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CHAPTER I 

INTRODUCTION 

In case of Africa, international economic forces have 

always played an important and major role in African 

economic activities; African economies have 

depended on foreign capital and foreign technologies and 

have been dominated by international 

rich capitalist countries. 

economic forces or 

African economies have continued to decline and almost 

African peoples have suffered from economic and social 

crisis. African economies have experienced numerous 

disruptions since independence in the 1960s and virtually 

all African countries, the steady growth of the early years 

after independence has given way to stagnation and eventual 

decline. 

At the time of independence, most African countries 

had choosen the path of capitalist-pattern of society. 

Most African economies were geared towards primary 

commodity production (mostly agricultural), which accounted 

for the largest share of the gross domestic product. For 

example, primary production contributed 48 per cent of GDP 

in Zambia over 1964-69, 39 per cent in Kenya in 1967-68, 

and 64 per cent in Nigeria in 1960, Manufacturing sectors, 
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based mainly on import substitution, were very small 

relative to other sectors, contributing only 2.00 per cent 

of GDP in Ghana in 1957, for example. Each country's 

exports were dominated by just a few commodities: Cocoa in 

Ghana, Nigeria and cameroon, copper in Zambia and coffee 

and tea in Kenya. These commodities accounted for up to 75 

per cent of export earnings. During the first decade of 

independence, many economies were open and the government 

sector was small indeed. Many economies grew at 

significant rates: real GDP grew by 6.5 per cent a year in 

Kenya in 1964-73, 15 per cent in 1964-69 in Zambia, and 5 

per cent in Sierra Leone up to 1972. Despite high 

population growth rates of around 3 per cent a year, per 

capita income also increased significantly, by an annual 

average of 13 per cent in Zambia in 1964-69, 3.4 per cent 

in Kenya in 1964-73, 2.2 per cent in Ghana in the 1960s and 

2.5 per cent in 1964-79 in Malawi. 

At the same time, inflation was moderat~ in many of 

these ''countries: in Malawi, it was 6. 5 per cent per annum 

between 1965 and 1975, and in Kenya it averaged 3.4 per 

cent between 1964 and 1973. However, in the late 1970s and 

early 1980s most African economies went into slump. 

Zambia's GDP stagnated between 1970 and 1985, Real growth 

in Kenya averaged 4 per cent between 1974 and 1990, down 

from 6.5 per cent. In Sierra Leone it dropped from 2 
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percent a year in 1975-80 to Zero in 1983-87. The decline 

was registered in virtually all economic sectors. 

In this case, the factors identified as responsible 

for economic deterioration 

as drought 

of 1973-74 

include 

in over 

and of 

adverse weather 

all Africa; 

1979-80, and 

the 

the 

conditions such 

petroleum crisis 

resulting world 

international oil 

economic recession and collapse of the 

market in 1981. Above all, increased 

protectionism by developed countries, relatively high 

external interest rates, decline in the inflow of 

concessionary capital, the deterioration in terms of trade, 

and massive capital outflows, worsend the already poor 

economic situation. 

The roots of Structural Adjustment ln Africa seem co 

lie in the oil crisis of the mid-1970s when the major Arab 

oil producers forced the Western Europian states to pay 

more for this resource. More expensive oil meant higher 

costs of production, lower profits, the coll,apse of some 

industries, increased unemployment, lower standard of 

living and greater political agitation in the western 

countries. So, it had the western countries needed SAP, so 

that cheap 

provided. 

particular, 

raw materials and cheap labour could be 

Since the late 1970s and early 1980s in 

African economies have been effected and 
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African governments have been coming under increasing 

pressure from a variety of sources to liberalise their 

public economic policies. 

While improving policy changing of this situation 

Low growth rate, poor export performance, high debt 

burdens, and severe financial imbalances finally forced 

many African countries on to the road of economic reform. 

During the 1980s, the most direct pressure came from the 

IMF. Thirty five countries adopted Structural Adjustment 

Programmes with the approval and financial support of the 

World Bank and IMF. 

Structural Adjustment is not a concept with a single 

or fixed meaning. In Africa, it generally involves a set 

of policy reforms to maximise reliance upon markets in 

domestic and external trade and capital flows, minimise the 

government's interventionist role by reducing public 

ownership and subsidies, devaluation of currency or money 

and improving the State's ef~iciency in allocating and 

using resources. 

Figure to follow 
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Figure 1 

Forms of-Government Intervention 
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Figure 2 

A Schematic Representation of Structural Adjustment Policy 
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Stabilisation and Structural Adjustment Programmes 

A number of Sub-Saharan African countries have 

implemented a series of stabilisation programmes under the 

Structural Adjustment Programmes supported first by the 

World Bank and later by both the Bank and the IMF. All 

these programmes have been designed to respond to problems 

of external and internal financial imbalances, low rates of 

economic growth, and inflation. While stabilisation 

measures have aimed at short-or medium-term improvements in 

fiscal and monetary management, Structural adjustment 

measures have had long-term goals and have gone beyond 

financial policies to encompass institutional reforms. 

These various programmes are based on conditionalities by 

IMF & World Bank. 

Reducing budgetary deficits, 

Relating prices to market levels, 

Liberalising trade, 

, Adjusting exchange rates (mainly through devaluation) , 

Controlling the supply of money and credit. 

The Impact of Adjustment 

When countries failed to take domestic measures to 

conform to the exigencies of the international environment 

and instead pursued policies that promoted fiscal and trade 
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imbalances, adjustment becomes a punitive resort and need 

for structural adjustment in Sub-Saharan African was widely 

accepted. What is questionable is the design of the 

programmes, the pace and sequencing of reforms, and, 

particularly, the social costs of structural adjustment, 

especially for these least able to cope-the marginalised 

rural and urban poor. The implications have become urgent 

in the light of various studies indicating that the 

proportion of the Sub-Saharan African population living 

below the poverty line increased from 30-40 per cent in 

the mid-1970s to 50-75 per cent in the mid 1980s and in 

1995s. · Two crores and 40 lakhs people are hungry in Africa 

today, According to Survey of FAO's 1995. 

The pressures exerted through Structural adjustments 

have been particularly severe with respect to spending on 

social services. This ' area appears to be particularly 

vulnerable to reduction in budgetary outlays because it is 

usually regarded by government as a 'soft option' , and 

because its notorious inefficiencies prompt. the IMF to 

press for cutbacks. Increasingly, governments have been 

unable to maintain effective provision of social services 

such as· health care and education. The financial burden is 

then transfered to the private sector through such schemes 

as cost recovery in health care and full-cost tuition fees. 

Structural adjustments resulted in shifts in the labour 
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market, market declines in industrial job opportunities, 

and rising unemployment. Unemployment rates have increased 

in almost all the countries covered because of 

contractionary fiscal and monetary policies, which resulted 

in retrenchment of workers. Urban unemployment rates rose 

to 14. 8 per cent in Sierra Leone, over 60 per cent in 

Zambia between 1985-1990, and from 10 per cent in 1986 to 

more than 12.2 per cent in 1987 in Nigeria. 

The history of structural adjustment programmes in 

Africa have generally been negative and failed. The 

economic benefits of adjustment in most African cases have 

been vained. Investors countries are here benefited from 

adjustment. 

For example; while total FDI inflows into Africa was around 

$15 billion, the US MNCs alone repatriated $8.6 billion in 

profits (Times of India, Delhi (Daily)-4 Jan.1996). Africa 

oday faces exacerbating poverty, unemployment, inflation, 

decline of growth rates and external debt burden. 

Adjustment to crisis: Some macroeconomic indicators 

in Sub-Saharan Africa. (annual percentage changes) 

GDP
Agriculture
Industry
Manufacturing 
Services 
Government consumption
private consumption~ 
Gross domestic investment
Exports 
Imports-

Table 1 

1965-1980 1980-86 

5.6 
1.6 
9.4 
8.5 
7.5 
8.0 
4.9 
8.8 
6.6 

19.5 

-0.0 
1.2 
1.5 
0.3 
0.1 
1.0 
0.7 
9.3 
2.1 
7.7 

Source: World Bank: World Development Report, 1988. 
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Table 2 

Lending to Borrowers in Africa, by Sector, 1985-94 

Sector 

Agriculture 

Energy 
Oil and Gas 
Power 

Environment 

Human Resources 
Education 
Population, 
Health and 
Nutrition 

Social Sector 

Annual 
Average 
1985-89 

533.9 

20.6 
113.9 

122.8 

75.7 

Industry and Finance 
Industry 124.6 
Finance 241.3 

Infrastructure and 
Urban Development 
Telecommunications 50.0 
Transportation 339.4 
Urban Development 177.2 
Water Supply and 
Sewerage 102.9 

Mining and Other 
Extractive 
Multisector 
Public Sector 
Management 
Tourism 

31.5 
504.0 

81.0 

Total 2.519.0 
Or which: IBRD 909.3 

IDA 1, 609.7 

Number of 
Operations 80 

1990 

997.4 

230.0 

350.7 

232.7 

180.1 
193.6 

225.0 
543.6 
360.4 

257.2 

285.6 

76.6 

3,932.9 
1,147.0 
2,785.9 

86 

1991 

504.9 

300.0 
155.0 

265.9 

432.8 

11.0 
138.8 

12.8 
309.5 

98.3 

256.0 

21.0 
861.0 

27.2 

3,394.2 
662.9 

2,731.3 

77 

1992 

707.4 

48.5 
86.0 

402.9 

100,] 

200.0 
619.9 

242.8 
233.8 

297.4 

6.0 
895.0 

133 .. 6 

3,973.6 
738.4 

3,235.2 

77 

1991 1994 

318.3 

2.4 
356.0 

417.4 

131.2 

83.5 
252.3 

89.1 
483.0 

61.2 

67.2 

434.2 

121.5 

2, 817.3 
47.0 

2,770.3 

75 

Note: Details may not add to totals because of rounding. 
Zero 

Source: The World Bank Annual Report, 1994, p. 80. 
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152.6 

186.2 
90.0 

2.6 

325.5 

161.6 

29.6 
400.1 

515.0 
111.4 

74.1 

711.0 

48.2 

2,807.9 
127.7 

2,680.0 
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The cause of this dismal decline is the fact that the 

major trading partners, aid donors and creditors of the 

Western Europe have not supported the painful economic 

reforms with the requisite level of financing and improved 

trading conditions. 

A UN organised conference in 1988 concluded that 

'Adjustment measures have been implemented at high human 

costs and Sacrifices' and are rending the fabric of African 

society' 

Cuellar 

Former UN Secretary general Javier Perez de 

found that, the most vulnerable population 

groups ..... have been severely and adversely affected, 

directly and 

with-drawal 

imposition 

of 

of 

indirectly, 

subsidies 

limits on 

by such measures as 

on staple food items, 

wage increases ..... . 

the 

the 

the 

retrenchment of civil servants and private sector 

personnel frequently belonging to the lowest salary 

categories, and the cutting of expenditures on sooial 

services, including health and education, and on basic 

infrastructures' (UN, 1988) 

From various studies conducted so far it can be 

conclude that structural adjustment programmes only served 

foreign monopoly capitalist interest on the African of the 

comprado_r bourgeoise. The adjustment measures cannot 
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fulfil the needs of the masses, who are likely to undergo 

very serious hardship. Although structural Adjustment 

programme was certainly work for western developed 

countries. 

All the class tendencies in Africa was characteristic 

of a backward capitalist-society. With peasants aiming for 

land redistribution, workers for higher wages and benefits, 

aspirant bourgeois for replacing the foreign based 

middle-class etc. 

In this chapter we discuss the cause of the failure of 

structural adjustment and trapeze African Alternatives? 

Programme Failed 

In accounting the failure of the Structural adjustment 

programmes in Sub-Saharan Africa, three facets of such 

efforts must be examined: 

administratives weaknesses, 

adjustment. 

theoretical assumptions, 

and the social cost of 

A fundamental flaw in such programmes is their 

built-in tendency toward internally contradictory 

approaches. The attempt to reduce aggregate demand, a 

typical features, induces disincentives to the expansion of 

supply. Measures aimed at improving resource allocation 

(raising producer prices, reducing tariffs, etc.) involve a 

11 



reduction of public revenues, which can be a 

counter-stabilisation force at times of excessive demand 

pressures. And because structural adjustment financing is 

usually conditional on short-term policy measures by 

regimes operating in a framework of openness to the 

international economy, little room is left for flexibility 

in the face of exogenous constraints on growth. 

Thus the timing and phasing of adjustment programmes 

often decide their success or failure. At the international 

level, adjustment programmes can fall victim to the fallacy 

of composition; that is concentration on price incentives 

to promote export expansion in a series of countries can 

result in a glut on the world market and a consequent 

further worsening of the commodity terms of trade. 

On the administrative level, unwarranted 

presuppositions are made regarding the availability of 

managerial resources to implement measures such as 
,, 

budgetary controls, fiscal reforms, and reduction of adhoc 

interventions. There is a further tacit assumption that 

the government is committed to meeting its part of the 

social contract. When these assumptions fail to reflect 

the realities, recourse is made to privatisation, often 

resulting in the replacement of public controls with 

control by non-indigenous monopolies. 

12 



The public interest is sacrificed and efficiency fails 

to materialise. 

Finally, the social trade-offs of adjustment 

programmes need to be taken fully into account, addressing 

questions such as what is the magnitude of the social costs 

owing to curtailment of public spending. To what extent 

will vulnerable groups be affected? To what extent will 

vulnerable groups be affected? Who will bear the ultimate 

costs of adjustment? It is also pertinent to examine the 

implications of a failed adjustment programme, the dangers 

posed by adjustment fatigue; and the attendant 

psychological costs of resuscitating the process. 

African Alternative:-- But the important Questions for Africans 

is how Africa is to end its dependency can extricate itself 

from the modern highly technologized and highly militarised 

international system, with its sophisticated and 

control network. 

13 
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CHAPTER II 

STAGES OF AFRICAN POLITICAL ECONOMY 

Introduction:- Structural Adjustment Programme have been the 

most debatable aspect of recent international politics. 

The "structural adjustment programme" is the name given to 

the economic policy package that the IMF and the World Bank 

force on the indebted Third World countries which turn to 

them for financial help. The agreement to follow the 

prescribed economic policies is a necessary condition for 

getting any major loan. This economic package covers over 

70 Third World countries, of which 35 are African 

countries. 

"The IMF has 

developing countries 

exerted a 

by setting 

strong influence over 

stiff conditions on the 

loans it offers. This conditionality has generally been 

monetarist and deflationary, obliging governments to reduce 

their demand for imports by curtailing overall 

demand-cutting back on both private and public spending. 

These cutbacks have often reduced consumption, investment 

and employment and stifled economic growth." 1 

The available data shows that the consequences of 

structural adjustment programmes in these countries have 

1. UNDP, Human Development Report 1992, p. 75. 
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been spiralling 

de-industrialisation 

prices, declining 

while still leaving 

incomes, and 

these countries 

heavily indebted. The structural adjustment here become a 

DRAIN OF WEALTH, with debt servicing leading to ultimately 

reversing the direction of flow of financial resources. 

The IMF 1 s scheme of SAP on global level in 1980s was 

not a sudden remedial proposal to overcome the crisis of 

Third World. It arose due to interest inforcement of 

capitalism and rising crisis oriented objectively of Third 

World itself. Capitalism was passing through the crisis 

since late 1960s that continued in 1970s and 1980s. These 

crisis are characterised by distinctly slower rates of 

economic expansions in the industrialised countries. To 

grasp the concrete significance of the IMF 1 s programmes 

for stabilisation and structural adjustment, it is 

necessary to move away from the debate on capitalism 

vs.Socialism. For the real significance of the IMF 

programmes lies not in its defence of capitalism, but 1n 

the specific path of capitalist development for which its 

1 conditionalities 1 are supposed to clear the ·ground in the 

countries of Sub-Saharan Africa. 

Th~s chapter traces the history of the relationship of 

Africa and the West since their first contact brought about 

by the outward thrust of the west, under the impetus of 

rising capitalism, in search of cheap-labour and cheap raw 

materials for its industries and expanding markets for its 

15 



industrial products, both of which couid be better ensured 

through domination and exploitation. 

We identify five successive stages that African 

political economy has passed through under the impact of 

this relationship, each phase qualitatively different from 

the other but all having the common characteristics of 

domination dependence syndrome, and each phase having been 

dictated by the dynamics of capitalism in different eras 

and by the dominant forces in the changing international 

system. Our finding is that the way to the latest stage, 

the dependency phase, was paved by the progressive 

proletarianisation of the African peoples and the 

maintenance of an international peonage system. 

Historical Perspective on Domination of Africa 

The history of Africa is the history of five centuries 

of domination by the western political economy, which 

created and now dominates and operates the modern world 

system. 2 

The domination has passed through several phases, each 

unique to a historical epoch, though all were conditioned 

by the internal logic of capitalism and by the dynamics of 

the international system. 

2. Immanuel Wallerstein, 'The Modern World System (New 
York: modern reader)1976. 
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The process of western incursion and domination of 

Africa can be divided into the following five phases:-

1. Barbarian domination 
2. Imperialist domination 
3. Colonial domination 
4. Neo-Colonial domination 
5. Dependency domination 

Each phase was manifested both in the western nations 

and in Africa; every capitalist transformations and in the 

west was reflected in the political economy of Africa. 

1. Barbarian domination:- This was the earliest phase of 

capitalist domination of Africa. It occurred alongside the 

epoch in capitalist development called primitive 

accumulation. 3 

When the West was breaking free from feudalism but had 

not yet entered the era of capitalism. Certain 

technological changes such as improvement in maritime 

technology and the invention of compass - facilitated trade 
. 

between distant lands by allowing the west to·venture into 

the open seas. 

In three centuries before the industrial revolution 

the focus of the trade moved from the mediterranian to the 

3. Karl Marx; capital (Newyork International publishers, 
1967) 
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Atlantic, from Venice and Genoa to Liverpool and Nantes. 

This momentous shift of economic power was the product of 

fundamental changes in the economic and techonological 

basis of European Society at the close of the Middle Ages. 4 

The Western Europe used unbridled crudity in 

penetration, domination and exploitation of the African 

society. The purpose was not to rule or govern; the 

purpose was unrestrained loot and plunder without parallel 

in history. Million of African were sold as slaves, 

millions worth of gold and Ivory was carted away. 

The most horrendous form of it lasted from the 

fifteenth century to early eighteenth century. 5 

According to Marx, "the history of this period lS 

written in the annuals of mankind in letters of wood and 

fire". 6 

It was characterised by turning of Africa into a 

warren for the commercial hunting of black skins. 7 

The effect of this period in Africa can be briefly 

4. A.G. Hopkins, Economic History of West Africa (Newyork; 
colombia University press, 1973) p-87. 

5. Eric Williams, capital and Slavery (Newyork: capricorn 
books, 1966); A.G. Hopkins {Note3), p -78-117 

6. Karl Marx, (Note 2), capital vol-1, p-714 

7. Ibid, p- 751 (Emphasis added) 

18 



summarised as follows: 

(a) Massive depletion of the African population, specially 

among the most relevent and productive groups: 

(b) Massive distruction of the entire fabric of African 

Society- disruptions in socio-cultural relationships 

and, above all, the diversion of interest from 

productive activities to plunder and loot as a way of 

life; and 

(c) the pillage of the resources of Africa under the guise 

of new discoveries. 8 

That is how the twin process of the development of 

underdevelopment in Africa and the corresponding 

development of development in the West was initiated. 9 

According to Hopkins: "The chief effect of the 

overseas slave trade in the new world was to populate and 

develop the abundant land resources of the Americas and the 

West Indies". 10 

8. Amechi okolo, 1 The role of International Trade in the 
African political Economy, in show/ojo (Ed.) Africa and 
the International political system (Washington, D.C. 
University press of America, 1982, p - 68-103). 

9. Walter Rodney, 1 How Europe underdeveloped Africa (Dar
es-salaam: Tanzania publishers House, 1973) p - 103-
162. 

10. Hopkins (Note 3), p -117 
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He further observes:- "It remains true that the slave 

and sugar trades brought great wealth to the principal 

entrepots, such as Liverpool and Nantes, and to many other 

leading cities. It is impossible to account for the 

economic vitality of these parts in the eighteenth century, 

their physical and demographic expansion, and the 

remarkable overflow of money into cultural activities, 

without stressing the causative, though not exclusive, role 

of the Atlantic Commerce. 11 

I I . Imperialist Domination 

This second phase of Western domination of Africa 

again corresponds to a definite historical epoch. Karl Marx 

observes that, driven by its internal dynamics, capitalism 

must 'nestle every where'. 

Having fought their national rivals, and having thus 

established their predominant position in the national 

economy, capitalists now shifted the theatre of war for 

profit and power to the international level known as 

imperialism. Lenin characterised imperialism .as the last, 

monopoly, stage of capitalism, and identified five 

characteristic features of this phase of capitalism. 12 

11. Ibid, p -117-118. 

12. V.I.Levin, Imperialism: The Highest stage of capital
ism (Newyork, International publishers, 1966). 
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1. the concentration of production and capital developing 

to such a high stage as to create monopolies with a 

decisive role in the political economy; 

2. the merging of bank capital with industrial capital, 

forming finance capital and a financial oligarchy; 

3. the export of capital becoming more important than the 

export of commodities; 

4. the formation of international capitalist monopolies, 

which shared the world among themselves; and 

5. the completion of the territorial division of the 

world between the monopolies. Open ended phenomenon -

with a discernible beginning but not necessarily an 

end. 

In our view, on the other hand, imperialism was the 

phenomenon of a definite historical epoch. It was 

time-locked-with the end as discernible as the begining. 

Historically, it corresponded roughly with the 

abolition of slave trade by Britain, in 1807, till the end 

of the century, when colonial governments' were being 

established. In the hectic search for cheap materials for 

its production and captive markets for its products, 

European capitalist countries began occupying lands and 

setting up governments. While imperialism was the monopoly 

stage of capitalism in Europe, for Africa it represented 

the beginning of an epoch when capitalism's first serious 
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attempt to create conditions favourable for a more 

permanant stay was made. The principle actors were 

Britain, France and Germany, essentially acting through 

their chartered companies. In the scramble for a place in 

the 'colonial sun', large chunks of African hinterland were 

seized and claimed and counter-claimed by contending 

European firms. They could well have driven Europe to war 

for the sake of their ill begotten possessions. A 

conference at Berlin was held to avert it. Called at the 

initiative of the German government under Bismark, it was 

attended by all the major, European powers, including 

United States which for the first time was participating in 

a major international conference with other European 

powers. The European governments had met to discuss ways 

and means of controlling the activities of their merchants 

before the latter plunged all of them into a bloody 

shooting war. 13 

The Berlin conference of 1885 resolved the conflicting 

territorial claims of these firms by making it obligatory 

for them to respect the territorial ownership if a trade or 

protectorate treaty had been signed with the African 

chiefs. More importantly, it worked out a general alliance 

between the imperialist powers for the balkanisation and 

control of Africa. However, like all such alliances, the 

13. A. G. Hopkins,' Economic Imperialism in West Africa 
1880-92; Economic History Review 21, December 1968. 
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Berlin conference agreement later turned out to be nothing 

more than a temporary 'truce' which was distined to crack. 14 

Relationship between these powers continued to 

deteriorate and, according to Allan Burns, the continued 

French incursion into the 'British territory' heightened 

the tension between them to the point where even war 

between france and Britain was not far from the minds of 

the cabinets. 15 

Imperialism thus was not, as Lenin had posited, the 

completion of the division of the world between the 

monopolies, but the continuation of the territorial 

struggle for control of raw materials and markets, even 

though the struggle was being conducted with the open and 

overt political support of their home governments. 

I I I Colonial Domination 

This third phase of capitalist domination in Africa, 

in the form of colonialism, corresponds to the period 

between the beginning and middle, of the nineteenth century. 

