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As a result of having | ong del ayed the public’s preparation for the consecration of
his vice president and heir apparent, the next few nmonths will be filled with a
taxi ng schedul e, of politicking and consensus building for President Felix
Houphouet - Boi gny. This will conme to a head at the ruling Parti Denocratique de
Coéte d Ivoire' s eighth congress - due to precede the national elections schedul ed
for Cctober/Novenber. Prior to the congress, historical patterns suggest, there
will be a number of new appointnments to and departures fromthe top posts in the
party hierarchy.
The "weedin " rocess in the rulin art -
- will give clues about the succession as el ections aggroach
In addition to this purge of ineffective or insufficiently mlitant party cadres, and
the integration of younger cadres into prestigious party posts, the PDCl’s highest
body, the Political Bureau, will be busy approving the candi dacies of politica
aspirants for local, national and party offices. The decl ared purpose of this newy
i ntroduced approval process is to safeguardtthe party's norality, by assuring that
of its office holders. Inmportant clues as to the succession of Houphouet-Boi gny are
expected to emerge fromthis process. First, the individual chosen to supervise the
party’s candi date approval systemw ||l give a strong indication of where the
president invests his confidence. Second, once the identity of Houphouet-Boigny’s
vice presidential running mate i s known, an exam nation of the newly appointed
party officials will give an indication of the president’s intentions either to remain
in power, delegate authority to his second_in-command or resign
The strong agricultural recovery -
VWil e the governnent still uses the | anguage of econonmic crisis to convince
Ivorians of the necessity of its tough austerity and structural adjustnent measures,
there is nmounting evidence of the beginnings of an econom c recovery. The
principal cause is the breaking of the drought a year ago and the inpressive
rebound of the agricultural sector in 1984/85 after the setbacks of the previous
two seasons. The cocoa crop has hit a record of sone 500,000 tons, an all tine
record and an increase of alnost 25 per cent on the previous season’s 405, 000
tons. The coffee crop is nmore than three times |arger than the disastrous drought
hit crop of 80,000 tons harvested in 1983/84 and is expected to total sone
270,000 tons. Good results are being recorded for alnpost all other cash crops as
wel | as food crops, although the sugar industry is still in grave financia
difficulties and tinmber production remai ns depressed because of the continuing
slunmp in world demand and lvory Coast’s own need to conserve dw ndling forest
resources. Rubber production is forecast to rise by 17 per cent to 40,000 tons,
while the cotton crop is expected to reach 200,000 tons, 23 per cent up on
1983/ 84.
Conbined with increases in producer prices for the current crop year (up 7.1 per
cent for cocoa, 8.6 per cent for coffee and 15 per cent for cotton seed) that are
slightly ahead of the rate of inflation (estimted at about 6.5 per cent), the
much i nmproved harvests are infusing cash into the rural econony. Wth agriculture
accounting for over a quarter of GDP, the increased rural demand for consuner
goods and agricultural inputs should have inportant ripple effects through the rest
of the econony. Moreover, good rainfall so far this year gives grounds for
optimsmthat 1985/86 crops will do well too.
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- brings a return to nodest real growth -

O her factors are also playing a part in bringing the econony back on to a
positive, if still nodest, real growmh path, after three successive years of rea
decline in 1982-84. The restoration of water levels in the country' s dans has
enabl ed el ectricity production to return to normal after the power shortages of
1983/ 84 - which required the emergency installation of expensive therma

generators at Vridi. Electricity production had fallen by 21 per cent to 824 mm
kwh in the first half of 1984 conmpared with the equival ent period in 1983. Anot her
encouragi ng indicator is the gradual increase in oil production (up 17 per cent to
23,500 b/d in JanuaryeFebruary conpared with a year earlier), although the

country has still not attained self sufficiency (about 30,000 b/d), let alone its
fornmer hopes of becoming an oil exporter. In addition, the country may soon be
able to start exploiting its offshore gas reserves for power generation, if current
tal ks between the governnent and Phillips Petrol eum prove successful. Finally, the
reschedul ing of foreign debt paynments and the successful negotiation of new credit
arrangenents with the London C ub, France, the Wrld Bank and the | M- are

enabl i ng the government to accel erate the repaynent of debt arrears totalling sone
CFAfr60-70 bn to donestic creditors, thereby inproving the Iiquidity position of
donesti c conpani es.

