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ABSTRACT

Sub-Saharan Africa entered the 1980s faced with a crisis of
unprecendented proportions. The economies of the region which
were already in decline by the late 1970s, were in danger of
collapse. The severity of the crisis was also reflected in
rising indebtedness, social decay and political instability. To
tackle it, African leaders met at an extraordinary economic
summit in Lagos in 1980 and adopted a common strategy which
became known as‘the Lagos Plan of Action. The crisis in Sub-
Saharan Africafpart of a general world-wide economic recession
stemming from a period of economic decline in the leading
industrial economies, As a result, the leading industrialised
countries and international institutions designed strategies to
tackle the crisis both at the global level and in the
developing countries such as those in Sub-Saharan Africa. For
Africa, the strategy adopted by the World Bank and the IMF was
that of structural adjustment.

The orthodox approach of the World Bank generated controversy
as to its suitability to the African situation. This
disagreement was a reflection of conflicting political
interests as well as power relations both internationally, and
within African states. This thesis analyses the impact of the
politics of structural adjustment programmes in Africa, with
special reference to Ghana and Nigeria between 1983-1990. The
arguement is that orthodox structural adjustment has failed to
reverse the decline in Africa largely because of continuing
disagreement between African governments and international
institutions over the content and direction of adjustment.

The study is presented over eight chapters. The introductory
chapter sets the agenda. Chapter one covers the international
dimension of the African crisis, while chapter two looks at the
internal dimension. Chapter three contains a detailed analysis
of the international politics of structural adjustment.
Chapters four and five discuss the adjustment programme in
Ghana and its impact on the country's political economy. The
Nigerian experience is similarly examined in chapters six and
seven. The conclusion, chapter eight, addresses the issues
behind the failure of orthodox adjustment in Africa and makes
recommendations.
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Introduction

The 1980s saw the elevation of economic issues as the major
item on the agenda of international relations. As the decade
came to a close, economic matters, particularly between the
North and the South, became more important than the cold war
between East and West. These economic issues centred on how to
arrest the decline in the world economy in general, and
particularly in the developing countries where the crisis was
severe; and to generate recovery and growth in all economies.
The debt crisis and the severe external imbalances which
afflicted most of the developing countries from the early
19808, and the measures which the major industrial countries
took to tackle these problems, gave them a distinct flavour of
a struggle between the North and the South for power in the
world economy reminiscent of the situation in the first half of

the 1970s,

However, the senario in the 1980s was quite different in the
sense that the Third World did not have the power to confront
the Western powers as they did in the 1970s. While in the 1970s
the perceived power of the Third World persuaded the West to
pay lip-service to demands for a new international economic
order, in the 1980s despite Southern resentments, they could
not refuse the offers made to them by fhe North but had to go

along. In this respect, it was the South which struggled to
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cope with its loss of influence on international developments.
In particular, the enduring disagreements over the structural
adjustment programmes implemented under the supervision of the
IMF and the World Bank in Sub-Saharan Africa, reflects this
brand of North-South relations. It is this struggle for the
control of the adjustment process in Sub-Saharan Africa and the
impact on the recovery programmes which is the subject of this

study.

However, structural adjustment is itself not a new phenomenon
in the management of economic crisis. The Bretton Woods
arrangements for the post-war international economy had
envisaged that a country could experience such external
imbalances and provided for ways to resolve them. The Bretton
Woods system provided that once a country had balance of
payments problems, it was incumbent on the country in question
to take the necessary steps to restore balance. It was assumed
that these imbalances were temporary and could be corrected by
the prompt adoption of the required reform measures. For
instance, in the final analysis a country might be required to
devalue its currency to make its products more competitive
internationally. While this would make locally-produced goods
cheaper, it would make imports more expensive and thereby
restore balance to the external sector. There was also the
provision that a country could borrow from the IMF to tide it
over the crisis. This arrangement was subsequently modified to

include conditionalities and other measures designed to ensure
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compliance. Thus, under Bretton Woods, the burden of adjustment

was borne by the country concerned.