When colonialism was institutionalised in most seised lands 

it developed a unique form of capitalist domination and 

control which had not existed earlier. The uniqueness 

14. R.L. Pfaltzgraff (Ed.) politics and the International 
system (New york: JBL., 1972), p -206-7. 

15. Sir Allan Burns, 'The History of Nigeria (New york: 
Barnes and Nobles, 1969), p -157-71. 
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consisted in its totality. It was the most complete and 

the most direct form of western domination. It was the 

naked manifestation of foreign dictatorship, arbitrariness 

and control of another people. It was the most 

comprehensive strategy of capitalist penetration, 

domination and control because it left no facet of the 

society untouched. 16 

Above all, it involved direct political and military 

administration of people to effect sustained maximum 

economic exploitation, through an organised, disciplined 

and, above all, administered capitalism in Africa. 

Colonialism became the politico- military weapon for 

effective and institutionalised administration of the 

territories their men had earlier 'acquired'. Colonialism 

aimed at creating both international and internal order and 

discipline into an otherwise anarchic imperialist system 

by means of direct imposition of superior 

military-political power. The imperialist system had 

collapsed for a number of reasons: 

(a) an increasing inter-European counter-penetration of 

the areas; 

(bl an increasing African recalcitrance, resistance, and 

hostility to further European penetration and control; 

16. I. M. Okonjo, British Administration in Nigeria (1900-
1950) New york: Nok publishers, 1974. 
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and 

(c) The rising cost and complexities of admini~t~ring 

Africans far beyond what the chailered companies which 

had been given the termission to colonise spree, could 

profitably continue to undertake. 

Colonialism Attempted to Remedy This by 

(a) lending some sort of international credence and/or 

legitimacy to the colonial control of the areas 

concerned. 

(b) gaining better internal control of the Africans 

through their acquiescence or passivity; and 

(c) providing political clout to facilitate the creation 

of a more efficient system of exploitation to foot the 

cost of policing the people. 

It is therefore colonialism, rather than imperialism. 

which truly was the monopoly stage of capitalism in Africa. 

The institutionalisation of the metropolitan power over the 

territories gave it the rationale for keeping other rival· 

powers from its territory and preventing the intrusion of 

other competing monopoly firms. 

In the process, the laissez- fa ire and free trade of 

the political economy of Adam Smith 17 which had ruled 

17. Adam Smith, An Inquiry into the nature and cause of the 
wealth of nations (New york: Modern library Edition/ 
193 7) . 

25 



Europe from the early phases of industrial capitalism, 

were thrown overboard. The Berlin conference, had 

reiterated the principle of free trade and put the 

signatory powers: 

Under obligation to adhere to the principles of free 

trade by allowing other nationals free access to the areas 

and to protect foreign merchants and all trading 

nationalities as if they were her own subject. 18 

The repudiation of the principle signified the death 

of free trade in the international market and legitimised 

monopolies at both ends i.e. in Europe as well as in 

Africa. This distinction between colonialism and the , 
earlier phase of imperialism should not be overlooked. 

During Imperialism, the monopolies right to territorial 

exclusively was recognised neither by their home 

governments nor by the international community, making it 

very difficult for trading companies of one nation to 

exclude those of others, since they could not count on the 

official support of their home governments. 19 

The decline of colonialism was fast-indeed, faster 

than anything the west had imagined; never before had such 

18. John E. Flint, Sir George Goldie and the making of 
modern Nigeria (London: Oxford University press, 1960) 
p -69-73. 

19. A. N. Cook, British Enterprise in Nigeria (London: 
France cass and co; 1964) p -79-110. 
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a complete reversal occured with such rapidity. 20 

Colonialism was a very unstable system, marked by 

uncertainty and fear and maintained by violence and brutal 

force. It was a situation in which both the settlers and 

the natives had lived. This situation is discussed by 

Algerian freedom holder 'Fanon' who unites, In keeping with 

the] rules of pure aristotelian logic, the both follow the 

principles of reciprocal exclusivety. 

The settelers' town is a strongly built town, all made 

of stone and steel. It is a brightly lit town, the streets 

are covered with .asphalt and the garbage cans swallow all 

the leavings. The settlers' feed are never visible except 

perhaps in the sea, but there you are never close by enough 

to see them. The settlers' town is a well-fed town .. its 

belly is always full of good things. The settlers' town is 

a town of white people of foreigners. 21 

On the other hand, the town belonging to the native 

is: a place of ill fame, peopled by men of ill repute. 

• They are born there, it matters little where or how; they 

die there, it matters little where or how. It is a world 

without spaciousness. The native town is a hungry town 

20. G. Barra clough, An Introduction to contemporary His
tory (London Frank cass and co. 1964). 

21. Frantz Panon, The wretched of the Earth (New York: 
Grove Press, 1960), p.39. 
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starved of bread of meat, of shoes of light. It is a town 

of niggers and dirty Arabs. 22 

After world war II, when colonialism came under seige, 

attacked and surrounded by a global tide of revolution, 

capitalism evolved a new strategy to stem the tide. And 

Africa entered the fourth phase of its political economy. 

IV. Neo-colonial Domination 

This fourth phase of capitalist domination was that of 

neo-colonialism. It appeared on the African scene in the 

decade following world war II. Its predecessor, 

colonialism, was destroyed by two convergent pressures one 

internal and the other external. Internally, the 

nationalist sentiments, wipped up in the course of the 

'dest' s mobilisation of African manpower and resources to 

fight 'Nazism, turned against the foreign, white-masters. 

Africans were determined to wrest power from them. 23 

Externally, there was, besides world opinion being 

against colonial domination, the West's fear of communism 

22. Ibid., p.40. 

23. G.O.Olusanya, The Second World War and the Nigerian 
politics 1939-1953 (Lagos: University of Lagos Press, 
1973)' p. 70-93. 
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becoming an attractive alternative to the colonised. 

The colonial powers accepted the inevitability of 

retreat, but cleverly turned it into a tactical retreat, 

giving up the form of domination but retaining its 

substance. Foreign faces were withdrawn from positions of 

power, but only after their places had been taken by 

hand-picked native faces (interlocuteurs valuables 

negotiators worth taking to) . 24 

Exploitation continued unabated, the grip remained 

tight, the control of the 'new- independent nations' was 

total, but the system was so 'sophisticated' that it 

functioned by 'remote control' without the physical 

presence of the colonialist. 

The defining features of neo-colonialism, which lasted 

for about a decade after the attainment of formal 

independence, were (i) that the former colonial master 

still served as the exclusive reference group for the new 

nation; and 

(ii) that the former ruler still exercised domination over 

24. D.A.Offiong, Imperialism and dependency (Enugu 
Dimension Publishers, 1980), p.65. 
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every aspect of life: political, economic and cultural. 

1. Political domination: Every African country emerged out of 

colonialism usually with a constitution that was drafted at 

the metropolitan head-quarters. The essential government 

and political institutions e.g. the executive, the 

legislature, the judiciary, and political parties, etc, 

were modelled on those obtaining in the former ruling 

nations. 

In the international arena, it was the former colonial 

power which chaperoned the representati~es of the new 

nation through the diplomatic corridors and put them 

through the paces in diplomatic etiquette the first 

principle of which, not unsurprisingly, was that they must 

endorse the foreign policy of the metropolitan power. The 

army and other security forces of the new nation were still 

trained and manned by the former masters who guaranteed the 

protege's national and international Security. 

Economic domination: The pattern of monopoly domination of 

the colonial era still operated exactly as in 

pre- independence days . The foreign-exchange reserves of 

the new nation were still kept in the metropolitan 

head-quarters. A large part of the foreign trade of the 

30 



new nation was still with the metropolitan country(Fig. 3) 

v Dependency domination : - This is the fifth phase of 

capitalist domination in Africa. While in the 

new-colonialism period the former colonial master still 

held and exercised the dominating and unchallanged 

influence in the affairs, of the new nation, dependency 

takes a shift in the focus of attention till domination 

becomes fully 1 internation 1 
, the uni-national monopoly 

control having been broken. It makes possible the 

expansion of the cultural area of the former colonies. 25 

Most African nations entered the phase of dependency 

domination in the 1970s, that is a decade after their 

political independence. In this phase, the new nations are 

subjected to a diffused and complex system of control and 

exploitation in a situation created by the cumulative 

effects of the various phases of domination. The end 

product of this process is a retarded African political 

economy. Retarded in the sense that the poli~ical economy 

does not and cannot sustain an independent existence. The 

negative forces have acquired a dynamics of their own and 

serve ·to ensure the continued development of 

underdevelopment in Africa. Dependency domination is the 

25. H.M. Hodges, An Introduction to sociology (New York: 
Harper and Row publishers, 1971), p.99-125. 
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capitalist strategy of control and exploitation in the 

modern system, where international financial organisations 

and multinational companies have become vital actors; 

together they have perfected an intricate and complex 

control network on which the African nations, as all Third 

World Nations, are hooked. The control mechanisms have 

been institutionalised, and they have acquired legitimacy 

within the international system. It is therefore much more 

difficult to try to break away from syndrome because it is 

bound to invite the wrath of the entire capitalist 

international system. 

Figure 3 presents the changing patterns of 

capitalist domination in Africa from the colonial to the 

dependency phase. The heavy arrow during the colonial era 

shows one-to-one relationship between the metropole and the 

colony. 

In the neo-colonial phase, the relationship is still 

essentially one-to-one, but the dotted lines now indicated 

the 'remote- control' in the asymmetric relationship. The 

main difference occurs in the dependency era, when the 

former ~olony has been subjected to a barrage of competing 

forces in the dependency stage, the economics of the former 

colonies have been fully integrated with the 

international capitalist market economy, making it almost 
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impossible for the new nations to break-loose from it even 

though the odds in the market are all against them. They 

have been incorporated into the world economic order, as 

mere appendages. Two factors have made this possible: 

(i) proletarianisation of African Societies, and 

(ii) the peonage system imposed on them. 

( 1 > Proletarianisation of African Societies 

In this situation, in Africa, all that the Africans 

can offer is cheap-labour. Having been made dependent on 

external sources for the satisfaction of even basic needs, 

the new nations have lost the capacity of feeding 

themselves, which they were well able to do with their 

indigenous farming methods. 

As of now, African nations, have to import grains and 

other agricultural products. The metropolitan countries 

supply to African nations not only manufactured goods but 

also food stuff. 26 

( i i ) The peonage system : - It is a debt system that ensures 

continuing servitude of the former slaves after their 

proclaimed emancipation. In the system, the peons are 

26. Amechi Okolo, 'The political Economy of Nigerian oil 
sector and the civil war', quarterly journal of Admin
istration XV, 1-2, 1981, p.108. 
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paid below- subsistence wages; they can meet thier very 

basic needs only by loans given to them by their masters. 

Indebtedness keeps them tied to the master; no other 

employer would hire him without clearance from the former 

master. So the debts go on mounting and the servitude of 

the peons is perpetuated. 27 

According to payer, 

...... The workers cannot run away for other employers 

and the state recognises the legality of his debt: nor has 

he any hope of earning his freedom with his low wages, 

which do not keep pace with what he consumes, let alone 

the true value of what he produces for his master. 28 

It is the extension of this system of debt slavery to 

the emergent African states from the period of their 

political independence to the present day that has 

continued to ensure, and to worsen, their dependency 

status . Table 3 ( i ) ( i i ) . 

27. Stamley Elkins, Slavery (Chicago: University of chicago 
press, 1971); and A.Meier and E.M.Rudwick, From planta
tion to Ghetto (New York: Hill and Wang, 1969). 

28. Cheryl Payer, The debt Trap, the IMF and The World Bank 
(New York: Monthly Review Press, 1974), p.49. 
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Country 
Chad 
Niger~a 

Zambia 
Ghana 
Kenya 
Tanzania 
Uganda 
~lauritania 

Lesotho 
Niger 
Madagascar 
Guinea 
Zaire 
Benin 
Malawi 
Senegal 
Sudan 
C.A.R. 
11adagascar 
Uganda 
t-lauritania 
Lesotho 
Togo 
Sudan 
Kenya 
Ghana 
Senegal 
Egypt 
Liberia 
Zambia 
::'ameroon 

Nigeria 
l·lorocco 

S8urce: World Bank 

T~bte- '3 { i) 

The External Debt Situation of African Countries (million dollars) 

Total debt 

1970 
32 

478 
596 
48~ 

313 
248 
128 

27 
8 

32 

93 
314 
311 

41 
121 

98 
309 

19 
93 

128 
27 

8 

40 
309 
313 
489 

98 
1644 

158 
596 

131 

478 

1979 
172 

3744 
1559 

977 
1427 
1153 

245 
590 

52 
234 
348 

990 
3780 

186 
423 
786 

2114 
150 
348 

245 
590 

52 
851 

2114 
1427 

977 

-78 6 

11409 

454 
1559 
1634 
3744 

Total debt 
% of GNP 

1970 
ll . 8 
6.4 

34.5 
2 2. 6 

20.3 
19.4 

9.8 
16.8 

9.2 
8.7 

10.8 
51.7 

17.1 
16.0 
38.7 

11.6 

11.6 

11.2 

10.8 
9.8 

16.8 

9.2 
16.0 
11.6 

20.3 
22.6 
11. 6 

2 3. 8 

4 9. 6 

34.5 

12.1 
6.4 

1979 
10.8 
5.0 

50.5 
~.6 

24.3 
25.3 
2.6 

120.9 
11.1 

14.4 

12.6 
68.6 
51. 8 

19.2 
33.1 
32.3 

34.5 
24.0 
12.6 

2.6 
120.9 

11.1 
120.9 

34.5 
24. 3 

9.6 

32.3 
60.4 
48.4 
50.5 
32.0 
5.0 

Gross 
international 

1970 

223 
515 

58 
220 

65 
57 

3 
n.a. 

19 
37 

13 
189 

16 
29 

22 

22 
1 

37 
57 

3 

n.a. 

22 
220 

58 

22 
165 

n.a. 

1979 
17 

5870 

93 
4 04 

669 
69 

n.a 
118 

n.a. 
137 

5 

35 

335 
20 
75 

35 
67 
49 

5 
n.a. 

118 

n.a. 

118 
67 

669 
404 

35 
1794 

55 

515 93 
81 141 

223 58\" 

Monthly 
import 

1979 
o.c; 
4.5 
1.8 
4.8 
3.7 
0.9 
n.a 
3.6 

t1.a. 

n.a. 
0.1 

1.0 
1.4 
n.a. 
1.7 

n.a. 

0.7 
2.7 

0.1 
n.a. 

3.6 
n.a. 
3.6 
0.7 
3.7 
4.8 
n.a. 

2.6 
n.a. 

1.8 
0.5 

4.5 
711 6227 18.6 40.3 141 916 2.1 

Public Debt of DeVeloping Countries, 1983 

Current a/c balance 
before interest pay

mentH on external 
~klJt>J 

1970 

-348 
131 
. 58 

-38 
-29 

24 
-5 

n.a. 

1 

12' 
n.a. 

-55 
-1 

-32 

-14 

-29 
-11 

12 
24 
-5 

n.a. 

-5 

-29 
-38 

-56 
-14 

-116 
n.a. 

131 
-26 

-348 
- 10 l 

1979 
. 72 

H29 
264 

-419 
-457 

32 
-70 
-2 2 

-96 

-425 

n~a. 

-4·63 

-87 
-185 

-394 
-151 

- 9 

-425 
32 

-70 

-22 
-70 

-151 
-419 

282 
-394 

-1316 
-91 

26-1 
-2SO 

1429T 
-1110 

Interest 
payments on 

-::xt.<;rnal jebts 

1970 
na 
20 
23 

1" 
11 

6 

4 
n.a 
n.a 

1 

2 

4 

9 

n.a. 
3 

2 

13 
n.a. 

2 

4 

n.a. 

n.a. 

n.a. 

13 
11 

12 

2 

38 

6 

23 
-1 

20 
23 

1979 
4 

205 
93 

60 
23 

5 
16 

1 

7 

8 

24 
95 

3 

16 

43 

86 
n.a. 

8 

5 

16 

1 
16 
86 
60 
26 

43 
237 

22 

93 
65' 

205 
Hl 



Table ~(II) 
Outstanding External Public Debt of Afric~ Countries and Types of 

Creditors in us $ million (1975) 

Country 

Benin Rep. 

Botswana 

Burundi: 

Cameroon 

C.A.R. 

Congo Rep. 

Ethiopia 

GaboD 

Gambia 

Ghana 

Ivory Coast 

Kenya 

Lesotho 

Liberia 

Madagascar 

!"!alawi 

Mali 

Mauritania 

Maurie ius 

Niger 

Nigeria 

Rwanda 

Senegal 

Sierra Leone 

Somalia 

Sudan 

Swaziland 

Tanzania 

Togo 

Uganda 

Upper Volta 

Zaire 

Bilateral 
Official 

83.5 

113.6 

3.6 

364.3 

71.5 

340.3 

288.3 

99.6 

13.8 

392.3 

313.3 

460.5 

4.2 

166.1 

98.7 

196.9 

355.6 

302.3 

66.1 

95.0 

513.1 

32.5 

223.8 

67.3 

353.8 

584.1 

36.4 

802.2 

53.4 

136.7 

116.7 

756.9 

Multi- Suppliers 
lateral 

51.5 

70.9 

22.2 

239.1 

26.8 

53.4 

355.7 

46.7 

8.3 

221.0 

384.5 

489.1 

17.9 

90.0 

126.9 

115.3 

101.4 

46.3 

57.7 

31.0 

705.8 

47.5 

141.9 

51.3 

66.4 

364.7 

28.6 

335.3 

29.6 

73.3 

68.7 

286.9 

12.7 

4.2 

10.1 

8.8 

210.8 

2.5 

86.9 

184.1 

409.6 

56.0 

10.7 

3.8 

3.9 

13.1 

51.9 

0.4 

2.3 

13.9 

1.8 

14.8 

63.9 

172.6 

1.5 

29.1 

25.5 

0.6 

378.5 

Bank 

13.5 

2.0 

73.1 

2.4 

1.6 

26.8 

241.9 

373.0 

26.7 

04 

6.9 

3.9 

5.1 

0.8 

9.6 

3.3 

12.9 

95.6 

406.4 

12.3 

44.5 

2.2 

1273.7 

Others 

2 J) 

1.5 

10.1 

0.4 

40.1 

57.1 

39.0 

0.4 

0.9 

3.1 

9.0 

0.6 

3.1 

0.6 

27.0 

+5.8 

3.9 

7.1 

13.6 

3 .. 7 

6.2 

42.5 

Total 

161.2 

184.5 

34.7 

Fi88.1 

163.3 

616.0 

673.7 

515.1 

22.1 

797.3 

1537.4 

1071.2 

22.8 

274.f:i 

236.5 

3 3 0. 3 

471.0 

410.0 

124.8 

131.7 

1248.8 

82.5 

503.0 

198.3 

424.2 

1534.8 

66.5 

1192.5 

156.7 

218.4 

186.0 

2738.5 

Zambia 513.4 380.8 140.9 407.1 22.5 14r;4,7 

Source- World Bank: Public Debt of Developing Countries Sep. 1~77 



Table 3 (i), presents the debt situation of African 

States in the 1970s. It shows that the absolute amount of 

their debts has been rising astronomically since 1970s, 

that the debts now amount to very high percentages of the 

states GNPs; that the very large interest payments which 

will have to be paid from the very highly dificit current 

account balances: and, finally, that the international 

reserves of these countries can hardly sustain their 

monthly imports. 

Table-3(ii) shows the sources of credit and the 

indebtedness of the African countries to each creditor. 

It dramatises the complexity of the creditordebtor 

relationship which is a cardinal feature of the dependency 

era. 

Dependency and oil:--- Having lost their agricultural 

resources, most African states are now fully 

'proletarianised'; making their manipulation easy. This 

is equally true of those few African States w~ich have been 

classified as 'oil exporting states' for no reason other 

than the accident of oil having been discovered in their 

territories. It is hoped that these countries have been, 

or will be able to transcend dependency and constitute 
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themselves into perhaps regional sub-centres. 29 

The real picuture of economic decline can be seen 

through the following data: some Macro economic indicators 

in Sub-Saharan Africa; 

Table 3(iii) (percentages) 

1965-1980 1980-86 

GDP 5.1 -0.0 

Agriculture:- 1.6 -1.2 

Industry -- 9.4 -1.5 

Manufacturing 8.5 0.3 

Services : 7.5 0.0 

Government 

Consumption:- 8.1 -1.0 

Private consumption 4.9 0.7 

Gross domestic -9.3 

Investment:- 8.8 

Export 6.6 -2.1 

Import 19.5 -7.7 

Source: World Bank, World Development Report, 198 

(inclusive of Nigeria) 

29. Immanuel Wallerstein, The Capitalist World Economy (N 
York: Cambridge University Press, 1979), p.66-9 a 
passim. 
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Table 3(iv) 

Lending to Borrowers in Africa, by Sector, 1985-94 

Sector 

Agriculture 

Energy 
Oil and Gas 
Power 

Environment 

Human Resources 
Education 
Population, 
Health and 
Nutrition 

Social Sector 

Annual 
Average 
1985-89 

533.9 

20.6 
113.9 

122.8 

75.7 

Industry and Finance 
Industry 124.6 
Finance 241.3 

Infrastructure and 
Urban Development 

Telecommunications 50.0 
Transportation 339.4 
Urban Development 177.2 
Water Supply and 
Sewerage 102.9 

Mining and Other 
Extractive 
Multisector 
Public Sector 
Management 
Tourism 

31.5 
504.0 

81.0 

Total 2.519.0 
Or which: IBRD 909.3 

IDA 1,609.7 

Number of 
Operations 80 

1990 

997.4 

230.0 

350.7 

232.7 

180.1 
193.6 

225.0 
543.6 
360.4 

257.2 

285.6 

76.6 

3,932.9 
1,147.0 
2,785.9 

86 

1991 

504.9 

300.0 
155.0 

265.9 

432.8 

11.0 
138.8 

12.8 
309.5 

98.3 

256.0 

21.0 
861.0 

27.2 

3,394.2 
662.9 

2,731.3 

77 

1992 

707.4 

48.5 
86.0 

402.9 

100.3 

200.0 
619.9 

242.8 
233.8 

297.4 

6.0 
895.0 

133 .,6 

3,973.6 
738.4 

3,235.2 

77 

1991 1994 

318.3 

2.4 
356.0 

417.4 

131.2 

83.5 
252.3 

89.1 
483.0 

61.2 

67.2 

434.2 

121.5 

2, 817.3 
47.0 

2,770.3 

75 

Note: Details may not add to totals because of rounding. 
Zero 

Source: The World Bank Annual Report, 1994, p. 80. 
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152.6 

186.2 
90.0 

2.6 

325.5 

161.6 

29.6 
400.1 

515.0 
111.4 

74.1 

711.0 

48.2 

2,807.9 
127.7 

2,680.0 
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Although the crisis assumed dramatic proportions in 

the 1980s, the process of declining growth set in much 

earlier. A broad indication of this is given by the trend 

in GDP per capita growth which declined from 3.7 per cent 

per annum over 1965-73 to 0.7 per cent in 1973-80 and about 

-3 per cent in the 1980s. 

While international economic forces have always played 

a negative role in determining the level of economic 

accivity in African countries, they assumed a decisive 

siqnigicance in the 1980s were this was not the case. It 

WO:J.ld be difficult to account for a simultaneous 

decerioration in the performance of the great majority of 

Su~-Saharan countries. As in other regions, the 

international economy adversely affected the situation in 

African countries in the 1980, primarily through four 

machanism: 

1. The deterioration in terms of trade 

2. Increase in real interest rate on external debt. 

3. Reduced inflow of resources and 

4. Massive capital out flow. 

PRESSURES FOR ECONOMIC REFORM:- As a result of their 

coantries generally poor economic performances, African 

governments have been coming under incresing pressure to 
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liberalise their public economic policies. Such pressure 

has come from a variety of sources. Traditionally, at 

least during the 1970s and early 1980s, the most direct 

pressure came from the IMF by the way of conditionality for 

its financial support; that is the IMF required Specific 

policy changes, usually in the area of exchange rates (i.e. 

devaluation) , and reductions in government spending before 

a new loan agreement could be signed. 

