate is 18.53 per
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1,000 people. If current trends continue, the population,
of which 43 percent are younger than 15, will surpass 4.2
million by 2010. These figures may change, however, be-
cause of the devastating effects of AIDS, which was
prevalent in nearly 14 percent of the population in 1999,
and the small percentage of people over 65 years. Some
estimate that deaths caused by AIDS may be the most
disruptive economic problem that the CAR will have to
face in the coming years.

According to some sources, there are as many as 75
ethnic groups in the CAR but the Banda predominate, with
the Baya, Sara and Mandjia people also prominent. There
are 6,500 Europeans in the country, of which 2,500 are
French. Approximately 24 percent of the population sub-
scribe to indigenous religious beliefs, 50 percent are Chris-
tians (25 percent Protestant, 25 percent Roman Catholic),
and 15 percent Muslim, with 11 percent after other faiths.
Two-thirds of the people live in rural areas, with most of
the remaining third residing in the capital, Bangui.

While French is the official language of the CAR,
the national and most widely spoken language is Sangho.
Other African languages, notably Hunsa and Swabhili, are
also spoken, as is Arabic.

OVERVIEW OF ECONOMY

The Central African Republic’s economy is based
primarily on subsistence agriculture, with important min-
ing and timber industries the main source of export earn-
ings. Diamonds are the country’s most profitable export,
while agriculture occupies most of its working popula-
tion. Farmers grow cotton, coffee, and tobacco for export
and crops for local markets, but economic development
is handicapped by the CAR’s landlocked position, lim-
ited infrastructure, and the low education of its work-
force. Poor government management and political insta-
bility have further weakened the CAR’s economic
condition. The informal sector is important in the CAR,
accounting for most economic activity and a large share
of the diamond trade.

The CAR has had a turbulent economic history.
Since gaining independence in 1960, the economy has
endured intermittent periods of economic decline caused
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in part by poor management. Between 1960 and 1990,
the CAR'’s first 3 presidents pursued authoritarian poli-
cies that often impeded economic growth. Gross do-
mestic product (GDP) declined at an average annual rate
of 2.5 percent between 1985 and 1995, partly due to self-
proclaimed Emperor Jean Bedel Bokassa’s nationalizing
several industries during the 1970s. During the 1980s,
government mismanagement and corruption and low
commodity prices accentuated this decline. During the
1990s, the CAR pursued economic and democratic re-
forms with some success, but several army mutinies in
1996 and 1997 degenerated into looting and destruction
of property in Bangui. These events weakened the gov-
ernment and damaged the economy.

Agriculture is the primary occupation for four-fifths
of the population in the CAR. During the colonial era,
the French introduced cotton and coffee. They have
served as the main cash crops for rural families ever
since. Small amounts of tobacco are also grown for both
the export and domestic markets. Cassava (manioc) is by
far the biggest staple food crop and is produced primar-
ily for home consumption. Millet, sorghum, corn,
peanuts, and yams are also grown by farmers, who con-
sume most of these foods themselves and sell excess har-
vest in the local markets.
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While crop farming is the main work activity, dia-
monds and timber provide most of the CAR’s export
earnings. Diamonds are especially important, accounting
for 54 percent of export revenues in 1999, while timber
earned an additional 16 percent. For the domestic mar-
ket, the CAR has developed a few industries that produce
consumer goods.

Poor transport links are obstacles to economic de-
velopment. An estimated 90 percent of the CAR’s com-
mercial traffic passes through the port of Douala in
Cameroon, where services are notoriously inefficient and
costly. Poorly maintained dirt roads link the country to
Cameroon’s northern railway terminal in Ngaoundere.

Government mismanagement and political instabil-
ity are 2 additional factors that have hindered economic
growth. Many nationalized companies have suffered un-
der government mismanagement, thus contributing to the
CAR’s long decline. The resulting chronic budgetary
problems, with the government unable to collect suffi-
cient revenue to pay salaries, have fueled social tensions
and political instability. To address these problems the
CAR has collaborated with the World Bank (WB) and
the International Monetary Fund (IMF) to privatize sev-
eral state companies and made efforts to stimulate
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growth. While there has been progress, the problem of
chronic financial mismanagement continues. The CAR’s
economic woes are also exacerbated by the scarcity of
jobs, rampant diamond smuggling, the large informal
economy, and low levels of private investment.

Despite many problems, the CAR has valuable eco-
nomic assets that could be profitably exploited. Fertile
land and consistent rainfall are favorable to agriculture,
there is the potential to export more mineral resources,
and the country has abundant hydroelectric power that
provides cheap electricity. But any growth is reliant on
political stability and peace in the country.

POLITICS, GOVERNMENT, AND
TAXATION

Politically, the CAR is an emerging democracy,
whose population has the vote from age 21. The Re-
public’s head of state is elected by popular vote for a
6-year term. He or she is responsible for appointing a
prime minister as head of government, the council of
ministers (cabinet), and the judges who serve the
supreme and constitutional courts. The legal system is
based in French law. The parliamentary structure is a
109-seat unicameral National Assembly, whose mem-
bers are elected by the people and serve for 5 years. The
National Assembly is advised by the Economic and Re-
gional Council. The 2 bodies, when deliberating to-
gether, are known as the Congress. Local government
is administered by 14 departments called prefectures,
plus 2 economic prefectures, while the capital, Bangui,
is designated as a commune.

There are 11 political parties, which field candidates
for the National Assembly, but only a handful win repre-
sentation. Until the mid-1990s, however, the country was
run as a l-party state, the party of the president. After the
adoption of a constitution in January 1995, the system be-
came more democratic and representative. By 2000, there
were 12 political parties operating in the country.

An army officer, Jean Bedel Bokassa, stands as a po-
tent symbol of the corruption and excess that character-
izes many African leaders. Bokassa seized power in a
military coup in 1965 and ruled for 14 years until 1979.
In 1977, he crowned himself emperor-for-life in a lavish
ceremony and began nationalizing the CAR’s few in-
dustries. Under Bokassa’s management, the economic
steadily declined. The country’s 3 other presidents since
independence (David Dacko, Andre Kolingba, and Ange-
Felix Patasse), they have proved unable to manage the
CAR’s economy.

After many decades of stability, army mutinies in
1996 and 1997 destabilized the political institutions and
damaged the economy of the CAR. The mutinies began
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after soldiers, students, and civil servants protested over
not being paid for months. The protest widened into wide-
spread looting and destruction in the capital. After 3
years, a regional military force and a United Nations
(UN) peacekeeping force reestablished political stability,
allowing the CAR to organize democratic elections. The
UN force was removed in 2000, but the budgetary prob-
lems—if not the open hostility—that caused the mutinies
remain. Unable to reduce widespread tax evasion, the
Central African government remains unable to raise
enough revenue to pay its employees.

INFRASTRUCTURE, POWER, AND
COMMUNICATIONS

Infrastructure in the CAR is underdeveloped, poorly
maintained, and inadequate. The CAR has no railroads,
and only 450 kilometers (280 miles) of the 25,000 kilo-
meters (15,535 miles) roads are paved. Dirt roads are
poorly maintained and deteriorate in the rainy season. No
organized public transport is available because the coun-
try’s poor infrastructure drives up the cost, thereby dis-
couraging commerce and investment.

The CAR suffers economically from its inadequate
links to port facilities. Some of Bangui’s commercial
cargo has traveled down the Ubangi River to Brazzaville
and by rail to Point Noire. Civil unrest in the Congos has
forced the CAR to divert its commercial traffic towards
the Cameroonian port of Douala. The CAR has over
4,000 kilometers (2,485 miles) of waterways; over 1,000
kilometers (621 miles) are navigable.

The country has abundant hydroelectric resources
that provide reliable and inexpensive power to the cap-
ital city. About 80 percent of the CAR’s electricity is
provided by hydroelectricity, most of which is generated
north of Bangui, with fossil fuels providing the rest. Be-
sides these hydroelectric generators, Bangui has oil-
powered generators to supplement power during peak
periods and to use as backup. The state-owned enter-
prise, Enerca, supplies the electricity. The potential ex-
ists to harness more water resources and export energy
to neighboring countries.

The CAR'’s telephone service is limited to a small
percentage of Bangui’s population but operates effi-
ciently. The state phone company, SOCATEL, has in-
vested little capital in improving or expanding the sys-
tem and customers regularly wait up to 6 months to have
new phone lines installed. A SOCATEL subsidiary be-
gan providing Internet services in 1996, but subscribers
remain low. During the late 1990s, several mobile phone
companies began operations, but their infrastructure was
initially confined to Bangui. When SOCATEL is priva-
tized and other companies are allowed to compete, in-
vestments are expected to increase coverage.
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Communications

SOURCE: World Bank. World Development Indicators 2000.

Cable Personal
Country Newspapers Radios TV Sets® subscribers® Mobile Phones® Fax Machines® Computers® Internet Hosts” Internet Users®
1996 1997 1998 1998 1998 1998 1998 1999 1999
Central African Republic 2 83 5 N/A 0 0.1 N/A 0.00 1
United States 215 2,146 847 2443 256 78.4 458.6 1,508.77 74,100
Dem. Rep. of Congo 3 375 135 N/A 0 N/A N/A 0.00 1
Chad 0 242 1 0.0 0 0.0 N/A 0.00 1

2Data are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
®Data are from the Internet Software Consortium (http:/www.isc.org) and are per 10,000 people.

The CAR has only 1 international airport (near Ban-
gui) and a few dirt airstrips. Several international airlines
offer weekly flights between the capital and Paris, and to
several regional capitals.

ECONOMIC SECTORS

Though production levels vary annually, agriculture
has been the bedrock of the Central African economy,
employing most of its workforce and accounting for half
of the GDP for years. Agricultural output varies by prod-
uct but has remained strong. Cotton production suffered
from declining prices in the late 1990s, but this decrease
was compensated for by increased food production. Lum-
ber production also increased during the late 1990s as
new timber companies entered the market. The CAR
could produce far more agricultural exports, but it has
been constrained by the lack of modern methods and poor
access to regional markets.

Central African Republic
GDP-COMPOSITION BY SECTOR-1997 est.

Services 26% Agriculture 53%

Industry 21%

SOURCE: CIA World Factbook 2000 [Online].

78

The industrial sector is focused on diamond mining,
in which 80,000 members of the labor force are em-
ployed, and which accounts for most of Central Africa’s
export revenue. Production figures have been difficult to
estimate because of widespread diamond smuggling, but
production grew during the late 1990s. During 2000, ev-
idence was found of world-class deposits of iron ore, of-
fering hope of expanded mining activities. In addition,
oil exploration in the northern part of the country has be-
gun. The construction of a pipeline between Douala and
southern Chad will make oil production more feasible in
the CAR. There are also several basic industries produc-
ing beverages and footwear and assembling bicycles for
the domestic market. The industrial sector accounted for
20 percent of GDP in 1999.

The service sector includes a few companies and
a thriving informal retail trade. Although small (27
percent of the GDP in 1999), the service sector has been
strengthened by the privatization of several state en-
terprises during the 1990s. As the government sells its
industrial companies, private ownership increases the
demand for banking and other services. Nevertheless,
the World Bank estimates indicate that services fell
from a high of 32 percent of the CAR’s GDP during
the late 1990s.

AGRICULTURE

Agriculture employs four-fifths of the CAR’s labor
force and accounts for more than half of the total GDP
(53 percent in 1999). The country’s largest agricultural
export, timber, is harvested by several foreign compa-
nies. Farmers also produce cotton, coffee, and tobacco
for export. Subsistence farmers grow cassava, millet,
corn, and bananas for their own consumption and for sale
on domestic markets. Individual small-scale farmers us-
ing traditional agricultural methods produce these crops.
Small amounts of palm oil and sugar are produced for
the domestic market.
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Timber is acquired in the southwestern regions bor-
dering on Cameroon and the Congos and is logged and
exported by several foreign firms. Production has risen
from 200,000 to 300,000 cubic meters in the early 1990s
to nearly 500,000 cubic meters. Forests covered nearly
half of the country in the late 1990s, but this area has
been reduced since timber companies do not replace the
trees they have cut down.

Coffee and cotton are the most important agricultural
exports after timber. Introduced by the country’s French
colonizers, cotton is grown in the northern provinces bor-
dering on Chad. The CAR usually produces about 50,000
tons of raw cotton, which is purchased and ginned by the
state cotton company, SOCOCA. Cotton production suf-
fered when prices fell during the 1980s, but it partially re-
bounded during the 1990s. Coffee farmers in central and
southern regions produce 10,000 to 15,000 tons annually.

Cassava (manioc) is by far the biggest subsistence
crop in the CAR. Farmers produce about 500,000 tons of
cassava annually, greater than the combined output of
millet, sorghum, rice, and corn. Peanuts, yams, and
sesame are also cultivated for the domestic market. In ad-
dition, almost all farm families raise livestock, partly for
family consumption and to provide extra income. An as-
sortment of cattle, goats, sheep, pigs, and poultry are
owned by most rural households across the country. In-
dividual families using traditional methods produce these
commodities. Some farmers harness cattle to plow their
fields and transport their crops, but most plow, hoe, and
harvest by hand. The entire family, regardless of age,
helps in the long, hard work of farming.

INDUSTRY

The industrial sector makes up about 20 percent of
GDP. Mining is the most significant part of this sector.
Mining is conducted by individual miners who use sim-
ple equipment. CAR has deposits of gold, uranium, iron
ore, manganese, and copper. Lack of infrastructure,
which makes it difficult to find and to transport mined
minerals, has impeded further mineral exploration, but
the CAR has over 400,000 square kilometers (154,440
square miles) of unexplored terrain with high geological
potential for diamonds and other mineral deposits.

Diamonds provide about half of the CAR’s export
earnings. An estimated 80,000 independent miners offi-
cially produced 415,000 carats of diamonds in 1999. The
official numbers are well below the actual amount of dia-
monds mined because there is a great deal of diamond
smuggling in the country. Legitimate miners sell their
products to 160 certified agents who sell to purchasing
agents in Bangui. But one respected French economic jour-
nal, Marche Tropicaux, estimated total exports in 1997 at
1.5 million carats, more than 3 times the official total.
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Besides mining, the CAR has several industries that
process products for export as well as producing goods
for domestic markets. Though most lumber is exported as
raw logs, some of it is processed in sawmills and exported
as boards. As in many African countries, breweries are
one of the country’s oldest and largest industries, brew-
ing beer primarily for domestic consumption. Several
other small companies assemble bicycles and motorcy-
cles. In recent years, the country’s textile factory has be-
come inactive because it was unable to compete against
cheap imports and the second-hand clothing market.

SERVICES

The small banking sector remains plagued by past
management problems and offers only limited services.
A report by the Central Bank of Central Africa (BEAC)
estimated in 1999 that only one of the CAR’s 3 com-
mercial banks was financially sound, but the other 2 were
at least making progress with internal reforms. Several
banks have been privatized during the 1990s, and 2 of
these have joined the large European banking groups, So-
ciété General and Groupe Belgolaise.

The government telecommunications company,
SOCATEL, holds a monopoly over most telephone ser-
vices (excluding cellular services). In 1996, the govern-
ment agreed to sell 40 percent of SOCATEL to the French
company France Radio et Cable (FRC) and plans to sell
its remaining 60 percent stake in the coming years.

Small informal vendors dominate retail services. A
few modern shops are centered in Bangui’s commercial
district, but most retail sales are conducted by unregis-
tered street vendors or those operating from one-room
stores or roadside stalls. Informal trade is difficult to
quantify, but it is clear that most retail commerce is con-
ducted within the informal economy.

INTERNATIONAL TRADE

France is the largest trade and investment partner for
the CAR and supplies 35 percent of its imports. French
companies have invested in most major local industries
as well as in banking and telecommunications services.
Other European countries, particularly the Benelux coun-
tries (Belgium, the Netherlands, and Luxembourg) and
Spain, import many of CAR’s exports. Within Africa, the
Ivory Coast and Cameroon are major trading partners,
while trade with neighboring countries such as Chad,
Cameroon, and Nigeria is probably far higher than offi-
cial estimates because much of it evades customs.

The CAR generally has a trade deficit because it
imports more than it is able to export, although the 2000
figures registered a surplus, with US$166 million in ex-
ports against US$154 million in imports. Export revenues
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Trade (expressed in hillions of US$): Central African
Republic

Exports Imports
1975 .047 .069
1980 116 .081
1985 .092 113
1990 120 154
1995 A7 174
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.

are dependent on diamond production levels, but these
are difficult to estimate because most of the diamond
trade goes unrecorded by customs agents. Exports, es-
pecially of diamonds, coffee, cotton, and timber, rose af-
ter the 1994 devaluation of Central Africa’s currency,
but were later affected by political unrest in 1996 and
1997. The most important imports include petroleum
products, machinery, and different consumer goods,
which became more costly to purchase after the currency
was devalued.

MONEY

The CAR is part of the Central African Monetary and
Economic Union (Communaute Economiquareue et Mon-
etaire de I’Afrique Centrale, or CEMAC), a group of 5
francophone countries that use the same currency, the
CFA franc. The CFA franc is tied to the French franc and
can be readily exchanged at 50 CFA francs to 1 French
franc. The CAR, like all members of the CFA franc com-
munities, has benefited from this stable currency.

As a member of the CFA zone, the CAR was pro-
foundly affected by the 50 percent devaluation of the
CFA in 1994. This had some positive short-term effects,
though, in promoting exports of diamonds, timber and

Exchange rates: Gentral African Republic

Communaute Financiere Africaine francs (CFA Fr) per US$1

Jan 2001 699.21
2000 711.98
1999 615.70
1998 589.95
1997 583.67
1996 511.55

Note: From January 1, 1999, the CFA Fr is pegged to the euro at a rate of
655.957 CFA Fr per euro.

SOURCE: CIA World Factbook 2001 [ONLINE].

cotton because it doubled the value of these exports in
CFA francs, boosting revenue. The devaluation caused a
temporary rise in inflation and lowered living standards
temporarily and probably increased poverty by raising
prices while most salaries remained static.

In the long term, results were more mixed. The de-
valuation made imported products relatively more ex-
pensive. One of the most significant price increases was
of petrol, which was priced beyond the reach of many
and severely curbed the use of petrol-powered transport,
effectively stopping bus service, for example.

POVERTY AND WEALTH

Unemployment, given the lack of work opportuni-
ties in the CAR, is low at 6 percent, but poverty is high.
In 1998, life expectancy was estimated at less than 45
years and less than half of the population could read. Per
capita income levels have remained among the lowest in
the world. Though most Central African families have
limited income, they benefit from climatic conditions that
enable them to produce enough food to survive. Most
Central African people live under similar rural condi-
tions, where food is available but money and consumer
goods are more difficult to obtain. Social services, such
as health care and education are seriously lacking.

GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Central African Republic 454 417 410 363 341
United States 19,364 21,529 23,200 25,363 29,683
Dem. Rep. of Congo 392 313 293 247 127
Chad 252 176 235 228 230

SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.

Distribution of Income or Consumption by Percentage
Share: Central African Republic

Lowest 10% 0.7
Lowest 20% 2.0
Second 20% 49
Third 20% 9.6
Fourth 20% 18.5
Highest 20% 65.0
Highest 10% 47.7

Survey year: 1993

Note: This information refers to expenditure shares by percentiles of the
population and is ranked by per capita expenditure.

SOURCE: 2000 World Development Indicators [CD-ROM].
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The urban population centered in Bangui is diverse,
encompassing many different occupations and classes.
However, as in several other countries in the region, the
wealthy share their fortune with poorer relatives who live
in rural areas, who frequently send gifts of produce in
exchange for money. Many urban dwellers make their
living through small-scale commerce. Women are par-
ticularly active in buying, processing, and selling differ-
ent food commodities in local markets.

WORKING CONDITIONS

Working conditions in the CAR are similar to those
encountered throughout rural Africa. Subsistence farm-
ers use labor-intensive traditional farming methods to
produce food and cash crops. Agricultural work varies
seasonally, with fields plowed and crops sown in the
early rainy season around May and June. The fields are
worked during the rainy season, and the harvest is gath-
ered between September and December. Most work is
done by hand, but some farmers harness oxen to plough
their fields.

A small portion of the population works in the dia-
mond and lumber industries. Diamond miners are self-
employed prospectors, whose earnings vary according to
their luck in finding diamonds.

Most of the working population centered in Bangui
is employed in the informal sector. Women often buy and
sell different foods for meager profits, while men typi-
cally work in trades such as carpentry, masonry, and tai-
loring. Women have little access to education or to jobs
and suffer from lesser protection under the law.

Members of the small civil service normally consti-
tute a middle class elite, but this class has endured peri-
ods without salary because of the government’s chronic
budgetary problems.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1894. French forces occupy Central Africa (the current
CAR).

1905. The CAR is joined to Chad under French colo-
nial control.

1910. The CAR and Chad are joined with Gabon and
the Congo to form French Equatorial Africa.

1928-31. Congo-Wara rebellion against forced labor
on coffee and cotton plantations breaks out and is
eventually crushed.

1946. A rebellion in the CAR forces France to grant
the territory a legislative assembly and representation
in the French parliament.
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1958. The CAR achieves self-government as a part of
French Equatorial Africa.

1960. The CAR gains its own independence. David
Dacko is elected the country’s first president.

1965. Army commander Jean-Bedel Bokassa takes
power in a coup d’état.

1977. Bokassa crowns himself “emperor for life.”

1979. Dacko overthrows Bokassa with the help of
France in a bloodless coup.

1981. A bloodless coup led by General Andre Kol-
ingba overthrows Dacko and establishes military rule.

1993. Ange-Felix Patasse is elected president.

1996-97. Several army mutinies break out over unpaid
salaries and quickly degenerate into widespread looting
of the capital city of Bangui. Patasse flees.

1997. Bangui accords are signed in January to recon-
cile political factions; France withdraws its troops in
October.

1998. The UN sends a peacekeeping force to help
maintain order throughout the legislative and presiden-
tial elections.

1999. Patasse is reelected president.

2001. More mutinies disrupt the political and eco-
nomic stability of the country.

FUTURE TRENDS

The CAR has a great deal of economic potential. The
country’s fertile land and abundant water resources offer
hope in the agricultural sector, while rich mineral resources
offer an opportunity to expand the export of commodities
other than diamonds. The current construction of the
pipeline project will also increase the feasibility of petro-
leum exploration by making it easier and cheaper to export
oil reserves through Cameroon. The potential is great, but
all depends on the CAR’s ability to conquer its past demons.

Despite the CAR’s vast natural resources, several ob-
stacles impede the CAR’s future prosperity: deforesta-
tion, poor infrastructure, the AIDS epidemic, and politi-
cal instability. Deforestation is an unfortunate result of
the heavy logging industry. New strategies must be de-
veloped for the timber industry to thrive economically.
Deforestation adds to the problems of frequent flooding
as well as to the country’s vulnerability to desertifica-
tion. The poor quality and lack of adequate infrastruc-
ture throughout the country also hampers economic de-
velopment, making it difficult to get products to market
or to explore new deposits of valuable minerals. With
AIDS cases reaching epidemic proportions, the lack of
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health-care coverage and education threaten the well-
being of the country. Some estimate that the CAR will
lose an increasing number of its labor force to AIDS. Fi-
nally, and to some—most importantly—the government
needs to overcome its budgetary problems. Internal bud-
getary mismanagement has deprived civil servants and
others of their salaries and has bred political unrest. The
government’s ability to manage successfully will deter-
mine political stability, the essential precondition for for-
eign investment and consequent economic growth.

DEPENDENCIES

Central African Republic has no territories or colonies.
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CAPITAL: N’Djamena.

MONETARY UNIT: Central African franc (CFA Fr).
100 CFA Fr equals 1 French franc. There are coins
of 5, 10, 25, 50, 100, and 500 CFA Fr. In the local
marketplace, money is expressed in terms of
“riyal,” a unit equal to 5 CFA Fr. Thus 500 CFA
Fr equals 100 riyal.

CHIEF EXPORTS: Cotton, cattle, textiles, gum
arabic.

CHIEF IMPORTS: Machinery and transportation
equipment, industrial goods, petroleum products,
foodstuffs, textiles.