Set against all this, of course, is the deflationary inpact of the government’s
attenpts to cut back public sector expenditure. For the second year in succession
the recurrent budget has been trimed even in nomnal ternms, by 2.5 per cent to
CFAfr418.1 bn. Expenditure on personnel has been cut, with one of the nost

not abl e steps being. a large reduction in the nunber of expensive French coogerants
working in the public sector. Another nove has been the politically very bold
decision to cut the salaries of parastatal enployees (sonetimes by up to 60 per
cent) to bring theminto line with salary levels in the civil service. The

i nvest nent budget has al so been sharply reduced, although direct conparison wth

| ast year’s investnent allocations does not tell the full story, partly because the
latter were not fully inplemented, but al so because this year (for the first tinmne)
potential transfers fromthe conmodity board Caistab were not factored into the
cal cul ati on of resources available for state investnent. Now, w th new externa
credits becom ng avail able and Cai stab resources boosted by the agricultura
recovery, the governnent has let it be known that the investnent budget is to be
revi sed upwards - from CFAfr87.6 bn to CFAfrl SO bn, although this is still 38 per
cent below the expenditure allocation nade for investrment in the 1984 budget.

On balance, it is anticipated that theideflationary consequences of the continuing
cuts in government and parastatal expenditure, which are danpeni ng urban

consunmer demand and badly hitting the construction industry, will be slightly
out wei ghed by the strong agricultural recovery and the other favourable

devel opnents outlined above. A real growh rate of about 1.5 per cent should be
achi eved, barring a sudden new clinmatic setback or sonme other unforeseen

exogenous shock

- whil e balance of Qaynents Q osgects ingrove too

On the external paynments front, meanwhile, there is every reason to believe that
this year’'s current account deficit will be considerably reduced - perhaps to $175
m conpared with | ast year’s estimated $403 mm. The principal reason for this is
that the trade surplus will show another |arge increase. The net outfl ow of
transfers should decline, due to the fall in the nunber of French coogerants in the
country, while the net invisibles deficit may benefit marginally fromthe
reschedul ing of sone interest paynents (in the inmpending new agreenent with the
Paris Club) but will otherw se be increased by hi gher shipping costs and hi gher
interest rates (affecting the 52 per cent of foreign debt subject to variable
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interest rates). The increase in the trade surplus, to a projected $1,225 m
(conpared with an estinmated $980 m in 1984 and an actual $638 mm in 1983) on

a fob/fob bal ance of paynents basis, will cone both fromincreased exports and
fromdecreased inports (in dollar terns), though the latter will not be true in
CFA franc ternms. Al though inmport demand will be boosted sonmewhat by increased

rural prosperity, this will be nore than offset by the repercussions of governnent
austerity, the falls in both energy and food inports (which the drought had swol |l en
in the early part of 1984) and exchange rate movenents, which will reduce the
dol l ar cost of nobst inports - especially those from France, which still accounts
for about one third of all the country's inports. Overall, -in dollar terns, the EIU
expects inports to fall froman estimted $1,400 mm in 1984 to $1,300 M in

1985. On the export side, coffee earnings will not rise, despite the recovery in
producti on, because of the constraints of the |ICC quota system The slight fall in
cof fee prices, now hovering only a little above the $1.30/Ib trigger in the 1COs
15 day indicator price for another 1 mm bag reduction in the global 1CO export
guota, suggests that export revenue will actually drop slightly, fromlast year’s
$474.6 m to around $430 mm. However, this will be nore than compensated by

the |l arge expected increase in cocoa bean exports (up froman estimated $565 mm

in 1984 to a forecast $620 mm, and increases in sone other exports. The increase
in cocoa revenue will be a consequence of the large rise in shipnments, outweighing
the small fall in unit values due to a return to world surplus this year. Overall,
exports are expected to rise in dollar ternms to $2,525 mm, conpared with an
estimated $2,380 mmin 1984 and an actual $2,152 mm in 1983.

On capital account, noreover, the country will benefit fromthe rescheduling of
principal repaynents - 90 per cent of the principal that had been due for

repaynment to London Club creditors this year (about $250 mm and probably all the
principal owing to Paris Club bilateral creditors - as these governnents, which are
about to begin negotiations with Abidjan, are conscious of the need not to

j eopardi se lvory Coast’s recovery efforts and are therefore expected to be at | east
as forthcoming as they were in 1984. In addition, new credit has been nade
avai |l abl e by the London C ub (CFAerO bn), France’s CCCE has promi sed to

increase its credits fromtheir 1984 | evel of CFAfr29 bn ($66 m), a new $250 mm
structural adjustnent loan is about to be approved by the Wrld Bank and a new
standby credit of about SDR66 nm is being prepared by the IM-to follow on from
the SDR82.75 m standby facility provided for 1984/85. Along with the reduced
current account deficit, this will help to ease the country’s very tight foreign
exchange position, which was graphically illustrated by the fall in internationa
reserves (excluding gold) to a mere $5.4 mm at the end of |ast year