Newer and perhaps more zealous pressures are now 

coming from the World Bank and the=U=S--~A~g~e=n=c~y---=f=o=r 

International Development (USAID) Additionally, pressure 

has originated and grown internally, as more people have 

become increasingly dissatisfied with their declining 

standard of living and the poor economic performance in 

their own countries. 30 Specifically, the 1981 World Bank 

Study proposed four major and basic policy changes which it 

viewed as critical. 

(I) correcting 

currencies; 

the exchange rates of overvalued 

(II) improving price incentives or exports and agriculture; 

III) protecting industry in a more uniform and less direct 

way and, 

(IV) reducing direct governmental controls. 

30. Source: South of the Sahara - (p.25-6) 1987. 
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According to the conditions set out by the IMF: An 

eligible member country may qualify for a structural 

adjustment facility loan by demonstrating that it has a 

need for the resources, that it faces protracted 

balance-of-payments problems, and that it is prepared to 

implement a programme designed to promote macro-economic 

and structural adjustment and Growth in the medium term. 31 

Conclusion 

The adjustment process constitutes a derailment of a 

process of capitalist transformation of colonial economies 

into normal 'periphera' capitalist economies, with more or 

less national control. It is a defeat of the nationalist 

project by international capital. Ans so, if the main 

intention of international finance has been to torpedo the 

nationalist attempts to establish indigenous capitalist 

classes and thereby increase foreign control of African 

Societies, then the current programmes are succeeding as 

sector after sector of African economies is recaptured by 

international capital or forces through privatisation, 

'policy:dialogues', re-expatriation of key state and 

parastatal managerial positions and net out flow of 

31. South of the Sahara -- 1987, (p. 26) . 
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capital. 

If the intention is to change the internal balance of 

forces between labour and capital in favour of the latter 

and to thus cheapen the social reproduction of labour, then 

the policies are on track as real wages decline every where 

and retrenchment swells the reserve army of the Urban 

unemployed. 

In the next chapter we shall review and assess the 

SAP, that, what is SAP? and why it is failing so far? 
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AFRICAN ECONOMY UNDER STRUCTURAL ADJUSTMENT 
PROGRAMME 

INTRODUCTION 

In most recipient countries (of Africa) , the general 

feeling towards IMF loans, and the structural adjustments 

programme that is part of the lending package is less than 

favourable. The general consensus in these countries is 

that the loans and the programmes are doing more harm than 

good to their economies. This consensus is to a certain 

extent justifiable, especially in African countries were 

structural adjustment is currently in place since the 

citizens are yet to see any real improvement in their 

economic welfare. 

Instead, they all seem to be worse off, with inflation 

in most of these countries going through the roof, while 

their incomes remain static. It is also a widely held 

belief that the conditionalities are too general and do not . 
really take into consideration country specific problems. 

Also it is claimed that even though IMF loans account 

for only 19 per cent of the overall debt commitment of 

African countries, over half of these countries, gross 

domestic product goes to the Fund in debt servicing. 
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In its early years, the IMF rejected the notion that 

developing countries should be treated as a special case 

and thus given preferential treatment. However, in the 

ensuing years, the attitude changed as reforms were 

introduced to take the issue aboard. The change was not 

about trying to create equity, rather it was an acceptance 

that developing countries especially the poorer ones, most 

of which are in Africa, had unique balance of payment 

problems totally different from those in most 

industrialised countries. 

Most economies in Africa are reliant on raw materials 

for their foreign exchange earnings, the price of which are 

determined not by those countries but the buyers who are 

mainly the industrialised western countries. 

The lack of technology know how also plays a crucial 

role in these economies as most of their produce, such as 

cotton and cocoa cannot be processed locally, and have to 

be exported abroad for processing. The finished product is 

usually bought back at higher prices set by the foreign 

exporters. Therefore, managing a balanced term of trade 

position is well beyond the capabilities of these poor 

countries, which are then forced to borrow to pay for most 

of their imports as well as for domestic development of 

infrastructure. 
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In the past, many of these countries could access 

commercial loans from banks, but the 1980s saw most of 

these countries becoming increasingly un-credit worthy. 

There was no other option, except turning to the IMF and 

the World Bank for loans and aid to boost their efforts to 

develop their economies. 

The last decade, has seen the reliance on IMF funding 

increase quite dramatically among African countries, and in 

order for these countries to gain access to the Fund's loan 

facilities they had to satisfy certain conditionalities 

including implementing structural adjustment programmes, 

which involve devaluating currencies, removing exchange 

controls and other economic changes which 1n the Fund's 

view were construed as impediments to trade and free market 

principles. 

However, instead of improving the economic welfare of 

the populace in these countries, these programmes have had 

in most instances achieved the opposite. A higher 

. percentage of these countries, GDP is constantly being 

allocated to servicing debts, while at the same time 

inflation has risen drastically and incomes have plummeted. 

Although the principle behind these programmes make strong 

economic sense in the long term, the short-term targets and 

loan repayments aspects seem in the extreme unrealistic and 

ill thought out. Debt repayment by most of these countries 

currently far outstrip the sums they receive in loans from 
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foreign sources. 

It has been strongly argued by critics of the IMF, 

that too much emphasis is being placed by the international 

financial community on adjustment programmes relative to 

financing. It is argued that this over-emphasis, has 

resulted in the global economic welfare being adversely 

affected. 

What is Structural Adjustment Programme 

The terms "structure" has long been associated with 

the structure of production at the Macro-economic level and 

in particular with the level of resource-allocations to the 

tradable sectors and the ability to generate foreign 

exchange earnings . The structure of the economy, 

therefore, figures in the "two-gap" and foreign-aid" 

literature of the 1960s and 1970s which examines the 

conditions in which the foreign exchange gap, rather than a 

savings gap, may be the binding constraint on development 

and/or the main beneficiary of foreign aid. 

Because existing production structures were inherently 

unstable in macro-economic terms, and placed constraints on 

the value of national output and its rate of growth, the 

International Monetary Fund (IMF) and the World Bank have 
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developed specific lending, initiative to address the 

problems. They provide balance of payments and budgetary 

support conditional on reform of the policies and weakness 

that have resulted in structural problems. (Source: 

According to FAO; UN Publications, 1996.) 

The need for these initiatives was given additional 

force by the series of external shocks experienced by 

African economies in the late 1970s and early 1980s. These 

included rising interest rates, increases in the price of 

oil and a deep recession in the developed world. 

There is at present considerable controversy 

concerning the relative blame that should be attached to 

internal or external factors for the original and 

' 
continuing problems besetting African economies. 

Adjustment programmes pursued in sub-Saharan Africa 

during the 1980s, have generally consisted of two 

categories of policy:- Stabilisation Policies that work on 

the demand-side to bring absorption into line with output 

and sustainable capital inflow, and, structural or 

supply-side policies that act to increase output over the 

medium term (Fig. (i) (ii) 
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In practice, this 

Stabilisation policies, 

distinction 

such as 

is not clear 

devaluation, 

cut. 

have 

structural or supply-side implications while structural 

policies such as subsidy removal have implications for 

stabilisation. 

The success of World Bank Policy has recently been 

proclaimed in Adjustment in Africa: reforms, results, and 

the road ahead; (New York, published for World Bank by 

Oxford University Press, 1994), which maintains that the 

Bank's Macro-economic policies 

performance, and that, in general, 

of implementation, the better 

have improved economic 

the greater the degree 

the results, But our 

assessment of this policy research report is intended to 

show that the presented data fail to support this claim and 

even bolster the contrary thesis. 

Logic of SAP 

When governments found themselves unable to pay for 

their current imports - even for the most essential items, 

or to pay the interests on their foreign debts or raise new 

loans, or to secure commercial trade credits, they were 

forced ·into the arms of the international receivers of 

bankrupt governments, the International Monetary Fund (IMF) 

and the World Bank. The International financial 

institutions not only controlled the available source of 
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money but also, in the light of the abject failures of 

governments own policies, offered the only plausible 

strategy for economic reform. 1 

Typically, governments agreed initially to adopt 

austerity programmes, cutting government expenditure and 

thus wages and employment, raising price and reducing 

subsidies. 

More or less willingly African governments adopted 

variants of the structural adjustment programmes' on offer 

from the IMF and the World Bank. These entailed moves in 

the direction of liberalising external trade and of 

commodity prices and internal trade, cutting back 

government spending, reducing subsidies on food and fuel, 

pri vatisation of parastatal enterprises, raising charges 

for education, health and other services, and lowering 

wages and removing measures to protect employment. 

Central to the whole strategy of SAP is devaluing the 

currency. This is intended to encourage }ega~ exports and 

constrain demand for imports. It is necessary if imports 

are to be liberalised and licences replaced with tariffs, 

and for government to regain control over unofficial 

currency and commodity markets. It is essential to 

1. ROAPE: Review of Africal Political Economy, No.60: pp-
220, 1994. 
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eliminate the opportunities which rationing overvalued 

currencies, and imported goods, creates for the corrupt 

enrichment of those who control the allocation of foreign 

exchange. 

A radical devaluation is the essential key to any 

strategy of structural adjustment but is not sufficient, 

even to itself. If people are to be persuaded to hold a 

currency and to invest in the production of goods sold for 

that currency, it must be stable, as well as convertible. 

Otherwise, anybody who is able to do so will spend or 

convert it as fast as possible, 

devaluation. 2 

pending a further 

The Basic Ideas : - Overall, the mainstream, Marxist and 

Non-Marxist economics are based on the idea that all labour 

is at least as productive forces sufficient to produce a 

surplus-value. Both the theory of labour-value and 

exploitation as well as the theory of a clearing of the 

labour market, if only wages are sufficiently low are based 
• 

on this idea. Liberal economic policies are'necessary to 

match market prices, more or less to the costs of 

production and to bring internal prices into line with 

border prices. As Karl-Marx, a well-known student of 

Adam-Smith well understood, the Law of Value, works through 

2. ROAPE: No.60; pp-221, 1994. 
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the exchange of conunodities in competitive markets. Far 

from overcoming the inequalities and instabilities 

generated by a market economy, state interventions have 

tended to exacerbate them as the most vulgar Marxist theory 

of the state would lead one to expect. 3 

Secondly, the SAP are based on the idea that surplus 

will be turned into profit at any level of surplus provided 

that there is competition. 

From the very beginning the design and implementation 

of adjustment progranunes was highly controversial. The 

formulation of structural adjustment programmes is based on 

the so-called absorption approach. According to this 

approach, a current account deficit is reflected in the 

fact that internal absorption {the sum of private 

consumption, domestic investment and government 

expenditure) exceeds domestic production or income. The 

difference 

domestic income {Y) 

domestic absorption {A) 

balance on current account 

between 

is reflected in the 

CA = Y - A. 

The current account shows a surplus, if income exceeds 

absorption and vice-versa. This identity implies that a 

3. ROAPE : No.60, p-221, 1994. 
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current account deficit can be reduced by a relative 

decline in absorption or by a relative increase in income. 

An excess of absorption over income can be financed only 

through transfers from abroad and capital imports. 

It will be reflected in an increase in net foreign 

indebtedness of non bank residents and/or in a decrease in 

net foreign assets of the banking system. Balance of 

payments adjustment refers primarily to the process by 

which the current account balance is made to conform with 

sustainable capital flows. Adjustment programmes 

therefore, typically aim at reducing a 'current account 

deficit to fit a sustainable net inflow of capital. 

The so-called monetary approach to the balance of 

payments has been translated by the IMF into a financial 

programming framework, and provides the basic theoretical 

foundation for its adjustment programmes. It aims at 

reducing aggregate demand to a level which is compatible 

with available domestic production and financing from 

abroad. 

This approach assumes that if the supply of money (the 

sum of .the changes in international reserves and domestic 

credit) exceeds the demand for money, it will be spent 

until holdings of real money balances reach the desired 

level. An increase in domestic credit, therefore, which 

-
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raises money supply above the desired level will thus be 

offset by a corresponding decrease in net foreign assets. 

It should be noted, however, that the model explicitly 

assumes "small-country" conditions, which implies that th~ 

domestic price level is determined by foreign prices 

through purchasing power parity. This in turn means that 

the demand for money is effectively independent of changes 

in domestic credit. In other words, domestic demand 

(absorption) will exceed domestic-supply (income) and 

foreign savings (changes in net foreign indebtedness) when 

the growth in domestic credit exceeds the growth in money 

stock. 

Therefore, a ceiling on domestic credit will determine 

the change in net foreign assets, that is, the balance of 

payments. Hence, this ceiling constitutes the most 

fundamental performance criterion in IMF programmes . 

Moreover, ceilings on internal and external credits to the 

public sector are fixed in all IMF programmes,in order to 

limit the utilisation of available resources by this 

sector. 

The financial programming framework can thus be used 

to determine both the overall balance of payments and its 

components: and it can be easily linked to monetary policy 

and to the fiscal accounts of the government. In countries 
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with fundamental balance of payments disequilibria, 

involving serious structural impediments to growth, 

structural adjustment policies (supply-side and 

expenditure-switching measures) currently play a major 

role, in conjunction with stabilisation measures, with the 

object of reducing macro-economic imbalances. 

In the short- term, these measures aim at an 

improvement in the utilisation of existing productive 

capacity and increased exports. Typically, they include 

the relaxation or removal of domestic price controls, 

currency devaluation, reform of the fiscal system, and 

liberalisation of the foreign exchange and trade regimes. 

In the medium-term, the objective is to increase 

production capacity and investment, based on the improved 

use of existing resources, increased savings, and a 

reduction in government involvement in the economy. 

The theoretical foundations of adjustment programmes 

are largely influenced by neo-.classical thinking. This 

holds true in regard to both the stabilisation component of 

the programmes as well as their structural adjustment 

component. In substance, neo-classical theory denies that 

money has any impact on the equilibrium conditions of the 

economy (neutrality of money) . As a consequence, the main 

objective of monetary policy consists in avoiding policies 
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which aim at manipulating equilibrium conditions. 

In fact, this understanding stems partly from the 

neo--classical view of money functions. According to this 

concept, money is held by individuals to satisfy their 

transaction needs, thus, constituting a kind of mirror 

relationship between the real economy and the monetary 

sphere. However, as was already stressed by Keynes, 

individuals also hold money for speculative needs. This 

refers to the fact that money economies are associated with 

insecurity owing to the potential change in the value of 

Money. These economies functions essentially through 

time-contracts between money-holders and borrowers. 

Therefore, as Riese4underlines, the theory of money-economy 

is essentially a theory of interaction between lenders and 

borrowers. The readiness of money-holders to give-up 

liquidity and to lend, as well as the rate of interest, 

depends on their appreciation of the risk linked with 

lending. An important function of money in a money economy 

is therefore to permit contracts between money holders and 

borrowers over a certain timeframe. 

Taking this into account, the expectations of 

money-holders become a crucial variable. This is true both 

4. H. Riese: Entwicklungs strategy and economy theory, New 
York 1986, pp.157-196 here 172. 
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for commercial banks and for households. Consequently the 

Central bank does not have sole control over the credit 

volume, or as Riese put it, in a decentralised monetary 

economy, money-holders are not in the services of the 

central bank. It lies within the competence of the 

commercial banks to decide on credit approvals and within 

that of other money-holders to give-up liquidity. These 

decisions depend on their appreciation of the overall 

economic and political environment and in particular on 

their appreciation of the risk linked with lending. 

Therefore, both the money-supply and the demand for 

money are largely endogenous variables, dependent on the 

expectations of money holders. On the one hand, their 

expectations have an impact on the money supply. 

Whereas the central bank is in a position to reduce 

the supply of money over the medium term, credit expansion 

to the private economy depends largely on commercial banks' 

appreciation of the risk linked with lending and on 

other-money holders' appreciation of the risk linked with 

giving up liquidity. In turn, the change in domestic 

credit has an impact 

above, this is in 

on the demand for money . 

contrast to the basic 

As seen 

financial 

programming model of the IMF, which assumes that the 

variables determining the demand for money are independent 

of the change in domestic credit. But certainly 
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empirically more important than the impact of the change in 

overall credit on the demand for money is the composition 

of credit. The composition of credit (consumption, working 

capital, investment etc.) can influence considerably the 

level of income and production. Again the commercial 

banks' appreciation of the risk linked with lending and 

other money-holders appreciations of the risk linked with 

giving up liquidity can be seen as crucial variables here. 

The reduction in overall credit can be regarded as the 

main vehicle within structural adjustment programmes for 

decreasing inflation and micro-economic disequilibrium. 

However, as the various utilisations of credit might have 

different impacts on supply, the effect of credit 

restriction on inflation also depends largely on the 

structure of credit. 

It is argued here that the conventional approach 

neglects production and supply aspects. This is also shown 

by the fact that savings are usually considered as the 

central bottleneck for increasing growth. r't is assumed 

that savings are a precondition for investment, as the 

latter have to be financed by these resources. Following a 

production-oriented view, investment, induced by the 

positive profit expectations of money-holders, stands at 

the origin of the income creation process. Consequently, 

the savings rate is a largely dependent variable in the in 
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come-creation process, whereby imports have to play a 

contributing role. 

This relationship is evidenced by the equation: 

S I + Ex - Im 
(S = Savings, 1 = Investment, Ex-ExPort, and lm = Import) 

It can be concluded that profit expectations for productive 

investment, and the competitiveness of the economy in 

export production and import substitutions, have to be 

considered as the important variables for long term and 

sustainable stabilisation and growth, strategic variables 

which are neglected in the neo-classical view. 

It is important to note that the negligence of 

supply-side factors also concerns the utilisation of 

additional resources provided through external financing 

for adjusting economies, thus increasing the import 

capacity of the respective countries. This additional may 

be used for different purposes e.g. for the import of 

consumer luxuries, other consumer goods, investment goods 

or other inputs for productive use. The le~el of income 

may depend largely on how externally sourced domestic 

credit is used. This underlines again that real income 

cannot be treated as an exogenous variable, as is the case 

in the basic financial programming model. 
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It can be concluded that the overall credit ceilings, 

usually fixed as performance criteria in the structural 

adjustment programmes, might for several reasons have 

negative consequences for the level of production. 

First, the credit ceiling for the public sector might 

be realised through cuts in the investment budget as well 

as in operation and maintenance outlays, thus affecting the 

use of existing investment and infrastructure. 

Secondly, the composition of credit to the private 

sector might for some reason change at the expanse of 

credit for production. This might in turn impede not only 

structural adjustment but also stabilisation objectives. 

Evaluation Results of SAP 

This seems to be an opportune moment to review past 

experience with structural adjustment in the light of 

recently conducted evaluations. 5 

These evaluations do not indicate a reversal in the 

trends in growth and investment for most of the least 

developed countries undergoing SAP, on the contrary, these 

programmes were associated with significantly lower 

5. V.Corbo and S. Fischer: World Bank-supported Adjustment 
Programmes Africa's Adjustment and Growth in the 1980, 
Washington D.C. 1989 (p.14). 
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investment rates and lower savings rates. 

The World Bank emphasizes that average fiscal deficits 

declined in "intensive adjusting countries". However, for 

several reasons serious doubts can be expressed with regard 

to the sustainability of fiscal consolidation. 

First, according to the same report, investment in 

social and physical infrastructure has decli~ed. 

Secondly, even when recurrent expenditures were 

maintained in "intensive adjusting countries", due to an 

increase in interest payments and roughly unchanged wage 

bills, government outlays for operation and maintenance 

decreased. 

The decline in investment was found in both the public 

and the private sectors. The decline in the public 

investment/GDP ratio is certainly partly due to programme 

conditionality setting a limit on the overall budget 

deficit. 6 

The reasons for the still unsatisfactory investment 

rate of the private sector which can be considered as a key 

indicator for the sustainable restoration of growth are 

certainly more complicated. 

6. L. Seven and A. Solimano: Economic adjustment Invest
ment Programme inD.C. (p-117-138), 1980. 
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First, there is some evidence that the cut in public 

investment in sub-Saharan Africa may actually have exerted 

a significant negative impact on private investment. 

Especially investments in infrastructure such as roads and 

communications may be complementary to private investment. 

Secondly, the persisting high foreign debt service 

negatively affects private investment 

resources available for investment 

improvements in the micro-economic 

equally discouraging private investors. 

the final factor for explaining the 

as it constrains 

and may 

environment, 

impede 

thus 

This brings us to 

lack of investment 

response by the private sectors which in the overall 

credibility affects business confidence and may encourage 

private businessmen to use resources mainly for 

non-productive quick-turn-over activities. Indeed, 

according to some analyses, the counterpart of the decline 

in the investment ratio was that adjusting countries were 

able to boost private consumption more tha~ they might 

otherwise have done. 7 

Structural Adjustment Programmes promoted for over a 

decade as a panacea for low-income nations, have so far 

failed to unleash forces of growth, according to the UN 

7. See e.g. v. Corbo and S. Fischer, op.cit. 



Conference on Trade and Development (UNCTAD) . 

The African experience suggests that too rapid an 

exposure to import competition may have deterred some 

domestic enterprises from making the kind of restructuring 

investments that take time to yield results. Says UNCTAD 

Secretary-General Rubens Ricupero. 

His comments are contained in the Secretary-General's 

report prepared for UNCTAD IX-the 11th Conference of the 

agency scheduled for April-May in South Africa. 

In a Chapter devoted to promoting enterprise 

development and competitiveness, the report notes that over 

the past decade nearly all developing countries and 

transition economies have enacted an array of institutional 

and economic reforms. 

These have been aimed at liberalising the environment 

for enterprise activity. These efforts were beginning to 

bear fruit, but not without a degree of restructuring and 

dislocation. 

While the liberalisation of domestic market was 

encouraging greater private sector activity, with some 

impressive double-digit annual growth in private sector, 

several Asian and Latin American 
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Sustained growth of exports of developing countries 

has been due to private enterprise domestic and foreign. 

But liberalisation of trade has also meant many enterprises 

have had to close down. 

Newly privatised or incorporated enterprises have been 

stimulated to rationalise their production methods. But 

they have also shed workers and the pool of unemployed has 

consequently grown. 

In many 

implemented in 

countries, market 

the context of 

reforms have 

SAPS while 

been 

their 

stabilisation objectives have met with some success, the 

persistence of low growth conditions have discouraged 

capital outlays of modernisation of equipment, capacity 

expansion and exploration of new business opportunities. 

Cutbacks in public expenditures 

countries have prevented investment 

institutional and standard scientific 

infrastructures required by local 

in many developing 

in basic physical, 

and technological 

and 'foreign-owned 

enterprises to be able to operate profitably. 

The supplier response has been particularly weak in 

Africa. A major inhibiting factor has been scarcity of 

enterprises in general, and their low initial levels of 

capabilities in particular. 
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Inefficient producers, enterprises lack of know-how to 

tap emerging market opportunities and the problem is 

aggravated when infrastructure and institutional support is 

limited, as is the case in many LDCs. 

In transition economies market implementation has been 

slowed by necessity to overhaul institutions with 

considerable historical, 

dominance. 

economic and social-political 

Public 

difficulty 

enterprises have 

in adopting to market 

generally 

reforms, 

faced more 

partly because 

governments have laid greater stress on improving financial 

performance rather than on efficiency. Reduction of size 

of the public sector has received greater attention than 

need to improvement management. Success in cutting 

relative size of the public sector in developing countries 

has been limited. 

Overall, the report says, enterprises in developing 

countries and transition economies will need to continue to 

restructure and improve competitiveness if they are to meet 

successfully the challenge of competing imports or to 

penetrate foreign markets. 

While foreign direct investment and other types of 

foreign collaboration can help improving competitiveness, 
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particularly in manufacturing sector, and while almost all 

developing countries and transition economies can point to 

a few such projects, many countries are disappointed in the 

interest shown so far by the foreign enterprises. 

Despite liberalisation by countries of the framework 

for foreign investment, foreign investors have not been 

enticed because of high transaction costs and inherent 

risks of investment in collaboration with weak and 

inexperienced local partners. 