GROSS DOMESTIC PRODUCT: USS$8.1 billion
(purchasing power parity, 2000 est.).

BALANCE OF TRADE: Exports: US$172 million
(f.0.b., 2000 est.). Imports: US$223 million (f.o0.b.,
2000 est.).

COUNTRY OVERVIEW

LOCATION AND SIZE. The former French colony of
Chad, a landlocked country located in northern Central
Africa, is more than 3 times the size of California. The
country has an area of 1,284,000 square kilometers
(495,755 square miles), with a land boundary length of
5,968 kilometers (3,708 miles). Neighboring countries
are Niger, Nigeria, and Cameroon to the west; Libya to
the north; Sudan to the east; and the Central African Re-
public (C.A.R.) to the south. Lake Chad in the south-
western part of the country is the largest body of water
in the Sahel region. Chad also has the Tibesti mountain
range in the far north, some smaller mountains in central
Chad, and a few hills near the southern and western bor-
ders. Most of the country is desert or savanna with lim-
ited rainfall, although there are moderately temperate ar-
eas in the south. Chad’s capital, N’Djamena, is in the
southwestern part of the country.

POPULATION. In July 2001, the population of Chad was
estimated at 8,707,078, an annual growth rate estimated
of 3.29 percent. The birth rate is estimated at 48.28 per
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Republic of Chad
République du Tchad

1,000 people and the death rate at 15.4 per 1,000 people.
Most of the population, half of which is under the age of
15, lives in several southern provinces where high rain-
fall makes farming and animal husbandry easier. About
1 percent lives in the arid upper half of the country ex-
tending into the Sahara desert. Population density varies
between 0.15 persons per square kilometer (0.39 per
square mile) in the northern province and 61.7 persons
per square kilometer (154 per square mile) in the Logone
Occidental province.

OVERVIEW OF ECONOMY

Chad’s economy is primarily agricultural. Most of
the population engages in subsistence farming and ani-
mal husbandry, producing food mainly for their own con-
sumption. Chad depends on 3 commodities—cotton, cat-
tle, and gum arabic (a gum from different African trees,
used as an emulsifier in pills and candies)—for its export
revenues. During the past 30 years, Chad’s economy has
been seriously damaged by chronic political instability.
Its development has also been hindered by high energy
and transport costs due in part to its geographic position.
The beginning of a major oil project in southern Chad in
2000 offers an opportunity for Chad to diversify its econ-
omy and stimulate further growth.

The country’s export commodities are subject to
fluctuations in production and price levels. Cotton and
cattle have been Chad’s main exports before indepen-
dence in 1960, but during the 1990s gum arabic emerged
as a third major export commodity, making Chad the
world’s second biggest exporter after Sudan. Chad’s
economy has been vulnerable to swings in cotton prices,
and when these fell during the 1980s, the economy suf-
fered. Prices recovered during the 1990s, but production
levels continue to vary according to the annual rainfall.
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Armed conflicts and continuing tensions between
ethnic, religious, and regional groups have severely dam-
aged the economy. After independence in 1960, Chad
was governed by the authoritarian leader, Francois
Tombalbaye, until he was assassinated in 1975. Tombal-
baye’s death was followed by a decade of turbulence as
several armed groups from different regions vied for
control. The situation reached a climax in 1979 when a
truce broke down between 2 principal armies stationed
in N’Djamena, leading to further conflict and increased
tensions between Muslim and Christian southerners. By
the early 1980s, Hissein Habre, a ruthless northern dic-
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tator, managed to consolidate his power. He ruled until
1990, when he was ousted by Idriss Deby, a former
deputy. These years of violence and political instability
have damaged Chad’s infrastructure and seriously im-
peded its economic development.

Economic progress has also been hindered by sev-
eral other constraints. Chad is seriously handicapped by
its landlocked position; exports and imports must pass
through Cameroon where widespread corruption inflates
transport costs. Energy prices in Chad are among the
highest in the world, and variable rainfall causes frequent
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deficits in food production. Heavy taxes, corruption, and
the lack of an independent judiciary have discouraged
foreign investment. These issues continue to limit com-
mercial opportunities in Chad.

Like other poor countries with limited resources,
Chad must import many goods and is dependent on for-
eign aid. Although the country’s overall burden of debt
is low by the standards of developing nations, the gov-
ernment relies on foreign donors to finance most invest-
ment projects. The European Union (EU), notably
France, provides the largest share of foreign aid aimed
toward health, education, and transport. Multilateral lend-
ing agencies, the United Nations (UN), the International
Monetary Fund (IMF), and the World Bank also supply
assistance to encourage improvements in government
management and social services. Chad has a small in-
dustrial sector that produces paint, fruit juices, roofing,
and a few other products mainly for domestic consump-
tion, and depends on foreign suppliers for fuel and con-
sumer goods.

As in many other developing countries, Chad’s
economy includes a thriving informal sector. Many en-
trepreneurs conduct commercial activity without official
structure or permits and do not use organized account-
ing. Informal commerce ranges from individual vendors
peddling their wares on the streets of N’Djamena to ma-
jor business entrepreneurs transporting thousands of tons
of gum arabic. Many businesses neglect to register their
companies to avoid the high taxes imposed on formal
businesses. The informal sector is hard to measure, but
many observers estimate that most of Chad’s economic
activity is conducted by informal businesses.

During the late 1990s, Chad collaborated with the
World Bank and the IMF to implement structural ad-
justment programs aimed at liberalizing the economy
and improving government management. These pro-
grams have had some success. By 2000, most of Chad’s
state enterprises had been privatized and opened up to
competition. In the rural water supply sector the former
state-owned monopoly was converted into a private com-
pany and the water supply business opened to other com-
petitors. The government has also managed to limit
spending and meet some of its budgetary targets.

Chad’s economy will receive a huge boost from the
Chad-Cameroon Development project. A consortium
(businesses working together) led by Exxon will invest
US$3.7 billion in building production facilities, a
pipeline, and associated infrastructure to export over 1
billion barrels of crude oil reserves in southern Chad. The
World Bank has played a role in providing financing for
the governments of Chad and Cameroon to invest in this
project. In return for this financing, the World Bank has
obtained agreements from the 2 governments that they
will closely monitor environmental conditions and rev-
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enue management, issues of serious concern in the re-
gion. When oil starts flowing in 2004, the project is ex-
pected to double Chad’s government revenue. More im-
portantly, this project may stimulate investment in food
processing and other promising sectors as local busi-
nesses satisfy demands created by the project.

POLITICS, GOVERNMENT, AND
TAXATION

Chad’s government continues to be dominated by a
powerful president and his Patriotic Salvation Movement
(MPS) party. After decades of civil war and regional
clashes, Chad made some progress in increasing politi-
cal freedoms and establishing democratic institutions dur-
ing the 1990s. Nevertheless, elections have been marred
by irregularities, and power remains concentrated in the
president and his ruling Zaghawa clan. Chronic corrup-
tion and human rights abuses have contributed to a resur-
gence of armed conflict in the far north. These problems
have seriously dampened Chad’s economic climate and
have forced the government to divert scarce resources
into military expenditure.

To explain local politics, Chadian political observers
have coined an often-quoted dictum: “A man’s strength
lies in his cooking pot.” In such a poor country, vulner-
able to famine, politicians ally themselves to the party
that can best fill their “cooking pot.” The ruling MPS has
thus used its control over highly coveted civil service jobs
to co-opt many rival parties and develop a nationwide
membership. Some opposition parties support a more de-
centralized federal structure, but most parties rely on re-
gional and ethnic loyalties and do not espouse ideology.

Chad is gradually trying to overcome a legacy of so-
cialism inherited from France. Until recently, state com-
panies enjoyed monopolies over major sectors, and lack
of competition encouraged mismanagement and corrup-
tion in these companies. The government has privatized
Chad’s 2 largest banks, its rural water supply company,
and its meat packing plant, as well as many other com-
panies. State enterprises continue to control the cotton,
electricity, and telecommunications companies, but these
companies are due for privatization. The IMF and the
World Bank have been helping the government to reduce
its direct involvement in the economy.

High taxes and customs duties are another handicap
to private business. Because there are so few formal busi-
nesses from which tax can be raised, the government must
tax these firms heavily to acquire a modest amount of
revenue. Corruption is also a major problem in tax col-
lection and customs agencies. The government has, how-
ever, made efforts to reduce certain taxes and harmonize
its tax and customs system with those of other countries
in the Central African Economic Community (CEMAC).
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Communications

SOURCE: World Bank. World Development Indicators 2000.

Cable Personal
Country Newspapers Radios TV Sets® subscribers® Mobile Phones® Fax Machines® Computers® Internet Hosts" Internet Users®
1996 1997 1998 1998 1998 1998 1998 1999 1999
Chad 0 242 1 0.0 0 0.0 N/A 0.00 1
United States 215 2,146 847 2443 256 78.4 458.6 1,508.77 74,100
Nigeria 24 223 66 N/A 0 N/A 5.7 0.00 100
Central African Republic 2 83 5 N/A 0 0.1 N/A 0.00 1

Data are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
®Data are from the Internet Software Consortium (http://www.isc.org) and are per 10,000 people.

INFRASTRUCTURE, POWER, AND
COMMUNICATIONS

Chad’s infrastructure is exceptionally poor even by
standards in other developing countries. Decades of civil
war have taken their toll, and improvements have pro-
ceeded slowly. The road system is unpaved and vulner-
able to erosion. Mismanagement of government-run
power and communications monopolies slowed the de-
velopment of infrastructure in these essential sectors.
Chad’s people have limited access to power, electricity,
telecommunications, water, and other modern services
fundamental in developed societies. Nevertheless, some
improvements are expected as the government liberalizes
energy and telecommunications sectors and gradually im-
proves the transport infrastructure.

Transport costs are high, and most of Chad’s roads
are unpaved dirt or laterite (red soil found in humid trop-
ical and subtropical areas) that can become impassable
during the rainy season and make some regions inacces-
sible. According to the U.S. State Department’s 2001
Country Commercial Guide for Chad, less than 10 per-
cent of 6,200 kilometers (3,853 miles) of roads in Chad
were paved in 2000. Road conditions can vary widely ac-
cording to the seasons.

Electricity and water services are confined to the cap-
ital, N’Djamena, and a few regional capitals. Even in these
limited areas, electricity is extremely expensive and ser-
vices are often cut off. Urban electricity and water supplies
have long been provided by a state company, Société Tcha-
dien d’Eau et d’Electricité (STEE), that has suffered from
chronic corruption and mismanagement. As this company
is privatized, there is hope that utility services will improve
and prices will be lowered. In rural areas, most people rely
on traditional wells with little or no protection against sur-
face water contamination. Because of the absence of la-
trines and other human waste disposal systems in rural ar-
eas, there is a high incidence of water-borne diseases.

Chad ranks with those countries in the world that have
the lowest density of telephones, televisions, and Internet
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users. According to the World Development Indicators for
2000, Chad has 1 television set per 1,000 people. Adver-
tisements from the telephone company, Soteltchad, at the
end of 2000 estimated that Chad had 10,260 telephones and
1,020 Internet subscribers. The country has 1 television sta-
tion that is run by the state and a governmentally-run radio
station which broadcasts from several regional capitals.
Both the television and radio stations provide information
from the government’s perspective. Although there are
several newspapers circulating in the city of N’Djamena
that offer differing political views, the news does not reach
Chad’s mostly rural and illiterate population.

ECONOMIC SECTORS

Agriculture is the backbone of Chad’s economy. In
1998, the World Factbook estimated that agriculture, fish-
ing, and herding accounted for nearly 40 percent of the
GDP and occupied 80 percent of the workforce. Agri-
culture continues to dominate Chad’s economy, account-

Chad
GDP-COMPOSITION BY SECTOR-1998

Services 48% Agriculture 38%

Industry 14%
SOURCE: CIA World Factbook 2000 [Online].
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Chad
LABOR FORCE-BY OCCUPATION

Agriculture 85%
Other 15%

TOTAL LABOR FORCE N/A
SOURCE: CIA World Factbook 2001 [Online].

ing for 44 percent of the GDP, but this figure alone does
not convey the importance of agriculture and animal hus-
bandry to the society. An estimated 85 percent of Chad’s
population relies primarily on these activities for its liveli-
hood. In the agricultural sector, cotton accounts for half
of Chad’s export earnings and cattle provide most of the
remainder. In addition, Chadians produce several crops
and animals for their own consumption.

Chad has developed a small industrial sector that pro-
duces electricity, beverages, soap, oil, paint, and con-
struction materials. Most of these goods are consumed
domestically, while further industrial ventures have been
impeded by high production costs and Chad’s limited
market. Industry accounted for 14 percent of GDP in
1998, according to the World Factbook. The petroleum
sector is expected to grow dramatically in coming years
as proven oil reserves of over 1 billion barrels are ex-
ploited in southern Chad.

The service sector is limited in size and in different
services, although it accounted for 46 percent of GDP in
1998. According to the U.S. State Department’s Country
Commercial Guide, the banking sector had an estimated
US$100 million in total deposits in 2000. The cost of
credit is high, reflecting the risk to bankers. Medical ser-
vices are rudimentary, limited by scarcities of human and
material resources.

AGRICULTURE

Agriculture and animal husbandry employs 85 per-
cent of the country’s workforce but only contributes 44
percent to the GDP. While cotton, cattle, and gum ara-
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bic provide most of Chad’s export revenue, farmers also
produce several subsistence crops for domestic con-
sumption.

Farming methods are traditionally simple, and irri-
gation and mechanical equipment are rarely used. Farm-
ers work their fields by hand or use cattle to till the soil.
Competition for land between farmers and cattle-herders
has caused conflicts in rural areas.

Cotton employs an estimated 2.5 million Chadians
and provides half of Chad’s export revenue. Over the past
decade, production of raw cotton has varied between
94,000 tons and 260,000 tons. Production levels depend
primarily on variations in annual rainfall, and the cotton
sector has been affected by fluctuations in world prices.
During the 1980s, low cotton prices caused the state cot-
ton company, Cotontchad, to lose money for several years
until it modernized its ginning factories and prices re-
covered. In addition to ginned cotton, Cotontchad pro-
duces oil and soap from cottonseed.

Chad’s second leading export is cattle, most of
which travel overland to Nigeria. Cattle-herders lead a
semi-nomadic lifestyle, migrating north during the rainy
season and traveling south in search of green pastures
during the dry season. These migrations often bring
them into conflict with farmers when cattle damage
crops. Cattle-herders travel in small groups but are well
armed to defend against hostile farmers. Camels, don-
keys, goats, and sheep are also farmed, primarily for do-
mestic use or consumption. These animals also repre-
sent savings and a measure of wealth in rural areas
where money is scarce.

The country’s main subsistence crops include
grains, oilseeds, tubers, and several leafy vegetables
(legumes). Millet and sorghum are the major staples of
the local diet. These grains are also widely used to pro-
duce bili-bili and arghi, 2 popular alcoholic beverages.
Chad produces between 600,000 and 1,100,000 tons of
grain per year, most of which is consumed locally.
Peanuts, groundnuts, and sesame are Chad’s principal
oil seeds and are also primarily for local consumption.
Farmers grow several tubers, including manioc and
sweet potatoes.

In the 1990s, gum arabic production soared, and
Chad solidified its position as the world’s second largest
producer of this commodity. Chadian gum arabic pro-
duction rose from fewer than 6,000 tons in the early 1990s
to approximately 18,000 tons in 2000. Gum arabic is ex-
ported to Europe, the United States, and other industri-
alized nations, where it is used in soft drinks, pharma-
ceuticals, and many other products. Chadian gum is
tapped by small-scale harvesters from wild acacia trees
throughout the semi-arid Sahel region.
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INDUSTRY

Chad has a small industrial base that mainly supplies
its domestic market and contributed 14 percent of GDP
in 1998. Industries manufacture construction materials,
beverages, and a few other products for the local market.
A textile mill produced fabric for several decades but was
unable to compete with foreign imports. A consortium of
oil companies is investing in a major oil project in south-
ern Chad, which is expected to provide a boost to the
economy. The high costs of energy and transport have im-
peded new industrial ventures, yet if these constraints can
be eased and improved access found to Nigeria’s market,
the potential exists to process more raw commodities.

MANUFACTURING. Based in Moundou, Chad’s most
important industrial company, Cotontchad, gins cotton
and manufactures soap and oil from cottonseed. Co-
tontchad also has ginning operations in several large
southern towns. In addition to Cotontchad, Moundou has
a cigarette company and a firm that assembles agricul-
tural equipment. In N’Djamena, several companies pro-
duce paint, metal roofing, fruit drinks, mineral water and
cookies. Chad’s third largest city, Sahr, hosts a sugar pro-
duction factory and an idle textile mill.

PETROLEUM. Chad’s petroleum industry will be ex-
tremely important in the short-term future. There are plans
to exploit 2 known petroleum deposits: a small reserve of
high-grade oil north of Lake Chad and a much larger de-
posit of heavy crude oil in the Doba Basin of southern
Chad. A consortium led by Exxon will employ up to 4000
workers and invest US$3.7 billion to exploit over 1 billion
barrels in the Doba basin. Further exploration is planned
to determine whether more reserves can be exploited.

MINING. A South Korean company, AFKO, recently be-
gan building a factory to extract gold reserves near the
southern town of Pala. Chad is known to hold deposits
of bauxite, iron ore, uranium, tin, and tungsten, but fur-
ther research is necessary to determine whether these re-
sources can be extracted.

SERVICES

Chad’s service sector is limited, although it con-
tributes an estimated 49 percent of the GDP, up from 46
percent in 1998. Privatization and improved management
practices have strengthened financial services, but they
remain limited in size and in the services they offer. Re-
tail sales are conducted primarily in the informal sector.
Chad holds some potential for tourism, but instability and
lack of infrastructure have prevented the development of
this sector. Some firms in the capital, N’Djamena, have
seen a proliferation of computer service firms, offer in-
surance, accounting, and computer services. Several in-
ternational firms offer accounting services, tax advice,
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and business consultancy services, but the market for
these services remains limited as long as most Chadian
entrepreneurs remain in the informal sector.

FINANCIAL SERVICES. Chad’s banking sector is small
by international standards. With US$100 million in de-
posits and limited capital investment, Chadian banks have
little money to lend. Much of their capital finances the
cotton-buying season for Cotontchad. For other busi-
nesses, credit is expensive and difficult to obtain. Short-
term credit can cost 18 to 26 percent and long-term credit
is rarely available.

RETAIL. The retail business is conducted primarily in the
informal sector. Thousands of vendors wander in Chad’s
urban streets searching for buyers for their wares. In ad-
dition, thousands of small stores and roadside stands sell
limited varieties of household goods. In rural and urban
areas, many vendors gather in a network of small mar-
kets where perishable goods are sold.

TRANSPORTATION. Transport of goods is managed by
many informal sector operators. Small vehicles and
large semis carry passengers and merchandise between
N’Djamena and different regional centers. Most vehi-
cles are old and break down often.

INTERNATIONAL TRADE

Chad’s principal trading partners are the EU coun-
tries and neighboring CEMAC countries. France has been
Chad’s largest trading partner, accounting for 41 percent
of imports. Nigeria and Cameroon are probably Chad’s
next biggest trading partners, although much of this trade
goes unrecorded by customs officials. The 2 countries ex-
port many consumer products to Chad. Cotton exports
usually go to Portugal and other EU countries, while most
beef exports go to Nigeria. Gum arabic has traditionally
been exported to France and other EU countries, but in-
creasing volumes now go to the United States.

For decades, Chad has run large trade deficits, im-
porting far more than it exports. In 1999, exports were
estimated at US$288 million against imports of US$359

Trade (expressed in hillions of US$): Chad

Exports Imports
1975 .048 133
1980 .071 .074
1985 .062 .166
1990 188 .286
1995 277 .250
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.
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Exchange rates: Chad

Communaute Financiere Africaine francs (CFA Fr) per US$1

Jan 2001 699.21
2000 711.98
1999 615.70
1998 589.95
1997 583.67
1996 511.55

Note: From January 1, 1999, the CFA Fr is pegged to the euro at a rate of
655.957 CFA Fr per euro.

SOURCE: CIA World Factbook 2001 [ONLINE].

million. By 2000, the World Factbook estimated that ex-
ports had reached US$172 million and imports, US$223
million. When money flows out of Chad to purchase these
exports, foreign donors compensate for this flow by send-
ing money back into Chad for investment in development
programs. In 1997, Taiwan promised US$125 million and
the African Development Bank, US$30 million.

MONEY

As a member of the Central African Franc Zone, Chad
underwent a 50 percent devaluation of its currency in early
1994. Unlike other CFAF countries, however, Chad ben-
efited little from this devaluation, which raised inflation
for two years but failed to stimulate export volumes. Chad
has otherwise benefited from a stable currency.

In Chad’s domestic markets, inflation and deflation
are seasonal occurrences. Food prices fall during the har-
vest season and usually rise by at least 100 percent dur-
ing the rainy season. Chad’s markets are volatile, and
prices vary from day to day and week to week. At the
end of each month when civil servants are paid, prices
for prized consumable goods such as fish and chicken
rise for a short while as suppliers take advantage of a
brief rise in demand.

POVERTY AND WEALTH

In the United Nations Development Program’s
World Development reports, Chad’s Human Develop-
ment Indicator has increased from 0.29 in 1990 to 0.393
in 1999, placing it among the 10 poorest countries in the
world. In the benchmarks used to measure poverty (liter-
acy rates, access to health care, access to clean water, etc.)
Chad has ranked among the poorest countries in Africa.

Chad’s population can be divided into rural and ur-
ban classes. In rural areas, farmers and animal herders
construct their own housing and produce most of their
own food but earn little monetary income. In urban ar-

Worldmark Encyclopedia of National Economies

GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Chad 252 176 235 228 230
United States 19,364 21529 23200 25363 29,683
Nigeria 301 314 230 258 256

Central African Republic 454 417 410 363 341

SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.

eas, small business people practice an array of trades. The
civil service constitutes Chad’s upper class, though its
employees are poorly paid by international standards. A
small class of diplomats, international aid workers, high-
ranking government officials, and a few private sector
managers occupy topmost wage scale.

Urban and rural classes are closely linked by Chad’s
extended family traditions. Poor rural farmers will often
send children to live with comparatively wealthy urban
relatives to study in urban schools. And wealthy urban-
ites often send money in return for foodstuffs as a means
of helping out less fortunate rural relatives. Given the
lack of social security programs, the poor, the elderly,
and the handicapped usually depend on members of their
extended family for support.

WORKING CONDITIONS

Working conditions, too, differ between rural and ur-
ban areas. Farmers rely on family members, including
small children, to help labor in the fields and harvest the
crops. Animal herders have a different lifestyle, migrat-
ing seasonally between northern and southern pastures.
Monetary wages are low for unskilled workers, averag-
ing less than a dollar per day. More educated workers
can earn substantially more, but the scarcity of jobs tends
to drive down wage rates. Chad’s labor code is adapted
from French laws that are protective of workers, but
workers in the informal sector are not covered by these
rules. Several unions have been formed to represent dif-
ferent workers, but their influence is limited.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1891. France begins colonizing Chad.

1900. Decisive battle between France’s Major Lamy
and Chad’s Rabah marks the French victory over the
Chadian leader. Both Lamy and Rabah die during the
battle.

1960. Chad gains its independence from France. Fran-
cois Tombalbaye becomes Chad’s first president.

89



Chad

1975. Tombalbaye is assassinated.

1979. Civil war erupts in N’Djamena.

1982. Hissein Habre consolidates power in N’Djamena.

1990. Idriss Deby takes power by military force.

1996. Constitution is voted on by referendum. Presi-
dential elections are held.

2000. The Chad-Cameroon oil production and pipeline
project begins.

FUTURE TRENDS

Provided Chad’s civil unrest is resolved, Chad’s
economy could improve. The boost expected by the oil
production project in the southern Doba Basin region will
help in the service sector as well, creating transportation
jobs in particular. The construction phase began in Octo-
ber 2000 and is due to finish by 2004. Once production
begins, this Exxon-led project will double current gov-
ernment revenue. The increased revenue will allow Chad
to invest in social programs and reduce its dependency on
foreign donors. Chad should experience improvement in
other parts of the economy as well, especially in the cot-
ton industry, which is scheduled to be privatized over the
next several years. Despite the improved economic
prospects for Chad, political stability remains the most
important factor for economic progress in the country.
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DEPENDENCIES

Chad has no territories or colonies.
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CAPITAL: Moroni.