Since the Bretton Wooods arrangements were essentially
designed to meet the needs and interests of the major
industrial countries, it was assumed that such balance of
payments problems would be few and far in-between. However, the
problem of external imbalances in Sub-Saharan Africa is very
different from what the Bretton Woods arrangements envisaged.
For the most part, these imbalances remained permanent and
enduring in the region. Therefore, when structural adjustment
programmes were introduced in the region in the 1980s, it
became something new. In this sense, structural adjustment was
new in terms of the scale of implementation which covered
thirty-three countries in the region. Another sense in which
structural adjustment presented a new problem was that it |
raised the issue of sharing the burden of adjustment between
African countries and the international community. This issue
of was made even more important in the political struggles
between the major industrial countries and the developing
world, by the unprecedented levels of indebtedness among these

countries.

The question of sharing the burden of adjustment has caused
significant political disagreements between the leading
industrial countries and the debtor countries over how the

latter's economies should be adjusted. In the case of Sub-
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Saharan Africa, this is reflected in the controversy which
followed the adoption and implementation of structural

ad justment programmes supported by the IMF and the World Bank.
This is the major point of division between the two Bretton
Woods institutions and their major owners on the one hand, and
the OAU, the ECA and other interest groups on the other. The
issues involved relate to the appropriateness of these reform
programmes as the solution to the African crisis,., This study
investigates the political interests which have shaped and
influenced the implementation of structural adjustment
programmes in Sub-Saharan Africa, as well as the impact they

have had on these countries.

The importance of this subject is demonstrated by the large
and growing literature on it. The literature on structural

ad justment can be broadly categorised into those writings which
promote an orthodoxy based on the revival of the Bretton Woods
system, or at least on its belief in strict market disciplines
on the one hand, and a number of approaches which are seen as
alternatives to the orthodox school, on the other.(1) The
orthodox approach set the pace in this debate and its triumph
was underlined by the implementation of orthodox reform
programmes in Africa and the intellectual and financial support
of the IMF and the World Bank, and the political support of the
Group of Seven (G-7). The other approaches are largely a

reaction to the claims of orthodoxy, questioning the
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appropriateness of orthodox adjustment programmes or aspects of

them, as solution to the crisis in Africa.

The orthodox prescriptions for Africa which were launched with
the publication by the World Bank of the Berg Report in
1981,(2) were initially concerned with protecting the integrity
of sovereign debt and short-to-medium term stabilisation
measures which had evolved under the Bretton Woods system. The
reforms included devaluation, fiscal and monetary policies,
export-oriented growth, trade liberalisation, price de-
regulations, the expansion of the market and the drastic
reduction in the involvement of the state in the economy. These
reform measures put the burden of adjustment on reforming
countries as the rescheduling of debts and the giving of
programme-tied aid was made conditional on these countries
meeting performance criteria set by the IMF and the World Bank.
For the most part, these programmes were designed to run for 3-
S years at a time. The involvement of the World Bank and the
IMF in their implementation, generated bitter debates and
disagreements throughout the 1980s. The disagreements centred
on the pace and sequencing of the reforms in opening economies
to international markets, the appropriate roles of the state
‘and the market in promoting national development, sharing the
cost of adjustment both domestically and internationally, and
the appropriateness of adjustment measures in aiding the

attainment of development and other national objectives.
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The alternatives to the Bretton Woods orthodoxy range from
structuralist to a variety of heterodox programmes.(3) The
structuralist position is essentially that the IMF and the
World Bank-supported adjustment programmes are unsuitable for
developing economies like those in Africa because they are
structurally different from the advanced industrial economies
to which these measures are better suited. It is also claimed
that the structural problems of the developing economies would
require more not less intervention by the state, to remove
them. The orthodox programmes are seen as destabilising and /or
instruments of recolonisation. The heterodox position is a
middle course between the state and the market., It argues that
some economic problems are better tackled by state intervention
than by market mechanisms. For instance, that direct wage and
price controls have proved to be more suited to tackling
inflation at low cost for economic growth. An appropriate mix
of market solutions and state intervention rather than the
wholesale use of market mechanisms alone as the adjustment
programmes in Africa demonstrate. A variant of this heterodox
approach which is associated with Unicef has concerned itself
with the consequences of orthodox adjustment for the lower
income and vulnerable groups. The concern for the
distributional effects of orthodox adjustment has led
proponents of this approach to call for 'adjustment with a

human face'.(4)
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All these positions reveal that structural adjustment is a
contested and complex issue, no one approach provides all the
answers., The answer must be in adopting a more comprehensive
approach which combines the essential elements of the various
approaches on offer. However, there is a dimension - the
political-which has been given little emphasis in the
literature. Yet politics are critical to the resolution of the
crisis in Africa. The political factors which lie behind the
dominance of orthodox adjustment such as the question of power
relations in the quest to exercise control over the
international economy need to be analysed in the light of their
implications for the outcome of the recovery programmes in

Africa.