Referring 

noted that 

extrapolation, 

to the East 

there could 

there were 

Asian experience, 

be no across 

several features 

the 

the 

of 

report 

board 

that 

experience that could be used, and it is possible to 

influence the market place to set priorities and map out 

strategies to serve the long term interests of the 

enterprise sector and the economy as a whole. 

The report identifies the creation of an enabling 

environment for entrepreneurship and enterprise activity as 

one of the most important roles of public policy 

intervention, including government measures and 

international financial support of such measures. 

Also essential are institutional legal and commercial 

frameworks defining the market conditions for transacting 

business. 



An important aspect is the quality of the working 

relationship between government and the private sector. 

All governments regulate the private sector in one way or 

another. How this is done often matters more than why? 

Quite often well-intentioned policies to correct market 

failures have the opposite effect, while interventionlist 

policies can be market friendly when formulated in a 

transparent and non-discriminatory manner. SAPs the report 

says, should include strong measures in favour of such 

enterprise development. 

Source: - New Age Weekly, February 11/17, 1996 (p-11). 
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f'H \PTF.R(fiLPART II 

SAP : A Failing Grade So far 

Economic performance in Sub-Saharan Africa during the 

past decade and a half has been unsatisfactory. Real per 

capita incomes continued to decline, thus widening the gap 

in living standards relative to other developing countries. 

In contrast to the strong gains recorded by other 

developing countries, particularly in Sub-Saharan Africa 

experienced further losses in per capita real GDP of almost 

1 per cent a year during 1980-85; these losses continued 

during 1986-94, but at a somewhat lower rate of 1/2 of 1 

per cent. 

The external environment has been generally 

unfavourable, with sharp declines in world commodity prices 

and substantial lossRs in the terms of trade of sub-Saharan 

African countries. 

Real GDP growth for sub-Saharan African countries as a 

group averaged 2-1/2 per cent a year during 1986-94, 

Aggregate inflation has been high, because of hyper 

inflation. As in Zaire, where annual inflation rose to 

23,900 per cent in 1994. Excluding Zaire, consumer price 

inflation in sub-Saharan Africa remained within a range of 

14 - 36 per cent, without any clear trend, and averaged 24 

per cent a year during 1986-94 (Table 4 (i) (ii) (iii). 
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Table- 4 (i) 

Sub-Saharan Atr~ca: Growth, Inflat~on and P~scal Performance 
'------

Average Estimates Projections 

1980-85 1986-94 1996 1993 1994 199S 1996 

Annual percentage change 
Real GOP growth 

Sub-Saharan Africa 

Strong adjusters 

Slow adjusters 

CFA franc countries 

Real per capita 
GOP: 

Sub-Saharan Africa 
(Excluding Zaire) 

Strong adjusters 

Slow adjusters 
(Excluding Zaire) 

CFA franc countries 

Consumer price 
inflation: 

Sub-Sahara Africa 

(Excluding Zaire) 

Strong adjusters 

slow adjusters 

CFA franc countries 

Overall Fiscal 
Balance 

sub-Saharan Africa 

Primary Fiscal 
Balance 

Total Government 
Revenue 

2.3 

1.5 

2.7 

4.9 

-0.9 

-1.6 

-0.6 

1.6 

22.4 

20.0 

26.6 

20.3 

10.2 

-6.0 

-3.6 

15.2 

2.5 

4.0 

1.7 

0.2 

-0.5 

0.9 

-1.3 

-2.7 

246.6 

24.4 

24.4 

379.5 

4.5 

In 

percent 
of GDP 

-8.7 

-3.3 

17.9 

3.7 

4.0 

3.5 

3.7 

0.6 

1.0 

0.4 

0.6 

17.2 

14. 1 

25.4 

13.0 

3.4 

-6.6 

-2.7 

18.0 

Total Government 21.2 26.5 24.6 
Expenditure· 

Source: World Economic Outlook, 1995 

1.5 

4.0 

-1.5 

- 1 . 5 

1.0 

-3.0 

-4.4 

144.5 

32.9 

21.4 

217.2 

-0.9 

-11.4 

-5.4 

16.4 

27.8 

0.6 

3.8 

-1.4 

1.7 

-2.4 

0.8 

-4.3 

-1.3 

5.0 

5.2 

5.0 

4.9 

1.9 

2.2 

1.8 

1.8 

1428.3 39.7 

36.4 29.9 

25.4 14.2 

2281.0 55.3 

30.4 12.1 

-8.9 -7.0 

-2.8 -1.7 

16.7 17.2 

25.5 24.1 

5.3 

5.4 

5.2 

5.2 

2.2 

2.4 

2.0 

2.2 

11.7 

11 . 'J 

7.1 

14. 6 

3.'J 

-5.8 

0.2 

25.7 



Table- 4 (II) 

Sub-Saharan Africa: External Sector Performance 
Average Estimates 

1980-85 1986-94 1986 1993 1994 

External Current 
Account 

Annual percentage of change 

Sub-Saharan Africa 

Strong Adjusters 

Strong Adjusters 

CFA Franc Countries 

External Debt 

Sub-Saharan Africa 

Strong Adjusters 

Slow Adjusters 

Franc CFA Countries 

-5.3 

-5.4 

-5.3 

-8.6 

196.1 

257.3 

177.2 

187.6 

Nominal Effective Exchange 
Rate: 1985=100 

Sub-Saharan Africa 

Strong Adjusters 

Slow Adjusters 

CFA Franc Countries 

Real Effective 
Exchange Rate 

Sub-Saharan Africa 

Strong Adjusters 

Slow Adjusters 

CFA Franc Countries 

Terms of Trade 

Sub-Saharan Africa 

Strong Adjus~ers 

Slow Adjusters 

191.1 

276.8 

148.9 

99.1 

105.6 

125.4 

96.0 

105.0 

98.4 

98.4 

98.2 

96.2 

-6.6 

-7.1 

-6.4 

-8.3 

350.7 

338.9 

356.0 

320.6 

53.3 

56.2 

51.7 

131.8 

57.2 

64.2 

53.3 

99.2 

72.6 

89.8 

63.0 

68.4 

Source: World Economic Outlook-1995. 

-7.7 -7.0 -6.3 

-5.0 -8.3 -7.4 

-8.9 -6.3 -5.6 

-10.6 -7.4 -5.5 

In per cent of export 

321.3 

306.4 

327.9 

227.7 

77.5 

80.1 

76.2 

108.1 

82.1 

87.9 

79.1 

108.8 

83.0 

103.1 

72.6 

86.9 

388.8 

388.2 

389.1 

395.6 

49.5 

46.9 

51.0 

173.6 

46.8 

53.1 

43.1 

94.8 

65.4 

79.8 

56.9 

58.8 

392.0 

360.5 

409.8 

377.0 

l5. 1 

35.2 

35.1 

96.4 

42.4 

49.5 

38.2 

59.6 

66.3 

86.3 

54.2 

59.7 

Projections 

1995 

-5.2 

-7.0 

-4. 3 

-4.5 

354.9 

342.5 

361.3 

329.0 

67.0 

86.2 

55.2 

64.5 

19% 

-5.8 

-5.5 

-5.~ 

- 3 . 8 

3 34. "i 

323.8 

340.1 

297.5 

67.0 

85.1 

55.8 

64.8 



T;abl"'- 4 fiii) 

Sub-Saharan Africa: Saving and Investment 
(In percent of GOP) 

Average Estima Pt-o"i ec 
tes tiont; 

<;ross_ Investment 1980-85 1936-94 1986 1993 1994 1995 1996 

Sub Saharan Africa 16.5 17.7 17.9 16.0 19.9 22.3 22.0 

Strong Adjusters 11.3 19.9 14.9 20.1 23.0 24.2 24 . .3 

Slow Adjusters 19.2 16.6 19.3 13.8 18.1 21.3 20.4 

CFA Franc Countries 23.0 17.0 21.3 14.4 16.3 18.1 18.8 

Government 
Invest;ment 

Sub-Saharan Africa 8.2 6.7 7.5 6.7 6.9 7.9 7.S 

Strong Adj•Jsters 4.5 7.1 6.2 7.4 8.2 7.7 7.8 

Slow .l\.djusters 10.2 6.5 8.2 6.3 6.1 8. 1 7.4 

C~FA Franc Countries 10.4 5.9 8.8 4.3 5.4 5.5 5.7 

Private Investment 

Sub-Saharan Africa 8.2 11.0 10.4 9.3 13.0 14.3 14.5 

Strong Adjusters 6.8 12.8 8.7 12.7 14.7 16.5 1 I) .t'i 

Slow Adjusters 9.0 10.0 11.2 7.5 12.2 13.2 13.0 

CFA Franc Countries 12.6 11.1 12.5 10.1 11.0 12.1) 1 ~ . l 

C3ross National 

Sdvings 

Sub-Saharan Africa 11.6 11. 1 10.2 9.0 13. I) 17.1 16.2 

Strong Adjusters 5.8 12.8 9.9 11.7 15.5 17.2 18.7 

Slow Adjusters 14.7 10.2 10.4 7.6 12.5 17.1 14. 5 

CFA Franc Countries 15.1 8.7 10.7 7.0 10.8 13.7 15.0 

Government ~aving 

Sub-Saharan Africa 2.2 -1.9 -1.0 -4.7 -12.0 1.0 1.8 

Strong Adjusters -1.8 0.9 -1.0 1.5 2.5 3. l 

Slow Adjusters 4.3 -3.4 1.9 -7.0 -3.9 0.3 0.8 

Priv!ate Savingf,Z 

Sub-Saharan Africa 9.4 13.0 9.3 13.7 15.5 16.1 14.4 

Strong Adjusters 7.7 12.0 10.9 11.8 14.0 14.7 15.4 

Slow Adjusters 10.3 13.6 8.5 14.6 16.4 16.8 13.7 



***table 1,2,3after thenoage**~ 

It is a matter of concern that all current FDI 

Projects come with no export-obligation. As these projects 

become operational, one shudders to think about the balance 

of payments implications of profit repatriation., 

Certainly the experience of Africa is not very 

encouraging: between 1982 and 1992, while total FDI inflow 

into Africa was around $.15 billion, 

repatriated $.8.6 billion in profits. 

US MNCs alone 

In broad terms, however, 

Sub-Saharan African countries as 

financial policies 

a group fell short 

in 

of 

bringing inflation under control and reducing exte~nal 

imbalances. The stance of fiscal policy, as measured by 

changes in the primary government budget balance as a ratio 

to GDP, fluctuated from year to year, with increasing 

interest payments on public debt, the overall budget 

deficit, widened markedly, to about 9 per cent of GDP by 

1994, a level still significantly higher than that required 

to stabilise the ratio of public debt to GDP. The growth in 

money supply also fluctuated from year to year, reflecting 

in part a sizable variability in the velocity of 

circulation, remain negative for sub-Saharan Africa. In 

the early 1990s the external environment of sub-Saharan 

African countries worsened sharply as a result of a marked 

weakening in economic activity in industrial countries, and 
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a collapse of economic activity in the countries in 

transition. These events exacerbated the long term 

downward trend in real commodity prices and resulted' in 

large cumulative losses in the terms of trade of African 

countries, amounting to about 34 per cent between 1985 and 

1995 for sub-Saharan Africa as a whole. 

Table 5 

Changes in Micro-economic Policies - Growth in Agriculture and 
Manufacturing; Investment and Saving Ratios 

1981-86 1987-91 
Agriculture (%) 

Large 
Improvement Mean 3.7 2.0 

Median 4.2 2.4 

Small 
Improvement Mean 2.2 2.7 

Median 3.1 2.8 
Deterio-
ration~ Mean 1.9 2.6 

Median 2.3 3.3 
All 
Countries Median 3.1 2.8 

Investment/GDP (%) 

Large 
Improvement 

Small 
Improvement 

Mean 
Median 

Mean 
Median 

Deterioration Mean 
Median 

All 
Countries 
7.7 

Median 

1981-86 

16.6 
19.6 

16.1 
16.4 

16.2 
15.8 

'l' 

17.2 

Source: Review of African 
P-562, 1994 

1987-91 

20.4 
16.1 

16.1 
16.6 

16.5 
12.6 

16.3 

Political 

1981-86 1987-91 
Manufacturing (% 

-0.4 4·. 6 
-0.3 4.4 

2.6 8.0 
4.2 5.6 

6.4 6.9 
5.9 5.8 

3.0 5.5 

Savings/GDP (%) 
1981-86 1987 

8.1 10.0 
7.9 7.9 

5.5 7.7 
3.7 6.9 

18.1 13.1 
16.4 13.4 

6.1 

Economy (ROAPE) 



In table 6 ag~::-icul tural growth performance is 

inversely related to the change in macro-economic policies: 

average annual agricultural growth rate declined from 3. 7 
.. 

per cent to 2.0 per cent between 1981-86 and 1987-91, for 

the countries with the largest improveme:r:t, in 

macro-economic policies, while that of the countrie& with a 

deterioration in macro-economic policies rose from 1.9 per 

cent to 2.6 per cent over the two periods under 

consideration. 

The pay-off to policy reforms are less impressive, in 

terms of industrial growth. The Report goes to great length 

to discredit the argument that structural adjustment 

programmes have an anti-industry bias and that they lead to 

de-industrialisation in Africa. 

Table 6 

Sub-Saharan Africa Simulated Effects of Zero GDP 
Growth on the Rest of the World 

Year Agri- Non-Agri Agri- Non-Agri GDP 
cultural cultural cultural cultural 
Export Export Import Import 
( ••. % Changes over base line projections) 

1993. -0.50 -0.64 -0.01 -0.04 -n.o5 
1994 -1.51 -2.06 -0.06 -0.13 -0.17 

Excluding Nigeria, (In 1995, per head declined in food 
production 5 percent in Africa, 

Source: FAO, 1995 
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Table 7 

Some Economic Indicators. 
Sub-Saharan-Africa . (Percentages) 

GDP 
Agriculture 
Industry 
Services 
Manufacturing 
Government consumption 
Private consumption 
Gross domesticinvestment 
Export 
Import 

1965-80 

5.6 
1.6 
9.4 
7.5 
8.5 
8.1 
4.9 
8.8 
6.6 

19.5 

1980-86 

-0.0 
-1.2 
-1.5 
0.1 
0.3 

-1.0 
0.7 

-9.3 
-2.1 
-7.7 

Source: World Bank, World Development- Report, 1988 

Sub-Saharan Africa 

.1975-82 83-89 90-94 1995-2000 

Real GDP 2.6 2.6 1.6 4.5 

Per Capita -0.2 -0.3 -1.1 1.9 

Income 

Consumer Prices 16.1 16.0 26.1 8.5 

Savings 25.2 18.7 17.8 20.5 

Investment 29.0 20.0 21.1 22.3 

Current account -3.8 -2.2 -3.4 -1.8 

balance 

Summary of World output (Annual Percent change) 

77-86 87 88 89 90 91 92 93 94 

Africa 2.1 1.6 3.6 3.4 2.0 1.9 0.8 0.7 2.7 
Asia 6.9 8.1 9.1 6.0 5.6 6.4 8.2 8.7 8.6 

Source: World Economic Outlook, 1995. P-101 

7o 

95 96 

3.7 5.7 
7.6 7.3 



The widening external financing requirements of 

Sub-Saharan African countries were covered mainly by 

increasing inflows of foreign assistance in the terms of 

grants and concessional long term loans and by debt 

reschedulings by Paris club and other creditors. Several 

countries also accumulated external debt-service payments 

arrears. Inflows of foreign direct investment remained very 

modest 

Despite 

official 

and were exceeded by private capital outflow. 

sizable debt forgiveness provided by several 

creditors, the external public debt-burden of 

sub-Saharan African countries as a group increased markedly 

during 1986-94. The debt to GDP ratio rose from an annual 

average of 33 per cent during 1980-85 to an estimated 98 

per tent by 1994, a level substantially higher than that of 

other developing countries. 

of export earnings and 

Moreover, with the stagnation 

major nominal exchange rate 

adjustments since 1990, the ratio of debt to exports 

increased sharply to about 390 per cent by 1994, almost 

twice its level during 1980-85. 8 

8. World Economic Outlook: 1995 {p-103) 
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Table 8 ••• 

Consolidated Change in External Financial 
Position of sub-Saharan Africa between 

1979-1981 and 1985-1987 
(billions of US dollars per annum) 

Terms of trade losses 2.9 

Increased interest payments 2.1 

Reduced Credit flow 2.4 

Reduced direct investment 0.2 

Total deterioration 7.6 

Increased official grants 1.1 

Net deterioration 6.5 

Source: United Nations: Financing Africa Recovery, 1985 
Excluding Nigeria. 

Table: Country wide data.*** 

Table follows 
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_.:,.lg~rla 

Angola 
Be tun 
Botswana 

Burkina Faso 
TaBurundi 
Camroon 
Cape Verde 
Central 
Afr.Rep 
Chad 
Comoros 

Congo 
Cot:e'd Ivore 
Djibout:i 
Equat:orial 
Guinea 
Ethiopia 
Gabon 
Gambia 
Ghana 
Gu1.nea 
Gu1.nea-

31 :;sa.u 

Kenya 
~esot:ho 

i·1adagascar 
i·laJ...~~Nl 

i'IJ~=il:. 

r-1aur~t.anl.a 

t-1aur1t1.us 

r1orocco 
Mozambique 
Namibia 
Nlger 
Nlgeria 
.Rwanda 
Sao Tome and 
Pr1.nciple 
Senegal 
Seychelles 
Sierra Leone 
Somalia 
Sout:h Africa 
Sudan 
Swazlland 
Tanzan1.a 

Togo 
Tunisia 
Uganda 
Zalre 
Zambi.3. 
Zlmb.:\b· .... ·e 

:.5 

3.9 

10.8 

3.6 

3.6 

8.0 

4.'5 
2.0 

0.9 

4.5 

7.1 

2.9 

0.4 

1.5 

1.6 

-4.5 
3.5 
1.1 

1.3 

:::.5 

1.:; 

3.1 

4.2 
-1.4 

2.1 

-1.2 
3.8 

:.o 
3.5 

0.3 

::.9 

::.o 
1.0 

3. 8 

1.8 

1.8 

4.5 
0.3 

1.0 

G. 3 

Table 8 (i) 

COUNTRYWIDE DATA 
Real GDP (Annual percentage change) 

1987 

-0.7 

9.4 
-1.5 

12.2 

-1.4 

5.5 

0.5 

7.6 
-2.9 

-1.8 

1.6 

0.2 

-1.6 

0.5 

4.4 

9.9 

-15.4 
2.8 

4.8 

3.3 

5.15 

5.9 

5.1 
1.3 

1.2 

1.<5 

1.2 

2.9 

10.8 

-2.7 

14.7 
3.1 

-3.6 

-0.7 

-0.3 

-1.5 

4.0 

4.9 
4.0 

4.1 
2.1 

1.3 

16.9 

6.1 

0.5 

6.7 
7.5 
2.7 

2.8 

-(I. 5 

1988 

3.15 

-1.9 

-8.4 

2.1 

14 .1 

6.6 
5.0 

-12.9 

7.6 

1.9 

13.8 
2.7 

1.8 

-2.0 

1.2 
2.7 

2.4 
3.5 
1.7 

5.6 

6.3 

6.9 

6.0 

12.9 

3.1 

3.4 
3.2 

-0.2 

3.1 

3.7 

10.4 
8.2 

7.0 

6.9 

9.9 

3.8 

2.0 

5.1 
5.3 

2.5 

-5.0 

4.2 
1.4 

10.0 

4.2 

6.2 

0.1 
6.1 

0.5 

1.9 

7. 3 

1989 

3.4 

4.9 
4.4 

-2.5 
9.2 

0.9 

1.3 
-3.5 
6.9 

2.3 

5.8 

-3.2 

2.6 
-1.1 

-0.9 

-1.2 

1.2 
7.0 

4.3 

5.1 

4. 0 

4.5 

4. 5 

11.9 

-10.8 

4.1 
1.3 

11.8 

2.2 
5.7 

2.5 

6.5 

0.7 

6.3 

7.2 

1.0 

3.1 

-1.4 

10.3 

2.4 
2.4 

2.4 

1.5 

3.5 
3.0 

3.9 

3.7 

6.0 
-1.4 

1.0 

4.5 

1990 

2.0 

-0." 
-5.3 
3.1 
7.3 

-1.5 

3.5 
-4.5 
2.4 

-2.3 
2.5 

1.0 

-2.1 

-0.6 

3.3 

-2.2 

4.0 
5.7 
3.3 

4.3 

3.2 

4.3 

4.~ 

0.3 

3.1 
5.7 

0.4 

4.7 

3.9 

1.0 

1.0 

-1.3 

8.2 
0.4 

-2.2 

4.5 
7.5 

-0.1 

-0.2 

-0.3 

8.8 

3.5 

0.1 

5.9 

5.4 
-2.3 
-0.5 

2.2 

Average 
1991 

1.S 

o.: 
-1.'5 
4.7 

7.6 

10.0 

5.0 

-6.7 

1.0 

-1.6 

13.2 

2.1 

-0.8 

1.3 

-1.1 

-1.0 
6.7 

2.2 

5.3 

2.4 
3.0 

2.3 

1.7 

2.51 

- t; . 3 

8.7 

-2.5 

~.6 

<5.3 

6.8 

4.9 

5.7 
2.5 

4.8 

0.3 

1.5 

0.7 

2.7 
0.7 

-1.0 

6.1 

3.8 

3.8 

-0.9 

3.9 

3.'5 
-7.2 

-0.2 

4."l 

1992 

0.8 

1.15 

1.3 

4.1 
2.3 
2.5 

2.7 

-4.8 
2.9 

-2.4 

8.1 

1.6 

1.5 

2.4 
13.0 

-3.2 

-3.4 
4.4 
3.9 

3.0 

2.R 

0.3 

2.6 
1.9 

1.1 

-7.3 

7.8 

1.7 

4.7 

-4.4 
-o.s 
6.4 

-6.5 

3.5 
0.4 

1.5 

2. 9 

6.9 

-0.8 

-2.2 
8.6 

3.8 

4.5 
-3.7 

8.0 

8.6 

-11.2 

-5.2 

-'5.:2 

n.~ 

-2. = 
-23.8 

3.: 

0.4 

-0.8 

-5.7 
-2.2 
4.3 

-3. 0 

-12.0 

1.3 
2.15 

0.8 

-2.3 

7.1 

-12.3 

3.7 

2.1 

5.0 
4.7 

2." 

0. : 

5.~ 

l. ~} 

St . .:; 

-(I .. ': 

'*·" 6.7 

-1.1 

19.1 

-2.2 

1.4 
1.6 

-1(1.;, 

1.3 

-2 .. 

5.a 
1.S 

1.1 

7.6 

4.1 

5.1 

-13.5 
2.1 

5.1 

-16.6 

9.:: 
~, ·. 
~·" 

.... 7 

3. 4 

2.8 

1.2 

-11. 9 

-3.8 

4.5 
5.8 

4.1 

o.z 
-1.5 

1.7 

-3.3 

2.5 

1.3 

0.3 

3.3 

4. (1 

<; .l 

l . ~· 

-:.~ 

4.7 

11.3 

5.4 

3.3 
-i . (l 

.. J.? 