MONETARY UNIT: Comoran franc (KMF). One
Comoran franc equals 100 centimes. There are notes
with denominations of 25, 50, 100, 1,000, 5,000, and
10,000 francs. Coins come in denominations of 1,
2, 5, 10, and 20 francs and 20 centimes. French
francs are also commonly used. The Comoran franc
is currently pegged to the euro at KMF 492 = 1 euro.
CHIEF EXPORTS: Vanilla, ylang-ylang, cloves,
perfume oil, and copra.

CHIEF IMPORTS: Rice and other foodstuffs,
consumer goods, petroleum products, cement, and
transport equipment.

GROSS DOMESTIC PRODUCT: US$419 million
(purchasing power parity, 2000 est.).

BALANCE OF TRADE: Exports: US$7.9 million
(f.0.b., 1999 est.). Imports: US$55.1 million (f.0.b.,
1999 est.).

COUNTRY OVERVIEW

LOCATION AND SIZE. Comoros is comprised of 3 is-
lands that are part of a 4-island archipelago in the
Mozambique Channel. The fourth island, Mayotte, is
still a dependency of France. The islands lie between
the northern tip of Madagascar and the African main-
land. The archipelago, formed by the tips of a volcanic
mountain range rising from the Mozambique Channel,
stretches over 300 kilometers (186 miles) from north to
south. Comoros has a land area of 2,170 square kilo-
meters (838 square miles), making it slightly larger than
12 times the size of Washington, D.C. The main island,
Grande Comore (locally known as Ngazidja but also
called Njazidja), is geologically the youngest. It mea-
sures 60 kilometers (37 miles) from north to south and
20 kilometers (12 miles) from east to west. Its most
prominent geographical feature is Mount Kartala (2,361
meters/7,746 feet), an active volcano which smokes and
bubbles continuously on Grande. The capital, Moroni,
is located on Grande Comore. The other 2 smaller is-
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lands are Anjouan (Nzwani) and Mohéli (Mwali). An-
jouan is the most topographically varied, with steep
coastlines and deep valleys. Its highest peak, Mount
Ntingui, rises 1,595 meters (5,233 feet). Mohéli, on the
other hand, is the smallest, least populated, and least de-
veloped island. The total coastline of the islands is 340
kilometers (211 miles).
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POPULATION. The population of Comoros was esti-
mated at 596,000 in July 2001, up from 479,600 in 1994.
The nation has a young population; the proportion of
older people (65 years of age and above) was estimated
at 2.9 percent in 2001, while the 0-14 age group was 43
percent in the same year. Comoros is steadily becoming
more urbanized, with the proportion of the population liv-
ing in towns having increased from 29.9 percent in 1994
to 32.1 percent in 1998. The population consists almost
entirely of persons of mixed-race, mostly of African,
Malagasy, and Arab descent.

French, Comoran, and Arabic are the official lan-
guages. Comoran, the main spoken language, is akin to
Swahili but has elements borrowed from Arabic. Other
languages spoken include Malagasy and Swabhili.

Islam, the state religion, is followed by 98 percent
of Comorans. Almost all Comorans are Sunni Muslims.
There are small numbers of Christians, mostly Roman
Catholics of French Malagasy descent.

OVERVIEW OF ECONOMY

The economy of Comoros is limited by low incomes,
high unemployment, an inadequate transport system, the
nation’s isolated location, the absence of any mineral re-
sources, and a heavy dependence on foreign aid. Most of
the population relies on small-scale family agriculture for
their livelihoods. The industrial sector is very small and
relies mostly on construction and electricity and water
distribution. The industrial sector also is supplemented
by some processing of ylang ylang (a flower used to make
perfume) and vanilla. The services sector comprises
mostly government employees, with some employment
in the tourism sector.

Comoros has suffered continuous political instabil-
ity since independence in 1975, which has impeded eco-
nomic progress. Local and foreign businesses are un-
willing to invest in the current volatile (unstable)
political and business climate. Falling world prices and
increased competition in the international market for the
principal export commodities of Comoros have con-
tributed to economic decline. Emphasis is currently on
containing public sector wage costs to reduce domestic
inflation and speeding-up privatization of state-owned
enterprises.

The per capita gross national product (GNP) of Co-
moros was estimated at $370 in 1998 by the exchange
rate conversion. Per capita GNP declined in real terms
from 1990 to 1997 at an average annual rate of -3.1 per-
cent. Output grew at an almost negligible rate of 0.1 per-
cent per year in the last half of the 1990s, much less than
the population growth rate, which was estimated at 3 per-
cent in 2001.
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POLITICS, GOVERNMENT,
AND TAXATION

The 3 islands that form the present state of Comoros
were French protectorates at the end of the 19th century
and were proclaimed colonies in 1912. Following a ref-
erendum in December 1974, the Comoran Chamber of
Deputies unilaterally declared the islands’ independence
on 6 July 1975. Mayotte, the fourth island in the group,
opted to remain a French dependency.

Since 1975 there has been continuous political in-
stability characterized by coups and undemocratic
regimes. Recent years have been marked by internal po-
litical disruptions, and the islands of Anjouan and Mo-
héli have attempted to secede.

The constitution of 1 October 1978 was amended in
1983, approved in a referendum, and Comoros became a
Federal Islamic Republic. Mayotte was permitted the
right to join when it so chose. A new constitution was
adopted on 20 October 1996. The constitution stipulates
that each of the islands has a council and a governor who
is appointed by the president. The president is elected by
direct universal suffrage for an unlimited number of 5-
year terms.

The president appoints the prime minister, who heads
the Council of Ministers. There is a bicameral legisla-
tive branch, consisting of a 43-member Federal Assem-
bly, the members of which are directly elected for 5-year
terms, and a 15-member Senate, made up of 5 members
from each island who are selected by regional councils.

Colonel Azali Assoumani staged a bloodless coup
on 30 April 1999. He introduced a new constitutional
charter giving himself full legislative and executive pow-
ers. The Federal Assembly has not met since the coup.
Azali promised that he would serve for 1 year at the time
he came to power, but the elections promised for spring
2000 were not held. Assoumani has pledged that elec-
tions will take place before the end of 2001, and it is ex-
pected that this will herald a reopening of the Federal
Assembly.

Comoros had a 1,500-man national army in 1997,
the Force Comorienne de Defense (FCD), which was sup-
ported by a French military contingent. The size of the
armed forces has not changed since the coup. The role
of the French has been to exert pressure for a return to
democratic rule.

The main political forces are continually frag-
menting and reforming, and alliances are based mainly
on opportunism. The party of government prior to the
1999 coup was the National Union for Democracy in
Comoros (NUDC). Other parties are the Republican
Party of Comoros (PRC), the Democratic Front (DF),
and the Movement for Socialism and Democracy
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(MSD). These parties are now dormant. They are ex-
pected to come to life only when the military govern-
ment sanctions campaigning for the elections expected
in late 2001.

Previously the island governors undertook tax col-
lection, but it became a federal responsibility under a
1983 constitutional revision. Wage and salary earners
were taxed at a maximum rate of 15 percent in 1987;
however, only government employees appear to pay tax,
and there has been no attempt at income tax reform in
subsequent years. Tax rates have ranged from 17 per-
cent on consumer goods to 60 percent on building ma-
terials and cars to 200 percent on luxury goods. Import
and export licenses are required but are usually limited
to a few favored firms. Tax revenue as a share of ex-
penditure increased from 33 percent in 1994 to 54 per-
cent in 1998, implying an improved ability to meet pub-
lic sector expenses without relying on aid from overseas.
The total tax revenue share of the gross domestic prod-
uct (GDP) also increased from 13 percent in 1994 to 15
percent in 1998.

The overall budget deficit in 1998 was estimated at
US$8.4 million, equivalent to 4 percent of the GDP. The
nation’s external debt at the end of 1997 totaled
US$197.4 million, and the cost of debt servicing was
about 10 percent of the value of exports in 1998, or
slightly below the 15 percent average for African nations.
The relatively low debt-servicing ratio means that Co-
moros has a greater availability of foreign exchange with
which to purchase imports.

Comoros is a member of several international orga-
nizations. These include the Indian Ocean Commission
(IOC), which is dedicated to regional cooperation; the
Common Market for Eastern and Southern Africa
(COMESA), which aims at reducing barriers to trade and

Comoros

the movements of labor and capital; and the Franc Zone,
which pegs the currency to the French franc.

INFRASTRUCTURE, POWER,
AND COMMUNICATIONS

Comoros has poorly developed infrastructure. The
transport system is particularly limited. In 1996, it was
estimated that there was a total of 880 kilometers (547
miles) of highways, 673 kilometers (418 miles) of which
were paved. There are no railways. Prince Said Ibrahim
Airport is the international air terminus near Moroni. In
1996, it handled 92,000 passengers.

There were 75,000 telephone main lines in 1997 and
100 fax machines in 1995. There were 36 post offices in
1993. Comoros does not have any local newspapers; the
few that are read are circulated from Madagascar. The
U.S. State Department noted that there were about 5 in-
dependent local television stations in 1998. The CIA
World Factbook estimated that the country only had 1,000
televisions in 1997. There were 90,000 radios in the coun-
try by 1997, with 1 government-run station, Radio Co-
moros; an opposition station, Tropique; and about 20 other
regional stations. The government introduced Internet ser-
vice in 1998 and there were 800 Internet users by 2000.

In 1981, Comoros had 236 primary schools, 1
teacher training college, and 2 technical schools. In
1998, there were no universities, and the public schools
on Grand Comore were closed for most of the year be-
cause of civil unrest.

Work began in 1985 on a 4,500-kilowatt hydroelec-
tric dam on Anjouan. In 1998, 15 million kilowatt hours
(kWh) were generated. Fossil fuels currently generate 87
percent of electricity, with the remaining 13 percent pro-
vided by hydroelectricity.

Communications
Internet
Telephones, Radio Service Internet
Country Telephones® Mobile/Cellular® Stations” Radios® TV Stations® Televisions® Providers® Users®
Comoros 6,000 N/A AM 1; FM 2; 90,000 0(1998) 1,000 1 800
shortwave 1
United States 194 M 69.209 M (1998) AM 4,762; FM 5,542; 575 M 1,500 219 M 7,800 148 M
shortwave 18
South Africa 5.075 M (1999) 2 M (1999) AM 14; FM 347, 13.75 M 556 52 M 44 1.82M
shortwave 1
Mauritius 223,000 37,000 AM 5; FM 9; 420,000 2 258,000 2 55,000
shortwave 2
?Data is for 1997 unless otherwise noted.
°Data is for 1998 unless otherwise noted.
°Data is for 2000 unless otherwise noted.
SOURCE: CIA World Factbook 2001 [Online].
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Comoros

GDP-COMPOSITION BY SECTOR-1997 est.
Agriculture 40%

Services 55%

Industry 5%
SOURCE: CIA World Factbook 2000 [Online].

ECONOMIC SECTORS

Agriculture (including hunting, forestry, and fishing)
contributed 40 percent of the GDP in 2000. About 74
percent of the workforce are employed in this sector.
Agriculture accounts for more than 98 percent of total
exports. The principal cash crops are vanilla, ylang
ylang, cloves, and copra (dried coconut flesh).

Industry (including manufacturing, construction, and
power) contributed 4 percent of the GDP in 2000. The
industrial sector employs 6 percent of the workforce. The
manufacturing sub-sector is the largest contributor to the
industrial share of the GDP. Manufacturing in Comoros

Comoros

LABOR FORCE-BY OCCUPATION
Agriculture 80%

Other 20%

TOTAL LABOR FORCE 144,500
SOURCE: CIA World Factbook 2001 [Online]. Data for 1996 est.
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is primarily comprised of agro-processing industries,
with vanilla and essential oils as their main products. En-
ergy is derived from woodfuel (78 percent) and thermal
installations.

The service sector contributed 56 percent of the GDP
in 2000 and employs approximately 20 percent of the
workforce. Despite political instability, there has been
some growth in tourism leading to expansion in retail-
ing, catering, and hotel activities.

AGRICULTURE

The chief agricultural export product used to be
sugar, but now vanilla, copra, maize, cloves, and essen-
tial oils (citronella, ylang-ylang, and lemon grass) have
gained increasing importance. Crops that are mainly for
domestic consumption include cassava, taro (a tropical
root crop), rice, maize pulses, coconuts, and bananas.
Almost all agricultural production takes place on small
family farms, with tilling, weeding, and harvesting un-
dertaken by hand. The success of the harvests heavily re-
lies on rainfall, which is generally adequate and regular.
From 1990 to 1996, the real GDP of the agricultural sec-
tor declined at an average annual rate of -0.7 percent,
mainly as a result of political instability that discouraged
investment and poor progress with economic reforms.

In 1995, 9,000 hectares (22,240 acres) of Comoros
was forestland, or about 4 percent of the total land area.
The shortage of cultivable land, the pressure to increase
ylang-ylang production, and the demand for woodfuel are
all contributing to deforestation at a rate of 6 percent a
year. At present the government has no policies to com-
bat deforestation.

Fishing is small-scale and is accomplished without
modern equipment. The catch was estimated at 13,200
metric tons in 1995.

INDUSTRY

Industry comprises mostly construction and the pro-
vision of electricity but also includes the processing of
spices and extraction of perfume from flowers. The con-
struction sector consists of private sector enterprises
and is very reliant on conditions elsewhere in the econ-
omy. Spurts in tourist activity, for example, lead to in-
creased hotel and dwelling construction. International
construction companies undertake most large construc-
tion projects (such as highways, ports, and modern ho-
tels). The amount of agricultural processing has not ex-
panded in recent years, mainly because low prices offer
little incentive to growers to invest in new planting and
increase output.

Owing mainly to a sharp rise in construction activ-
ity, industrial GDP increased at an average annual rate
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of 5.7 percent from 1990 to 1996. Industry’s contribu-
tion to the GDP has subsequently contracted, providing
4 percent of GDP in 2000, down from 6.0 percent in 1994.

SERVICES

Service is now the largest sector of the economy in
terms of output, contributing an average of 48 percent of
the GDP from 1994 to 1998 and 56 percent by 2000.
However, only 20 percent of the workforce is employed
in services. The service sector generates the highest in-
comes in Comoros, and earnings are particularly high in
government service and tourism.

The tourism industry was undeveloped at indepen-
dence and still has made only modest progress towards
its potential. The major hindrance has been the lack of
political stability, which clearly has discouraged visitors.
Fortunately, the regular unconstitutional changes of gov-
ernment have not resulted in any serious problems for
tourists who have visited the islands. The bigger issue
is that foreign investment in hotels and resorts has been
discouraged. Nevertheless, a number of development
projects have been completed, and there has been some
recent rise in tourism receipts. In 1996, there were
23,775 tourist arrivals by Air Comoros and receipts to-
taled $9.1 million.

INTERNATIONAL TRADE

Comoros has had persistant trade deficits, which are
covered by foreign aid, most of which comes from
France. Merchandise export earnings in 1999 were $11
million. (The World Factbook estimated that exports
reached US$7.9 million that same year.) The bulk of the
exports were ylang-ylang essence, other essential oils,
vanilla, cloves, copra, and other agricultural produce. The
most important export earner is vanilla, although there is
yearly variation depending on the success of the harvests.
Most exports go to France (35 percent) with Germany,
the United States, Singapore, and Mauritius also provid-
ing important export markets.

Trade (expressed in hillions of US$): Comoros

Exports Imports
1975 .010 .023
1980 .01 .029
1985 .016 .036
1990 .018 .052
1995 .01 .063
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.

Comoros

Exchange rates: Comoros

Comoran francs per US$1

Jan 2001 524.41
2000 533.98
1999 461.77
1998 442.46
1997 437.75
1996 383.66

Note: Prior to January 1999, the official rate was pegged to the French
franc at 75 Comoran francs per French franc; since January 1, 1999, the
Comoran franc is pegged to the euro at a rate of 491.9677 Comoran francs
per euro.

SOURCE: CIA World Factbook 2001 [ONLINE].

Imports include rice and other foodstuffs, petroleum
products, consumer manufactures, and motor vehicles. In
1999, imports were valued at $48 million. (The World
Factbook estimated that imports reached US$55.1 million
that same year.) Most imports come from France with
Pakistan, South Africa, Kenya, the United Arab Emirates,
and Belgium also supplying significant quantities.

MONEY

Comoros is a member of the Franc Zone, which it
joined in 1976. The national currency, the Comoran franc
(KMF), is pegged to the French franc and is fully con-
vertible. This arrangement has provided considerable ad-
vantages in terms of exchange rate stability and low in-
flation, but the Franc Zone has also placed restrictions
on public sector budget deficits. Some of the stability as-
sociated with Franc Zone membership was undermined
by a 50 percent currency devaluation that took place in
January 1994. Now that France is a member of the Eu-
ropean Monetary Union (EMU), the peg to the French
franc also implies a peg to the euro.

POVERTY AND WEALTH

With the low price of basic commodities in Comoros
taken into account, per capita GDP was estimated at

GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Comoros N/A 499 544 516 403
United States 19,364 21,529 23,200 25,363 29,683
South Africa 4,574 4,620 4,229 4,113 3,918
Mauritius 1,531 1,802 2,151 2,955 4,034
SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.
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$1,398 (purchasing power parity (PPP), 1998 est.). By
2000, the World Factbook estimated that the GDP per
capita (PPP) had sunk to US$720. Together with a life
expectancy of 60 years, an adult literacy rate of 80 per-
cent, and an enrollment ratio in all levels of education of
39 percent, Comoros was placed by the United Nations
(UN) in the group of countries with medium human de-
velopment. Comoros, however, is close to the bottom of
the ranking of those in this group.

There are no figures for the percentage of the popu-
lation below the dollar-a-day poverty line, which is de-
fined as not having enough income to provide the barest
minimum of food, shelter, and clothing. The indicator for
children judged underweight at age 5 would suggest that
around 30 percent of the population are below the poverty
line. Most of those in poverty are members of rural fam-
ilies who must rely on small-scale family farms for their
livelihoods. These families are unable to increase their
incomes as they are unable to afford investments in mech-
anization, fertilizers, insecticides, and improved seeds
that would boost their output. Even in the main towns,
electricity and the piped water supply is erratic. In the
rural areas electricity and plumbing are practically non-
existent; lighting is by small paraffin lamps with wicks,
and water is obtained from wells. There is some septic
tank sewage disposal in the towns, but in the rural areas
people rely on pit latrines.

WORKING CONDITIONS

The workforce in 1996 numbered 286,000. About 74
percent of this labor was engaged in agriculture. The un-
employment rate was 20 percent in 1996. Comoros has
a national labor union, the Union des Travailleurs des
Comores (Union of Comoran Workers, UTC), which ne-
gotiates to regulate the working conditions. Implementa-
tion, however, is very ineffective. There are no official
welfare programs, despite the high level of unemploy-
ment. Those without employment rely on support from
their families or charity, and in the urban areas many try
to earn what they can from casual hawking, portering,
and scavenging.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1841. France begins the process of occupation and col-
onization of the islands, which were formerly an au-
tonomous sultanate.

1909. The islands are made a dependency of Madagas-
car (also a French colony).

1940. With France occupied by Germany, Britain as-
sumes administration of the islands.
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1946. Comoros is returned to France and granted ad-
ministrative autonomy as an overseas territory.

1973. France agrees to independence within 5 years.

1974. In a special referendum, all of the islands except
for Mayotte (which remains as a dependency of
France) vote for independence.

1975. The Chamber of Deputies votes a unilateral dec-
laration of independence and proclaims the Republic of
Comoros, with Ahmed Abdallah as president.

1975. President Abdallah is overthrown in a coup led
by French mercenary Bob Denard, who installs Ali
Soilih, the leader of a 4-party coalition known as the
National United Front (NUF).

1975. The National Assembly is dissolved.

1975. Island of Mayotte rejects union with Comoros in
2 referenda.

1975. French estates in Comoros are nationalized, and
French officials are repatriated.

1976. Comoros joins the Franc Zone, with its currency
fully convertible and pegged at a fixed rate to the
French franc.

1978. Soilih is ousted in a coup led by Denard. For-
mer president Ahmed Abdallah is installed as leader of
the new government and is endorsed as president by an
election. The band of 50 mercenaries, headed by
Denard, forms a presidential guard and controls the ad-
ministration. The mercenary presence infuriates other
African nations, and Comoros is expelled from the Or-
ganization for African Unity (OAU). A new constitu-
tion is drafted and approved by 99 percent of the votes.
Diplomatic relations with France are resumed. The
newly elected Federal Assembly approves the forma-
tion of a one-party state. The mercenaries leave and
OAU readmits Comoros.

1984. Abdallah is elected for a second 6-year term.

1989. Abdallah is assassinated. Said Muhammad Djo-
har is named interim president.

1990. Djohar is elected president.

1995. Djohar is ousted by a coup. An interim govern-
ment rules until scheduled elections.

1996. The election is won by Taki Abdoulkarim’s Na-
tional Union for Democracy in Comoros (NUDC), and
Taki is elected president. In May, Taki dissolves parlia-
ment and calls for new elections in October. The
NUDC obtain 36 of the 43 seats at stake in the elec-
tions, which are boycotted by the opposition.
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1997. In August, a secessionist movement headed by
Abdallah Ibrahim calls for the independence of An-
jouan Island.

1998. In March, over 99 percent of Anjouan citizens
vote for independence in a referendum. Mohéli Island
declares independence. Troops are sent to restore status
quo (the normal order).

1998. President Taki dies amid rumors of a political
assassination. An interim government is formed under
Tadjidine Ben Said Massoude.

1999. Colonel Azali Assoumani takes power through a
coup and imposes military rule.

2001. A new constitution and new national govern-
ment are established.

FUTURE TRENDS

The future of Comoros is clouded by uncertainty.
There is little doubt that the 2 smaller islands, Anjouan and
Mohéli, would like to enjoy the prosperity and stability of
Mayotte, the fourth main island in the archipelago, which
has remained a French dependency. Mayotte is adminis-
tered by France, and the island sends deputies to the French
National Assembly. Mayotte’s population benefits from so-
cial security and general development support from France,
which has substantially improved the island’s income lev-
els. Such status would significantly improve conditions on
Grande Comore. However, it would be a bitter blow to the
pride of the ruling elite on Grand Comore and to the Or-
ganization for African Unity (OAU). Local politicians see
more to their advantage in hanging on to power and accu-
mulating wealth through corrupt practices. It remains to be
seen whether the OAU will continue to oppose the demo-
cratically expressed wishes of the 2 smaller islands for in-
dependence and a possible return to French rule.

The economy is totally dependent on agriculture and
tourism for the foreign exchange that it requires to im-
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port manufactures and fuels. Agricultural output has
been stagnant due to soil degradation, and producers of
export crops are discouraged by declines in export
prices. Tourism is the most promising sector for expan-
sion. With political stability, perhaps secured by a re-
turn to French rule, there is little doubt that foreign in-
vestment in tourism would expand, and the islands would
progress toward the levels of income enjoyed by their
French-ruled neighbors in the Indian Ocean, Reunion
and Mayotte. The most likely outcome, however, is that
there will be some reconciliation between the other is-
lands and Grande Comore, and Comoros will continue
to stagnate.

DEPENDENCIES

Comoros has no territories or colonies.
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CONGO,

DEMOCRATIC
REPUBLIC OF THE

CAPITAL: Kinshasa.

MONETARY UNIT: Congolese franc (FC). One
Congolese franc equals 100 makuta. Due to the
unstable nature of the currency it is impossible to
predict which notes and coins are available in the
country.

CHIEF EXPORTS: Diamonds, copper, coffee, cobalt,
crude oil.

CHIEF IMPORTS: Foodstuffs, mining and other
machinery, transport equipment, fuels.

GROSS DOMESTIC PRODUCT: US$35.7 billion
(purchasing power parity, 1999 est.). [Because most
economic activity in the Democratic Republic of
Congo is in the informal sector and difficult to track,
different world agencies provide very different
estimates of GDP. For example, the World Bank
listed GDP in 1998 as US$7.0 billion, while the
International Monetary Fund listed GDP as US$34.9
billion in the same year.]

BALANCE OF TRADE: Exports: US$530 million
(f.0.b., 1998 est.). Imports: US$460 million (f.o0.b.,
1998 est.).

COUNTRY OVERVIEW

LOCATION AND SIZE. The Democratic Republic of the
Congo (DRC; the country is often simply called the
“Congo” or “Congo-Kinshasa” to distinguish it from the
neighboring Republic of the Congo) is located in Central
Africa. The Congo is the third-largest country in Africa.
It shares borders with the Central African Republic (1,577
kilometers, or 980 miles), Sudan (628 kilometers, or 390
miles), Uganda (765 kilometers, or 475 miles), Rwanda
(217 kilometers, or 135 miles), Burundi (233 kilometers,
or 145 miles), Tanzania (473 kilometers, or 294 miles,
all on Lake Tanganyika), Zambia (1,930 kilometers, or
1,199 miles), Angola (2,511 kilometers, or 1,560 miles),
and the Republic of the Congo (2,410 kilometers, or
1,498 miles), and has a small coastline of 37 kilometers
(23 miles) on the South Atlantic Ocean. The Congo is
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2,345,410 square kilometers (905,563 square miles),
slightly less than one-fourth the size of the United States.

Kinshasa is the capital of the Congo. The Congo’s
other major cities are Lubumbashi, Mbuji-Mayi, Kol-
wezi, Kisangani, and Matadi.

POPULATION. As of July 2000 the population of the
Congo was estimated at 51,964,999, making it the third-
most populous country in Africa. The birth rate was 46.44
per 1,000 persons and the death rate was 15.38 per 1,000
persons according to 2000 estimates. Congolese women
on average bore 6.92 children in 2000. As of the year
2000, the Congo’s estimated infant mortality rate was
101.71 deaths per 1,000 live births. Males have a life ex-
pectancy of 46.72 years while females have a life ex-
pectancy of 50.83 years. Some 48 percent of the popu-
lation is under age 15, while only 3 percent of the
population is older than 65 years.

The Congo is made up of more than 200 tribes. The
4 largest tribes in the Congo are the Mongo, Luba, Kongo,
and Mangbetu-Azonde. Approximately 700 local lan-
guages and dialects are spoken in the Congo. The ma-
jority of Congolese speak one of the following languages:
Kikongo, Lingala, Tshiluba, Swahili, and French. Most
of the Congolese population lives in rural areas, while
one-third of the population is urban.

About 80 percent of the Congolese population is
Christian. Most non-Christians have traditional African
religious beliefs.

OVERVIEW OF ECONOMY

The Democratic Republic of Congo (DRC, or the
Congo) is a nation rich in natural resources, including
diamonds, cobalt, and copper. The DRC also has vast
onshore oil reserves which it has yet to exploit. Despite
its potential wealth, however, the Congo’s economy has
drastically declined since the 1950s. Prior to a bitter war
in 1998, the Congolese government had tightened fis-
cal policy and managed to curb the country’s runaway
inflation and the drastic depreciation of its currency.
Most recently, however, those gains have been erased

99



Congo, Democratic Republic of the

7

CENTRAL AFRICAN
DEMOCRATIC REPUBLIC REPUBLIC
OF THE CONGO \ /7/\/,f\”“’
0 100 200 300 Miles < F/\\@u Banda
0 100 200 300 Kilometers \_,V.\«{/ Fonae Yakom" &/‘ TR ueleJ\/
) oCemena Bondo
‘\60 cng :&Llsala B 7§ l\lm a ey
N /C°"9° e
‘ H ahuma
\\\ \L ” Basin \;‘\ Kisangani
REPUBLIC] // Mbandaka . I
OF THE | ~ P, S Ubundu
CONGO //\ AN &\ <
% <& Inongo \\\ \\ /§'
“0§ W ac Lomela \ \\ “
‘ \ )
7 P /' Mai-Ndombe \ MinduS Bukavu
| Kwa ‘
= ’\’\\ /
/ ~ fas,, Lodja
Brazzaville // Bandundu-._ _sankuru * < Kampene® Kama
ANGOLA Kinshasa < Tlebo \\ ( K
‘ ‘ ( /
~ | Idiofa ) \_ ‘ Tanganyika |
'Tsrgf‘/ z Kikwit * ) JDemba M \ > \
. |2 a \
an na—.Matadi \% Kananga {A ) [ ,ng S \
®Soyo \ buji—Ma{i Kalemie "
x Quimele® Bumba,, Tshikapa \\< \\ Ly, \
o N'Zeto Mwene-Ditu® ¢ ) \ \i
\\\ PanZ| ) f / \\ng
\
\ Yo/ j <O
J ‘/ < )5 SV’\ Lake
‘\ ( <2 Mweru
7 /’;\“\ i ) Sandoa \ /\ \Q&Q L/fo
{ S \ ¢ )G\“ )
N f“‘,.,,,; D {
”&rajﬁlc Re
- Ny

ZAMBIA

as a result of the war that began in the summer of 1998.
The Congo’s economic plight is exacerbated by the re-
duction of foreign business operations as a result of the
war. The war, however, is not the only reason for the
Congo’s economic woes. The country’s poor infra-
structure, inoperative legal system, corruption, and
lack of openness in economic policy and financial op-
erations continue to be further obstacles to investment
and growth. Although there have been a number of
meetings between the Congolese government and the
International Monetary Fund (IMF) and the World Bank
to develop a coherent economic plan, most reforms are
on hold.

100

During the Cold War, the Congo (then known as
Zaire) was a key figure in the United States’ African pol-
icy because of its strategic location in the center of the
continent. Approximately half of all U.S. aid designated
for Africa went to Zaire. Under the dictatorship of
Mobutu Sese Seko, who controlled the country for more
than 35 years, widespread corruption blossomed and the
diversion of public resources for personal gain hindered
economic growth. The United States supported Mobutu
from the 1960s until 1990. After the collapse of the So-
viet Union in 1989, however, the Congo declined in im-
portance in U.S. policy and U.S. financial backing was
greatly reduced.
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Mobutu ran the Zairian economy like his personal
piggy bank. From 1965 through 1997, Mobutu and his
associates stole billions of dollars from the Zairian econ-
omy. Because of this kleptocracy (government institu-
tionalized theft), Zaire’s infrastructure crumbled. In
1971 Mobutu legalized his plunder of the Zairian econ-
omy under the guise of “Zairianization,” a law which ef-
fectively turned over to Mobutu and his associates own-
ership of over 2,000 foreign-owned businesses. These
businesses ranged from medium-sized grocery stores to
huge billion-dollar mining conglomerates, and were the
mainstay of the Zairian economy. As a result of inex-
perience and mismanagement, many of these national-
ized companies became bankrupt, and the Zairian econ-
omy came to a halt. Realizing that the Zairian economy
was in a tailspin, Mobutu returned many of the busi-
nesses to their rightful owners. The Zairian economy,
however, never rebounded.

Mobutu and his associates further crippled the
Zairian economy by openly flouting and discouraging the
application of the rule of law (a term which refers to a
broad system of laws and regulations that keep social and
economic order). Instead of the rule of law, Mobutu in-
stalled a system of patronage which had at its pinnacle
Mobutu and his family. Mobutu’s system of patronage
replaced the Zairian judicial system as the true arbiter of
disputes. By 1997, at the time of his ouster, Mobutu’s
corrupt government and his system of patronage had laid
waste Zaire’s economy and social fabric.

Mobutu’s regime began to crumble following the
collapse of the Soviet Union in 1989. Not only did the
United States withdraw aid, but the Congo fared no bet-
ter with the World Bank and the International Monetary
Fund (IMF). Both international aid organizations cut off
aid to the Congo in early 1990. As a result, the country
was incapable of servicing its external debt and by 1993
both the IMF and the World Bank suspended the coun-
try’s borrowing rights. Further compounding the Congo’s
economic malaise was the promulgation (to make known
by open declaration) of a new currency, the “new zaire.”
The new zaire was not only overvalued against foreign
currencies, but inflation rose to a dizzying 9,000 percent
by early 1994. In 1993, 5 new zaires could buy a British
pound. Four years later, it took 200,000 new zaires to
buy 1 pound. In 1997, following Mobutu’s removal, a
new currency called the France Congolese was intro-
duced, but it too faced real instability. There were, in the
late 1990s, many informal exchange rates in the coun-
try, and the only currencies of real value came from out-
side the country.

In May 1997 Laurent Kabila, an unknown rebel sup-
ported by Rwanda and Uganda, toppled the Mobutu
regime. As the head of the Alliance des Forces Démo-
cratiques pour la Libération du Congo-Zaire (AFDL), Ka-
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bila renamed the country the Democratic Republic of
Congo and made attempts to reform the tax system and
the police force, and repair the decrepit road system. Un-
fortunately, President Kabila’s attempts were too little
and came too late to solve the Congo’s economic and so-
cial problems.

By August 1998 the coalition of armed militias
which had supported Kabila fell apart, plunging the na-
tion into a bloody war that further damaged an already
broken economy. Warring forces with ethnic ties to
Uganda and Rwanda soon brought these and most of the
remainder of Congo’s neighbors into the conflict. Much
of eastern Congo was a battleground for warring forces
from these surrounding nations, some of whom are fight-
ing against each other on Congolese soil. The country is
now divided into regions under rebel control and regions
ruled by the Kabila regime. Commerce between these re-
gions has come to a halt.

In January of 2001 Laurent Kabila was assassinated
by one of his bodyguards, but his son, Joseph Kabila,
stepped in to continue his father’s disastrous regime.
Joseph Kabila has suggested that he would like to liber-
alize the economy, and hopes to capitalize on diminished
fighting within the country. However, he has inherited a
country whose major economic engines—the mining
companies—are held by powerful government-run agen-
cies to whom Kabila owes his political power. Bringing
these companies back into private hands, and bringing
anything like normal economic order back to this shat-
tered country, will be Kabila’s great challenge.

POLITICS, GOVERNMENT,
AND TAXATION

On May 17, 1997, with the clandestine support of
Rwanda, Uganda, and the United States, Laurent Kabila
toppled President Mobutu. Mobutu had been at the helm
of the Congo for more than 3 decades. For the most part,
Zairians (as the Congolese were then called) welcomed
Kabila and even embraced the idea of renaming Zaire the
Democratic Republic of the Congo. Even so, peace in the
Congo was fleeting.

Kabila imposed rule by decree. All governmental
powers were vested in the executive branch, which even
had the power to appoint and to dismiss members of the
judiciary. Not surprisingly, Kabila filled his 26-member
cabinet with loyalists from his political party, the Alliance
of Democratic Forces for the Liberation of Congo-Zaire
(AFDL). By Kabila’s decree, the AFDL was the only po-
litical party that could engage in political activities.

At the inception of his rule, Kabila lowered the infla-
tion rate and improved internal security. However, some
armed groups remained beyond his control, including the
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Hutu/Interahamwe, Mai-Mai soldiers, and the Tutsi
Banyamulenge. Upon taking command, Kabila promised
reform. At first, Kabila claimed that his government was
one of transition and would lead to a new constitution and
elections by 1999. During his tenure in power, however,
elections were never held and a 1998 constitution was not
finalized. Although Kabila’s stated aim in toppling the
Mobutu regime was restoring democracy to the Congo,
his rule resembled that of his predecessor more so than a
democracy. When Kabila banned every political party
save his own, protests grew both domestically and inter-
nationally.

In the summer of 1998, Kabila attempted to gain au-
tonomy from Rwanda and Uganda, which led to war. Ka-
bila’s first move was to expel the Rwandan and Ugan-
dan troops that helped him topple the Mobutu regime.
This war eventually embroiled the rest of the countries
in the region. On the one side fighting against the Kabila
government were the Rally for Congolese Democracy
and the Movement for the Liberation of the Congo, which
are supported by Rwanda, Uganda, and Burundi. Fight-
ing on the side of the Kabila government were Angola,
Namibia, Chad, Zimbabwe, the Congolese army, and the
Interhamwe (the former Rwandan-Hutu army exiled in
the Congo). All the belligerents in this war had their own
separate reasons for intervening. Rwanda, Uganda, and
Angola wanted to protect their borders. Zimbabwe
wanted to maintain the balance of power in the region.
But all of them wished to participate in the bounty of the
Congo’s vast riches.

The warring parties reached a cease-fire in Lusaka,
Zambia, in July 1999. The parties memorialized the terms
of their cease fire in the Lusaka Peace Accord, which
called for a cessation of war, a peacekeeping force com-
prised of international troops mostly from Africa, and the
commencement of a “national dialogue” on the Congo’s
future. Unfortunately, the Peace Accord was not imple-
mented and only lip-service was devoted to the national
dialogue.

President Laurent Kabila was assassinated on January
16, 2001, in Kinshasa by one of his own soldiers. His son,
Major General Joseph Kabila, was appointed as interim
president on January 26, 2001. At the beginning of his rule,
Joseph Kabila made valiant efforts to rekindle the Lusaka
Peace Accord, and Rwanda and Uganda have begun re-
moving their troops from the Congo. In March 2001, the
UN inserted peacekeeping troops in areas where Rwandan
and Ugandan forces had withdrawn. It remains to be seen,
however, if peace will come to the Congo and if Joseph
Kabila will engage the country in a national dialogue.

During the rule of Laurent Kabila, U.S.-Congolese
relations soured. In fact, the United States and other west-
ern nations largely blamed Kabila for the perpetuation of
the war. However, relations between the Congo and the
United States seem to be improving since Joseph Kabila
has come to power, as demonstrated by the meeting be-
tween Joseph Kabila and U.S. Secretary of State Colin
Powell early in the new Bush administration.

The government collects taxes primarily from busi-
nesses. Tax collection is arbitrary and many charge that
harassment from tax authorities has lately reached un-
precedented levels. Moreover, taxes have served to en-
rich corrupt government officials.

INFRASTRUCTURE, POWER, AND
COMMUNICATIONS

The Congo’s infrastructure is virtually non-existent
and is a major impediment to economic improvement.
Though there are an estimated 157,000 kilometers
(97,560 miles) of roads in the country, most of them are
poorly maintained and there are no major paved roads
connecting the regions of the country. Most goods are
transported by air. The Congo has 6 major airports lo-
cated in Kinshasa, Lubumbashi, Kinsangani, Goma,
Mbuji-Mai, and Gbadolite, and hundreds of small land-
ing strips elsewhere in the country. There were 5,138
kilometers (3,193 miles) of railways in 1995, but most

Communication

SOURCE: World Bank. World Development Indicators 2000.

Cable Personal
Country Newspapers Radios TV Sets® subscribers® Mobile Phones® Fax Machines® Computers® Internet Hosts”  Internet Users®
1996 1997 1998 1998 1998 1998 1998 1999 1999
Dem. Rep. of Congo 3 375 135 N/A 0 N/A N/A 0.00 1
United States 215 2,146 847 2443 256 784 458.6 1,508.77 74,100
Nigeria 24 223 66 N/A 0 N/A 5.7 0.00 100
Sudan 27 27 87 N/A 0 0.6 1.9 0.00 5

Data are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
®Data are from the Internet Software Consortium (http:/www.isc.org) and are per 10,000 people.
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of these were destroyed or damaged during the wars of
the late 1990s.

The production of electricity contributes merely 1
percent of the country’s GDP. Yet, the Congo’s hydro-
electric potential is extraordinary. During the 1970s, Con-
golese and foreign investors, principally from the United
States, invested heavily in the Inga-Shaba hydroelectric
facility, but today the dam is operating at only a small
fraction of its capacity. In 1998 the country produced 5.74
billion kilowatt-hours of total electric power, the vast ma-
jority of which was consumed domestically.

The Congo’s telecommunications infrastructure, like
its roads, is also virtually non-existent. There were 36,000
main lines and 10,000 cellular phones in use in 1995.
There are only about 0.7 telephones for every 1,000 Con-
golese. Even the few telephones that exist are often in-
operable because the telecommunications infrastructure
is so poorly maintained. Cellular telephones, such as
those provided by the American company TELECEL, are
replacing wire-based telephone networks, and the num-
bers of cellular phones in use have risen dramatically in
the last several years.

ECONOMIC SECTORS

In 1997 agriculture represented about 58 percent of
the Congo’s GDP. The country’s primary cash crops in-
clude coffee, palm oil, rubber, cotton, sugar, tea, and co-
coa. The Congo’s primary food crops include rice,
groundnuts, maize, plantains, and cassava. Two-thirds of
the Congo’s labor force works in the agricultural sector.

In 1997, the industrial sector represented approxi-
mately 17 percent of GDP and employed 16 percent of

Democratic Republic of the Congo

GDP-COMPOSITION BY SECTOR-1997 est.
Agriculture 58%

Services 25%

Industry 17%

SOURCE: CIA World Factbook 2000 [Online].
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Democratic Republic of the Congo

LABOR FORCE-BY OCCUPATION
Agriculture 65%

Services 19%

Industry 16%

TOTAL LABOR FORCE 14.51 MILLION

SOURCE: CIA World Factbook 2001 [Online]. Data for 1993 est.
Percent distribution for 1991 est.

the workforce. Industrial diamonds alone account for 52
percent of exports. The Congo’s abundant reserves of
copper and cobalt present enormous potential to its econ-
omy. However, this potential has not been met because
the Congo’s mining companies have failed to keep up
with general improvements in mining technology. Also,
the war has had a great effect on production in the in-
dustrial sector. Services account for just 25 percent of the
economy and employ 19 percent of the workers.

AGRICULTURE

The Congo’s economy is largely based on subsis-
tence agriculture. However, 99 percent of the Congo’s
land is not under cultivation. Nearly 70 percent of the
population lives in the countryside and continues to cul-
tivate individual tracts of land by traditional methods for
personal consumption. Coffee, cocoa, sugar, palm oil
products, rubber, tea, and quinquina are produced on
plantations and by small farmers. Food crops include
plantains, maize, cassava, groundnuts, and rice. The
Congo’s agricultural sector has declined since indepen-
dence because the government has imposed low producer
prices, encouraged the importation of cheap foodstuffs,
implemented policies that hampered the access of credit
to rural areas, and neglected the country’s transportation
and energy infrastructure. The Kabila governments
promised, as part of their development policy, upgrades
in rural roads and agricultural mechanization, so far with-
out much success.

Although the Congo’s agricultural sector is full of
promise, the Congo still remains dependent on imports,
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despite having been a net exporter prior to its indepen-
dence. In the 1980s, the Congo experienced a 2 percent
growth in the agricultural sector. But since the early
1990s, the agricultural sector has been stagnant, experi-
encing zero or negative growth rates. Livestock produc-
tion was decimated by fighting in 1996-97, and fish pro-
duction on interior rivers has decreased dramatically.
Finally, income from timber sales can hardly be consid-
ered part of the Congolese economy, as the timbered ar-
eas remain under rebel control in 2001.

INDUSTRY

MINING. Since the colonial era, mining has been and
continues to be the Congo’s main source of exports and
foreign exchange. The Katanga region of the Congo con-
tains some of the world’s richest deposits of copper and
cobalt. The national copper mining company,
GECAMINES, which had been struggling in the 1980s,
collapsed in 1991 and has had little success in expand-
ing production since then, thanks again to the wars of the
late 1990s. Recovery in this sector will occur only if the
Congo enjoys sustained political stability and the mines
receive massive technological improvements.

As recently as the 1980s, the DRC was the world’s
fourth leading producer of industrial diamonds. It also
has an abundant reserve of gem-quality diamonds. The
Congo exports its diamonds mainly to Belgium, Israel,
and India. Two-thirds of the Congo’s industrial diamond
production is realized through artisanal (skilled worker)
diamond diggers. In the 1990s the state granted to one
company, IDI Diamonds, a monopoly on the sales and
export of diamonds. This move—meant to bring order to
the diamond industry—in fact forced most diamond sales
into the black market as artisanal diamond diggers
sought the highest prices for their diamonds.

The Congo also produces gold. However, production
has suffered as a result of both the current and previous
wars. Currently, the Congo’s main gold mines are in re-
gions governed by rebel forces. Like industrial diamonds,
gold production takes place mostly through artisanal pan-
ning and is not significant.

PETROLEUM. Compared to other sub-Saharan African oil
producers, the Congo produces very little crude oil. How-
ever, offshore oil fields remained one of the government’s
few stable sources of revenue in the 1990s. The country
produces about 22,000 barrels per day of oil. U.S.-owned
Chevron and Mobil dominate the Congo’s crude oil sec-
tor. SOCIR, the national refinery, is unable to process the
country’s crude oil so it must be processed externally,
limiting the economic benefits of this natural resource.

MANUFACTURING. The Congo’s primary manufactur-
ing regions are Kinshasa and Lubumbashi, and they pro-
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duce batteries, tires, shoes, food products, plastics, bev-
erages, autos, textiles, and other consumer goods. Agri-
cultural processing is one of the few relatively healthy
industries, thanks to its ability to benefit from the mass
of Congolese who are involved with agriculture. Al-
though the Congo’s locally-produced goods are far more
expensive than imports, local manufacturers have been
able to withstand import competition ironically because
of the Congo’s poor transportation system.

SERVICES

The service sector represents one-fourth of GDP and
employs 19 percent of the labor force. The primary ser-
vices are banking, communications, government, and
transportation, yet each of these subsectors are plagued
by inefficiency, corruption, and the stresses from war. The
public health and education systems are, in the words of
the U.S. Department of State, “defunct” and most health
and education services are now provided by international
aid agencies. Transportation services are rudimentary and
inefficient. The state-run transport firm Office National
des Transports (ONATRA) has a difficult time compet-
ing with private transporters, the majority of whose ac-
tivities go unreported in economic statistics. Tourism in
the past decade has been virtually non-existent.

Congo’s banking system includes the central bank,
Banque Central du Congo, 10 commercial banks, and a
development bank, as well as a variety of smaller finan-
cial institutions. In the 1990s, however, most of these
banks were insolvent, their assets demolished by runaway
inflation, massive defaults on loans, and the govern-
ment’s misuse of central bank funds. Most Congolese
avoid formal banks and participate in a cash economy.

INTERNATIONAL TRADE

As with GDP, there is immense difficulty in deter-
mining accurate statistics for international trade for the
Democratic Republic of Congo, thanks to the difficulty

Trade (expressed in hillions of US$): Democratic
Republic of the Congo

Exports Imports
1975 275 .300
1980 .544 278
1985 .950 792
1990 .999 .888
1995 438 .397
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.
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of assessing the contributions of the informal economy.
The CIA World Factbook reports exports of US$530 mil-
lion and imports of US$460 million in 1998. The World
Bank estimated 1999 exports of US$1.94 billion and im-
ports of US$549 million, comparable to the Banque Na-
tional du Congo’s most recent figures of US$1.546 bil-
lion in exports and US$936 million in imports in 1995.

According to the CIA World Factbook, the country’s
primary export partners in 1998 were the Benelux coun-
tries (52 percent), the United States (14 percent), South
Africa (9 percent), and Finland (4 percent). The Congo’s
primary import partners in the same year were South
Africa (25 percent), Benelux (14 percent), Nigeria (7 per-
cent), Kenya (5 percent), and China.

MONEY

The local currency in the Congo is the Congolese
franc. The Congolese franc replaced the new zaire and
was issued in 1997 for the first time. The official exchange
rate, set by the Banque Central du Congo, was widely ig-
nored as the value of the Congolese franc plummeted
against every world currency. No foreign currency is
available at the official exchange rate, so most foreign
currency must be traded on the black market. The drop in
the value of the currency has led to high inflation, which
has been a chronic problem in the DRC. Inflation rates in
the last decade were as high as 8,828 percent in 1993,
dropping to 6 percent in 1997 before climbing again to
333 percent in 1999. Because wages have not kept up with
inflation, most Congolese cannot afford many goods and
resort to bartering to obtain basic necessities.