·' 

...: . (1 

-1.1 

3. 5 

2.1 

5.5 

3.5 

5.0 

10.7 

4.4 

7.0 

-11.0 

..t.S 



Afr1ca 
•Algeria 
Angola 
Benin 
Botswana 
BurkJ.na Faso 
Burundi 
Cameroon 
Cape Verde 
Central African Rep. 
Chad 
Comoros 
Congo 
Cote d' Ivore 
Djibouti 
Equatorial Guinea 
Ethiopia 
Gabon 
Gamb1a, The 
Ghana 
Gu1nea 
Guinea-Bissau 
Kenya 
Lesotho 
Liberia 
Madagascar 
Malawi 
Mali 
Mauritania 
Mauritius 
Morocco 
~1ozamb1que. Rep. 
Nam1bia 
N1.ger 

N1ger1a 
R·,;anda 
Sao Tome and 
Prlnc:tple 

Senegal 
Seychelles 
Sl.erra Leone 
Somalia 
South Africa 
Sudan 
Swaziland 
Tanzania 
Togo 
Tunisia 
Uganda 
Zaire 
Zarnb1a 
Zimbabwe 

I -'7'f.~ t>L__ &'7 
Consumer 

15.7 
11.0 

8.9 
11.9 
8.3 
10.0 
11.0 
14.2 
10.7 
6.7 
7.4 
9.8 
11.0 
8.9 
18.1 
9.5 
10.0 
13.0 
58.2 
25.6 
30.2 
12.4 
14.4 
5.9 
15.7 
12.0 
11.4 
4.4 
12.3 
9.8 
13.3 

8.7 
15.8 
8.0 
5.7 

9.8 
7.2 
36.9 
35.5 
13.9 
27.9 
15.4 
24.7 
8.0 
8.3 
79.6 
52.5 
22.2 
12.5 

14.7 
5.9 

3.2 
9.8 
-2.9 
7.1 
2.8 
4.0 
0.8 
-2.7 
4.0 
1.2 
7.0 
4.2 
-9.0 
-9.5 
-1.0 
46.2 
39.8 
36.7 
86.8 
5.1 
11.6 
5.0 
15.5 
26.8 
-15.0 
8.2 
0.7 
2.7 

163.3 
12.6 
-6.6 
10.2 
4.1 
23.8 

-4.1 
2.6 
178.7 
28.1 
16.2 
21.5 
13.2 
29.9 
0.1 
8.2 
256.0 
89.8 
47.0 
11.9 

Source: World Economic Outlook, 

Table 8 
s~ 

Pricea 
17.5 
5.9 

4.3 
8.4 
4.2 
4.5 
1.7 
3.7 

-4.0 
14.9 
1.1 
4.0 
6.9 
6.4 
-3.4 
2.2 
-9.8 
12.4 
31.4 
27.4 
60.3 
8.3 
14.9 
9.7 
26.3 
28.0 
8.5 
6.3 
1.5 
2.4 
50.1 
12.9 
0.6 
34.5 
3.0 
41.2 

-1.8 
1.8 
32.7 
82.0 
12.7 
62.9 
12.2 
31.2 
0.2 
7.2 
180.1 
82.8 
54.0 
7.1 

( i i) 
gGJ 

(Annua~ 

19.6 
9.2 

0.5 
10.0 
-0.3 
11.7 
1.6 
6.9 
0.7 
-4.9 
5.7 
4.1 
1.0 
3.0 
5.2 
~.6 

6.6 
10.8 
25.2 
28.3 
80.8 
9.9 
14.4 
25.3 
9.0 
7.5 

-0.2 
9.0 
16.0 
3.1 
42.0 
15.1 
-0.8 
50.5 
1.0 
44.8 

0.4 
1.6 
62.8 
111.0 
14.7 
65.3 
12.9 
25.8 
-1.2 
7.7 
61.5 

104.3 
128.3 
11.6 

191f: (p-128-136) 
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.90 ~, ....91. 
Percentage' Change) 

16.3 
16.7 

1.1 
11.5 
-0.8 
7.0 
1.5 
6.6 

-0.2 
0.5 
1.6 
2.0 
-0.7 
7.8 
2.7 
5.2 
6.0 
10.2 
37.2 
19.4 
33.0 
15.7 
15.8 
10.0 
11.8 
14.0 
1.6 
6.4 
10.7 
7.0 
49.2 
12.0 
-2.0 
7.4 
4.2 
40.5 

0.3 
3.9 
111.0 
216.8 
14.4 
65.2 
13.5 
19.7 
1.0 
6.5 
33.1 
81.3 
109.6 
15.5 

24.7 
25.9 
80.1 
2.1 
11.6 

2.5 
9.0 
-0.6 
7.0 
-2.8 
4.0 
1.7 
0.1 
1.6 
6.8 
-0.9 
20.9 
1.9 
9.1 
18.0 
19.6 
57.6 
19.6 
14-::·o 

10.0 
8.5 
8.3 
1.5 
5. 6 ·. 

12.8 
8.0 

33.2 
11.9 
-1.9 
13.0 
19.5 
36.1 

-1.8 

2.0 
102.7 

15.3 
123.5 
13.0 
22.3 
0.4 
8.2 

63.0 

2,153.8 
93.4 
23.9 

29.7 
31.7 
299.1) 
5.9 
13.2 

- 2 . r) 

4.5 
1.9 
5 ., 

-0.8 
-3.8 
-1.4 
2.1 
4.2 
5.0 
0.9 
21.0 
1.5 
12.0 
10.1 
16.6 
69.6 
27.3 
18.8 
10.0 
15.3 
36.1 
-4.2 
10.1 
2.9 
5.7 

45.1 
17.7 
-1.7 

44.'5 
9.'i 

27.4 

3.~ 

65.5 

13.9 
117.6 
9.0 
22.1. 

3.7 

5.3 

-0.<; 

4,130.0 
191.3 
42.7 

2?.2 
:_::1. =: 

: ' -~; ~-

··.: 

-l.-i 

-2.~ 

-7. (1 

1.~ 

0.7 
2.1 
5.8 
::..6 
10.0 

2.2 

5.9 
25.0 
.., . 
' .... 
48.1 
46.0 
12.0 
10.0 
1~.2 
18.4 
o<l-9 
~.3 

8.~ 

5 ., 

8.6 

-- . ::; 
-~.3 

9.7 

~11. lr 

3.0 
23.5 

-3.6 

-t ,IJ 

.i::;.l 

l.8~? 

137.:: 
25 . .; 



Final Sessment of SAP: Why SAP has not Succeeded in 
Sub-Saharan Africa? 

The empirical backbone of Adjustment in Africa is the 

relationship between reform performance and changes in 

economic growth, implicitly interpreting the former as 

causal. More precisely, 'reform performance' refers to the 

degree to which a country actually implemented World Bank -

advocated macro-economic policies between 1981-86 and 

1987-95 and Growth refers to changes between these two 

periods in annual rates of increase of Gross-domestic 

product (GDP) per capita. 

The success of World Bank poli8y has recently been 

proclaimed in Adjustment in Africa : Reforms, Results, and 

the Foad ahead (New York. Published for the World Bank by 

Oxford University Press. 1994) 9 which maintains that the 

Bank's macro-economic policies have improved economic 

performance, and that, in general, the greater the degree 

of implementation, the better the results. My observations 

of this policy research report is intended to show that the 

presented data fail to support this claim. 

The report assigns separate reform performance scores 

(positive for improvement and negative for deterioration) 

9. SAYRE P. SCHATZ, The journal of modern African Studies, 
32.4(1994), pp-679 (c) 1994 Cambridge University press. 
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for overall monetary policy and its components, Seigniorage 

and inflation, for fiscal policy and its components, as 

well as a summarising score for overall macro-economic 

policy. 

Other adjustment measures are also discussed including 

those for trade, agriculture, industry, public enterprise, 

financial system, etcetera and perhaps for this reason, 

the report's findings are being interpreted as supporting 

the World Bank's entire reform package. Africa Recovery UN 

(New York), December 1993-March 1994. 

The World Bank report concludes that African countries 

which undertook the most comprehensive reform programmes 

were rewarded by the fastest turn arounds in growth rates. 

These reformed less or not at all, experienced slower 

improvements or further deterioration. 10 

This broader interpretation which goes beyond what are 

presented as the more solid empirical findings, is 

sometimes suggested by adjustment in Africa itself, the 

overview of which concludes: ~The turnaround 1n growth 

shows that adjustment - even incomplete adjustment can put 

10. SAPRE P. SCHATZ, The Journal of Modern African Studies, 
3 2 1 4 ( 19 9 4 ) ' pp . 6 7 9 • 
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African countries back on the road to development. 11 

Macro-Economic Reform and Growth 

The showpiece finding of Adjustment in Africa, the 

almost universally cited computation, and the one which 

seems most convincing, is as follows: 

..... the six adjusting countries with the most 

improved macro-economic policies had a median increase 

in GDP per-capita growth of almost 2 per cent points 

(actually 1.8) between 1981-86 and 1987-91 . 

. . . . . That compares with an increase of 1.5 per centage 

points for those countries with less improved policies 

and a decline of 2.6 percentage points for those with 

a deterioration in policies. 12 

Under the heading 'Better Policies pay off' the 

unequivocal conclusion seems to be: the changes advocated 

by the World Bank do work. There are two major weaknesses: 

The first is a matter of rather crude classification, since 

the above three categories analysed in the report obscure 

11. Ibid, p.680. 

12. Ibid, p.680. 
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essential relations. The grouping of countries are uneven 

(six, nine and eleven), and more important, lump together 

all those that experienced deterioration in overall 

macro-economic policy, no matter whatever was the degree. 

This in discriminating classification submerges important 

information. The fact is that most of the countries with 

below average macro-policy implementation, excluding the 

four very worst reformers, had above average growth 

performance. Of the nine countries ranked 14 to 22 in 

reform performance (in a list of 26), six had superior 

,growth performance, ranking 1, 3, 5, 7, 11 and 13 on that 

score. 

·Second, a more thorough exploration of the data, 

carried out below, reveals a quite different pattern, one 

that does not support the World Bank's assessment. 

Monetary Policy : The report scores changes in Seigniorage 

(essentially governmental money creation) and changes in 

inflation separately, and sums these to get the score for 

overall monetary policy. The evaluation in a section 

entitled 'Monetary Policy mostly on Track's is only 

implicit, but clearly favourable. 
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Countr-y 

Benin 

Burkina Faso 

Burundi 

Cameroon 

Central Af.Rep. 

Congo 

·::ot-: d' l vore 

The Gambia 

Ghana 

Kenya 

!<iadagascar 

Malawi 

Mali 

Mauritania 

Mozambique 

Niger 

Nigeria 

F:wanda 

Senegal 

Sierra Leone 

Tanzania 

Togo 

Uganda 

Zambia 

Zimbabwe 

summation 

P= Positively 
C= C.:::mtl·ariety 

.. 

Table 9 
Country Test, 1981-86 to 1987-91: 

Changes in Economic growth compared to changes in Micro-economic Policy 

Economic 
growth 

.::l....:_l 

-1.7 

-0.9 

-12.5 

-2.6 

-4.9 

-2.6 

+0.9 

-0.8 --0 
±l..:..l 
+1.5 

+1.6 

+2.2 

.:..L..2. 
-0.1 

+7.6 

+2.5 

+7.0 

.::2..:.2 
-0.6 

+2.9 

+2.9 

+1.4 

t-4.3 

+0.9 

+0.7 

Seigniotagr:: 

Score 

..:.£ 

.±.l 
n.a. 

Q 

.±.l £ 

Q 

.±.l £ 

Q 

Q 

.±.l 
Q 

Q 
Q 

+2 
Q 

n.a. 

.±..1 

..:.l 
Q 

:.!:.l 
Q 

..:.£ 
±.~ 

n.a. 

..:.l 
.:.1. 

(+) Improvement 
C-) Retrogression 

Inflation 

Score 

.±..l 

.±..l 
Q 
+1 £ 

G_p 

10.'.~ 

Monetary 
policy 

9.£Qg 

~ 

±.l...,_Q 

LQ. 
±..9....,.2 £ 

+1.5 £ 

+0.5 £ 
+0.5 2 

..Q.2 
+0.5 

.±..l...:..2 
LQ. 
+0.5 

.::.Q...2 
+1.5 

+0.5 

.- 3. 0 

.±..LQ 

:..L..Q 

Q_,_Q 

!.1_,2 

~ 
-0.5 

_+_~ 

£ 

£ 

£ 

£ 

Fiscal policy 

Score Test 
.±.f. ~ 

.±J. ~ 
Q 

..:.J. 12 

.:1. 12 

.:1. 12 

..:.J. ~ 

..:.J. 
+2 
+2 
Q 

Q 

+2 

.±.1 

.±.1 
~ 

.:.1. 

.±.1 

.:.1. 
+2 

.±.1 

.±.f. 

.:.1. 
Q 

.±.1 

.±.1 

~ 

£ 
12 

12 
~ 

£ 
£ 
~ 

12 
12 
~ 

12 
12 
£ 

Source: AdjustniC>llL i11 Aft·ica P-138 and 

260 

Exchange rate 
policy 

Score Test 
.:.L...Q 12 
.::.1...,_Q 12 
+1.5 £ 
-2.0 12 
0.0 
.::.1...,_Q 12 
-2.0 12 
-2.0 
+1.0 
+3.0 
+1.5 
+2.0 
+1. 0 
.::.1...,_Q 
0.0 
t3.0 
+1.0 
+3.0 
+0.5 
.k.Q 
0.0 
+3.0 
.::.1...,_Q 
+2.5 
0.0 
+2.5 

Mic·t·u economic 

policj 

Score Test 
..:...Q..,2 12 
+1.0 £ 
+0.5 £ 
..:.1......5. £ 
..:...Q..,2 12 
~ 12 
..:..1...:.2 £ 
..:..1...:.2 
.±.L2 
+2.2 
+0.5 
+0.8 
+0.8 
+0.5 
+0.5 

~ 
.ill.,_l 

.tl...:..Q 

..:...Q..,2 
f 0. 5 

..:...Q..,2 
+1.5 
___Q__,2 

+0.2 
_:_Q_J 

.±..LQ 



Let us start with the contrariety test in Table 9 by 

asking, country by country (for all 2 6) whether the 

change in economic growth accords with, or is contrary to, 

the change that reform performance is expected to cause. 

Does a favourable reform performance lead to enhanced 

growth and vice-versa, as adjustment in Africa claims, or 

are the results contrary? Contrariety refers to results 

showing that better reform performance is associated with 

poorer growth or the converse. 

In nine of the 13 relevant countries graded for 

Seigniorage (69 per cent) the outcome was contrary, i.e. 

improved performance was accompanied by deteriorations in 

economic expansion or the converse, 

displayed positive results. 

while only four 

The contrariety of the data on inflation is more 

pronounced. for 16 (73 per cent) of the 22 relevant 

countries, economic growth and reform performance changed 

inversely. Those with good mark for improving 

anti-inflation policies 

slow-downs and vice-versa. 

generally suffered 

The overall monetary 

growth 

policy 

·record is NO better. 17 (74 per cent) of the 23 relevant 

countries had contrary outcomes. 
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Fiscal Policy : -

Adjustment in 

overall fiscal 

The rating of fiscal policy reform in 

Africa is based mainly on a government's 

balance, i.e. its budget deficit. The 

bigger the reduction the better, while an increase is 

harmful. A minor determinant of the rating is the 

government revenue' GDP ratio, which modifies the reform 

score for seven countries. Although the World Bank's 

report shows a clear correlation between fiscal reform 

performance and economic growth, there is a double problem 

with this finding. Even if the test results were 

favourable, the published interpretation poses a problem of 

interactive causation. It is by no means clear that 

deficit reduction is primarily a cause rather than an 

effect of economic expansion. It may or may not be the 

cas~ that deficit reduction promotes economic growth; it is 

unequivocally true that enhanced growth promotes deficit 

reduction. Growth increase government revenues, and also 

(in more developed countries, although perhaps not in 

Africa) reduces government expenditure. 

being equal, countries that enhance 

curtail their budget deficits. 

Thus, other things 

GDP growth thereby 

In any event, the data do not support the thesis. 

Table I shows that of the 22 countries, 12 showed 

positively and ten contrariety, an almost equal division. 

The growth test; Thus, it is appropriate to say that no 
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relationship was shown between fiscal reform and economic 

growth. 

Scepticism about the expansive effect of deficit 

reduction is bolstered by the fact that deficit are 

associated with inflation and that, in moderation, the 

letter has been associated with inflation and that, in 

moderation, the letter has been associated with enhanced 

growth, thereby suggesting that cutting deficits can impede 

African economic growth. 

Exchange-Rate Policy:- The Score in Adjustment in Africa for a 

country's exchange-rate policy is an average of the scores 

for the change both in the real effective exchange rate and 

in the premiums in the parallel market. The contrariety 

test shows concurrence between exchange rate reform and 

changes in economic growth for 19 of the 22 countries (86 

per cent), and the growth test yields a similarly 

convincing concurrence. 

These results, however; do not provide specific 

support for the World Bank's reform package. For one 

thing, movement towards a more realistic exchange rate is 

widely endorsed; it is a reform recommended by a broad 

range of economists, from Government activists to advocates 

of laissez faire. The exchange-rate finding in the report 

support them all. (The World Bank and the IMF deserve 
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credit, however, for being forceful advocates of this 

position) . 

Second, the African countries with superior scores for 

exchange rate reform are still far from laissez-faire: they 

remain markets. According to adjustment in Africa: most 

adjusting countries with flexible exchange rates have moved 

away from complete control over imports and foreign 

exchange and towards the use of extensive trade barriers, 

especially non-tariff barriers .... The second set of 

countries has moved slowly toward import liberalisation ... , 

Despite massive exchange rate reform, no flexible exchange ' 

rate country has established complete convertibility of its 

current accounts 13 

Two contrasting positions can draw support from this 

experience. It is plausible to argue, as does the bank, 

that liberalisation has been shown to be beneficial, but 

that African countries still have a long way to go, and 

that further liberalisation would yield further benefits. 

On the other hand, it is equally plausible to argue that 

the evidence shows that reform of government activism - in 

the sense of improving its implementation rather than 

eliminating has been effective. 

13. Ibid; p.685. 
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Although the term 'reform' has somehow been 

appropriated by the liberalisers, evidence from various 

parts of the world supports the thesis that effective 

government 

improvements 

involvement is 

in economic 

often associated 

performance. 

with 

A 

government-activist position is in accord with the theory 

of the second best. Even if complete laissez- faire in a 

perfect world market were optimal, it would be impossible 

to attain. Consequently, approaching such a state of 

affairs as closely as possible, may not be the best 

alternative which government intervention might be ~a better 

target. 

Over- all Macro-Economic Reform 

Having briefly examined all the components, let us 

return to the overall measure of macro-economic reform and 

consider the data. Contrary results emerge from the growth 

test in Table I. In calculating the overall macro-economic 

policy scores, Adjustment in Africa assigns a relatively 

small weight, less than one-fourth of the total, to 

monetary policy, whereas the combined weight of fiscal and 

exchange rate policies is 76 per cent. Since 

monetary-policy reform produced sharply contrary economic 

responses, its under weighting minimises the impact of that 
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contrariety on the overall macro-economic 

With equal weight for monetary policy, 

would show stronger contrariety. 

policy results. 

the growth test 

Monetary policy may constitute the best of the three 

sets of criteria for assessing the World Bank's 

macro-economic package. It does not suffer from the fiscal 

policy problem of 

exchange-rate policy 

interactive 

problem of 

causation 

virtual 

or the 

universal 

acceptance. Thus if there were to be uneven weighting, it 

would appear to have been more appropriate to go the other 

way. Moreover, if the conceptually flawed fiscal policy 

criterion were dropped altogether, the contrariety of the 

finding about overall Macro-economic policy would be still 

greater. 

External Income: - critics have contended that the case for 

structural adjustment has been artificially buttressed by 

differential flows of external income specifically, a 

favourable flow of transfers to the countries displaying 

approval behavior plus fortuitously reinforcing changes in 

terms of trade. However, according to Adjustment in 

Africa, the analysis here does not support the assertion 

that .... (external transfer) are largely responsible for 

changes in growth; and they do not fully explain 

82 



differences in economic performance. 14 Similarly, it is 

claimed that terms of trade changes do not appear to have 

been an important factor explaining changes in growth 

during the adjustment period. Even the two factors 

together still explain only part of the differences in 

economic performance. 15 

Still, the effect of exogenously caused variations in 

external income was significant, countries with increases 

in external transfers (a medium increase of 0.6 pert cent 

of GDP) had a median increase in GDP per capita growth of 

1. 2 per centage points. Those with reductions (a medium 

decrease of 0.6 per cent of GDP) suffered a small slowdown 

in GDP per capita growth. External transfers relieved 

impo,rt constraints, financed investment, and smoothed 

consumption -- just what they are intended to do. 16 

Differential changes in terms of trade happened to 

reinforce this pattern. 17 Of the eight countries with 

annualised changes in external income (transfers plus 

changes in terms of trade) of 0.5 per cent or more between 

--------------------

14. Ibid, p.687. 

15. Ibid, p.687. 

16. Ibid, p.687. 

17. Ibid, p.687. 
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1981-86 and 1987-91, seven experienced growth acceleration 

and only one encountered a decline. Of the other 19 

countries (with declines in external income or very small 

increases), only seven enjoyed growth accelerations, while 

growth rates of the other 12 fell. The median change in 

annual growth rates between the two periods for those 

benefiting from increases in external income flows was 

(+1.55 per cent). While for those encountering declines it 

was (-0.80) per cent. 18 

The important point here is not that these changes in 

external income accounted for only part of differences in 

economic performance. It is that they did account for a 

part that was evidently significant. Without this 

bols~ering effect, the contrariety of the growth test 

findings would have been sharper. 

Adjustment in Africa also comments positively, though 

more briefly, on the effects of macro-economic policy 

reform on: 

(i} Gross domestic investment; 

(ii) agricultural growth; 

(iii) Industrial growth, and 

(iv) Poverty reduction. 

18. Ibid, p.688. 
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(i) While investment generally responds slowly to 

adjustment programmes, nevertheless performance (was) 

related to changes in macro-economic policies. 19 . 

According to the World Bank's report. However, the 

data show that countries with small improvement in 

macro-economic policy performed 45 per cent better in 

increasing gross domestic investment than those with 

large improvement - a median increase of 1.6 per cent 

compared to 1.1 per cent. 20 

( ii) As regards macro-economic reform and agricultural 

growth, 21 the World Bank finds no clear pattern and, 

indeed, the data shows absolutely no relation at all. 

22 (Table A. 2 0) . . 

This suggests that the expected agriculture-

stimulating effect of exchange rate reform may have 

been offset by a negative impact of fiscal and 

monetary policy. 

(iii) The findings about industrial growth are mixed. 

Countries with large improvement in macro-economic 

' 
policies had greater acceleration of industrial growth 

--------------------

19. Ibid, p.688. ·~· 

20. Ibid, p.688. 

21. Ibid, p.688. 

22. Ibid, p.688. 
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between 1981-86 and 1987-91 than those with small 

improvement, while countries whose macro-economic 

policies has deteriorated experienced a decline 23 

On the other hand, during the later periods, countries 

with small improvement in macro-economic policies had 

better rates of industrial - expansion (5.0 per cent 

per annum) than those with large improvement (4.4 per 

cent), and the industrial advance of countries whose 

macro-economic policies had deteriorated (3.6 per 

cent) was no~ very far behind that of the large 

improvers (Table A.21) . 24 

(iv) Poverty-reduction: Adjustment in Africa responds to 

critics on this count by asserting that World Bank 

measures have promoted economic growth, and therefore, 

there is every reason to think that (Adjustment) has 

helped the poor, based on the strong linkage between 

growth and poverty reduction elsewhere in the world. 25 

However, since the assertion of growth promotion is 

countered by our finding of contrariety between 

overall macro-economic policy reforms and economic 

growth, the claim about poverty reduction appears to 

23. Ibid, p.688 

24. Ibid, p.688. 

25. Ibid, p.688. 



collapse. 

Table 10 

Economic Growth, 1987-91, and Policy Stance 1990-91 

Growth Groups Annual Growth Policy Stance 
Rates 1987-91 1990-91 

g.. 
0 scores (median) 

A. Borundi,Ghana,Mozambique, 
Nigeria, Tanzania, Uganda + 1.1 > 2.25 

B. Burkina Faso, The Gambia, 

Kenya, Malawi, Sierra Leone 
Zimbabwe 0 to + 1.0 2.00 

c. Benin, Cango, Gabon, Mali 
Mauritania, Senegal, Togo - 0.1 to -2.0 2.20 

D. Camaroon, Central African 
Rep. Cote d'Ivoire, Madagascar, 
Niger, Rwanda, Zambia - 2.1 < 2.70 

Source: Adjustment in Africa, Table 5.1, p.138 and Table B.5, 
pp.268-269 . . 