POVERTY AND WEALTH

Independence from Belgium, gained with little trou-
ble in 1960, has had the unintended effect of increasing
the gap between rich and poor in the Congo. The Congo
lacks a middle class. The wealthy Congolese—usually
tied to those in power by patronage—Ilive in the city in

Exchange rates: Democratic Republic of the Congo

Congolese francs per US$1

Jan 2001 50
2000 45
1999 4.02
1998 1.61
1997 1.31
1996 0.50

Note: On June 30, 1998 the Congolese franc was introduced, replacing the
new zaire.

SOURCE: CIA World Factbook 2001 [ONLINE].

Worldmark Encyclopedia of National Economies

Congo, Democratic Republic of the

GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Dem. Rep. of Congo 392 313 293 247 127

United States 19,364 21,529 23200 25363 29,683
Nigeria 301 314 230 258 256
Sudan 237 229 210 198 296

SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.

modern houses and apartment buildings and drive ex-
pensive cars. The urban poor, who make up the majority
of the population, live in overcrowded slums lacking even
the basics of life, such as running water and basic health
care. Congolese who live in the rural parts of the coun-
try live in thatched huts and survive on subsistence agri-
culture. Though any estimates of income are question-
able, it is estimated the per capita GDP is as low as
US$100.

Since independence, the Congo has made efforts to
provide its citizens with access to primary and secondary
schooling. About 80 percent of the males and 65 percent
of females aged 6 to 11 were enrolled in a mixture of
state- and church-run primary schools in 1996. At higher
levels of education, males greatly outnumber females.
The country’s elite continue to send their children abroad
to be educated, primarily in Western Europe.

Taxes are very burdensome for Congolese, and rural
dwellers are subjected to a variety of coercive measures
by officials to extract payments, fines, and other finan-
cial penalties. The health care system, roads, and school
system have virtually collapsed, and the government has
focused its meager resources in the urban areas, leaving
rural citizens with nothing but high taxes, low prices for
their agricultural products, and much suffering.

WORKING CONDITIONS

The DRC has a sizable labor force of some 14.51
million workers, but working conditions for the average
Congolese are abysmal. Most Congolese work in the agri-
cultural sector. The average income of a Congolese
worker does not provide a sufficient income to sustain a
family. In fact, most Congolese earn less than $40 a
month. Most workers supplement their income by doing
odd jobs besides their usual work and depend heavily on
the assistance of their extended families. The government
has established minimum wage scales for workers, but
wages have not kept pace with inflation, making such
wage scales nearly meaningless.

The country created the 1967 Labor Code to provide
guidelines for labor practices, including the employment

105



Congo, Democratic Republic of the

of women and children, anti-discrimination laws, and re-
strictions on working conditions. The collapse of the
economy and the corruption in the government have de-
stroyed the enforcement of most such laws. Several of
the limited number of larger employers, however, pay for
benefits for their employees and may even provide roads,
schools, and hospitals for the local community.

The employment of children of all ages is not un-
common in the informal sector and in subsistence agri-
culture, which are dominant portions of the economy.
Such employment is often the only way a child or fam-
ily can obtain money for food. Neither the Ministry of
Labor, which is responsible for enforcement, nor the la-
bor unions make an effort to enforce child labor laws.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1885. The Congo is colonized as a personal fiefdom
of Belgian King Leopold II and is called the Congo
Free State.

1907. The administration of the Congo Free State is
transferred to the Belgian government, which renames
the country the Belgian Congo.

1960. The Congo gains independence from Belgium.
Shortly after, the army mutinies and the Katanga
province secedes. The United Nations sends troops to
protect Europeans and maintain order. Joseph Desire
Mobutu, the army’s chief of staff, intervenes militarily
to resolve a power struggle between President Joseph
Kasavubu and Prime Minister Patrice Lumumba.
Mobutu has Lumumba arrested.

1961. Mobutu returns power to President Kasavubu.
Lumumba is handed over to Katanga rebels and soon
murdered.

1964. The country is renamed the Democratic Repub-
lic of the Congo.

1965. Mobutu stages a military coup amid a political
crisis, appointing himself president for 5 years and can-
celing scheduled elections.

1970. Mobutu establishes his Popular Movement of
the Revolution as the sole political party and all Con-
golese are forced to join the party. Mobutu is also re-
elected as president in a one-candidate election.

1971. Mobutu begins reform under his “Zairianiza-
tion” policy. Under this policy he changes the coun-
try’s name to the Republic of Zaire, and Zairians are
forced to use their African names (as opposed to their
Christian names) and adopt African dress.

1973. Under ‘“Zairianization,” the government appro-
priates over 2,000 foreign-owned businesses. These

106

businesses are mostly distributed to Mobutu and his as-
sociates.

1977. Former Katangan secessionists invade Katanga
from Angola, where they had been living in exile.
Mobutu suppresses the rebellion with the help of Mo-
roccan troops and military assistance from his Western
allies.

1982. Dissidents of Mobutu’s one-party rule form the
Union for Democracy and Social Progress (UDPS).
UDPS leaders are harassed and imprisoned.

1990. Mobutu announces the creation of a multiparty
democratic system. However, a national multiparty
conference to draft a new constitution is suspended.
The United States, which had supplied Mobutu with
hundreds of millions of dollars annually, ends direct
military and economic aid because of corruption and
human rights abuses by the Mobutu regime.

1991. As a result of mounting domestic and interna-
tional pressure, Mobutu agrees to form a coalition gov-
ernment with UDPS leader Etienne Tshisekedi.

1992. The multiparty constitutional conference re-
sumes amid squabbling and continued unrest. Confer-
ence members name Tshisekedi as Prime Minister to
head a transitional government. Later, the Conference
adopts a draft constitution to incorporate a bicameral
parliament and a system of universal suffrage to elect a
president.

1994. Rwandan ethnic Hutus massacre over 500,000
Rwandan ethnic Tutsis. Shortly thereafter, an outside
Tutsi rebel force takes over Rwanda. Fearing retribu-
tion, over 1.3 million Rwandan Hutus flee into eastern
Zaire. Accompanying these refugees are many of the
Hutus responsible for the Tutsi massacre.

1996. Zairian Tutsi in eastern Zaire revolt because
they are threatened with expulsion by Hutus. Uganda
and Rwanda seize upon this revolt to secure their bor-
ders from the Hutus responsible for the massacre and
select veteran guerrilla fighter Laurent Kabila to invade
eastern Zaire. Hundreds of thousands of Hutu refugees
return to Rwanda.

1997. Kabila’s army, composed mostly of Rwandans
and Ugandans, takes Kinshasa, and Mobutu flees into
exile. Kabila appoints himself as president and changes
the country’s name back to the Democratic Republic of
the Congo.

1998. Kabila kicks out his Rwandan supporters, which
sparks a war supported by Rwanda and Uganda against
him. Rebel activity unofficially divides the Congo into
3 regions.

1999. The Lusaka Peace Accord is signed by Kabila
and representatives of Rwanda and Uganda. Pursuant
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to the Accord, the parties agree to a cease-fire, the in-
stallation of U.N. peacekeeping troops in the Congo,
and a “national dialogue” to chart the country’s future.
All parties continue to violate the Accord.

2001. President Laurent Kabila is assassinated by one
of his bodyguards. His son, Major General Joseph Ka-
bila, is appointed as interim president. Rwanda and
Uganda begin removing their troops and the U.N.
sends peacekeeping forces.

FUTURE TRENDS

The outbreak of war in August 1998 caused the col-
lapse of the Congo’s already frail economy. Since the
outbreak of war, the country has been divided into Rwan-
dan/Ugandan rebel-governed areas, and areas controlled
by the government. Commerce between these regions has
ceased and the Congo’s economy has suffered even more.

As a result of this war, the Congolese government’s
revenues went from bad to dismal. Customs revenues
have declined because the flow of imports has dried up.
Tax revenues have also substantially declined because of
the fall in business activity. Further compounding the
problem is the fact that unpaid government bills owed to
private businesses have increased to the point that some
businesses have been forced to close.

On January 16, 2001, President Laurent Kabila was
assassinated by one of his bodyguards. Ten days later Ma-
jor General Joseph Kabila was appointed as interim pres-
ident. At the inception of his presidency, Joseph Kabila
has demonstrated a sincere interest in re-establishing
peace in the Congo. Thus far, he has revived the Lusaka
Peace Accord, and both Rwanda and Uganda have begun
removing their troops from the Congo. Additionally, the
U.N. began sending peacekeeping troops to the Congo.
There are also signs that Joseph Kabila will adopt a less
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hard-line approach to governing the Congo than his father.
He has already replaced his father’s hard-line cabinet with
appointees with a more liberal outlook on governance.
Joseph Kabila has also engaged in extensive travel to meet
heads of state of many of the Western nations to reinte-
grate the Congo into the international community. It re-
mains to be seen how he intends to reinvigorate the
Congo’s decrepit economic state.

DEPENDENCIES

The Congo has no territories or colonies.
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CAPITAL: Brazzaville.

MONETARY UNIT: Communauté Financiere
Africaine franc (CFA Fr). The CFA franc is tied to
the French franc at an exchange rate of CFA Fr50
to Frl. One CFA franc equals 100 centimes. There
are coins of 5, 10, 50, 100, and 500 CFA francs,
and notes of 500, 1,000, 2,000, 5,000, and 10,000
CFA francs.

CHIEF EXPORTS: Petroleum, tropical and other
woods, diamonds, sugar, coffee, and cocoa.

CHIEF IMPORTS: Petroleum products, machines
and appliances, construction materials, chemical
products, transportation equipment, foodstuffs,
textiles, and paper products.

GROSS DOMESTIC PRODUCT: US$4.15 billion
(purchasing power parity, 1999 est.).

BALANCE OF TRADE: Exports: US$1.7 billion
(f.o.b., 1999). Imports: US$770 million (f.0.b.,
1999).

COUNTRY OVERVIEW

LOCATION AND SIZE. The Republic of the Congo
(ROCQ) is located in Western Africa and has an area of
342,000 square kilometers (132,000 square miles). It has
a modest coastline of 169 kilometers (105 miles) along
the Atlantic Ocean in the southwest and shares land bor-
ders with Gabon, Cameroon, and the Central African Re-
public on the west and north. The country is sometimes
referred to casually as simply Congo or the Congo, or
even Congo Brazzaville, to designate that it is the Congo
with Brazzaville as its capital, distinguishing it from the
Democratic Republic of the Congo (or Congo Kinshasa),
which has its capital at Kinshasa. The Democratic Re-
public of the Congo lies along Congo’s eastern border,
with Angola’s Cabinda Province sharing a small section
of the southeastern border. The Congo is slightly smaller
than Montana. The capital city of Brazzaville is located
in the southeast of the country, directly across the Congo
River from Kinshasa.

Worldmark Encyclopedia of National Economies

POPULATION. Congo’s population was 2,830,961 and
growing at an annual rate of 2.23 percent annually in
2000. The birth rate and the death rate in 2000 were es-
timated at 38.61 and 16.35 per 1,000 population, respec-
tively. Life expectancy in Congo is only about 47 years
of age, with women living to age 50 and men on aver-
age to age 44. One contributing factor to this short life
span is the AIDS epidemic, which has in recent years
swept across much of sub-Saharan Africa (that part of
the African continent that is south of the Sahara desert).

The Congo is one of the most urbanized countries in
Africa. Eighty-five percent of the population lives in
Brazzaville, Pointe-Noire, or one of the smaller cities
found along the railway which connects Brazzaville and
Point-Noire. The official language is French. However,
there are many dialects spoken in the Congo of which
Lingala and Monokutuba are the most widely spoken.

The population of the Congo is made up of 4 major
ethnic groups: the Kongo, the M’Bochi, the Sangha, and
the Teke. Only 12,000 pygmies (or the Baka people, a
collection of tribes who dwell in African forests in the
region occupied by Congo and its neighbors) remain in
the country.

OVERVIEW OF ECONOMY

The Congolese economy depends on agricultural
production for personal consumption and the exploitation
of natural resources. Because the country provides a key
port and other transport facilities for neighboring coun-
tries such as Chad, Gabon, and the Central African Re-
public, commercial activities also play an important role
in the economy. In 1997, the Congo’s government had
US$302 million in revenues and US$468 million in ex-
penditures, with a major share of its revenues derived
from oil drilling. In the 1980s rising oil revenues pro-
vided the Congolese government with the ability to fi-
nance large-scale development projects by borrowing
against a large share of its future oil income. But this has
resulted in shortages in current government revenues. In
the late 1990s, oil prices fell and this further reduced gov-
ernment revenue and the country’s economic progress.
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Further, the Congo suffered another setback due to a civil
war that broke out in 1997.

By the end of the 1990s the Republic of the Congo
was in a state of disarray. The country’s external debt
in 1997 was estimated at a huge US$5 billion. Added
to this burden of debt was a highly overvalued CFA
franc, which made it difficult to export goods; a 5-month
civil war in 1997 that cost thousands of lives, wreaked
havoc on the capital city of Brazzaville, and sent hun-
dreds of thousands of refugees into the countryside and
out of the country; a volatile oil market; and a bloated
bureaucracy that is unable to quickly shift economic
policies for the better.
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POLITICS, GOVERNMENT,
AND TAXATION

The Congo’s 1992 constitution states that the Congo
is a multiparty democracy, and that the president is head
of state. Legislative power is apportioned between a 125-
member National Assembly and a 60-member Senate.
The constitution also stipulates that the president and
members of the national assembly are to be elected every
5 years, while senate members are to be elected every 6
years. In 1997, however, the constitution was suspended
by former President General Denis Sassou-Nguesso, who
overthrew the popularly-elected government of President
Pascal Lissouba. To his credit, President Sassou installed
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a cabinet composed of individuals from various political
parties in order to build a broad consensus. In addition,
he created a unicameral 75-member National Transi-
tional Council to act as a legislature until the time that
elections are held again. He has failed, however, to make
good on his promise to restore democratic rule to the
Congo by 2001.

The Republic of Congo gained its independence
from the colonial power of France in 1960, and was led
in its first years by a Catholic priest named Abbé Ful-
bert Youlou, who created a single-party state and aligned
the nation with the socialist nations led by the Soviet
Union. General Sassou-Nguesso first seized power in
1979. He transformed himself into a civilian leader, and
continued the country’s socialist policies. However, with
the collapse of the Soviet Union in the late 1980s the
country made the difficult transition to market economic
practices and created a new constitution that paved the
way for democratic elections. Sassou-Nguesso lost the
presidency in the Congo’s first universal elections in
1993 to Pascal Lissouba. In 1997, as the next presiden-
tial election loomed, conflict broke out between sup-
porters of President Lissouba and Sassou-Nguesso. A 5-
month civil war erupted, and troops from neighboring
Angola intervened on Sassou-Nguesso’s behalf. General
Sassou-Nguesso’s forces won, and he declared himself
president. However, the peace was short-lived, and fight-
ing broke out once more. The war reached its zenith in
1998 during the battle to control Brazzaville, which sub-
stantially destroyed the city and resulted in the deaths of
thousands and the flight of 250,000 of its inhabitants.
Since that time there have been several attempts to ne-
gotiate an end to the conflict, but as of 2001 no settle-
ment has been agreed upon and Sassou-Nguesso remains
in power.

The war has had a devastating impact on the Congo’s
economy, due in part to the severing of the main rail line
between Brazzaville and Pointe-Noire, which disrupted
trade. Oil revenue is the only reason the Congo has not
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experienced a total collapse of its economy. In 1998, as
aresult of the war, the country’s budget deficit increased
to 30 percent. It was reduced to 10 percent in 1999.

INFRASTRUCTURE, POWER,
AND COMMUNICATIONS

Two major rivers—the Congo (the fifth largest in the
world) and the Ubangi—carry commercial shipping in
the Congo, and comprise a vital mode of economic ac-
tivity. A 534-kilometer (332-mile) railroad links many of
Congo’s villages and the 2 major cities of Brazzaville
and Pointe-Noire; however, this railway was badly dam-
aged in the civil war of 1997-98. Congo’s road system
consists of a total of 12,800 kilometers of highways
(7,954 miles), of which only 1,242 kilometers (772 miles)
are paved. The Congo has 2 international airports in Braz-
zaville and the port city of Pointe-Noire.

Six newspapers are published in the Congo daily.
Congolese sources report that there are 4 AM and 1 FM
radio stations, while the CIA World Factbook lists 1 AM,
5 FM, and 1 short-wave station. Very few people in the
Congo have telephones, international calls are possible,
and the telephone system is highly unreliable. In 1998,
there were only 8 telephone lines per 1,000 people. In-
ternet service is provided on a limited basis by the gov-
ernment’s Ministry of Post and Telecommunications, as
well as by a small number of providers in the neighbor-
ing Democratic Republic of the Congo.

The Congo’s potential for hydroelectric power gen-
eration is substantial, but is not fully exploited. Even
though hydroelectric plants provide some 99 percent of
the country’s power, the Congo must still purchase
roughly one-fourth of its electricity requirements from
its neighbor, the Democratic Republic of the Congo. Al-
together, the total electricity produced in 1998
amounted to 503 million kilowatt hours (kWh). Wood
is the primary source of fuel for most people living in
rural areas.

Communications
Cable Personal
Country Newspapers Radios TV Sets® subscribers® Mobile Phones® Fax Machines® Computers® Internet Hosts”  Internet Users”
1996 1997 1998 1998 1998 1998 1998 1999 1999
Rep. of Congo 8 124 12 N/A 1 N/A N/A 0.00 1
United States 215 2,146 847 2443 256 784 458.6 1,508.77 74,100
Dem. Rep. of Congo 3 375 135 N/A 0 N/A N/A 0.00 1
Gabon 29 183 55 N/A 8 04 8.6 0.02 3
Data are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
“Data are from the Internet Software Consortium (http://www.isc.org) and are per 10,000 people.
SOURCE: World Bank. World Development Indicators 2000.
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Republic of the Congo

GDP-COMPOSITION BY SECTOR-1997 est. Agriculture 10%

Services 31%

Industry 59%

SOURCE: CIA World Factbook 2000 [Online].

ECONOMIC SECTORS

Agriculture contributes to 10 percent of the GDP and
employs approximately 60 percent of the workforce, in-
dicating the real inefficiency of this sector. Most partici-
pants in the agricultural sector produce food for their own
consumption only. Industry and services represents 59
percent and 31 percent of GDP, respectively. Petroleum
produced from offshore oil fields and crude oil represent
75 percent of the Congo’s annual exports. Additionally,
the Congo exports natural gas, lead, gold, and copper.

The Congolese state bureaucracy is a major em-
ployer. At the beginning of the 1990s the state employed
some 80,000 people, an enormous number for a country
of its size. Since that time government efforts to priva-
tize state-run industries have lessened state employment,
but the still large and corrupt government bureaucracy
acts as a drag on economic growth.

AGRICULTURE

Agriculture and forestry comprised 12 percent of
GDP in 1995, and just 10 percent in 1999. Reliable sta-
tistics for a country such as the Congo are difficult to ob-
tain, as most agricultural labor takes place outside of of-
ficial channels, but most estimates put the percentage of
the workforce engaged in agriculture between 60 and 75
percent. In 1998, agricultural exports totaled US$15.3
million, while agricultural imports totaled US$130 mil-
lion. Cassava is the principal food crop. Other major
crops include manioc, plantains, bananas, peanuts, sug-
arcane, cocoa, coffee, and palm kernels. Agricultural
commodities that are exported include tropical and other
woods, sugar, coffee, and cocoa. The Congo also pro-
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duces beef and veal, chicken, lamb, game, and pork. Less
than 2 percent of the country’s land is cultivated.

Forest products from the Congo’s lush rainforests
represent 10 percent of export earnings, and once led ex-
ports until the country developed its oil industry. But due
to high transportation and wage costs as well as low pro-
ductivity, the forest industry has suffered severe declines
in recent years.

INDUSTRY

MANUFACTURING. The Congo’s manufacturing sector
plays a small role in the economy, consisting of around
100 factories in Brazzaville and Pointe Noire, mostly en-
gaged in the processing of agricultural and forest products.
There are a number of companies engaged in manufac-
turing import-substitution products such as footwear, soft
drinks, chemicals, cement, and metal-working products.
The less significant sectors of the manufacturing industry
produce textiles, footwear, cement, and soap.

OIL. Oil is Congo’s main export and the major support
for a faltering economy. In 1998, the Congo exported
more than 257,000 barrels of oil daily, and petroleum
comprises some 50 percent of exports. In sub-Saharan
Africa, the Congo is the fourth-largest oil producer, and
has an estimated 1.5 billion barrels in reserve.

In 1994, the Congo took steps to deregulate the oil
industry by offering production-sharing agreements with
major foreign oil companies. This initiative is intended
to regularize the flow of income to the government. De-
spite these steps, declining oil prices in 1998 badly hurt
the Congo’s economy. The French oil company Elf-
Aquitaine, which accounts for 70 percent of Congo’s an-
nual oil production, is the major producer, along with the
Italian oil firm Agip, and Chevron and Exxon from the
United States. Rising worldwide oil prices in 2001, to-
gether with new discoveries and production, are expected
to increase export revenues in the coming years.

OTHER INDUSTRIES. The Congo has the third-largest
natural gas reserves in sub-Saharan Africa, estimated at
over 3 trillion cubic feet. As of 2001, however, there was
no development of a natural gas industry. The Congo has
substantial reserves of copper, lead, zinc, gold, and plat-
inum, but these metals are mined in small quantities.

SERVICES

Services provide a major portion of GDP, making a
37 percent contribution in 1997, second only to indus-
try’s 59 percent (largely composed of oil production).

One major services area in the Congo is the public
bureaucracy. In the early 1990s, the Congolese govern-
ment was the biggest employer in the country, with a pay-
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roll in excess of 80,000. This was a severe drain on the
country’s resources. Due to pressure from the World Bank
and other institutions, the government made major cuts in
the number of civil servants as well as their salaries. Since
the mid-1990s, the payroll has been cut in half and nearly
8,000 government employees have been let go.

Figures for other aspects of the service sector such
as banking are sketchy. Most of the service industry is
located in Pointe-Noire and Brazzaville. As of 2001, the
government was engaged in intensive talks with the
World Bank, the IMF, and other bodies in an effort to
renegotiate aid packages and rebuild the banking system.

INTERNATIONAL TRADE

With exports of US$770 million and imports of
US$1.7 billion, the Congo has a severe trade imbalance
of nearly US$1 billion. The Congo conducts consider-
able trade with other Central African countries such as
Cameroon, the Central African Republic, and Gabon,
which are part of the Customs and Economic Union of
Central Africa. However, it exports the majority of its
goods—primarily oil—to Western countries. The United
States purchased 23 percent of the country’s exports in
1998, while the Benelux countries took 14 percent, fol-
lowed by Germany, Italy, Taiwan, and China. France was
the major source of goods imported into the Congo, with
23 percent; the United States provided 9 percent; Bel-
gium, 8 percent; and the United Kingdom, 7 percent.

Although the Congo has a bilateral investment treaty
with the United States and a new investment code in-
tended to bring in more foreign direct investment, it
has been unable to attract meaningful foreign invest-
ment. According to the U.S. Department of State Back-
ground Notes, “High costs for labor, energy, raw mate-
rials, and transportation; militant labor unions; and an
inadequate transportation infrastructure are among the
factors discouraging investment. The recent political in-
stability, war damage, and looting also will undermine
investor confidence.”

Trade (expressed in billions of US$): Democratic
Republic of the Congo

Exports Imports
1975 275 .300
1980 544 278
1985 .950 792
1990 .999 .888
1995 438 .397
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.
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Exchange rates: Republic of the Congo

Communaute Financiere Africaine francs (CFA Fr) per US$1

Jan 2001 699.21
2000 711.98
1999 615.70
1998 589.95
1997 583.67
1996 511.55

Note: From January 1, 1999, the CFA Fr is pegged to the euro at a rate of
655.957 CFA Fr per euro.

SOURCE: CIA World Factbook 2001 [ONLINE].