Policy Stance : Adjustment in Africa supplements its support 

of the World Bank's reforms package by examining the effect 

of micro-economic policy stance, as distinguished from 

policy change . It grades policies in 1990-91, compares 

them to economic performance during 1987-91, and claims 

supportive findings. 'Countries that maintained or ended 

up with fair or adequate macro-economic policies during 

1987-91 did better than countries with poor or very poor 

policies. 26 The former nations experienced slight economic 

26. Ibid, p.689. 
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growth (median gross domestic product per capita growth of 

0.4 per cent per annum) while the latter experienced 

declines (a.2.1) per cent per annum decrease). 

However, the indiscriminating classification used here 

once again (as in the report's findings on overall 

macro-economic reform) obscures important behaviour. If we 

classify countries into four growth groups during 1987-91, 

rather than two (thereby inter alia, separating out the 

impact of the very worst performance) we encounter 

significant contrariety. Table 3 shows that the median 

policy-stance grade of the fastest growing group of 

countries was poorer than that of both the slow growers and 

the moderately declining countries. 

Conclusion: - For every facet of the World Bank 

macro-economic reform package except exchange rate realism, 

we have found either contrariety of results, or mixed 

findings (some contrary and some supportive), or lack of a 

significant relationship between reform performance and 

outcome particularly, telling are the findings of the 

growth test for policies reg·arding seigniorage, inflation, 

monetary policy, fiscal policy, and overall macro-economic 

policy. In all these categories, the best median reform -

implementation scores belonged to the poorly growing third 

of the four growth groups, the nations that experienced 
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moderate declines in income growth. While the relatively 

good and moderate growers had poorer reform grades. For 

most policies, the best growers ranked third or fourth in 

their median reform performance grade. 

Moreover, the finding of both the growth and 

contrariety tests would be even more negative, if equal 

weight were assigned to monetary policy, and the results 

would be still more negative, if the effect of exogenously 

generated differentials in external income were netted out. 

It is quite feasible that the contrariety of our findings 

might be even greater but for our reliance on Adjustment in 

Africans' data, classification, categories, policy ratings, 

etcetera all of which were subjected to both the 

possibilities of bias and pressures for World Bank 

political correctness. 27 

In short, there are sufficient grounds to warrant; 

(i) the conclusion that the evidence fails to support the 

claim that the World Bank macro-economic reforms have 

promoted African economic growth, and, 

(ii) the critical hypothesis that their implementation has 

actually impeded economic growth in Africa. 

27. All data are from World Bank's campanian volume, AD
justment in AFrica: Lessons from country case studies 
(Washington, D.C. 94, Edited by: Ishrat AHusain and 
Rashid Faruquee. 
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Given these negative findings about reforms that 

continue to be propounded by the World Bank, can any 

changes be recommended? 

Our finding is that the major factor determining 

growth performance in Africa appears to be alphabetical 

position. It will be seen from the first column in Table 1 

that the seven countries at the top of the alphabet all 

suffered a decline in economic growth rates between 1981-86 

and 1987-91. Of the next eight in the middle of the 

alphabet,. three experienced a decline, while five enjoyed 

an increase. And of the 11 countries at the bottom of the 

alphabet, only two experienced a curtailment of growth 

while the other nine managed an increase! 
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CHAPTER IV 

POLITICAL ECONOMY OF SAP: A V;JEW OF MARXIST APPROACH 

Introduction:- The economic crisis that has engulfed the 

capitalist world over the past years has had particularly 

devastating consequences for the developing economies. 

These countries have had to grapple with problems of 

internal and external imbalances. On the external front the 

African economy has been afflicted with highly burdensome 

and increasing foreign debt and balance of payments, 
I 

particularly sub-Saharan Africa's tota~ debt had reportedly 

increased from 84. billion to 211 billion US dollars, 

equivalent to 82.8 per cent of the region's gross national 
. 

product (GNP), between 1980 and 1994. And servicing such a 

huge debt is reported to have greatly sapped the region's 

capacity to investment and development, leading to 

stagnation and even regression. 

Sub-Saharan Africa's external debt rose by five per 

cent last year to 223 billion dollars, the World Bank said 

in its 1996 World debt tables. Because of the balance of 

payments constraints, both agricultural and particularly 

industrial production suffer heavily owing to inability to 

import the needed industrial and agricultural equipment, 

industrial raw materials, spare parts, etc. On the domestic 
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scene the numerous problems that have surfaced or 

intensified include a fiscal crisis, a growing rate of 

unemployment, low capacity utilization in manufacturing 

industries, severe shortages of industrial raw materials and 

spare parts, high and rapidly rising rates of inflation, low 

purchasing power, and a fast declining standard of living of 

the people. Invariably the IMP's adjustment programme for 

the African countries has included the following elements: 

reduction of public sector borrowing requirements by 

reducing or eliminating consumer subsidies and many other 

social expenditures; higher interest rates to attract a 

capital inflow and raise domestic savings; Exchange rate 

flexibility or a drastic devaluation of the domestic 

currency under fixed exchange rates; reduction of the money 
. 

supply. These are supplemented in the short to medium term 

by emphasis on changing the inefficient structure of these 

economies by favouring export crops over local food 

production or manufacturing, private sector economic 

activity rather than public, parastatal or co-operative 

production, the allocation of resources by market forces 

(for example, by liberalizing price controls or import 

controls) rather than directly by the government. 

The package is intended to discourage primitive 

accumulators and to encourage capitalist accumulators in the 

economy. Further, the emerging structure of dependent 
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capitalism only envisages a supportive role for the state in 

a refurbished economic environment of highly reduced state 

ownership and control of industrial and agricultural 

enterprises. The volume of world trade rose by eight per 

cent last year and the combined value of cross border trade 

in goods and services broke the six-trillion-dollar ma:r;-k 

although Africa's share of global trade declined to only two 

per cent. 

The general pace of global development since the last 

UN Conference on Trade and Development (UNCTAD 8) has been 

uneven, with a number of developing countries, particularly 

those in Asia, having sustained the high rates of growth 

while Latin American nations have definitely emerged from 

the debt crisis that had weighed on economic performance in 

that region for a decade. 

Howeverr progress in Africa has been modest, if not too 

slow. According to FAD figures, Africa's population grew by 

three per cent while its per capita growth stood at only 2.2 

per cent in 1995. 

Future prospects for Africa are "mixed and uncertain", 

the UNCTAD said in a report, with much depending on the 

evaluation of commodity prices this year as Africa depends 

mainly on its exports of minerals, oil and farm products. 



UNCTAD said that African countries as a whole remaln 

too dependent on primary commodities and are still suffering 

from "Low productivity, in efficient management, failure to 

diversify from a narrow production and export base and 

'Julnerability to external economic environment". 

Africa's share of global manufacturing value added 

(MVA) the yardstick used to measure the manufacturing 

sector - was always low. The MVA of Africa was 0.7 per cent 

in 1975 and it increased to just 0.8 per cent in 1994. 

However, the MVA share of other developing countries, 

on the other hand, had increased from 1. 6 to 5. 6" per cent 

over the same period . 

. Kenyan Vice-President George Saitoti has accused 

developed countries of double standard, saying, "past 

experiences indicate that processed goods from the 

developing countries have been denied access to the markets 

in the developed countries". 

Africa has been left for the establishment of a new and 

just international economic order to address this situation. 

They also urged the international community and the 

UNCTAD 9 Conference held in South Africa to take measures to 

change this situation and called on developed countries to 

reduce or write off Africa's debts. 
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Africa is heavily in debt, and sub-Saharan Africa's 

total debt had reportedly increased from 84 billion to 211 

billion US dollars, equivalent to 82.8 per cent of the 

region's gross national product (GNP) , between 1980 and 

1994. And servicing such a huge debt is reported to "have 

greatly sapped the region's capacity to investment and 

develop, leading to stagnation and even regression. 

Sub-Saharan Africa's external debt rose by five per 

cent last year to 223 billion dollars, the World Bank said 

in its 1996 World debt tables. 

"Export growth did not keep pace with the growth of 

external debt and many countries in Africa saw their debt to 

expo-rt ratios continue to rise", it said, nothing the debt 

of Ivory coast for instance, has now risen to nearly 600 per 

cent while Mozambique's remain more than 1,000 per cent. 

The debt burden in Africa is so chronic that each and 

every Zambian citizen, for example, is said to owe his 

external creditors 1,000 US dollars roughly three times what 

an average Zambian expects to earn in a year. 

In the mid-1980s, there were 16 the least developed 

countries in Africa, but now, the World Bank said 33 African 

nations have been classified as severely indebted low income 
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countries (SILICS). 

The UNITED NATIONS in mid March promised to lend 25 

billion dollars to Africa in ten years beginning 1996. And 

the World Bank said it will try to provide 85 per cent of 

the sum. 

Nonetheless, African Faith and Justice Network, in its 

1995 issue 1 s papers, said that "sub-Saharan Africa spent 

more than 110 billion dollars in debt repayment to the 

International Monetary Fund ( IMF) , the World Bank, 

commercial banks, and the G-Seven Governments". 

Vice-President of the World Bank for Africa Edward 

Jaycox, said industrialized nations, especially members of 

the ?aris Club, should act to forgive or reduce their hard 

debts lent to African States. 

The overall goal is to get each affected country 1 s 

global debt servicing to under 200 per cent of exports, and 

this is attainable only if the hard debts are forgiven 

first, he noted. 

It was revealed that "there are now some 25 African low 

income, severely indebted countries whose debt obligations 

are more than 200 per cent of their gross domestic product 

and much more than their export earnings". 



The UN Economic Commission for Africa ( ECA) in an 

analysis recently warned that African economies stand to 

lose around 2.6 billion US dollars annually with the 

increasing global liberalization of World trade. 

The erosion of trade preferences for commodities such 

as coffee and cocoa could be as high as 100 per cent, with 

minerals and metals also being hit hard, it said. 

It complained, "the era of special treatments and 

generous unilateral trade performances will soon be over 

while concessional resources flows are gradually" drying up". 

UNCTAD also estimated that the value of trade 

preferences for developing countries would be substantially 

reduced owing to a general reduction of tariffs. 

For this, specialists advocate maintaining preferential 

margins for developing countries, and African states in 

particular, and extending generalized system of preference 

benefits to agricultural products, minerals and textiles 

from those countries after import quotas were eliminated, in 

accordance with the trade agreement. 1 

What comes through clearly from the African experience 

1. Source: People's Democracy (the CPI[M] vleekly, April 30 
1996. 
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with Structural Adjustment is the dominant role of the 

process of globalisation of finance. Indeed the very design 

of the current package of structural adjustment bears the 

imprints of this process and the sequel to the introduction 

of the package shows that the real mobility witnessed is 

that of finance rather than that of capital-in-production. 

Here among radical and other economists, there is a 

tendency to lump the fund and the Bank together as entities 

indistinguishable from one another, and to think of them as 

having remained more or less immutable over time. Nothing 

however could be further from the truth. There were 

significant differences between the fund and the Bank which 

have narrowed over time, and the reasons for this narrowing 

constitute an important element of contemporary political 

economy. And each of these institutions has changed in 

crucial ways through time. 

The Bank of course has always been opposed to any 

attempts on the part of the third world countries to break 

away through conscious design (which necessarily means 

conscious state intervention) from the pattern of 

international division of labour inherited from the days of 
~· 

colonialism and semi-colonialism. 

If such a break is to be achieved then it must be 

achieved, according to its perception, entirely through the 



mediation of the market forces, which means in p_articular 

through the predilections of direct foreign investments. 

The Bank has remained absolutely faithful to this position 

of opposing State intervention-sponsored industrialization, 

despite the fact that historical evidence marshalled earlier 

by Gerschenkron and subsequently by many others shows 

overwhelmingly that successful industrialization by late 

industrialisers has invariably depended upon active 

State-intervention. What has changed in the case of the 

Bank over time is: first, the specific argument on the basis 

of which it has expressed its opposition to State-sponsored 

industrialization; 

Secondly, the precise tactics it has brought to bear in 

order to undermine State-sponsored industrialization in 

third world countries; and 

Thirdly, the precise package of programmes around this 

basic objective reflecting as we shall see the changing 

nature of world capitalism. 2 

Where the Bank did change was in two respects: the 

first relates to its tactics. The Bank studiously avoided 

giving any loans for government programmes. It modified its 

2. Prabhat Patnaik and C.P. Chandrasekhar, (Indian Economy 
Under SAP), Economic and Political Weekly, November 25, 
1995 (3002-3003). 
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stance to give loans for social infrastructure projects, but 

not for any public sector industrial undertakings. It is 

only when the policy of boycott of public sector industrial 

undertakings appeared to be counter productive from its 

point of view that it started financing investment in such 

undertakings but with its own conditionalities, such as 

~lobal tendering, specifying technological details and the 

scale of plants, etc. This shift from boycotting to 

infiltrating the public sector enabled it to exercise great 

leverage to induct multinational corporations (MNCs) 

directly into the public sector as collaborators, to 

undermine domestic technological self-reliance and 

indigenous technological capabilities, to dictate pricing 

policies and acquire an indirect say on the government 

budget, and to set up ..._network' .with bureaucrats and 

managerial personnel of the public sector. 

The other respect in which the Bank did change was in 

its new insistence upon a range of financial sector reforms 

•,vhose overall objective again was to detach the domestic 

financial institutions and the financial markets from their 

integration into the domestic development effort (through, 

for example, low long-term interest~ rates, subsidized 

credit, and minimum percentage credit disbursements for 

priority sectors such as agriculture, etc.) and to integrate 

them more closely instead with global financial markets. 
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Together with this went the Bank's demand for privatisation 

not only of the financial domain where the public 

institutions held sway, but of public sector assets 

including of natural resources. The economic, as opposed to 

the ideological argument for privatisation was again utterly 

dubious: as a means of closing the fiscal deficit it was no 

different from money created directly for the government's 

use: as a means of reducing the government's interest burden 

it could work only under the palpably impossible condition 

that the rate of return sacrificed on the sol~ government 

asset_s was lower than the interest rate on public debt 

(which is impossible because the market would never buy 

assets at such low rates of return, and in practice of 

course has insisted on obtaining public assets only at 

virt~ally throw-away (prices); and as a means of introducing 

entrepreneurship it was of no use because the buyers were 

either fly-by-night-operators; or, if reputable MNCs had 

more complex objectives (on which more later). 

This widening of the Bank's package, from 

rolling back state-sponsored industrialization 

simply 

through a 

removal of trade restrictions, government controls and the 

pre-eminence of the public sector, to an integration of the ~· 

domestic economy to the operations of global finance, 

reflected a fundamen~al change that was taking place within 

world capitalism itself, namely, a tendency towards greatly 
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inc~eased fluidity of finance across national boundaries, a 

tendency in short towards a globalisation of finance, which 

is very different from though often confused with, 

globalisation of production facilities. 

This very tendency also explains the shift which was 

taking place in the position of the IMF as well. 3 Earlier 

the IMF was exclusively concerned with stabilisation. The 

Polak model, for example, which provided the basis for the 

IMF's policy- prescriptions concentrated on a few 

macro-level identities and made no attempts at modelling 

structural adjustment. Its assumptions were questionable 

(e.g. the absence of any recognition of a demand constraint, 

the attribution of external payments problems exclusively to 

the government sector's deficit, and the general monetarist 

bias) but it provided the tool-kit for a highly conservative 

financial institution whose sole concern, especially 

vis-a-vis third world countries, was to recover its loans by 

imposing fiscal discipline upon the latter. 4 This ruthless 

3. For a discussion of the shift in the IMF' s position 
see, C.P. Chandrasekhar, The Macroeconomics of Imbal
ance and Adjustment, in Prabhat Patnaik (ed.), Macro 
Economics, OUP, Delhi, 1995. 

4. The fact that it practised syste"rnatic discrimination 
between the first and the Third World countries, as 
distinct from its asymmetric ability to ~discipline' 
surplus and deficit countries, is by now well-estab
lished. Sunanda Sen, ~Financial Oligarchy in Contempo
rary Capitalism' in Prabhat Patnaik (ed), Lenin and 
Imperialism, Delhi, 1986. 
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conservatism drew the ire of the third world, and indeed of 

radicals everywhere. But it was the conservatism of a 

narrow minded financier, not that of an ideologue of 

development frowning overtly upon any attempt to alter 

forcibly the colonial pattern of international division of 

labour. The latter role was left by and large to the World 

Bank. 

A major change took place between the two oil shocks. 

While the recycling of resources to the Third World, such as 

it was, organised in the wake of the first oil shock by the 

IMF itself, the tremendous growth which took place in the 

role of the bank in the interim meant that by the t'lme of 

the second oil shock it was the bank's which were doing 

what~ver recycling was to be done, and the IMF was called 

upon only to provide security cover to the banks. This was 

the beginning of a process: from being a leading financier 

the IMF had got reduced to being a gendarme of international 

rentier interests. As a 'gendarme' 

that the countries, which were 

then it had to insist 

caught under its 

conditionalities and thereby became possible candidates for 

receiving funds from international rentiers, adopted a host 

of measures that were to the liking of the rentiers, such as 

privatisation of public assets, opening up' of financial 

103 



markets, removal of exchange restrictions, convertibility of 

the currency on the current and capital accounts, and so on, 

all of which amounted to an espousal of the kind of 

'structural adjustment' which the World Bank had also come 

around to. 

To sum up then, while the conservatism of the Bretton 

Woods institutions has continued unabated, there have been 

major changes in the precise texture of this conservatism 

reflecting changes which have been occurring in world 

capitalism. Not only have the Fund and the Bank come-closer 

together in terms of outlook, breaking down their earlier 

separateness, but this coming together has itself been 

promoted to a significant extent by the vastly enhanced role 

of globalised finance one might even add that this 

ascendancy of globalised finance has been responsible, inter 

alia, for keeping down willy-nilly what Lenin would have 

called inter- imperialist rivalry; certainly as far as the 

Third World is concerned, the government of the advanced 

capitalist countries present a remarkably common front and 

give more or less unanimous support to the structural 

adjustment measures being imposed by the Bretton Woods 
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institutions. 5 

If finance can flow in or flow out in response to 

pressures emanating from abroad, if the domestic 

wealth-holders' behaviour in other words defies the very 

concept of 'control area' under the domain of the 

nation- state over which it can ensure some semblance of 

correspondence between the intentions behind its actions and 

their outcome, the possibility of state intervention gets 

eroded. It is not surprising that virtually all forms of 

interventionism, not only traditional socialism, but even 

Keynecianism, Welfarism, conventional social democracy, 

Third World nationalism, and its necessary accompaniments, 

the dirigiste development model have all run into rough 

weatber 1n recent years. The reason for this is not some 

sudden realisation on the part of every body' of the 

alleged superiority of the market, but the profound change 

in the context which has taken place in recent years through 

the phenomenon of financial globalisation. 

5. This argument about greater concert among advanced 
countries vis-a-vis the third world and its implica
tions are discussed in prabhat patnaik. The Nation
State in the era of globalisation: Economic and Politi
cal Weekly, August 19, 1995, which suggests that while 
the situation today resembles the kautskyite notion of 
joint exploitation of the world by internationally 
united finance capital with a weakening of the role of 
the nation-State, a revival of the latter is inevi
table. 
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A View of Marxist Approach 

The World Bank and IMF-supported adjustment programmes 

are complex packages designed primarily to achieve a viable 

balance of payments (BOP) in the medium term, if not in the 

short-term. The Fund also argues for the adoption of 

policies to achieve other economic objectives to the extent 

that these contribute to BOP viability. In emphasizing 

external objectives, and in particular balance of payments 

viability, the fund has a mandate to ensure that the use of 

its resources by a member is linked to a viable payments 

position, permitting scheduled repayment of the resources it 

has advanced. In recent years, this mandate has been 

stretched to ensure that the adjustment programmes of highly 

indebted developing countries enable them to · meet their 

external debt obligations to western creditor nations. This 

is why a precondition for restructuring the debts of LDCs by 

the Paris and London clubs is that their adjustment 

programmes must be approved by the IMF and World Bank. The 

two institutions are actually involved in the design and 

implementation of adjustment programmes for many developing 

countries, including Africa. In the view of the IMF, the 

basic cause for the external imbalance of a country is 

excessive monetary expansion. Wrong exchange rate policies 

or interest policies can also bring external imbalances. 
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According to the Fund, 

about exchanges in 

it is monetary expansion that brings 

relative prices, thus encouraging 

imports, discouraging exports, and inducing unfavourable 

capital movements. It further contends that while monetary 

expansion may be due to factors which have their origin in 

the private sector of an economy, in recent years large 

fiscal deficits in the public sector have been the main 

cause of excessive monetary expansion in many developing 

countries. 

The IMF and the World Bank's approach to economic 

stabilisation and adjustme~t is essentially eclectic. There 

is no single theory underlying the programmes which the two 

institutions design and sell to developing countries. The 

theoretical underpinning is mainly neoclassical with the 

dominant variant being monetarist. Also, most of the 

theoretical constructs of the programmes are couched within 

the framework of classical -invisible hand' or market 

mechanism. This is the basis of the policy prescriptions 

which stress the deregulation of economic activities, free 

trade or liberalised trade regimes, decontrol in the 

allocation of resources, etc. For example, the Second-Tier 

Foreign Exchange Market (SFEM), now FEM, in Africa which is 

the core of the Structural Adjustment programmes, has the 

market mechanism as its underlying philosophy. 



The central argument in favour of a free market system 

is that, under certain assumptions, the equilibrium of the 

market will correspond to a pareto optimum. Accordingly, 

the 'free' market is adjudged to be efficient in terms of 

its capability to allocate real and financial resources to 

those uses for which they are best suited. This, of course, 

is expected to occur within the framework of competitive 

pricing among other conditions. 

One of the key theoretical strands of IMF-World Bank 

adjustment programmes is the monetary approach to the 

balance-of- payments which explains payments disequilibria 

exclusively in terms of domestic monetary disequilibria. 

Contributions by J.J. Polak and his associates at the IMF in 

the 1950s marked the formal origin of the monetary approach, 

developed in the 1960s and early 1970s, especially by Mudell 

(1968), Robichek (1967, 1971) and Johnson (1972) . 6 

The central thesis of the monetary approach is that 

payments balance is a monetary phenomenon rather than 

primarily a matter of conditions in the market for tradable 

products or of aggregate levels of saving and expenditure. 

Money plays a pivotal role in both disturbances and 

adjustment. In the extreme, all disturbances will seem to 

6.IMF, 1987. 
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have a monetary origin and only a monetary correction will 

move them. Accordingly, balance of payments deficits or 

surpluses are viewed as reflecting stock disequilibrium 

between demand and supply in the market for money. A 

balance of payments deficit occurs when the stock of money 

exceeds the demand for money balances. Essentially, any 

expansion of domestic credit (money supply) leaks abroad, 

resulting in balance of payments deficit and reserve loss. 

On the other hand, a surplus in the balance of payments 

occurs when the demand for money balance exceeds the money 

stock or the money supply is reduced. 

The monetary model has three building blocks. The 

first is the demand for money as a stock. Its premise is 

that it is a stable function which is dependent on a 

relatively small number of economic factors. Consequently, 

the effects of economic changes on the demand for money are 

easy to assess because they can operate through one or 

several of these few factors. 

In formalising the analysis, assume that the demand for 

money takes the following simple form: 

Md = F(P,Y,i) ( 1) 

Where Md = amount of nominal money balances demanded· 

P price level 

Y = real income 
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i interest rate 

A more restrictive version of ( 1) is provided by the 

Cambridge cash balances theory; 

Md = kPY ( 2) 

where k = the desired ratio of nominal money balances to 

nominal income. Dividing both sides of (2) by P yields the 

demand for the stock of real cash balances as a stable, 

linearly homogeneous function of real income: 

( 3) 

This represents the domestic demand for money. 