MONEY

The Republic of the Congo is part of the Central
African Monetary and Economic Union (Communauté
Economiquareue et Monetaire de 1’ Afrique Centrale, or
CEMAC), a group of 5 francophone countries that use
the same currency, the CFA franc. The CFA franc is tied
to the French franc and can be readily exchanged at 50
CFA francs to 1 French franc. Congo, like all members
of the CFA franc communities, has benefitted from this
stable currency.

As a member of the CFA zone, Congo was pro-
foundly affected by the 50 percent devaluation of the
CFA in 1994. The currency had been overvalued prior to
the devaluation, making it difficult for the country to ex-
port its goods. The devaluation has made its traditional
exports more competitive on world markets. In the short
term, however, devaluation lowered living standards and
probably increased poverty by raising prices while most
salaries remained static.

CEMAC planned to open a regional stock exchange
in Libreville, Gabon, in 2001, despite the existence of a
limited stock exchange in Douala.

POVERTY AND WEALTH

The lack of proper monitoring makes it difficult to
determine the actual income levels of the Congolese peo-
ple, the majority of whom are involved in subsistence
agriculture and trade their labor for the goods that they
need. World Bank estimates indicate that the per capita
GDP was just US$670 per year in 1999. According to
the Congolese government, only 30 percent of the pop-
ulation has access to health care, and they estimate that
CFAA44 billion is needed to rebuild the medical services
sector. Further, there are over 120,000 HIV/AIDS vic-
tims in Congo, and only 14 percent of the people live in
“healthy” environments.
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GDP per Capita (US$)
Country 1975 1980 1985 1990 1998
Rep. of Congo 709 776 1,09 933 821

United States 19,364 21,529 23,200 25,363 29,683
Dem. Rep. of Congo 392 313 293 247 127
Gabon 6,480 5,160 4,941 4,442 4,630

SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.

For children ages 6 through 16, schooling is com-
pulsory and free. The CIA and World Bank estimate that
79 percent of Congolese over the age of 15 are literate.
The country’s only university, Universite Marien-
Ngouabi, is located in Brazzaville and has an enrollment
of 12,000 students annually.

WORKING CONDITIONS

The lack of proper monitoring agencies makes it im-
possible to estimate the total workforce or unemployment
figures for the Congo; moreover, the existence of a large
informal economy and subsistence agricultural practices
would distort any figures that were available.

The government calls for a monthly minimum wage
of about US$85, a sum insufficient to afford a worker and
his or her family a decent standard of living. The lack of
proper protections for workers has led to the rise of a num-
ber of militant labor unions, including the Congolese Trade
Union Congress, the General Union of Congolese Pupils
and Students, the Revolutionary Union of Congolese
Women, and the Union of Congolese Socialist Youth.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1879. Pierre Savorgnan de Brazza of France explores
the area of today’s Congo. He signs treaties with its

leaders and declares the area to be subject to France’s
protection. Subsequently, this territory becomes known
as the Middle Congo.

1910. The Middle Congo officially becomes one of
France’s federated colonies. Brazzaville becomes the
principal city of the Middle Congo and head of the
Federation’s government.

1924-34. The Congo-Ocean Railway is completed,
which paves the way for the development of the port
city of Point-Noire and the numerous townships along
the ocean.

1944. Major reforms in France’s colonial policy take
place as a result of the Brazzaville Conference, includ-
ing the end of compulsory labor, French citizenship for
colonial members, and the right to limited self-rule.

1960. France grants Middle Congo its independence;
the country is renamed the Republic of the Congo.

1963. Fulbert Youlou becomes the Congo’s first presi-
dent and prohibits all political parties except his own.
He is overthrown by Alphonse Massamba-Débat 3 years
later. President Massamba-Débat introduces commu-
nism to the Congo and establishes strong ties with com-
munist states, including the People’s Republic of China.

1968. Marien Ngouabi becomes head of state after
overthrowing Massamba-Débat. Ngouabi’s 9-year rule
is even more leftist than that of his predecessor.

1970. A new constitution is ratified, renaming the
country the People’s Republic of the Congo.

1977. General Joahim Yhombi-Opango assumes power
after Ngouabi is assassinated. The Congo continues its
close ties with France, despite its ideological affiliation
with communism.

1979. President Yhombi-Opango is succeeded as presi-
dent by Colonel Denis Sassou-Nguesso.

1981. The Congo signs a treaty with the Soviet Union
establishing cooperation and friendship between the 2
nations.

Household Consumption in PPP Terms

Data represent percentage of consumption in PPP terms.
2Excludes energy used for transport.
®Includes government and private expenditures.

SOURCE: World Bank. World Development Indicators 2000.

Country All food Clothing and footwear Fuel and power® Health care® Education® Transport & Communications Other
Rep. of Congo 34 2 12 3 3 11 36
United States 13 9 9 4 6 8 51
Dem. Rep. of Congo N/A N/A N/A N/A N/A N/A N/A
Gabon 40 3 9 3 7 4 34
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1991. A new constitution is ratified making the Congo
a multi-party democracy. The country’s name is
changed back to the Republic of the Congo and the
country adopts a new national flag and anthem.

1992. Sassou-Nguesso is defeated in the presidential
elections by Pascal Lissouba. Subsequently, Lissouba is
accused of ethnic favoritism and armed factions sup-
porting Sassou-Nguesso rise against him.

1997. Civil war breaks out in Brazzaville, which results
in Brazzaville’s destruction. Later that year, Sassou-
Nguesso overthrows Lissouba with help from Angola.

FUTURE TRENDS

One of the major impediments to improvements to the
Congo’s economy is the service on the Congo’s external
debt. The Congo is one of Africa’s most indebted coun-
tries, with its foreign debt totaling about 250 percent of its
GDP. As a result, too large a share of the government’s
revenues goes to servicing that debt and very little remains
for building infrastructure and maintaining the social ser-
vices of the country. To solve this problem, the Interna-
tional Monetary Fund agreed to an Interim Post-Conflict
Reconstruction and Rehabilitation Program which provides
for debt relief based on the Congo’s implementation of
economic reforms. If these measures are undertaken, and
debt relief is begun, this will free up much needed resources
that can be channeled to infrastructure building. Improve-
ments in infrastructure are essential if the country wishes
to draw any foreign investment and build its underdevel-
oped manufacturing and industrial base.

The Congo’s economic progress had been hampered
by poor oil prices in 1998, which resulted in a decline in
government revenue. The government also experienced
a slump in revenue as a result of the war. Both of these
factors contributed to the major decline in the Congo’s
economy, which experience -3.0 percent annual GDP
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growth in 1999. Subsequent increases in world oil prices
in 2000 and 2001 were certain to aid the economy, though
the destruction of the country’s infrastructure by the
1997-98 civil war may make it difficult for the country
to prepare its goods for export.

In the long term, the Congo must rebuild political
stability and commit itself to the dual projects of paying
down public debt and rebuilding its infrastructure. Should
it solve its political problems the country is likely to gain
the assistance of international lending agencies, but even
with such assistance the Congo faces a long and difficult
road to economic well-being.

DEPENDENCIES

The Republic of the Congo has no territories or
colonies.
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CAPITAL: Yamoussoukro has been the official
capital since 1983. However, Abidjan remains the
administrative center, and most countries maintain
their embassies there.

MONETARY UNIT: Communauté Financiere
Africaine franc (CFA Fr). 1 franc equals 100
centimes. Coins exist in 5, 10, 50, 100, and 500
CFA Fr. Paper currency denominations are of 500,
1,000, 2,000, 5,000, and 10,000 CFAF.

CHIEF EXPORTS: Cocoa, coffee, tropical timbers,
petroleum, cotton, bananas, pineapples, palm oil,
cotton, and fish.

CHIEF IMPORTS: Food, manufactured consumer
goods, heavy machinery, fuel, and transport
equipment.

GROSS DOMESTIC PRODUCT: US$26.2 billion
(purchasing power parity, 2000 est.).

BALANCE OF TRADE: Exports: US$3.8 billion
(f.0.b., 2000 est.). Imports: US$2.5 billion (f.o0.b.,
2000 est.).

COUNTRY OVERVIEW

LOCATION AND SIZE. Cote d’Ivoire (which means
“Ivory Coast”) is a West African country bordering the
North Atlantic Ocean between Ghana and Liberia. It has
an area of 322,460 square kilometers (124,502 square
miles) of which 318,000 square kilometers (122,780
square miles) are occupied by land while water occupies
the remaining 4,460 square kilometers (1,722 square
miles). Its boundaries are 3,110 kilometers long (1,932
miles). These borders include 716 kilometers (445 miles)
with Liberia in the west, 610 kilometers (379 miles) with
Guinea in the northwest, 532 kilometers (330 miles) with
Mali in the north, 584 kilometers (363 miles) with Burk-
ina Faso in the north, and 668 kilometers (415 miles) with
Ghana in the east. The country’s coastline is 515 kilo-
meters (320 miles) long.

Located on the Gulf of Guinea, Cote d’Ivoire has 2
major natural divisions. Its topography is a mix of plains
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and low hills containing a small mountainous area, with
Mont Nimba rising to 1,752 meters (5,748 feet) above
sea level in the Man region to the west. The south’s equa-
torial rainforest (much of which has been logged) changes
into woodland savanna to the north. The south has heavy
rainfall and lush rain forests where foreign investors have
large plantations of crops like coffee, cocoa, and bananas
while the north is a granite plain characterized by sa-
vannas, where small landowners raise sorghum, corn, and
peanuts. Cote d’Ivoire has one of the fastest rates of de-
forestation in the world.

POPULATION. The population was estimated to be 15.9
million in 2001, up from 13.9 million in 1995, and 11.8
million in 1990. The population density is 50 people per
square kilometer (129 per square mile), up from 43.6 in
1995 and 37.1 in 1990. The population growth rate has
been 3.1 percent a year in the period 1990-98, and the
fertility rate is correspondingly high. The average num-
ber of children per woman is 5.1. Urban population has
been growing, rising from 40 percent in 1990 to 46 per-
cent in 1999. The structure of the population is youthful,
with only 2 percent aged 65 and over, while 52 percent
are aged between 15 and 65, and 46 percent are under 15
years. Life expectancy at birth has been decreasing from
50 in 1990 to 46 in 1999, and the incidence of AIDS has
been one of the main factors in this decline, with more
than 1 million Ivorians affected.

The population includes 5 major ethnic groups: the
Kru, Akan, Volta, Mande, and Malinke, inhabiting both
the savannas and rain forests, subdivided into approxi-
mately 80 smaller groups. Nearly two-thirds of the pop-
ulation follow traditional African religions, while 23 per-
cent are Moslems, and 12 percent are Christians. French
is the official language, but there are many other local
languages. The most widely spoken are Diula in the north,
Baule in the center and west, and Bete in the southeast.
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The net out-migration rate was estimated in July
2000 to be 1.6 migrants per 1,000 of the population. Af-
ter Liberia’s civil war started in 1990, more than 350,000
refugees fled to Cote d’Ivoire, but by the end of 1999 al-
most all the Liberian refugees had returned.

OVERVIEW OF ECONOMY

Cote d’Ivoire has benefited since independence in
1960 from considerable political stability, and to no small
measure this has been due to the close relationship with
the former colonial power, France, and the presence of
French troops in the country. These provided a secure
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platform for economic development and an encouraging
environment for foreign investment. This state of affairs
was disturbed by a military coup (a domestic overthrow
of a government) in 1999, but international pressure led
to a return to constitutional civilian government in 2000.

Most people in the economy (more than half) depend
on agriculture for their livelihoods, and they are the poor-
est section of the community. Farming is undertaken on
small family plots, and much of the output is consumed
by the producing family. The economy depends heavily
on exports of tropical agricultural products to generate
the foreign exchange that Cdte d’Ivoire requires to pur-
chase the manufactured goods it does not have the ca-
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pacity to produce itself. The main exports are cocoa and
cocoa products, coffee, and fish. Exports generate 40 per-
cent of the GDP. However, the heavy reliance on tropi-
cal agricultural exports makes the economy very vulner-
able to changes in international commodity prices and the
weather. In 1994, the currency was devalued by 50 per-
cent which resulted in higher prices to producers of ex-
port crops who have responded with higher output, but
much of the benefit has been eroded by declining world
prices, particularly for coffee. Sparked by the devalua-
tion, in the 1994-98 period the real gross domestic
product (GDP) growth averaged 5.5 percent providing
the first sustained improvement in per capita GDP since
the late 1970s. During this period, the external current
account deficit (including grants) was lowered from 11
percent of the GDP in 1993 to 4 percent in 1998, and the
external debt burden was reduced.

Despite the positive economic results of devaluation,
the government is aware of its economy’s vulnerability
due to its heavy reliance on cocoa and coffee. To safe-
guard the economy, the government is doing its best to
encourage other agricultural exports, such as pineapples
and rubber, and exploring for offshore deposits of oil and
gas. Since 1986, Cote d’Ivoire has been undertaking a
program of economic liberalization, which has involved
ending state monopolies, particularly in agricultural mar-
keting, and privatizing state-owned enterprises in an ef-
fort to make these sectors more efficient.

The economic situation was further boosted by an
increase in grants and low interest rate loans, mainly from
France, between 1994 and 1998. Significant progress was
made in consolidating public finances during this period
with the overall budget deficit declining from about 12
percent of the GDP in 1993 to 2.5 percent in 1998. The
50 percent devaluation of CFA franc in January 1994
caused a single jump in the inflation rate to 26 percent
in 1994, but the rate fell sharply to 9.4 percent in 1996
and 1.3 percent in 1999.

The sharp downturn in the terms of trade, with co-
coa prices falling by 40 percent below their end-of-1998
level as well as a significant slowdown in disbursement
of external assistance have given rise to problems. Eco-
nomic growth has slowed, and investment has slipped
with the private sector’s adoption of a more cautious
stance in the uncertain political environment following
the 1999 coup.

POLITICS, GOVERNMENT,
AND TAXATION

In pre-colonial times, the territory of present-day Cote
d’Ivoire was inhospitable to the sea-borne European
traders because of the dense, thinly populated tropical for-
est stretching hundreds of kilometers inland from the At-
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lantic Ocean. There was little European interest in the in-
terior before the mid-19th century. Northern Cote d’Ivoire,
largely savanna and populated by Muslims, was histori-
cally controlled by the Guinean kingdoms, which period-
ically exerted influence over much of modern Mali,
Guinea, and Niger. The French presence grew after 1893
when the colony of Cote d’Ivoire was officially estab-
lished. The potential of the country’s agricultural and
forestry resources came to be realized with the building of
the railway through Céte d’Ivoire into present-day Burk-
ina Faso, and by the late 1940s, C6te d’Ivoire had replaced
Senegal as France’s richest colony in West Africa.

Cote d’Ivoire became independent in August 1960,
with Felix Houphouet-Boigny, a successful cocoa farmer
and former minister in the French government, as presi-
dent. Close ties to France have characterized the period
since independence, and trade and investment links have
expanded, as well as the number of French expatriates
working in Coéte d’Ivoire.

Capitalizing on his carefully cultivated personal re-
lations with successive French governments as well as
his skillful economic and political management,
Houphouet-Boigny dominated the country’s political life
for more than 3 decades. Houphouet-Boigny’s party,
Parti Democratique de Céte d’Ivoire (PDCI), became the
only legal political party in Cote d’Ivoire. In the 1960s
and 1970s, he presided over Cote d’Ivoire’s emergence
as one of Africa’s few stable and economically success-
ful countries. With the introduction of multiparty politics
in 1990, his PDCI remained in control. There was re-
markably little internal strife and no significant external
threat, leading to a resolution not to develop a costly and
possibly untrustworthy army, and instead entrusting na-
tional defense to France.

However, Cote d’Ivoire faced serious social and eco-
nomic problems in the 1980s with the fall in world com-
modity prices. As Houphouet-Boigny slipped into old age
and popular dissent grew in the beginning of the 1990s,
demonstrations and strikes became commonplace. The
first multiparty elections were held in 1990 and were won
by Houphouet-Boigny’s PDCI amid accusation from the
opposition of vote rigging.

Flamboyant Laurent Gbagbo, leader of the Front
Populaire Ivorienne (FPI), defiantly led thousands of pro-
testers through the streets of Abidjan in 1992, resulting
in widespread rioting in the commercial capital and at-
tracting a stern reaction from the authorities. Many pro-
testers, including Gbagbo, were arrested and charged un-
der legislation rushed through parliament, although many
were freed 6 months later.

Mr. Houpouet-Boigny’s death in 1993—which was
feared would lead to social chaos and dash hopes of a re-
turn to economic prosperity—resulted in a controversial
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power transfer to Konan Bedie, formerly president of the
Assemble Nationale.

In the October 1995 presidential elections Konan Be-
die won 95 percent of the vote amid protests from the op-
position against a PDCI-dominated parliament’s passing of
a law that barred Alassane Dramane Ouattara, a World
Bank-schooled economist who had been prime minister
since 1990, from participating. The law excluded anyone
who was considered not born to Ivorian parents, or who had
been resident abroad in the preceding 5 years, and Ouattara
was deemed to fall into both categories. A pro-Ouattara
party, the Ressemblement des Republicans (RDR), was
formed by defectors from the reformist wing of the PDCI.
Whereas the presidential elections were marred with vio-
lence, the parliamentary elections were more peaceful, re-
sulting in a PDCI victory with 149 of the 175 available
seats while the rest were split between the FPI and the RDR.

In December 1999, a military coup—the first ever in
Cote d’Ivoire’s history—overthrew the government and
installed military rule under General Robert Guei. The
presidential elections in October 2000 were contested by
Guei and Laurent Ggagbo of the FPI. Ouattara of the
RDR was prevented from running. The results were un-
clear, and Guei attempted to hijack the process by an-
nouncing himself the elected president. Demonstrations
and protests and pressure from the international commu-
nity prevailed, however, and on the basis of the available
electoral results, Gbagbo was declared president.

Cote d’Ivoire has a republican (constitutional) gov-
ernment with a multiparty presidential regime established
in 1990. It is a country with 50 administrative departments
(or districts), with a constitution that was first drawn up in
November of 1960 but has been amended on numerous oc-
casions, the last time being in July 1998. The constitution
recognizes universal adult suffrage at 21 years of age. The
legal system is based on French civil law and customary
law with judicial review in the Constitutional Chamber of
the Supreme Court. There is a unicameral (1-chamber) Na-
tional Assembly of 175 seats to which members are elected
by direct popular vote to serve 5-year terms.

Cote d’Ivoire has a more effective tax revenue col-
lection system than most of sub-Saharan Africa. It in-
cludes a wide range of taxes on personal income, capital
gains, value added on economic activities, exports, and
imports. Tax revenues as a share of GDP were 20 per-
cent in 1999. Taxes on international trade are around 40
percent of total government revenue. Income, profits, and
capital gains taxes were 21 percent, taxes on goods and
services were 5 percent, and the remaining 34 percent
came from other taxes, licenses, and the surpluses of
state-owned enterprises. There has been a steady rise in
revenue collection, which has favorably affected the fis-
cal situation from 1994 to 1996. Tax revenue increased
by an average annual rate of 24 percent in this period,
reflecting the impact of the devaluation, strong GDP
growth and the effects of improved tax measures. Tax
revenues have increased because of the government’s ef-
forts to reintroduce an export tax on cocoa and coffee in
1994 and to build the capacity of its revenue departments
by implementing strategies to curb fraud and tax evasion.

INFRASTRUCTURE, POWER, AND
COMMUNICATIONS

By 1996, Cdte d’Ivoire had a fairly well-developed
network of 50,400 kilometers (31,317 miles) of roads, of
which 4,889 kilometers (3,038 miles) were paved; about
6,000 kilometers (3,728 miles) were primary roads; and
7,000 kilometers (4,350 miles) are secondary roads. A
fall in railway traffic has increased the burden on the road
network. The government plans to develop the system
further, for instance, by extending the country’s main
highway from Abidjan to Yamoussoukro and to Grand-
Bassam, southwest of Abidjan.

The only railway line in Cote d’Ivoire was built by
the French, and it links Abidjan with Ouagadougou, the
capital city of neighboring Burkina Faso. The Ivorian
side is 660 kilometers (410 miles) of meter gauge rail-
way. The rail company, Societe Ivoirienne des Chemins

Communications

aData are from International Telecommunication Union, World Telecommunication Development Report 1999 and are per 1,000 people.
"Data are from the Internet Software Consortium (http://www.isc.org) and are per 10,000 people.

SOURCE: World Bank. World Development Indicators 2000.

Cable Personal
Country Newspapers  Radios TV Sets®  subscribers®  Mobile Phones®  Fax Machines® Computers® Internet Hosts®  Internet Users®
1996 1997 1998 1998 1998 1998 1998 1999 1999
Cote d’lvoire 17 164 70 0.0 6 N/A 3.6 0.25 20
United States 215 2,146 847 2443 256 78.4 458.6 1,508.77 74,100
Nigeria 24 223 66 N/A 0 N/A 5.7 0.00 100
Ghana 14 238 99 N/A 1 N/A 1.6 0.06 20
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de Fer (Ivory Society of Railroads, SICF), saw the num-
ber of passengers decline by 75 percent to about 760,000
by 1993, owing in part to the poor condition of the
rolling stock.

There are 980 kilometers (609 miles) of navigable
rivers and canals, as well as numerous coastal lagoons.
There are also 4 major ports: Abidjan, Aboisso, Dabou,
and San-Pedro. The Port Autonome d’Abidjan (PAA) is
the busiest in Francophone West Africa (the former
French colonies in West Africa, in which there is still a
legacy of French civil law and language) and earns rev-
enue from transit traffic to and from the country’s land-
locked neighbors, particularly Burkina Faso and Mali.
Petroleum products account for approximately 40 percent
of its tonnage. Cdte d’Ivoire’s second largest port, San
Pedro, handles smaller volumes of timber and cocoa.

In 1999, there were an estimated 36 airports in the
country, 7 of which had paved runways. Cote d’Ivoire
has an important stake in the multinational Air Afrique,
which provides most international connections.

Although an estimated 64 percent of the country’s
electricity is generated from hydroelectric plants, gas
power stations are becoming more important with fossil
fuels constituting 36 percent of the country’s electric en-
ergy production. Total electric energy production in 1998
was estimated to be 3.36 billion kilowatt hours (kWh)
against a consumption demand of 3.2 billion kWh. Oil is
refined for domestic use but is also exported to the re-
gion, including to Nigeria where a dismal downstream
oil industry has led to persistent oil shortages.

There were 182,000 telephone land lines and more
than 60,000 mobile cellular phones in use in 1998. By
June 1999 the telephone system was well-developed by
African standards but operating far below capacity. Do-
mestic needs are met by land lines and microwave radio
relays, 90 percent of which are digitalized. Two Intelsat
satellite earth stations and 2 coaxial submarine cables
serve international demand. The government sold 51 per-
cent of the national telecommunications company, CI-
Telcom, to France Telecom in 1997, which renamed the
company Cote d’Ivoire Telecom. At the time of privati-
zation, CI-Telecom was operating 120,000 lines, but the
government intended to have 400,000 lines in use by
2002. The long waiting list has enabled many Ivorian
companies to benefit from the scramble for market share
after liberalization of the industry.

Radiodiffusion-Television Ivorienne (Ivorian Radio
Broadcasting-Television, RTI) is a government-owned
corporation but is in most respects independent. It is
partly funded by advertising and operates 2 television
channels and a national radio service, broadcasting in
French and local languages. Radio Espoir is owned and
operated by the Roman Catholic Church. In 1999 there
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were a total of 2 AM, 8 FM and 3 short-wave stations,
as well as 14 television stations. In 1997 there were
900,000 television sets.

While there were a number of new publications as a
consequence of the 1990 political liberalization, many
disappeared during Konan Bedie’s tenure, and at least 20
journalists have been jailed since 1994. Nonetheless,
there remains a healthy opposition press which includes
the daily Notre Voie and Nouvel Horizon, owned by the
pro-FPI Nouvel Horizon media group. This alternative
coverage provides a counterweight to the dominance of
the pro-government press, mainly the daily Fraternite
Matin founded in 1964 and its evening sister paper, Ivoire
Soir, with a circulation of about 50,000 and 40,000 re-
spectively.