Expressing ( 1) in terms of a one-period change in 
. 

nominal money demand as a function of changes in the 

explanatory variables yields: 

(4) 

The second building block of the model is the supply of 

money function. The supply of money (Ms) is shown to be a 

product of the money multiplier (m) and the monetary base 

(B) or high-powered money (H), thus: 

m.B (5) 

The monetary base has two components: a domestic component 
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(D) consisting of domestic credit creation, and an 

international component (R) 

the monetary authority's 

- the domestic currency value of 

international reserves. The 

international component can be increased or decreased by 

any inflow or outflow (respectively) of reserves from or to 

the country when the BOP is in surplus or deficit. It can 

also change with variations in exchange ·rates. The 

monetary-base identity can thus be written as: 

B = D + R ( 6) 

and the money supply equation as: 

M = m •D = m •R s ( 7) 

Expressed in terms of a one-period change (7) becomes: 

( 8) 

The final building block of the model is a condition 

defining equilibrium in the money market. It is that the 

demand for money is equal to the supply of money or the 

change in the demand for money is equal to the change in the 

actual supply of money: 

{ 9) 

( 10) 

Assuming a constant money multiplier (m), changes in 

the demand for money (Md) and in the domestic component of 
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the monetary base (D) are the active elements that can pull 

the money market out of equilibrium. On the other hand, it 

is changes in R that restore or maintain money market 

equilibrium under fixed exchange rates. 

deficits or surpluses. 

•R constitutes BOP 

Equations (4), (8) and (10) can be combined to yield an 

expression for the change in net international reserves, in 

which the BOP is given by the difference between the change 

in the money stock (equal to the change in the nominal 

demand for money from the equilibrium condition) and the 

change in domestic credit: 

Assu~ing that the money multiplier (m) 

equation becomes: 

(11) 

lS unity, this 

The essential import _of equation (11) is that the change in 

net international reserves will be positive (the BOP will be 

in surplus) to the extent that the change in the total 

money stock or demand exceeds the change in domestic credit. 

A BOP deficit results when the change in domestic credits 

exceeds the change in the total money stock or demand. 

In the light of the foregoing analysis, and under most 



circumstances, a discrepancy between the supply and demand 

for money has as a counterpart an imbalance between 

expenditure and income (an imbalance in the market for goods 

and services) . An increase in domestic credit would cause a 

divergence resulting in a decline in net international 

reserves, because the public would not be willing to hold 

the additional money created. If there were no such 

divergence there would be no such cumulative effect on the 

BOP. Structural adjustment programmes are therefore 

predicated on the premise that a sound relationship between 

expenditure and income requires that domestic credit 

expansion be kept in an appropriate balance with the 

prospective path of desired money holdings in the economy . 

. Z\.nd so the implication of the monetary approach is that 
. 

control of credit is both a necessary and sufficient BOP 

policy. The only purpose of other policies is to speed us 

adjustment.* Policy thus focuses on the rate of domestic 

monetary and credit expansion and the IMF stipulates credit 

ceilings in adjustment programmes. 

Another aspect of the theoretical basis of adjustment 

programmes is the absorption approach which is actually 

linked with the monetary approach. It analyses 

macroeconomic policy in an open economy on the basis of the 

relationship between residents' expenditure on domestic and 

foreign goods and services and domestic income or the 
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activity in the national economy. It is generally 

recognized that a country's net foreign trade balance is 

equal to the difference between the total goods and 

services produced in that country and the total goods and 

services taken off the market domestically (call this 

absorption) . formally let, 

Y = the value of domestic production or income: 

A C + I + G, represents absorption - the sum of private 

BCA = X - M 

consumption (C), domestic investment (I), and 

government expenditure (G) 

represents the balance of current account (X 

= export of goods and services, M = import of 

goods and services) 

then' the following relationships can be obtained: 

Y = C + I + G + X - M 

or 
y A + X - M 

Y + M = A + X 

and 

BCA X - M = Y - A 

(12) 

(13) 

(14) 

Equation (13) says that the total inflow of goods and 

services into an economy - whether arising from production 

(Y) or from imports (M) - is equal to the total use of goods 

and services (A + X) . Equation (14), on the other hand, 
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says that an excess of income over absorption is equal to a 

current account surplus on the external account, or 

conversely, that an excess of absorption over national 

income implies an equivalent deficit on the current account 

of the balance of payments. The implication of this is that 

a current account deficit can be reduced by a decline in 

absorption (relative to income) or by an increase in income 

(relative to absorption) or a combination of the two. 

Politics in structural adjustment programmes assume that it 

is easier to reduce absorption than to increase production. 

This is why policies affecting absorption are often put in 

place first. These include curtailing public sector 

outlays, and raising taxes to reduce private consumption 

and investment. -Alternatively, demand management policies 

may be pursued by influencing the monetary aggregate 

underlying both domestic demand and the balance of 

payments, for example, by changing the volume of credit 

extended to the private sector. Demand management policies 

directly affect absorption and thereby domestic balance. 

Finally, we show that a relationship exists between 

the rate of domestic credit expansion and increases in the 

or 
money supply on the one hand and the levels of aggregate 

demand and expenditure, on the other. Recall equation (14) 

which states that the gap between income and absorption (Y -

A) is equal to the current account balance (X-M) : 
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BCA y - A (15) 

The current account has to be matched by changes in net 

foreign assets of the banking system (including 

international reserves) and in the net foreign indebtedness 

of non-bank residents (•FID). Therefore: 

BCA •R - •FID (16) 

As we saw under the monetary approach the change in net 

external assets of the banking system is also equal to the 

difference between the change in the money supply and the 

change in domestic credit creation (equation 11) . Therefore 

combining equation (11) and (16) yields: 

'BCA + •FID (17) 

Expressing ( 17) 1n terms of the difference between nominal 

income and domestic absorption produces the form: 

Y - A + •FID •MS - •D (18) 

This says that absorption will exceed the sum of domestic 

resources (income) and foreign savings (changes in net 

foreign indebtedness) when the change in domestic credit 

exceeds the change in money stock. Assuming that the demand 

for money is a function of a small number of variables which 

are independent of •D, then the conclusion emerges that a 
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ceiling for domestic credit creation will determine the 

change in international reserves, that is the BOP. 

From the foregoing it is clear that a major pol icy 

instrument in the structural adjustment package is the use 

of restraint of domestic credit expansion to control 

aggregate demand, with a 

improvement in the BOP. 

view to securing short-term 

In recognition of the need to 

achieve other domestic objectives the adjustment package 

includes further supporting policy measures, especially 

expenditure-switching policies (e.g. exchange rate policy), 

external debt management policies and supply-side policies. 

Growth of output is not a central objective' of economic 

policy in adjustment programmes and so supply-side policies 

are pursued to the extent that they would lead to an 

improvement in the current account of the BOP. They are 

designed to increase directly the incentive or ability of 

the domestic productive sector to supply real goods and 

services at a given level of aggregate nominal domestic 

demand. Exchange rate policy is regarded as a major policy 

instrument in the switching of expenditure from foreign to 

domestic output - and inducing the required reallocation of 

resources. It is argued that with persistent imbalances in 

an economy, domestic prices and costs typically diverge 

significantly from competitiveness in impaired and so are he 

growth and BOP performance of the economy. Under these 
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circumstances, it is further posited, exchange rate 

adjustments, properly conceived and supported by appropriate 

macroeconomic policies will help to balance the external 

accounts directly by containing domestic absorption and 

indirectly by improving resource allocation between the 

internal and external sectors. "Finally, it is the view of 

the designers of Fund-supported adjustment that to ensure 

that economic incentives and pricing signals fulfil their 

functions, the liberalization of exchange and trade regimes 

should be pursued as a desirable component of the adjustment 

strategy. 

Nigeria's Structural Adjustment Programme has most, if 

not all, of the foregoing features of the standard IMF 

1-Jorl~ Bank adjustment packages. The main features of the 

Nigerian policy package include strengthening of existing 

demand management policies; supply-side measures; adoption 

of a market-determined realistic exchange rate through 

foreign exchange auctioning; rationalization and 

restructuring of tariffs; trade and payments liberalization; 

greater reliance on market forces and strengthening of the 

private sector; adoption of appropriate pricing policies, 

especially for petroleum products and public enterprises, 

rationalization of public expenditure, and external debt 

management policies. In the typical IMF tradition these 

policies have been implemented in Nigeria without due 
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regard to the fact that the country has been having bouts of 

recession since 1981 and that uncaring economic adjustments 

are devastating for the highly vulnerable poor. 

In the light of the heavy reliance placed on the market 

mechanism and the private sector in the adjustment 

programmes it becomes quite clear that Africa's SAP is an 

economic package aimed at dismantling the state capitalist 

model of accumulation in favour of strengthening and 

entrenching the capitalist accumulating fraction of the 

domestic bourgeoisie in collaboration with imperialism. But 

in many developing countries, included Africa, conditions 

for the efficient functioning of the -free' market simply do 

not exist. These include perfect competition, availability 

of correct information about present and future price and 

non-price variables; given and independent consumer tastes; 

capital divisibility and increasing 

Consequently, government has to 

returns to scale, etc. 

intervene in economic 

activities failing which the market leads to a misallocation 

of present and future resources, or at least to one which 

may not be the long-run best interest of society. Further 

more, even when it is assumed that the conditions for a 

pareto optimum exist in a 'free' market system, it may not 

be ideal for a developing or even a developed country, 

because the market mechanism may foster efficiency but not 

equity. The distribution of income under a pareto optimum 
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may not be ideal or even acceptable. Finally, the price 

mechanism which is concerned with static resource allocation 

undermines the major problems of economic growth and 

progress of developing countries. Africa's experience with 

the operation of market forces in the SFEM so far has 

revealed gross imperfections which have forced the Central 

Bank to intervene in the market from time to time. 

The basic fiscal, monetary and exchange rate policies 

in the adjustment package are deflationary, as reflected in 

reduced government spending, increased taxes, restraint on 

credit creation through credit c~ilings all geared· 

towards reducing absorption. The fiscal-monetary-exchange 

policy mix in the adjustment programme is inconsistent with 

economic recovery from a recession .. - Taking cognisance of 

the fact that Africa has been battling with a recession due 

to external shocks and to the crisis of accumulation within 

the domestic bourgeoisie, recovery from a cyclical down-turn 

characterised by national production very much below 

capacity would dictate that government expenditure be 

increased because of the need to provide greater employment 

and social security benefits than hitherto. But the 

policies so far have. tended to weaken recovery while the 

adjustment arising essentially from the drastic, 

depreciation of the naira, removal of subsidies and cuts in 

government's expenditure have been immediate and enormous. 
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The burden of adjustment has been borne disproportionately 

by workers and the poorer sections of society. The SAP 

until the 1988 budget embodied contractionary policies 

rather than the expansionary programmes and policies 

required for recovery. This derives from a wrong perception 

of the nature of the economic crisis by the IMF and the 

World Bank and.the failure to draw an analytical distinction 

between ~cyclical' and ~structural' def-icits and imbalances. 

What, then, becomes clear is that deflation of an economy in 

recession coupled with deregulation and liberalisation will 

not stimulate the economy from its low-level position. In 

the context of business cycle theory the desirable policy; 

mlx for recovery must be designed to raise and sustain 

economic gro~th, not to reduce growth or to depress the 

economic well~being of the people. 

A major policy instruments in the present SAP is 

exchange rate flexibility, which has resulted in the massive 

devaluation of the naira and escalated production cos~s and 

inflation. Devaluation even as a last resort, is strongly 

based on assumptions not satisfied by many Third World 

countries, consequently, in spite of massive and continuous 

devaluations of their currencies, their problems get worse. 

As the Institute of African Alternatives recently noted, 

'for small and weak countries, flexible exchange rates will 

weaken their currencies without. attracting foreign capital 
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or improving their trade balance. Furthermore, the most 

recent economic research on devaluation is very sceptical of 

its value as an instrument for correcting a fundamental 

disequilibrium of the economy. Rather, the outcome of 

IMF-inspired devaluations, as in many Latin American 

economies and in Africa's is to exacerbate income 

inequalities and inflation in addition to setting off a 

chain reaction of price adjustments, wage demands and 

financial instability. 

The other elements of the adjustment packages are also 

questionable. They are geared towards intensifying the 

foreign orientation. For example, the industrialised 

countries, through the World Bank and IMF, preach trade 

liberalisation . whereas back home they intensify 

protectionism. In any case, the elimination of import 

restrictions worsense rather than improves the trade 

balance, as more goods are imported from the industrialised 

countries. 

This 1s actually the hidden motivation in pushing SAP. 

While the deregulation of interest rates may not encourage 

savings it may well discourage investment and stultify the 

growth of small scale industrial and agricultural 

enterprises. Finally, we stress that the World Bank and IMF 

economic policy packages provide overt encouragement to the 
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foisting of an unregulated, dependent capitalist development 

model on LDCs. In the process, the developed countries can 

perpetuate the present inequitable international division of 

labour, sell their manufactured products, secure raw 

materials and export their surplus capital. Whereas they 

themselves control their foreign trade and maintain welfare 

schemes and various subsidies, they preach deregulation, 

decontrol, free trade and elimination of subsidies to the 

poor countries. 
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CHAPTER V 

CONCLUSION 

An Alternative Model of SAP 

We must now reiterate that the theoretical models of 

SAP presented and evaluated above derive from the basic 

presuppositions of neo-classical economic analysis. The 

models suffer from those fundamental limitations usually 

associated with neoclassical economic analysis. These 

models, for instance, are a historical, assume the 

neutrality of the state in the formulation and execution of 

economic policy, and lack any analysis of class structure 

and relationships; therefore, they are empty of any analysis 

of the dynamics of power relations in an economy such as 

African one. Yet it is by viewing the existing African 

economy as shaped predominantly by history, class forces, 

class struggles and the dynamics of the competitive power 

struggles for control of the state apparatus that we can 

begin meaningfully to examine the context in which SAP has 

been conceived and the extent to which it can resolve the 

current economic development of crisis. 

It seems clear, then, that the alternative theoretical 

model of SAP should be the Marxian one. The Marxian model 

incorporates such familiar intellectual formulations, as 
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'dependency', 'unequal exchange', 'imperialism' and 'unequal 

development', 'accumulation on a world scale' and 'the 

necessity for selective delinking' It derives, more 

specifically, from the proposition that 'capital' is a 

self-valorizing process. Capital is thus viewed as mode of 

extracting 'labour' out of 'labour power', and the extracted 

labour then forms the basis for the capitalist accumulation 

process. In this context, capital is understood as a form 

of social relationships, where labour power as a commodity 

confronts capitalists, as owners of 'funds' and, therefore, 

of means of production. The Marxian Model thus stresses the 

accumulation process as critical to the capitalist economic 

development pattern . 

. A highly simplified Marxian model of the capitalist 

accumulation process may be sketched through the labour 

theory of value, according to which the output of 

commodities is measured by their value, that is, by the 

labour time directly and indirectly required to produce 

them. With a given pre-existing stock of means of production 

with which the workers can operate, of flow the value 

created per unit of any time period can be represented by 

the equation: 

C+V+S 
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Where C represents the labour time embodied in the 

stocks of materials used up in the process of production and 

the depreciation of equipment over any given unit of time 

period. The value produced during the given time period is 

represented by V+S, which is measured by the sum of 

man-hours of labour performed over this same time period. 

This value is divided between V, representing the value of 

the wages paid to workers, and S, representing the value of 

the surplus which accrues to capitalists. 

Central to the model is the rate or ratio of 

exploitation which constitutes the potential engine driving 

the capitalist accumulation process. The ratio of 

exploitation can be expressed as the ratio of the flow of 

surp~us to the wage bill (s/v) It is determined by the 

'fortunes of the class war', manifested ln the monopoly 

power of capitalists and in the trade union strength of 

workers as mediated by the state apparatus. A rise in the 

ratio of exploitation might result from ~n increase in the 

monopoly power of capitalists and/or from a weakening of 

trade union resistance. Conversely, a fall in the ratio of 

exploitation might be caused by greater trade union strength 

combined with more intense competition to prevent the 

capitalists from passing on higher money-wage costs fully 

into prices. 
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However, the ratio of exploitation does not, by itself, 

determine t.he rate of growth of capitalist accumulation in 

the economy: it determines the potential surplus of the 

economy. The potential surplus can only be realised by 

turning it into profit through the capitalists actual 

investment decisions. The realisation of the potential 

surplus as profit is thus accomplished only through 

capitalist accumulation. The capitalists purpose in 

extracting chain of an ever-accelerating process of surplus 

extraction and capitalist accumulation. It is this 

interacting chain of exploitation and accumulation processes 

which enabled the bourgeoisie in Western Europe and North 

America to· create more massive and more colossal productive 

forces than have all preceding generations together during 

its rule of scarce one hundred year's (Marx and Engels, 

1868, p.40). Indeed, Karl Marx attested to the capitalists' 

insatiable passion for accumulation in the following graphic 

and memorable passage: 

Accumulate, accumulate! .... Accumulation for 

accumulation's sake, production for production's sake: by 

this formula classical (capitalist) economy expressed the 

historical mission of the bourgeoisie, and did not for a 

single instant decisive itself over the birth-throes of 

wealth. If to classical (capitalist) economy the proletarian 

is but a machine for the production of surplus-value: on the 
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other hand, the capitalist is in its eyes only a machine for 

the conversion of this surplus-value into additional capital 

(Karl Marx, 1974, p. 558). 

We may now indicate briefly the implications of the 

Marxian model for appreciating the context in which SAP has 

been conceived and for evaluating its likely outcome. The 

SAP has been designed, as stated earlier, to address the 

deepening current African economic crisis. In the 

perspective of the Marxian Model, we may hypothesise that 

the economic crisis has been a manifestation of the problem 

of realising surplus as profit through capitalist 

accumulation. Rather than converting a substantial 

proportion of the potential surplus 

accumulation, the domestic bourgeoisie 

into capitalist 

together with its 

foreign allies indulged in unprecedented conspicuous 

consumption and surplus expatriation. Such non-conversion 

of the surplus into ~additional capital' was expressed as 

primitive accumulation in the economy primitive accumulation 

of capital and capital accumulation through the production 

of surplus-value are ... not merely successive phases of 

economic history but also concurrent economic processes. ' 

For the third world, he argues that primitive accumulation 

'still remains both quantitatively and qualitatively more 

decisive ... than the creation of surplus-value in the process 

of production itself. 
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It seems clear, then, that the rationale for the SAP, 

as can be discerned from its features summarised above, is 

to de-emphasize primitive accumulation and to promote 

capitalist accumulation in the development process. The SAP 

has therefore, presumably, been designed by the capitalist 

accumulators, a fraction of the domestic bourgeoisie. It 

had to be so designed as the primitive accumulators became 

increasingly unable to disguise exploitation as fair 

exchange, but rather ... (emerged) as naked coercion', which, 

consequently, began progressively to undermine the hegemony 

and legitimacy of the domination of the entire domestic 

bourgeoisie. Overall, then, the SAP has been designed to 

reduce the activities of primitive accumulators; encourage 

those of cpitalist accumulators; and above all, to intensify 

the exploitation of labour as a means of supporting the 

capitalist accumulation process in the economy. The ultimate 

purpose of SAP is to create an extremely low-wage African 

economy so as to facilitate its becoming an important part 

of the accelerated process of globalisation of capitalist 

accumulation under the aegis of transnationals and other 

imperialist forces. 

We may thus hypothesize that the overall probable 

outcome of the SAP within an appropriate policy framework 

and in the perspective of the Marxian model would be the 
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accelerated development of productive forces, under the 

driving forces of imperialism. Imperialism, thus probably 

transform a major sub- imperial power and regional export 

base for 

Sub-Saharan 

Brazilian 

manufacturers and agricultural products in 

Africa along similar lines followed in the 

and South African capitalist economic growth 

paths. The expected accelerated capitalist economic growth 

process, under the SAP-created environment of economic 

liberalism, might entail considerable technological dynamism 

and intensive exploitation and utilization of labour power 

in the African economy. 

Likely to be associated with this process~would be a 

worsening of the existing extremely unbalanced and 

ineg~litarian pattern of growth, giving rise to increasing 

dominance of foreign monopolies and correspondingly 

increasing the marginalisation of domestic capitalist 

accumulators. The emerging new forms of a dependent 

structure of growth would thus be associated with increasing 

monopolistic tendencies. It can be argued, that this 

accelerated, premature arrival of monopoly capitalism might 

deprive the economy of the stimulating effects of 

competitive accumulation among both foreign and domestic 

capitalists necessary for the development of productive 

forces. But what would be more likely is that, through the 

Schumpeterian process of creative destruction, the 
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increasing monopolisation of production processes in an age 

of unmitigated imperialism would become the womb of 

technological innovations in the economy. Such technological 

dynamism would, 

marginalisation 

of course, be accompanied by greater 

of domestic capitalist accumulators, 

increasing immiseration of the working classes and peasants, 

and with increasing erosion of national economic and 

political autonomy and national self-confidence. Such 

marginalising impa~ts might intensify inter- and intra-class 

struggles, which would arise from increasingly sharp 

contradictions in civil society. The intensification of 

such struggles might generate profound social and political 

forces of economic nationalism, forces which might lead 

either to an increasing imposition of authoritarian 

discipline on the labour movement by the state, or to the 

transcendence of the dependent capitalist structure of 

growth through the inauguration, after an appropriate class 

reconstitution of the state, of a socialist transformation 

of the development process. It is only through such 

socialist transformation that the self-reliant and 

egalitarian development process envisioned by SAP through 

-selective closure' or -selective delinking' would begin to 

be realised. 
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An African Alternative 

The important question for Africans is how Africa, in 

order to end its dependency can extricate itself from the 

modern highly technological and highly militarised 

international system, with its sophisticated and complex 

control network. 

There is no simple answer to this. History provides no 

parallel to the modern dependency-dominance syndrome. True, 

one colony in the eighteenth century was able to free itself 

from colonialism and develop into a mature, viable and 

industrial state to be able to beat the colonising country 

in the affluence race: the United States. Even the 

twentieth century has witnessed the transition from 

disihtegrating political economies to viable, self-reliant 

political economies: notable examples are Russia (1917) and 

China (1949). 

But the historical conditions in which the two kinds of 

liberation occurred were different. 

international system was different 

For one thing the 

less integrated and 

less complex. The American colony had to contend with only 

one power, Britain, which itself was ~developing' at the 

time. The other members of the ~international system' were 

either colluding with America or even actively supporting 

its war of independence; for they were interested in seeing 
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the destruction of the British empire. The other two 

'miracles' occurred in the wake of world wars (1914-1918) 

and (1939-1945). Today, the international system is much 

more integrated, the world economy has moved into a new 

phase - the era of globalisation, is characterised by the 

integration of markets and the rapid movement of capital, 

than ever before, and moreover, there is a commonality of 

interest among the major powers in the continued subjugation 

and exploitation of African societies, whatever the degree 

of rivalry between them for scarce and dwindling resources. 

If there African political economy desires to disengage 

itself from the international political economy, it faces a 

stupendous task. A beginning, however, can be made with the 

agri~ultural sector. Without arresting the decay of this 

sector, no further steps towards liberation can be taken; 

outlining such steps will be nothing more than an academic 

exercise. Production of food - indeed, production generally 

for consumption must be not only re-emphasised but 

incorporated into concrete policies and vigorously 

implemented. It is necessary to emphasize production for 

consumption; for there is a tendency of this they can avoid 

falling into the trap of 'modern' agricultural technology 

with its chemical fertilizers, chemical pesticides and what 

have you, the combined effect of which is a destablished 

ecosystem, eroded soil, damaged human health and a 
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hierarchized and consequently brutalised society. 

Rejection of modern agricultural technology as a means 

of liberation from the world market mechanism can provide a 

key to Africa's autonomy. But it will involve a great deal 

more. It will involve internal restructuring of African 

States that will respect indigenous identities and build on 

them rather than suppress them under the impact of a 

homogeneous model of modern nationalism, a wholly imported 

model. It will call for a rejection of elite consumption 

styles and corrupt politics, brought about by the aggressive 

salesmanship of western advertisement media and the politics 

of aid givers . This, in turn, will necessitate economic 

(alongside political) restructuring of African societies, 

more· true to the African tradition than to the cultural 

trappings of colonialism. It will, above all, call for 

indigenisation of science and technology, learning from the 

natives and their long rich traditions than from the 

masters, who in a very short span, have brainwashed the 

African mind. The more Africa seeks to become autonomous of 

colonial vestiges, the more it will need to become itself 

and discover with true self. Once it realises this, a whole 

world can open up before it - a world much larger and deeper 

than anything that the modern West has offered to Africa. 
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After all the various methods and path of economic 

co-operation should be take-up or adopt; between African 

coutries. For example; besides these things, the OAU and 

African experts have suggested four methods for improving 

the continent's trade performance and developing overall 

continental economic co-operation. These methods of OAU and 

African experts should be given place in designing the 

continental economy. The most significant of these are 

(1) the resolutions and declarations adopted by the 

Assembly of OAU head of state in Algiers in September 

1960, in Addis Ababa in August 1970 and May 1973 

providing that the economic integration of the 

continent is a prerequisite for the realization of the 

OAU's objectives. 

(2) the decision in Libreville in July 1977 endorsing the 

Kinshasa Declaration adopted by the OAU council of 

Ministers in December 1976 concerning the establishment 

of an African Economic Community; 

(3) the July 1979 Monrovia Declaration of commitment on the 

Guidelines and Measures for the National and collective 

Self-Reliance in Economic and Social Development for 

the Establishment of a New International order which 

also calls for the creation of an African common market 

as a prelude to an African Economic Community. 

(4) the Lagos plan of Action and the Final Act of Lagos of 
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April 1980 reafirming the OAU's commitment to establish 

an African Economic Community by the year 2000 in order 

to promote the economic social and cultural integration 

of the continent. 1 

The intent of the Treaty establishing the African 

Economic Community clearly is to establish an African Common 

Market. To so, the Treaty calls for trade liberalisation 

through the abolition of customs duties on imports and 

exports and non-tariff barriers among member states with the 

object of creating a free trade area in each of the four 

regional economic communities of the UMA, ECOWAS, PTA I 

COMESA, and SADC. 

The fundamental tenet of the African Common Market is 

an ipcrease in economic self-reliance and the promotion of 

an endogenous and self-sustained development. It is 

quit-clear that Africa faces enormous problems in its 

attempts at integration. For the AEC, the question remains: 

does Africa .have the resources and power to disengage itself 

from the former colonial masters and the prevailing 

international economic order to pursue collective economic 

self-reliance ? For African covntries to reduce dependency, 

they will have to change their traditional trade and 

investment relationship with the developed world. They will 

1. "Treaty Establishing the African Economic Community" 
(Abuja, Nigeria: 3 June 1991) pp. 5-6 

136 



also have to embark upon a restructuring of Africa's mode of 

production. Does the treaty provide mechanisms for African 

countries to seize control of their economies through a 

common market ? 

The AEC Treaty consists of 106 articles arranged into 

22 chapters. Its central objectives are outlined in Article 

4: 

(A) to promote economic, social and cultural development 

and the integration of African economies in order to 

increase economic self-reliance and promote endogenous 

and self-sustained development. 

(B) to establish, on a continental scale, a frame work for 

the development, mobilization and utilization of the 

human and material resources of Africa in order to 

achieve a self-reliant development; 

(C) to promote co-operation in all fields of human endeavor 

in order to raise the standard of living of African 

peoples, and maintain an enhanced economic stability, 

foster close and peaceful relations among member states 

and contribute to the progress, development and the 

economic integration of the continent; and 

(D) to co-ordinate and harmonize policies among existing 

and future economic communities in order to foster the 

gradual establishment of the community. 2 

2. "Treaty Establishing the African Economic Community" 
op-cit, p.l3. 

137 



BffiLIOGRAPHY 

Primary Sources 

World Bank; Accelerated Development 
A Joint Programme of action 
Bank, 1991) . 

in Sub-Saharan Africa: 
(Washington, D. C World 

FAO Production Year-book, Various Years 
Ensuring Food Security in the 
(Washington, D.C: World Bank, 1985) 

(Rome) . World Bank; 
Developing World 

World Economic & Social Survey; (New York, United Nations, 
1995) . 

World Bank; Hunqer and Poverty (Washington, D.C: World 
Bank, 1986) . 

World Bank; World Development Report 1992: Development and 
the Environment (Oxford: Oxford University Press, 
1992) . 

World Resources Institute, World Resource 1994-1995 (New 
Delhi: Oxford University Press, 1994). 

The World Bank Annual Report,Regional Perspectives, Africa, 
1994, pp.79-87. 

Ministry of Foreign Affairs; "The Netherlands 1990: 
Sub-Saharan African Beyond Adjustment", Proceedings of 
A Seminar Organised at Maastricht, the Hague. 

World Tables, 1994 (London, Published for the World Bank. 
The Johns Hopkins University Press) . 

World Bank; Global Economic Prospects and the Developing 
Countries, 1993. 

UNITED NATIONS: Economic Recovery, 6 (4), 1993. 

138 



ECA, Economic Report for Africa, (UN, 1993) 

AFDB, African Development Report, 1993. 

World Debt Tables: External Finance for Developing 
Countries, Vol. 1 
1993-94). 

(Washington, D.C. : The World Bank, 

The Third World Economic Hand Book, various years. 

Human Development Report, 1994, 1995, 1996 with special 
reference to Africa (Washington: UNDP). 

IMF: Annual Report, various years. 

UNITED NATIONS: Economic Survey of Africa, 1 1994. 

African Alternative Framework to 
Programme for Socio-economic 
mation, Economic Commission 
Rev.3. 

Structural 
Recovery and 
for Africa, 

Adjustment 
Trans for-
CM. 15/6 

Hussain, Ishrat and Faruqee 1 Rashid, eds. "Adjustment in 
Africa: Lessons from Country Case Studies", 
(Washington, D.C: World Bank, 1994). 

United Nations; World Economic Outlook: Adjustment in 
Saharan Africa, A Survey by the Staff of the 
(Washington, 1995) pp.98-194. 

Secondary Sources 

Books 

Sub
IMF. 

Adepoju, Aderanti 1 ed., The Impact of Structural Adjustment 
on the Population of Africa The Implications for 
Education, Health & Employment, (Villers Publications, 
London:N.6, 1993). 

139 



Africa: South of the Sahara, 25th ed; 
Publications Ltd, 1996) . 

Balogun, M.Jide 
Restructuring 

and Mutahaba, 
and African 

(Gelase), 
Public 

(London, Europa 

ed. , Economic 
Administration 

Issues, Actions and Future Choices, (AAPAM, Kumar ian 
Press, West Hartford, 1989). 

Basu, Anuradha & Frances, Stewart, "Structural Adjustment 
Policies and the Poor in Africa: an Analysis of the 
1980s", in ed., Frances, Stewart, Adjustment and 
Poverty: Options and Choices (London & New York: 
Routledge, 1995). pp.138-169. 

Carbo, V, and Fischer, S, World Bank Supported Adjustment 
Programmes Africa's Adjustment and Growth in the 1980, 
(Washington, D.C.: 1989) 

Efange, P.M., & Balogun, M. Jide, "Economic Crisis, 
Organisation and Structures of Government for Recover~ 
and Development: A Comparative Review of Experiences 
and New Perspective", in ed., Balogun, M. J., and 
Multahaba, G, Economic Restructuring and African 

. Public Administration, (Kumarian, West Harford, 1989) . 

Ghai, Dharam, ed., The IMF and the South: the Social Impact 
of Crisis and Adjustment, London and New Jersey: 
1991. 

Gibbon, (Peter), Bangura, (Yusuf), and Ofstad (Arve), ed., 
Authoritarianism Democracy and Adjustment The 
Politics of Economic Reform 1n Africa, (Seminar 
proceeding No.26, The Scandinavian Institute of 
African Studies, 1992) 

Jain, R.B., and Bongartz, (Heinz), Structural Adjustment, 
Public Policy and Bureaucracy in Developing Societies, 
Har-Anand Publications, 1994. 

Lenin, V. I., Imperialism: The Highest Stage of Capitalism, 
(New York: International Publications, 1966). 

140 



Marx, Karl, Capital, New York, International Publishers, 
1967. 

Offiong, D.A., Imperialism and Dependency, (Enugu: Fourth 
Dimension Publishers, 1980}, p.65. 

Orimode, B., The Dialectics of Exploitation: Poverty and 
Power in Nigeria", in Proceedings of the 1975 Annual 
Conference of the Nigerian Economic Society, 1975, 
pp.335-348. 

Patel, I. G. , eds., Policies for African Development 
the 1980s (Washington: International Monetary 
1992} . 

from 
Fund 

Rodney, Walter, How Europe Under Developed Africa (Dar-es. 
Salaam: Tanzania Publishers House, 1973} pp.103-162. 

Seven, L, and Solimano, A, Economic Adjustment Investment 
Programme in Africa (Washington, D.C.: 1980} 

Singer, H. W., Hatti (Neelamber}, and Tondon, (Rameshar) , 
ed. , New World order Series: Twelve; Adjustment and 

,Liberalisation in the Third World, Indus Publishing 
Company, (Tagor Garden, New Delhi), 1991, Fs.S. 

Smith, Adam, An Inquiry into the Nature and Cause of the 
Wealth of Nations (New York: Modern Library Edition, 
193 7) . 

Stein, Howard, 
Adjustment 

"Institutional Theories and Structural 
in 

Institutional 
(London & New 

Africa", in ed., Harriss, John, The New 
Economics and Third World Development, 
York: Routledge, 1995} 

Woodward, David, Debt. Adjustment and Poverty in Developing 
Countries, vol.1, (Pinter Publishers London: 

141 



Articles 

Aboya de, Oje, "Essentials 
Transformation", IDS bulletin 
pp.73-78. 

for African Economic 
(Brighton), 25, 3, 1994, 

Aboyade, Oj e, "Governance, Structural Adjustment and 
Transformation", (with spec. ref. to Africa) IDS 
bulletin (Brighton), 25, 3, 1994, pp.9-15. 

Abrahumsson, Hans, "The International Political Economy of 
Structural Adjustment", (The case of Mozambique) The 
European Journal of Development Research, (London), 
Vol.7, No.2, Dec.1995, pp.297-319. 

Ali, Shanti Sadiq, and Gupta (Anirudh) , eds., Africa 
Dimensions of the Economic Crisis : an Analysis of the 
Problems and Constraints of Development, (New Delhi 
Sterling Publishers 1987) . 

Andre, Gunder Frank, "No Escape from the Louss of World 

Economics 11 
, ~R=e:...:v:....:l.::..;. e""w.:..:.._---'o=f_....:A..:cf::.cr=i~c:'""a::.:n~~P'-'o""'l=i_,t'""i::...:c"'"'a=l--E=-==c~o::..:nc:..o""m=..-y , 

no.50, 1991, p.21 . 

. 1:\yittey, George B.N., "Aid for Black Elephants how 
Foreign Assistance has Failed Africa", in ed. , 
Bandone, D., and Vasquez, I., Perpetuating Poverty 
the World Bank, the IMF and the Developing World, 
(Washington : Cato Institute, 1994), pp.125-146. 

Biersteker, Thomas J., "Reducing the Role of the State in 
the Economy A Conceptual Exploration of IMF and 
World Bank Prescriptions," International Studies 
Quarterly, vol.34, (1990), pp.477-492. 

Bromley, Simon, "Making Sense of Structural Adjustment 11
, 

~R:..:::e'-'v'-'1.""'. e=w.:..:.._-=o-=f-~A:..::f:..::r,_,l.::..;. c=a=....=n'--&:!p""o'""l:.:i:...:t::..:l.o:.c. c=a=l_E=c""o~n...,o~m~y, (London) , .§2, 
1995, pp.339-348. 

142 



Chandrashekhar, C.P., "The Macro-economics of Imbalance and 
Adjustment," in Patnaik, Prabhat, ed., 
Macro-economics, (Delhi) .OUP, 1995). 

Chawla, R.L., "The Social Costs of SAPs", Africa Quarterly, 
vol.34, No.4,1995, pp.31-45. 

Cliffe, Lionel and Seddon, David, "Africa in a New World 
Order," {ROAPE publication Ltd, No.50: 1991), pp.3-11. 

Danso, Kwaku, "The African Economic Community Problems 
and Prospects," Journal of Africa Today, 4th Quarter, 
1995. 

Frances, Stewart, Lal (Sanjay), We, Samuel 
Alternative Development Strategies in 
Africa, {Macmillan, 1992) 

Wang, eds., 
Sub-Saharan 

Ghosh, Arun, "Political Economy of Structural 
Readjustment", Economic and Political Weekly, 30 Nov, 
1991, pp.2727-2729. 

Gupta Vij ay, "SADCC and 
· Africa", in Rama S. 
Organisations, A Third 
New Delhi, 1990, p-134. 

Racist Machinations 
Melkote, (ed.), 

World Perspective, 

of South 
Regional 

Sterling, 

"Pressure Against Regional Co-operation A Study 
of the SADCC", International Studies, (New Delhi) , 
vol. 26 no. A, 1989, p. 307. 

'Dilectics of Southern 
Contradictions, in Shanti-Sadiq Ali', 
Dimensions of the Economic Crisis, 
Delhi, 1987. 

Crisis-Basic 
(ed) Africa: 

Sterling, New 

Focus 
11-5. 

"Pressure for 
(Delhi) (M) , Vol. 

Political Pluralism", World 
12, No.2, February 1991, pp. 

143 



"Southern Africa: Regional Co-operation or 
Continuing Dominance", Unpublished Paper Presented at 
the Seminar, 'South and Southern Africa: Paradigms of 
Political and Economic Co-operation in the 
Post-Apartheid Period', March 22-23 1 1994 1 Academy of 
the Third World Studies, Jamia Millia Islamia, 
New-Delhi, pp. 6-7. 

Africa: POST-COLDWAR ERA, 
HAR-ANAND PUBLICATIONS, 1996. 

Helleiner, Gerry 
Sub-Saharan 
pp.143-54. 

K., "From Adjustment to 
Africa", UNCTAD Review, 

New Delhi, 

Development in 
(Geneva) 1994, 

Johnson, Omotunde E.G., Managing Adjustment Costs, 
Political Authority and the Implementation of 
Adjustment Programmes (with spcecial reference to 
African Countries), world Development, (Washington) , 
22, 3, 1994, pp.390~411. 

Kadenge, Phines G., ed., 
Programmes: the First 

Zimbabwe's Structural Adjustment 
Year of Experience, (SAPEs books 

· : Harare 1 1992) . 

Kennedy, Paul, "Political Barriers to African Capitalism", 
Journal of Modern African Studies (Cambridge), JZ, 2, 
1994, pp.191-213. 

Kipokola, Jonas P., "Structural Adjustment 
Experience", (with spec. ref. to Africa) 
(Brighton) 1 25, 3, 1994, pp.25-29. 

A Treasury 
IDS Bulletin 

Kirkpatrick, Colin, and Weiss, John, "Trade Policy Reforms 
and Performance in Africa in 1980", The Journal of 
Modern African Studies, (Cambridge University Press), 
33, 2, 1995, pp.286-298. 

Losch, Dieter, "Socialism in Africa", 
Nov/Dec.1990, pp.300-306. 

144 

Inter-economics, 



Lubeck, Paul M., ed., African Bourgeoisie Capitalist 
Development in Nigeria, Kenya and the Ivory Coast, 
(Boulder: Lynne Ricnner, 1987). 

Morrissey, Oliver, "Politics and Economic Policy Reform: 
Trade Liberalisation in Sub-Saharan Africa", Journal 
of International Development, 7, (4), 1995, pp.599-618. 

Moyo, Nelson P., and Amin, N., The Development Experience 
(Oxford of Post-colonial Sub-Saharan Africa, 

University Press, 1992), pp.209-250. 

Munro, J. Forbes, "Africa and the International Economy, 
1800-1960: An Introduction to the Modern Economic 
His tory of Africa" , ..,A""f,_,r=-=1~· c=a _ _,S~o=<-u~tc.:.h,___o~f'--_t=h~e=----'S=a""h'""a"""'r~a=..L.., 

(London: JM Dent,1976). 

Musiolek, Bettina, "Structural Adjustment and African 
Alternatives Development Strategy", .. Inter-economics 
Journal, Jan./Feb. 1992, pp.34-37. 

Mwanzya, A.M., ed., The Structural Adjustment Programme in 
Zambia Lessons from Experience, (SAPEs books 
Harare, 1992) . 

Nabudere, Dani W. , "The African Challenge, " Journal of 
Alternatives, 19, 1994, pp.163-171. 

Natzlger, E. wayne, "Inequality in Africa 
Elites, Proletariat, Peasants, and 
(Cambridge University Press, Cambridge 

Political 
Poor People, 
1988), p.1. 

O'Connell, Stephen A, "Monetary Adjustment and Policy 
Compatibility in A Controlled Open Economy", Journal 
of African Economics (Oxford), 4, (1) ,1995, p.52-82. 

Odubogun, P.Kassey, "Poverty 
Review of Strategies", 
Nov.4., 1995, pp.l-15. 

Alleviation in Africa: A 
Africa Quarterly, vol.34, 

145 



Okunola, Kayode, "Loans that Backfire", West Africa, 20-26 
Nov.1995, p.1811. 

Okunola, Kayode, "The Politics of Privatisation", West 
Africa, 9-15 October 1995, p.1569. 

Onwuka, I .Ralph, "Impulses for a New World Order", West 
Africa, 9-15 October 1995, p.l578. 

Osaghae, Eghosa E., "From Benevolence to Greater 
Benevolence : the State and the Politics of Structural 
Adjustment in Rural Africa": 1 Africa Quarterly (New 
Delhi), ~. 1993, pp.77-106. 

Otzen, Uwe, An Analysis of the World Bank Study: A 
Continent in Transition; Sub-Saharan Africa in the 
mid-1990; Economics (Tubingen) 51, 1995, pp.75-90. 

Patnaik, Prabhat, "Globalisation of Capital and Theory of 
Imperialism", Seminar Paper 1 presented in JNU, (New 
Delhi), 1995, p.10. 

Patnaik, Prabhat, "The Nation-State in 
· Globalisation", Economic and Political 
Delhi), August 19, 1995, pp.2049-2053. 

the Era of 
Weekly (New 

Patnaik, Prabhat and Chandrashekar, C. P., "Indian Economy 
Under Structural Adjustment Programme", Economic and 
Political Weekly, Nov.25, 1995, pp.3002-3003. 

Ponte, Stefano, 
Review of 
pp.539-558. 

"The World Bank and Adjustment in A·frica," 
African Political Economy, No.66: 1994, 

Proff, He ike, "Structural Adjustment Programmes and 
Industrialisation in Sub-Saharan Africa", Journal of 
Inter-economics, Sept./Oct. 1994, pp.225-233. 

146 



Riley, Stephen P., and Parfitt, (Traror W.) , "Economic 
Adjustment and Democratization in Africa", (with some 
emphsis on Zambia, cote d' Ivoire and Zaire), in ed., 
Walton, John & Seddon, David, Free Markets and Food 
Riots the Profitics of Global Adjustment, (Oxford & 

Cambridge : Blackwell, 1994), pp.l35-170. 

Sepehri, Ardeshir, "Back to the Future? A Critical Review 
of Adjustment in Africa: Reforms, Results and the Road 
Ahead", Review of African Political Economy, No. 62, 
1994, pp.559-568. 

Shao, Ibrahim, 
Country 
1992) . 

ed., 
the 

Sharma, Keshav C., 
Policies of 

Structural Adjustment in a Socialist 
Case of Tanzania, ( SAPEs books, Harare 

"Africa's Economic Crisis, Public 
Structural Adjustment Programme, 

Consideration for Political Restructuring and role of 
Public Service Bureaucracies", in ed., Jain, R. B., & 

Bongarts, Heinz, Structural Adjustment, Public Policy 
and Bureaucracy (New Delhi: HarAnand, 1994). 

Singh, Harjinder, Africa: An Economic and Political Study, 
(Delhi : UDH pub. 1985) . 

Steve, 0. Brien, "Some Reflections 
with Structural Adjustment", 

2 5 1 3 1 19 9 4 1 pp • 51 - 54 . 

on Country 
IDS bulletin 

Experiences 
(Brighton) , 

Wamalva, W.N. "The Impact of Structural Adjustment 
Programme on the Performance of Africa's Public 
Services", in Balogun, M.J., and Mutahaba, G., eds., 
Economic Restructuring and African Public 
Administration, (Kumarian Press: West Harford, 1989). 

News Paper Articles 

Ganguly, P. K, "Pri vatisation and Unemployment: A Global 

view", People Democracy, Communist Party of India 
(Marxist) Weekly Origan, (New. Delhi, Dec. 24 .1995) 

147 



Patnaik, Utsa, "Mass Income Deflation, Burgeoning Food 
Stock", People's Democracy, Communist Party of India 
(Marxist) Weekly Origan (New. Delhi, Feb. 11, 1996) 

NEW AGE; "UNCTAD; Report on 
Programme", Communist Party of 
(New Delhi, Feb. 11/17, 1996) 

Structural Adjustment 
India, Weekly Origan 

Times of India, " Debt Crisis in Developing World", Delhi 
(Daily) Jan. 4, 1996. 

148 


	TH54840001
	TH54840002
	TH54840003
	TH54840004
	TH54840005
	TH54840006
	TH54840007
	TH54840008
	TH54840009
	TH54840010
	TH54840011
	TH54840012
	TH54840013
	TH54840014
	TH54840015
	TH54840016
	TH54840017
	TH54840018
	TH54840019
	TH54840020
	TH54840021
	TH54840022
	TH54840023
	TH54840024
	TH54840025
	TH54840026
	TH54840027
	TH54840028
	TH54840029
	TH54840030
	TH54840031
	TH54840032
	TH54840033
	TH54840034
	TH54840035
	TH54840036
	TH54840037
	TH54840038
	TH54840039
	TH54840040
	TH54840041
	TH54840042
	TH54840043
	TH54840044
	TH54840045
	TH54840046
	TH54840047
	TH54840048
	TH54840049
	TH54840050
	TH54840051
	TH54840052
	TH54840053
	TH54840054
	TH54840055
	TH54840056
	TH54840057
	TH54840058
	TH54840059
	TH54840060
	TH54840061
	TH54840062
	TH54840063
	TH54840064
	TH54840065
	TH54840066
	TH54840067
	TH54840068
	TH54840069
	TH54840070
	TH54840071
	TH54840072
	TH54840073
	TH54840074
	TH54840075
	TH54840076
	TH54840077
	TH54840078
	TH54840079
	TH54840080
	TH54840081
	TH54840082
	TH54840083
	TH54840084
	TH54840085
	TH54840086
	TH54840087
	TH54840088
	TH54840089
	TH54840090
	TH54840091
	TH54840092
	TH54840093
	TH54840094
	TH54840095
	TH54840096
	TH54840097
	TH54840098
	TH54840099
	TH54840100
	TH54840101
	TH54840102
	TH54840103
	TH54840104
	TH54840105
	TH54840106
	TH54840107
	TH54840108
	TH54840109
	TH54840110
	TH54840111
	TH54840112
	TH54840113
	TH54840114
	TH54840115
	TH54840116
	TH54840117
	TH54840118
	TH54840119
	TH54840120
	TH54840121
	TH54840122
	TH54840123
	TH54840124
	TH54840125
	TH54840126
	TH54840127
	TH54840128
	TH54840129
	TH54840130
	TH54840131
	TH54840132
	TH54840133
	TH54840134
	TH54840135
	TH54840136
	TH54840137
	TH54840138
	TH54840139
	TH54840140
	TH54840141
	TH54840142
	TH54840143
	TH54840144
	TH54840145
	TH54840146
	TH54840147
	TH54840148
	TH54840149
	TH54840150
	TH54840151
	TH54840152
	TH54840153
	TH54840154
	TH54840155
	TH54840156
	TH54840157
	TH54840158
	TH54840159
	TH54840160
	TH54840161
	TH54840162
	TH54840163
	TH54840164
	TH54840165
	TH54840166