ECONOMIC SECTORS

For many years after independence from France in
1960, Cote d’Ivoire was the jewel of West Africa, with
a strong economy—initially based on agriculture, partic-
ularly coffee and cocoa—that attracted many thousands
of workers from neighboring countries. Sizeable French
and Lebanese communities established themselves in the
capital, Abidjan. In 1998, agriculture contributed 32 per-
cent of the GDP, industry 18 percent, and services 50
percent. Agriculture remains based on 2 major crops—
cocoa and coffee, which together provided 45 percent of
export revenue in 1998. The industrial sector’s share of
the GDP increased in 1999, and this trend is likely to
continue in the coming decade as the country develops
food processing. Services, 50 percent of the GDP in 1998,
are led mostly by trade and transport, the latter account-
ing for 30 percent of the GDP.

Cote d’lvoire

GDP-COMPOSITION BY SECTOR-1998
Agriculture 32%

Services 50%

Industry 18%

SOURCE: CIA World Factbook 2000 [Online].
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AGRICULTURE

Agriculture (including forestry and fishing) is a very
significant sector of Cote d’Ivoire’s economy. It con-
tributed an estimated 32 percent of the GDP and em-
ployed about 51 percent of the labor force in 1998. How-
ever, the disparity between share of the GDP and share
of the labor force indicates that agriculture generates
much lower incomes than the other 2 major sectors, in-
dustry and services. Exports of cocoa and related prod-
ucts contributed an estimated 37 percent of total export
earnings in 1998. Export taxes on cocoa and coffee con-
tributed more than 10 percent of government revenue in
each year since 1996.

Production of cocoa beans doubled between 1970
and 1979, making Cote d’Ivoire the largest exporter in
the world. The country has been the world’s largest co-
coa producer since 1977-78, when its level of produc-
tion overtook that of Ghana. Overall output continued to
rise, with some fluctuations, reaching a record 1.1 mil-
lion metric tons in 1995-96 and an estimated 1 million
metric tons in 1996-97, up from an annual average of
750,000 metric tons over the 1990-94 period. This in-
crease, however, was attributed to the government in-
centives program of the 1980s as well as the resultant
switching of resources from coffee production. Until
1989, both coffee and cocoa attracted virtually the same
producer prices, although coffee was more heavily taxed
and is more difficult to grow.

The total land area is distributed among different
uses as follows: arable land 8 percent, permanent crops
4 percent, permanent pastures 41 percent, forests and
woodland 22 percent, and others 25 percent. In 1993 only
680 square kilometers (262 square miles) of land was un-
der irrigation. Agricultural production increased by an av-
erage of 2.4 percent annually between 1990-98. There
were 2.44 million hectares of arable land in 1994, 1.27
million hectares of permanent cropland, and 13 million
hectares of meadow and pasture. The other major cash
crops include cotton, rubber, bananas, and pineapples.
The principal subsistence crops are maize, yams, cassava,
plantains, and, increasingly, rice, as demand continues to
outstrip local production of rice. In 1996, it was estimated
that there were 1.28 million cattle, 1.31 million sheep,
1.0 million goats, 290,000 pigs, and 27 million chickens.

With about two-thirds of the total export earnings
provided by the sale of coffee and cocoa, which are both
highly vulnerable to fluctuations in international prices,
the government has sought to diversify agricultural pro-
duction. Since the 1960s, Cote d’Ivoire has become a ma-
jor producer of palm oil, and local processing of palm
products has developed. Cotton production has done par-
ticularly well in recent decades, enabling Cote d’Ivoire
to compete—alongside Sudan, Mali, and Benin—for the
position of Africa’s second largest producer of cotton af-
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ter Egypt. Most of the cotton is processed locally in 8
ginning complexes both for export (some 80 percent of
total production) and the local textile industry.

The rubber industry has also shown growth since the
mid-1980s with output increasing by more than 50 per-
cent between 1990 and 1994 in response to government
plans for Cote d’Ivoire to become Africa’s leading rub-
ber producer. Cote d’Ivoire is also a significant producer
of pineapples and bananas with exports mostly directed
to European markets.

In recent years, the government has stressed the
need to increase output of basic food crops such as rice
in which Cote d’Ivoire is not self-sufficient. A defi-
ciency in the sugar supply and the need to save foreign
exchange on sugar imports led the government to initi-
ate a sugar program in the 1970s. By the 1980s, the 2
schemes could supply most of internal demand, then es-
timated at 80,000 metric tons a year, but production costs
were twice the world price, leading to cancellation of
further sugar projects.

Livestock is not a significant sector, comprising
mostly small herds, which can supply only about one-
third of the nation’s demand for livestock products. On
the other hand, fishing is a significant activity, and
Abidjan is the largest tuna-fishing port in Africa with
an annual catch of more then 90,000 metric tons. How-
ever, most of this catch is by foreign vessels, and the
only benefits to Cote d’Ivoire are the license fees. Ivo-
rian participation in this sector is still low, with the do-
mestic fishing fleet numbering only 38 vessels and most
traditional fishing being undertaken by non-Ivorians.
Domestic production meets only about 40 percent of lo-
cal demand.

Forestry has always been a significant source of ex-
port revenue, from both logs and sawn timber. Boosted
by enhanced price competitiveness since 1994, timber has
displaced both coffee and petroleum products as the
country’s second highest earner of foreign exchange earn-
ings, after cocoa. Most of the production is carried out
by large integrated foreign-owned firms. The area of ex-
ploitable timber has fallen to only about 1 million
hectares in 1987 compared with some 15.6 million
hectares in 1960 because of logging and the encroach-
ment of agriculture into forest areas. Progress in refor-
estation has been disappointing, and the government is
committed to a ban on exports of timber once the coun-
try’s foreign payments position has improved.

The main current environmental issue is deforesta-
tion. Some 94 percent of the country’s forests—once the
largest in West Africa—have been cleared by the timber
industry since independence. Water pollution from
sewage, industrial plants, and agricultural effluents is also
causing concern.
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INDUSTRY

Industry includes agricultural processing, mining,
manufacturing, construction, and power. It comprises
mostly foodstuffs, beverages, wood products, oil refin-
ing, automobile assembly, textiles, fertilizer, construction
materials, mining, and electricity. It contributed an esti-
mated 18 percent of the GDP in 1998 and employed about
12 percent of the labor force in 1994.

MINING. Mining contributed only an estimated 0.3 per-
cent of the GDP in 1998. This sub-sector’s contribution,
however, is expected to increase considerably following
commencement in the mid-1990s of commercial ex-
ploitation of important offshore reserves of petroleum
and natural gas. Gold and diamonds are also produced,
although the illicit production of the latter has greatly ex-
ceeded formal commercial output. There is believed to
be a significant potential for the development of nickel
deposits, and there are also notable reserves of man-
ganese, iron-ore, and bauxite.

MANUFACTURING. The manufacturing sub-sector con-
tributed about 14.6 percent of the GDP in 1998. It is
dominated by agro-industrial activities such as process-
ing of cocoa, coffee, cotton, palm kernels, pineapples,
and fish. Crude petroleum is refined at Abidjan while the
tobacco industry uses mostly imported tobacco leaf. In
1998 almost two-thirds of Cote d’Ivoire’s electricity was
derived from thermal sources while the rest was from
hydro-generation. Through exploitation of natural gas re-
serves, the country is expected to generate sufficient en-
ergy for its own requirements by 2000 and for regional
export thereafter. Imports of petroleum products includ-
ing crude oil accounted for 14.9 percent of the total value
of imports in 1998.

Manufacturing output expanded in real terms at an
average rate of 8.9 percent per year between 1965 and
1974, easing to 5.4 percent per year in the following
decade after the main industrial opportunities had been
exploited. However, this sector continues to be sustained
by the high rate of growth in domestic demand, arising
mainly from the rapid increase in the country’s popula-
tion and the boost in competitiveness to domestic indus-
try resulting from the 1994 devaluation of the CFA franc.
Between 1990 and 1998, industrial GDP increased by an
average of 5.1 percent per year, while the industrial pro-
duction growth rate was estimated to be about 15 percent
in 1998.

SERVICES

A major economic feature of the 1990s has been the
expansion of the services sector. It contributed about 50
percent of the GDP in 1998 and employed about 37 per-
cent of the labor force in 1994. The transformation of
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Abidjan’s stock market into a regional exchange for the
member states of the Union Economique et Monetaire
Oecust-Africaine (UEMOA) together with the hosting of
the headquarters of the Africa Development Bank is ex-
pected to enhance the city’s status as a center of finan-
cial services.

Emphasis was also placed on the revival of tourism
as a major source of foreign exchange. Tourism devel-
oped strongly in the 1970s with a newly created ministry
stimulating diversification both in location (away from
the Abidjan area) and in type of visitors (aside from busi-
ness travelers) who previously accounted for almost two-
thirds of arrivals. Special tax incentives and guarantees
were offered for hotel construction, and by 1984 the num-
ber of hotels was 452, about 5 times the 1972 level. The
number of tourists increased from 93,000 in 1974 to
198,900 in 1979 with business visitors accounting for 40
percent of arrivals. Since then, visitor arrivals have fluc-
tuated in the range of 200,000-290,000 per year, broadly
reflecting trends in tourism. The government’s target is
for 500,000 arrivals by 2000.

Abidjan is also central to regional communications
and trade. The service sector’s contribution to the GDP
increased at an average rate of 3.5 percent per year from
1990 to 1998.

INTERNATIONAL TRADE

Cote d’Ivoire had very rapid economic growth be-
tween 1950 and 1975, with fewer problems with the bal-
ance of payments than most African countries. Exports
increased at a faster rate than the GNP and they remain
the main factor contributing to economic growth in the
new millennium. Céte d’Ivoire’s balance of trade has al-
ways been in surplus because of the strength of its ex-
ports, which have largely been determined by the level
of earnings from sales of coffee and cocoa. In recent
years, the surplus has also been boosted by the 1994 de-
valuation of the CFA franc, affecting both cocoa and tim-
ber exports, although increases in export earnings from

Trade (expressed in billions of US$): Cote d’lvoire

Exports Imports
1975 1.181 1127
1980 3.135 2.967
1985 3.198 1.749
1990 3.072 2.098
1995 3.645 2.945
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.
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logs and sawn wood have been limited owing to the im-
pending exhaustion of the country’s forestry resources.
Other exports that have responded favorably to the cur-
rency adjustment are canned fish, natural rubber, ba-
nanas, and other fruits. The CIA World Factbook esti-
mated the country’s exports to be US$3.8 billion in 2000.

Despite the government’s wish to diversify the direc-
tion of trade, the existing pattern reflects Cote d’Ivoire’s
historical ties with European colonial powers. In 1998, the
EU absorbed an estimated 58 percent of all its trade, with
France accounting for 21 percent. Trade with African
countries is increasing and represented 28 percent of total
trade in 1998, and the government is eager to promote
closer trade links with the 8-member Francophone Union
(UEMOA), of which Coéte d’Ivoire is a member. UEMOA
countries are in the process of reducing import duties on
their goods, and the government hopes that West Africa
will provide a market for 50 percent of total exports early
in the 21st century. Meanwhile, exports to Asia continue
to increase, reaching 15 percent of total exports in 1998.
The CIA World Factbook estimated Cote d’Ivoire major
export partners to be France (15 percent), United States (8
percent), Netherlands (7 percent), and Germany and Italy
(both at 6 percent) in 1999.

Imports are mainly food, manufactured consumer
goods, heavy machinery, transport equipment, and fuel.
In 2000, the total value of imports was estimated to be
US$2.5 billion. Imports are sourced from France (26 per-
cent), Nigeria (10 percent), China (7 percent), Italy (5
percent), and Germany (4 percent).

MONEY

The unit of account is the West African CFA franc.
There are no restrictions on the import of local currency.
Monetary policy in Cote d’Ivoire is set by the regional
central bank, the Central Bank of West African States
(BCEAO). The Bank aims to conduct a prudent policy

Exchange rates: Cdte d’lvoire

Communauté Financiére Africaine francs (CFA Fr) per US$1

Jan 2001 699.21
2000 711.98
1999 615.70
1998 589.95
1997 583.67
1996 511.55

Note: From January 1, 1999, the CFA Fr is pegged to the euro at a rate of
655.957 CFA Fr per euro.

SOURCE: CIA World Factbook 2001 [ONLINE].

GDP per Capita (US$)

Country 1996 1997 1998 1999 2000
Céte d'lvoire 4,300 1,700 1,680 1,600 1,600
United States 28,600 30,200 31,500 33,900 36,200
Nigeria 1,380 N/A 960 970 950
Ghana 1,530 2,000 1,800 1,900 1,900

Note: Data are estimates.

SOURCE: Handbook of the Nations, 17th, 18th, 19th and 20th
editions for 1996, 1997, 1998 and 1999 data; CIA World
Factbook 2001 [Online] for 2000 data.

consistent with the fixed exchange rate to the French
franc, which since January 1999 has implied a fixed ex-
change rate to the euro, the new common currency of the
European Union. In January 2000 the exchange rate was
647CFA Fr = US$1, a depreciation in the value of the
CFA franc of 23 percent from 499CFA Fr=US$1 in 1995.

The BCEAO controls monetary policy in the Cote
d’Ivoire, and a cautious rate of increase in the money sup-
ply has kept the inflation rate low in since 1995. In 1999
inflation was estimated at 0.8 percent a year.

POVERTY AND WEALTH

In 1998, it was estimated that 17.5 percent of the
population lived below the dollar-a-day poverty line (this
line is based on the income required to provide the ab-
solute minimum nutrition, clothing, and shelter). It means
that 24 percent of the children under 5 years of age are
malnourished (the figure is 1 percent in the United
States), and life expectancy is 47 years (in the United
States it is 77 years). However, poverty levels are
markedly better in Cdte d’Ivoire than nearby Senegal,
which has almost exactly the same level of average in-
come per head but has 34 percent below the dollar-a-day

Distribution of Income or Consumption by Percentage
Share: Cdte d’lvoire

Lowest 10% 341
Lowest 20% 71
Second 20% 11.2
Third 20% 15.6
Fourth 20% 21.9
Highest 20% 443
Highest 10% 28.8

Survey year: 1995

Note: This information refers to expenditure shares by percentiles of the
population and is ranked by per capita expenditure.

SOURCE: 2000 World Development Indicators [CD-ROM].
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Household Consumption in PPP Terms

Data represent percentage of consumption in PPP terms.
2Excludes energy used for transport.
®Includes government and private expenditures.

SOURCE: World Bank. World Development Indicators 2000.

Country All food Clothing and footwear Fuel and power® Health care® Education® Transport & Communications Other
Cote d’lvoire 30 7 4 1 18 8 32
United States 13 9 9 4 6 8 51
Nigeria 51 5 31 2 8 2 2
Ghana N/A N/A N/A N/A N/A N/A N/A

poverty line. Almost all those in poverty are in the rural
areas, relying on small-scale agriculture for their liveli-
hoods, and suffering because of poor land, inadequate
rainfall, and not enough income to purchase good seeds,
fertilizer, or farm machinery.

The GDP per capita was at US$1,730 in 1998, rel-
atively high for the region. Nevertheless, this placed Cote
d’Ivoire in the low-income category of countries and is
put in perspective by the US$29,340 level of the GDP
per head for the United States. As with most developing
countries, there is considerable income inequality, with
the poorest 10 percent of the country’s population shar-
ing only 2.8 percent of the country’s household income
while the share for the richest 10 percent is 28.5 percent.

The UN’s Human Development Index (HDI), which
attempts to measure the quality of life on the basis of real
GDP per head, the adult literacy rate, and life expectancy
at birth, placed Cdote d’Ivoire at 154 out of 174 countries
in 1999, firmly in the low human development category.

WORKING CONDITIONS

The workforce in 1998 was estimated at 6 million,
of which 33 percent were women. Of children aged 10
to 14, about 20 percent were engaged in full-time work.
There are no official unemployment figures for Cote
d’Ivoire, but unemployment figures have little signifi-
cance in a low-income African economy. There are very
few with no work at all. There are no unemployment ben-
efits, and those who do not work rely on support from
charities or their families. Many people would like a mod-
ern sector job, but eke out an existence on family farms
or in casual informal sector activities (such as hawking,
portering, and scavenging) in the urban areas.

The National Union of Cote d’Ivoire was formed in
1959 but was replaced in 1962 by the General Union of
Cote d’Ivoire Workers (Union Generale des Travailleurs
de Cdte d’Ivoire), controlled by the PDCI. In mid-1980s,
it had some 190 affiliated unions and 100,000 members.
A labor inspection service supervises conditions under

Worldmark Encyclopedia of National Economies

which foreign workers are employed. The greater pros-
perity of Cote d’Ivoire has led to considerable migrations
of workers from Mali and Burkina Faso, many of them
illegal workers, and the inspection service tries to pre-
vent them from being unfairly exploited by employers.

Labor legislation is still based on the French overseas
labor code of 1952 which provides for collective agree-
ments between employees and trade unions, the fixing of
basic minimum wages by the government, and a 40-hour
week for all except agricultural workers for whom longer
working hours are permitted. The average annual wage was
estimated by the IMF to be US$4,545 in 1999, up from
about US$4,200 in 1993 with government employees earn-
ing on average better than those in the private sector. Leg-
islation also provides wage earners with paid annual leave
and children’s allowances. The government has the power
to impress persons into public service for up to 2 years.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1893. Cote d’Ivoire becomes a French colony.

1944. Felix Houphouet-Boigny founds Syndicat Agri-
cole Africain (SAA) to protest the colonial authorities’
preferential treatment of French planters in the recruit-
ment of farm labor.

1960. Republic of Ivory Coast is proclaimed with Fe-
lix Houphouet-Boigny elected president. A new consti-
tution is adopted.

1963. A plot against the government is uncovered, and
hundreds are arrested, including members of the Na-
tional Assembly and cabinet ministers.

1969. Street clashes between Ivorians and immigrant
workers are followed by student demonstrations. Diplo-
matic relations with the Soviet Union are broken.

1970. The government restricts immigration of for-
eign workers and suppresses a group of Bete rebels led
by Gnabe Opadjele.
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1973. A coup attempt by 12 army officers is foiled.

1990. Opposition parties are legalized. First multiparty
elections are held. Houphouet-Boigny is re-elected
president.

1993. Felix Houphouet-Boigny, Cote d’Ivoire’s presi-
dent since independence in 1960, dies in December.
Henry Konan Bedie, president of the National Assem-
bly, succeeds him.

1994. The CFA franc is devalued in January by 50
percent, preparing ground for further economic reforms
and a sustained period of economic growth.

1995. In October, Konan Bedie wins 95 percent of the
vote in the presidential elections in the face of a wide-
spread opposition boycott.

1998. The constitution is amended in August strength-
ening the powers of the president and barring Ouattara
from standing in the 2000 presidential election.

1999. Bedie is ousted in a coup, and a military gov-
ernment under General Robert Guei is installed.

2000. The presidential elections between General Guei
and Laurent Ggagbo of the FPI occurs. After an at-
tempt by Guei to announce himself elected, Gbagbo is
declared president.

FUTURE TRENDS

There is no question but that the 1999 coup was a
severe setback to the image of Cote d’Ivoire as a secure
and stable civilian-led country where the rule of law was
respected and the business environment was encourag-
ing for domestic and foreign investment alike. It is for-
tunate that the matter was speedily settled, but the sub-
sequent elections were resolved only by civilian
demonstrations and international pressure. A major task
for the new government is to reestablish the strength of
democratic procedures and ensure the support of the
armed forces.
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The strong rebound in Céte d’Ivoire’s economic per-
formance following the 1994 devaluation permitted sus-
tained improvement in per capita incomes after several
years of decline. This performance was marked by a re-
turn to low inflation and a sizeable reduction in external
debt, as well as the substantial progress with the extensive
economic reform program. However, growth was expected
to slow down in 2000 because of the country’s difficulty
in meeting the conditions of international donors, contin-
ued low prices of key exports, and post-coup uncertainty.

The authorities recognize that the private sector is
the engine of growth and employment and seem inclined
to strengthen the climate for private sector activity
through continued enterprise reform. If the governance
issues can be addressed and the management of the pub-
lic sector improved, Cdte d’Ivoire should be able to re-
alize its growth potential and bring about a sustained re-
duction in poverty.

DEPENDENCIES

Cote d’Ivoire has no territories or colonies.
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CAPITAL: Djibouti.

MONETARY UNIT: Djiboutian franc (Dfr). One
Djiboutian franc equals 100 centimes. There are
notes of 1,000, 5,000, and 10,000 francs and coins
of 10, 20, 50, 100, and 500 francs. Since 1973 the
Djiboutian franc has been tied to the U.S. dollar at
a rate of Dfr177.72:US$1.

CHIEF EXPORTS: Reexports, hides and skins, and
coffee (in transit).

CHIEF IMPORTS: Foods, beverages, transport
equipment, chemicals, and petroleum products.
GROSS DOMESTIC PRODUCT: US$574 million
(purchasing power parity, 2000 est.).

BALANCE OF TRADE: Exports: US$260 million
(1999 est.). Imports: US$440 million (1999 est.).

COUNTRY OVERVIEW

LOCATION AND SIZE. Djibouti is situated in the Horn
of Africa, at the southern entrance to the Red Sea, bor-
dering the Gulf of Aden. To the north lies Eritrea with a
shared border of 113 kilometers (70 miles); to the north,
west, and southwest lies Ethiopia, with a border length of
337 kilometers (209 miles); and to the southeast lies So-
malia, with a border length of 58 kilometers (36 miles).
Djibouti has a land area of 23,000 square kilometers
(8,880 square miles), making it slightly smaller than the
U.S. state of Massachusetts. It has 314 kilometers (195
miles) of coastline. The city of Djibouti, located on the
coast, is the nation’s capital and only major urban center.

POPULATION. The U.S. Central Intelligence Agency es-
timated the population of Djibouti at 460,000 in July 2001,
though the accuracy of this figure is uncertain. The un-
certainty arises because there are an unknown number of
expatriates and refugees, and sensitivity over the ethnic
composition of Djibouti makes the government unwilling
to produce definitive figures. The population is comprised
of 2 main ethnic groups. The Somali are estimated as 60
percent of the population, and the Afar are estimated at 35
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DJIBOUTI

Republic of Djibouti
République de Djibouti
Jumhouriyya Djibouti

percent. The remaining 5 percent are mostly French, Arabs,
Ethiopians, and Italians. Both the Somali and the Afar are
Muslim groups and speak related Cushitic languages.
French and Arabic are the official languages. There is an
Arab minority population that numbers 12,000 and is
mostly people of Yemeni descent. The European popula-
tion in Djibouti (including French troops) was estimated
at 8,000 in 1997. The Somalis are divided into clans, of
which the Issa, Gadburs, and Issags are the largest.

The population was estimated to be growing at a rate
of 2.6 percent per year in 2001, with 43 percent of the
population less than 15 years of age. In the 1980s a sur-
vey showed that 75 percent of the population were urban
(with around half living in the capital), and the rest pri-
marily lived nomadic lives. The urban population has in-
creased significantly in recent years as people have fled
from the civil war in the north, the Eritrea-Ethiopia bor-
der clash, and the conflicts in Somalia.

OVERVIEW OF ECONOMY

Djibouti is a small country both in terms of geo-
graphical size and population, with an economy that de-
pends on the provision of port services for goods in tran-
sit to and from Ethiopia. The only other links between
the coast and Ethiopia pass through Eritrea. However,
since the start of the border dispute and the subsequent
war between Ethiopia and Eritrea that took place from
1988 to 2000, Ethiopia has not been inclined to use the
Eritrean routes. Thus Ethiopian use of Djibouti’s port fa-
cilities has expanded.

The structure of the economy has not changed much
since Djibouti achieved independence from France in 1977.
The economy is mostly based on services, and this sector
accounted for 75 percent of gross domestic product (GDP)
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in 1998. The significance of the service sector is connected
to the country’s strategic location and its free trade status
in Northeast Africa. The primary components of the sector
are the port and railway service, the civil service, and the
French garrison stationed in Djibouti. Public administration
is the largest sector in the economy. Djibouti has no sig-
nificant mineral resources, and farming is constrained by
the poor quality of the land and limited water availability.

Uncertainty over the size of the population makes
estimates for per capita gross national product (GNP)
rather tentative, but using the exchange rate conversion
the figure is approximated at US$750. The United Na-
tions (UN) provides a figure using purchasing power
parity conversion (which makes allowances for the low
price of some basic commodities in Djibouti) of $1,300
in per capita GDP in 2000. Both of these estimates place
Djibouti in the low-income category of nations.

After modest growth enjoyed during Djibouti’s first
decade of independence, poor planning and reduced for-
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eign assistance led to GDP growth that averaged only 1
percent per year from 1989 to 1991. Growth became neg-
ative following the outbreak of civil war (1991-94),
which was instigated by dissidents from the minority Afar
group. Informal sector activities, which evade both tax
and customs, flourished in the mid-1990s, resulting in the
apparent 5.5 percent per year decrease in the GDP from
1991 to 1994 as reported by the UN Development Pro-
gram. Since 1992 the port has registered a fall in the
number of imports for domestic use, leading to the clo-
sure of many outlets. The reduced use of the French gar-
rison since 1999 will also decrease growth, though the
increased provision of services for the transit trade with
Ethiopia due to its war with Eritrea is expected to pro-
vide some compensation.

In the 1980s attempts to improve infrastructure and
reduce structural problems in the economy had little im-
pact. A program for the decentralization of the economy,
the development of free trade zones, and agricultural and
livestock programs all depended on foreign aid, which was
terminated in 1991 following the outbreak of the civil con-
flict. In 1992 the depth of the crisis led to the suspension
of government investment which resulted in the crumbling
of infrastructure, most notably of electric power.

Djibouti has had a stable government since indepen-
dence under the ruling People’s Progress Assembly (RPP),
namely the presidencies of Hassan Gouled and his suc-
cessor Ismael Gouleh. Nonetheless, government policy
since 1991 has consisted of a series of short-term responses
to both external donor pressure (particularly from France)
and internal demands (especially during the civil war). The
government controls the major sectors of the economy—
the port facilities, railway, and utilities—but there are cur-
rently plans for privatization of these enterprises.

In the period from 1991 to 1994, the civil war upset
an already limited tax base, and budget controls disap-
peared as income dwindled. Expenditures rose, causing
major deficits—although the extent was hidden by irreg-
ular accounting—and the government built up debts in
salary arrears with private creditors.

In 1996 proposed budget cuts caused a general strike
and civil unrest, which led to a policy reversal. A more
comprehensive package was then drafted in 1996 with
the International Monetary Fund (IMF), World Bank, and
French help. This culminated in an IMF US$6.2 million
standby credit, which started in April 1996, and the re-
sumption of limited French budget assistance. A donor
conference in 1997 secured limited funds for reforms, es-
pecially for the demobilization of the army after the civil
war, which had been the single biggest cause of the bud-
get deficit in recent years.

In the period from 1999 to 2000, the government
launched plans for the privatization of all the major util-
ities (including water, electricity, post, railway, telecom-
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munications, and port facilities). The government also
hopes to attract private capital in free-trade zone projects.

POLITICS, GOVERNMENT,
AND TAXATION

The French first took control of the small coastal set-
tlement of Obock in 1859. The completion of the Franco-
Ethiopian railway in 1917 established the town of Dji-
bouti and began a period of economic growth as the port
facilities were developed. Djibouti was known as French
Somaliland until 1967 when it was renamed the French
Territory of the Afars and the Issas; it became Djibouti
at independence in 1977.

Ethnic tension between the Afars and Somali has al-
ways been high. In 1967 the people of Djibouti voted in
a referendum to maintain an association with France, de-
spite claims of expulsions of pro-Somali politicians and
vote rigging favoring the Afars in the first election su-
pervised by the French. Growing pressure from the Or-
ganization for African Unity (OAU) led to the peaceful
progression towards independence in 1977, and Hassan
Gouled (an Issa) became the first president. Within one
month, Somalia and Ethiopia began the Ogaden war,
which had severe economic effects for Djibouti since the
fighting, ranging over the rail link between Ethiopia and
Djibouti, closed rail links to Addis Ababa, Ethiopia, for
a year and cut port traffic.

Despite the resignation of 5 Afar members from the
cabinet in 1977, the president managed to contain ethnic
strife for most of the 1980s. Political stability was main-
tained through patronage dispensed through the RPP, the
sole political party. Despite winning the elections in 1982
and 1987, the government became extremely unpopular
in the late 1980s, and there were calls for a multiparty
political system. The government’s suppression of Afar
civil unrest in Djibouti caused an insurgency in the north.

The Afar rebellion, led by former Prime Minister
Ahmed Dini, spread rapidly, and 3 rebel groups came to-
gether to form the Front for the Restoration of Unity and
Democracy (FRUD). However, the government was able
to deflect French pressure for compromise, and with Arab
funding regained control of the north, defeating the in-
surgents. The government signed a cosmetic peace ac-
cord with the minority group of the now divided rebels
in 1994 and gave 2 of its leaders cabinet posts. The pres-
idential adviser Ismail Omar Guelleh consolidated his po-
sition during president Gouled’s long illness and became
president himself in the 1999 election. The change of
president is not expected to lead to a change in policy,
as Guelleh headed the cabinet for 20 years and has proved
ruthless in dealing with opposition. Guelleh has retained
most of the previous cabinet, but power essentially lies
with him and his personal advisers.
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The constitution is largely French in structure, and
provides for universal suffrage. The president is elected
for a 6-year term and the members of the 65-member
Chamber of Deputies for 5-year terms. At the height of the
civil war in 1992, a constitution endorsed by a referendum
brought in a multiparty system, though it only recognized
4 political parties. However, formal government institu-
tions have been severely disrupted since 1991. The judi-
cial system has been undermined by political pressure, and
most actual power resides in the hands of the security ser-
vices, which are under the direct control of the president.

The 2 opposition parties are divided and—despite
large support—the Party for Democratic Renewal (PRD)
and the National Democratic Party (PND) failed to gain
any seats in the 1992 or the 1997 elections, mainly due
to infighting. In the 1999 presidential election they pre-
sented a united candidate, Moussa Ahmed Idriss, who
gained a quarter of the votes in a 15 percent voter turnout.

Internationally, Djibouti has remained politically
non-aligned, though it has been watchful of its larger
neighbors and has been active in promoting the regional
developmental organization, the Intergovernmental Au-
thority on Development (IGAD).

The border dispute in 1998 between Ethiopia and Er-
itrea brought economic benefit to Djibouti, since most in-
ternational trade with Ethiopia then had to come through
Djibouti’s ports. This situation strengthened Djibouti’s
trade ties with Ethiopia, which have remained strong af-
ter the cessation of the border dispute. Djibouti broke off
diplomatic links with Eritrea and forged solid links with
the ruling Ethiopian party in 1998.

Unrest in neighboring Somalia, which began in 1991,
could have been destabilizing for Djibouti, but the es-
tablishment of the stable, but unrecognized, Somaliland
Republic adjacent to the border has limited the impact.
French military presence in the form of a naval base has
protected Djibouti from international threats both before
and after independence, although French presence is cur-
rently being scaled down. Despite having an Arab mi-
nority, Djibouti declares itself an Arab state and plays an
active role in the Arab League.

Djibouti succeeded in raising 31 percent of the GDP
as government revenue in 1997. About 19 percent of this
money was raised by income taxes on individuals and
corporations, 20 percent from other direct taxes (mostly
property taxes), 46 percent by indirect taxes (mostly cus-
toms duties), and 15 percent came from license fees and
property sales. Grants received from abroad (mostly from
France) are about 3 percent of GDP. Administration made
up 41 percent of government recurrent expenditure, 28
percent was spent on defense, education accounted for
12 percent, transfers were 10 percent, 5 percent was spent
on health care, and subsidies to state-owned enterprises
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was 4 percent. Government capital expenditure was about
5 percent of the GDP. Defense spending in 1997 was
about twice its normal level as a result of demobilization
payments made to reduce the size of the defense forces
at the conclusion of the civil war.

INFRASTRUCTURE, POWER,
AND COMMUNICATIONS

Transport in Djibouti is geared towards international
trade, with local transport being only of secondary con-
cern. The port facilities are central to the economy. Dji-
bouti’s use as a naval base by French, British, Italian, and
U.S. fleets that operate in the Gulf may be lucrative but
is not a basis for growth. Improved port efficiency was
needed for the 1998 increase in Ethiopian trade, with traf-
fic up 333 percent to 1.2 million metric tons. Only 10
percent of the 2,800 kilometers (1,740 miles) of roads in
Djibouti are paved, and the railway, jointly owned with
Ethiopia, is in desperate need of an overhaul.

The capital of Djibouti houses the nation’s only in-
ternational airport, which is serviced by Air France,
Ethiopian Airlines, and Yemenia. Several small compa-
nies fly to Somalia. Djibouti Air was relaunched in 1997
with private investment and flies to Ethiopia, Yemen,
Saudi Arabia, and the United Arab Emirates.

The international telephone exchange has a radio link
with Saudi Arabia and Yemen, 2 earth satellite stations,
and a submarine fiber optic link to Sri Lanka and Europe.
Domestic and international telephone exchanges are be-
ing restructured to attract foreign investment. There
were 8,000 telephone main lines in use in 1997. The
country’s international telecommunications company of-
fers a range of Internet services. In 1992 Japan provided
a TV studio for Djibouti. The only newspaper printed in
Djibouti is state-owned.

Energy resources are very limited. The population
has no access to trees for wood fuel and must import char-
coal and all petroleum products. The Boualos diesel elec-
tricity generator is in urgent need of repair, and power
cuts are frequent. In 1999 the country produced a total
of just 180 million kilowatt hours (kWh) of electricity,
100 percent of which was generated from fossil fuels.

ECONOMIC SECTORS

Agriculture, though it engaged 75 percent of the
working population in 1991, provides very low incomes
and generated only 3 percent of the GDP in 1998. In-
dustry contributed some 22 percent of the GDP in 1998
and engaged 11 percent of the working population in
1991. The largest sector by far in terms of contribution
to the GDP is the services sector, which accounted for
75 percent of the GDP in 1998 and engaged 14 percent
of population in 1991. The services sector is strongly de-
pendent on the reexporting of goods.

AGRICULTURE

Official figures suggest that 75 percent of employ-
ment was in agriculture in 1991 and that the sector pro-

GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Djibouti N/A N/A N/A N/A 742
United States 19,364 21,529 23,200 25,363 29,683
Egypt 516 731 890 971 1,146
Eritrea N/A N/A N/A N/A 175
SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.

Communications

Internet

?Data is for 1997 unless otherwise noted.
°Data is for 1998 unless otherwise noted.
“Data is for 2000 unless otherwise noted.

SOURCE: CIA World Factbook 2001 [Online].

Telephones, Radio Service Internet
Country Telephones® Mobile/Cellular® Stations® Radios® TV Stations® Televisions? Providers® Users®
Djibouti 8,000 203 AM 2; FM 2; 52,000 1(1998) 28,000 1 1,000
shortwave 0
United States 194 M 69.209 M (1998) AM 4,762; FM 5,542, 575 M 1,500 219 M 7,800 148 M
shortwave 18
Egypt 3,971,500 (1998) 380,000 (1999) AM 42; FM 14; 20.5M 98 (1995) 7.7M 50 300,000
shortwave 3 (1999)
Eritrea 23,578 (2000) N/A AM 2; FM 1; 345,000 1 (2000) 1,000 4 500

shortwave 2 (2000)
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LABOR FORCE-BY OCCUPATION
Services 14%

Agriculture 75%

Industry 11%

TOTAL LABOR FORCE 282,000

SOURCE: CIA World Factbook 2001 [Online]. Percent distribution
for 1991 est.

duced 3 percent of GDP in 1998. These figures are some-
what deceptive in that almost everyone over the age of
10 in the rural areas is considered to be involved in agri-
cultural production, though many of them are not engaged
in such work full time. However, this also indicates that
incomes in agriculture are very much lower than in the
industrial and the service sectors. Given the aridity of the
area, barely 6,000 hectares (14,827 acres) can be farmed
even with irrigation, though only 500 hectares (1,236
acres) are under permanent cultivation. Crop production
is mostly limited to fruit and vegetables. Several market
garden plots have been established and are provided with
water by 50 wells (18 of which were provided by Saudi
Arabia since independence), though many of these wells
have fallen into disrepair.

Livestock has always been more important than
farming in Djibouti, but animal husbandry is highly sus-
ceptible to droughts. Droughts in the 1970s and 1980s
cost some of the nomads their entire herds. The Food and
Agriculture Organization (FAO) estimates the number of
animals in Djibouti at 200,000 cattle, 500,000 sheep,
500,000 goats, and 62,000 camels.

Djibouti has a short coastline, but there is an esti-
mated fish catch of 7,000 to 9,000 metric tons per year.
Most of the catch is caught by large-scale industrial
trawlers, many of which are foreign owned. Only 500
metric tons per year are caught by traditional methods by
approximately 140 small vessels. About two-thirds of the
fish catch is exported, with Djiboutian fish consumption
at 3.5 kilograms (7.7 pounds) per person per year. The
fishing port is being upgraded with African Development
Bank money to try to raise the catch.
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INDUSTRY

No minerals are mined in Djibouti, despite the fact
that perlite (on the Ergelaba plateau), limestone, gypsum
(located at Ali Sabieh), and high magnesium content di-
atomites (present at Lake Assal) have been found by sur-
veys. In 1997, a U.S. company received a license to
prospect for gold, although it is unclear if deposits exist.

Manufacturing is small, providing only 5 percent
of the GDP, with only 13 companies employing more
than 10 people in 1989. The most important producers
in the industrial sector are the water bottling plant, the
dairy plant, the Coca-Cola plant, the flour mill, and the
ice factory. All of them closed during the civil war,
however, and many remain idle. Privatization of para-
statal enterprises is being discussed as part of economic
reforms.

Construction has been depressed by low industrial
activity and by the fact that most people in Djiboutian
towns live in shanty areas, despite some state housing
and donor-funded sanitation schemes. The reconstruction
of the port and the airports will be major projects in the
near future.

SERVICES

The main high-income activities in Djibouti are lo-
cated in the services sector, in port and transportation ser-
vices, government administration, and in providing ser-
vices for the considerable contingent of French troops
and their dependents.

The port and transportation services are, however,
particularly vulnerable to political developments in the
region. The French were aware of the strategic impor-
tance of Djibouti—located at the mouth of the Red Sea
and in a position to control access to the Suez Canal—
when they took possession of the territory in 1859. The
importance of Djibouti to France was enhanced when a
French company constructed the railway from Djibouti
to Addis Ababa, the capital of Ethiopia. Ethiopia is a large
country, both in terms of population and geographical
area, and the railway through Djibouti was for many years
the only practical link Ethiopia had with the coast. When
the Italians occupied Ethiopia in 1935, they constructed
a road from Asab in Eritrea (an Italian colony) to Addis
Ababa, which ended Ethiopia’s near total reliance on the
railway. This road proved to be a sound strategic move
on the part of the Italians since Italy and France found
themselves on opposite sides during World War II. The
existence of the road led to neglect of the railway, and,
in turn, a stagnation of the services provided by the port
and the railway. This slow down was exacerbated by the
paralysis of the Ethiopian economy under the Marx-
ist regime in the 1970s and 1980s. The demand for
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Djibouti’s port services began to recover with the fall of
the Ethiopian Marxist regime in 1991 and the resulting
restoration of economic growth and external trading
links. When Eritrea became independent in 1993,
Ethiopia became landlocked and entirely dependent on
surface transport links through either Djibouti or Eritrea.
The outbreak of the border war between Eritrea and
Ethiopia in 1998 led to a complete reliance of Ethiopia
on Djibouti, and this business has been a big boost for
the Djibouti port and railway sectors. There will un-
doubtedly be some reconciliation between FEritrea and
Ethiopia at some stage in the future, so the task for Dji-
bouti is to establish a level of efficiency in their port and
railway services so that they can be competitive with the
road link through Asab when Ethiopia eventually re-
sumes use of this route.

Likewise, the income generated by the French
troops and their families is dependent on how the French
see their role as a world power and, particularly, the na-
ture of their involvement in Africa. The reduction in
French forces stationed in Djibouti is a reflection of the
reduced emphasis that France is currently placing on its
role in Africa.

Djibouti is effectively a city-state; there is little bank-
ing outside of the capital. A number of banks have been
established in Djibouti, most of which are French-owned
or backed. The central bank is the Banque National de
Djibouti. The formal retail and wholesale sectors are in
private hands, and the role of French companies in the
economy is in decline. Since 1997 there has been an in-
crease in Ethiopian business near the port. The potential
for tourism in Djibouti has not been exploited.

INTERNATIONAL TRADE

Merchandise exports, including reexports, were val-
ued at $260 million in 1999, and merchandise imports,
including goods for reexport, at $440 million. Exclud-
ing the reexport trade, Djibouti exported $16 million of
domestically produced goods and imported $24 million

Trade (expressed in hillions of US$): Djibouti

Exports Imports
1975 .015 140
1980 012 213
1985 014 201
1990 .025 215
1995 N/A N/A
1998 N/A N/A

SOURCE: International Monetary Fund. International Financial
Statistics Yearbook 1999.

of goods for domestic use in 1998. The trade gap is met
by the receipts from the port and transport services sup-
plied by Djibouti and the earnings from the presence of
French troops.

Locally produced merchandise exports are limited
to livestock and hides (21 percent), miscellaneous man-
ufactures (20 percent), and coffee products (11 percent),
with all the other exports (48 percent) not classified ac-
cording to category. The reexports are predominantly
coffee from Ethiopia, fish caught by foreign fishing
fleets, livestock, meat products and hides from Somalia,
and manufactured goods reexported to Ethiopia. The
main destinations of domestically produced exports are
Somalia (53 percent), Yemen (23 percent), and Ethiopia
(5 percent).

Imports for domestic use consist mainly of foods
and beverages (39 percent); machinery, metals, and ve-
hicles (20 percent); fuels (13 percent); and qat (13 per-
cent). Qat is a mild but legal stimulant that is chewed.
Official trade statistics do not reflect the level of the
informal trade with Ethiopia and Somalia, much of
which involves the smuggling of qat. In 1998, the main
sources of imports for domestic use were France (13
percent), Ethiopia (12 percent), Italy (9 percent), Saudi
Arabia (6 percent), the United Kingdom (6 percent),
and Japan (4 percent).

MONEY

The Djiboutian franc has been tied to the U.S. dol-
lar since 1973 at Dfr 177.72:US$1, which allows for con-
siderable stability, although the Djiboutian franc has ex-
perienced a steady climb against the French franc.
Foreign reserves have been steady during the 1990s and
stood at $66 million in 1998. Devaluation of the Dji-
boutian franc seems unlikely in the foreseeable future.
The Banque Nationale de Djibouti, the central bank, con-
trols the money supply through the issue of currency and
regulates the commercial banks.

Exchange rates: Djibouti

Djiboutian francs per US$1

Jan 2001 177.721
2000 177.721
1999 177.721
1998 177.721
1997 177.721
1996 177.721

Note: Djibouti currency has been at a fixed rate since 1973.
SOURCE: CIA World Factbook 2001 [ONLINE].
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GDP per Capita (US$)

Country 1975 1980 1985 1990 1998
Dijibouti N/A N/A N/A N/A 742
United States 19,364 21,529 23,200 25,363 29,683
Egypt 516 731 890 971 1,146
Eritrea N/A N/A N/A N/A 175
SOURCE: United Nations. Human Development Report 2000;
Trends in human development and per capita income.

POVERTY AND WEALTH

Per capita GDP, using the purchasing power parity
conversion, was estimated at $1,300 in 2000. There are
wide disparities between those who are engaged in mod-
ern sector activities in the town of Djibouti and the rest
of the population, which mainly consists of shanty-
dwellers relying on the informal sector, rural farmers, and
nomadic shepherds. Perhaps 80 percent of the people who
rely on agriculture for their livelihood are below the US$1
per day poverty line, meaning that approximately 60 per-
cent of the total population live in poverty. Of an esti-
mated labor force of 282,000 in 2000, formal unem-
ployment stands at 50 percent, although many of the
unemployed are engaged in informal sector activities

In 1987, government statistics indicated that 66 per-
cent of the population were able to read, but in 1995 a
new estimation measured the literacy rate of the popula-
tion over 15 years of age as 46 percent (males 60 per-
cent; females 33 percent). In the period from 1991 to
1992 there were 33,500 pupils, 66 schools, and 707 teach-
ers in primary education. In 1996, the total enrollment at
primary and secondary schools was equivalent to 26 per-
cent of the school-age population. Education is limited
primarily to urban areas, where teacher strikes are fre-
quent. There is no university in Djibouti, and technical
skills are often found lacking.

Life-expectancy estimates are 49 years for males and
53 years for females in 2001. Infant mortality stands at 102
per 1,000, which marks an improvement from the past but
is still a long way from what can be achieved (the U.S.
rate is 7 per 1,000). There is a 600-bed hospital in the cap-
ital and a 60-bed maternity and pediatric hospital in Bal-
bala. There are 6 medical centers and 21 dispensaries cover
the interior of the country. Virtually all medicines can be
obtained, but since they must be imported they are ex-
pensive. The large prostitute population, attracted by the
French troops stationed in Djibouti, leads to a high inci-
dence of sexually transmitted diseases, including HIV.

WORKING CONDITIONS

The labor force in 1991 was estimated at 282,000.
However, 50 percent of the labor force was thought to
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be unemployed in 2000. Of those who had employment,
around 75 percent were engaged in agriculture, almost
entirely on small family farms or in family-based cattle
herding. The largest single employer in the formal sec-
tor is the civil service, with an estimated 10,000 em-
ployees. The rest of the state-owned sector (which in-
cludes the port, railway, posts, telecommunications, and
utilities) employs an estimated 16,000 people. Many peo-
ple seek work in the government sector since it entails
considerable job security, family medical benefits, and a
pension. Forced labor is illegal in Djibouti.

There is a social insurance scheme in Djibouti with
benefits, which depend on whether the worker is employed
in the private sector, the civil service, or the army. Em-
ployees receive benefits in case of accidents at work and
are allocated retirement pensions after the age of 55 years.

Trade unions and workers can be militant, as was
shown in 1996 when proposed budget cuts caused a gen-
eral strike and civil unrest. The government also has of-
ten built up salary arrears that have led to discontent
among the workforce.

COUNTRY HISTORY AND
ECONOMIC DEVELOPMENT

1859. The French first take possession of the coastal
settlement of Obock.

1917. The Franco-Ethiopian railway from Djibouti to
Addis Ababa is completed.

1977. Djibouti becomes independent. Hassan Ghouled
becomes the first president.

1977-1988. The Ogaden War between Somalia and
Ethiopia adversely affects Djibouti’s economy.

1981. Ghouled is returned as president in an uncon-
tested election.

1987. Ghouled is returned as president in an uncon-
tested election.

1991. Civil war with the Afars commences in the
North. The rebel group FRUD is formed.

1992. Multiparty elections under a new constitution re-
turn Ghouled and his RPP party.

1994. A peace accord is signed, ending the 3-year up-
rising by Afar rebels.

1996. Proposed budget cuts cause a general strike and
civil unrest.

1997. Multiparty elections return the FRUD-RPP al-
liance with Ghouled as president.

1998. A border dispute between Ethiopia and Eritrea
leads to an increase in trade through Djibouti.
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1999. The successor to Ghouled, Ismael Guelleh, wins
the presidential election.

FUTURE TRENDS

The key factors for the Ethiopian economy are the
amount of Ethiopian trade passing through the port and
the size of the French garrison. Despite the interim set-
tlement between Ethiopia and FEritrea, almost all of
Ethiopia’s trade still flows through Djibouti, and this sit-
uation is likely to continue for the foreseeable future. Do-
mestic political pressure to maintain employment levels
in the public sector is likely to limit the pace of eco-
nomic reform through privatization, despite IMF pres-
sure. Delegation visits by the IMF have not resolved con-
cerns over the lack of financial transparency and the poor
availability of data, and this will impair the p