The ideological commitment of the major powers in the G-7 to
market principles as the basis of operating the world economy
and carrying out reforms in developing economies such as those
of Africa, is an important element of this political dimension
which requires greater attention. Another issue is the
political conflict over the agenda of structural adjustment
between the major economic powers and the Bretton Woods
institutions on the one hand, and the developing countries and
institutions such as the OAU on the other. The domestic
political situation in African countries also merits attention.
These are so essential to the outcome of the adjustment process
in Africa that they should not have been excluded. This is the

gap which we intend to fill in this study, to investigate how
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these factors have combined to determine the nature and outcome

of structural adjustment programmes in Sub-Saharan Africa.

This research aims to assess the performance of SAPs by
analysing their impacts on the countries which have implemented
them. In this regard, the performance of the programmes will
be tested in the light of a number of issues which include:

(a) The impact of the macroeconomic measures on the economy,
specifically, the effect on the output of food for dosmestic
consumption; the effect of liberalisation policy on domestic
production and consumption; on the level of domestic savings
and investment; on industrial production and output of import
substitutes; and on the performance of the export sector.

(b) The impact of measures on the financial sector, such as on
the level of inflation; on the level of flow of external
resources in support of SAPs ; the inflow of foreign
investment; and whether trade policy and exchange rate policy
are complimentary. (5)

(c) The effects on the distribution of the benefits and burden
of adjustment on the population; the level of support or social
opposition to SAP; the perceptions of the people on the role of
the IMF and World Bank in the adjustment process, that is
whether SAP is seen as an external imposition; and its impact
on human development.

(d) The capacity of the governments to cultivate the necessary
political support without being re; pressive; the extent to

which the ruling elite identify with and support the adjustment
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programmes; and the role of the state in this process,in terms
of democratic governance.

(e) The theoretical validity of the IMF/World Bank analysis of
the African crisis and the strategy of orthodox adjustment; and
wether or not it compliments the African goal of self-sustained

development.

The conceptual frame adopted in this research is one which
sees SAP as a pressure for globalisation (or
internationalisation of production) imposed by the predominance
of capital. The reality of this globalisation means:

(1) that any crisis of the capitalist system will be a crisis
of the international division of labour, thus especially, a
North-South crisis;

(2) that the alternatives of the day will be
transnationalization or autonomous development ...(6)

The current global crisis now takes place at the levels of the
periphery trying to resist the'exigencies of the logic of
transnationalisation', the resistance of the working class at
the centre, and the conflict between the strategies of capital
and the national states. The response of capital to the
crisis, Samir Amin argues, has necessarily been drastic:

This includes the overcoming of the South by compradorization
(witness the end of the North-South dialogue and the emergence
of a Northern bloc confronting the South, as at Sixth UN
Conference on Trade and Development (UNCTAD) in Belgrade in
June 1983; the undermining of the Workers' Movement in the
Centre by unemployment, and of the inter-class movement by
inflation (winning the middle classes to the right); and the
submission to the American counter-offensive which seeks to
reestablish the hegemony of the United States and consequent
instrumentalization of the IMF...(7)
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The ruling elite in the South is now caught in the dilemma of
pursuing their national desires or submitting to
'compradorisation', that is, to become mere instruments or
agents of the West in the expansion of the market system in its
new form, without being able to exercise any sovereign
authority in taking decisions on their economies. During the
relatively favourable conditions under Bretton Woods Mark I,(8)
the ruling elite in the South was able to win some concessions
from the international economic system. The ruling elite has
even been able to carry out a measure of development (such as
import-substitution industrialisation) by seeking to break out
from the international division of labour. The present crisis
has revealed the weaknesses of the ruling elite's attempts at
development. This is seen in terms of the deficits, external
debt and erosion of popular support. The crisis thus provides
an opprtunity for recompradorization of the South, by forcing a
capitulation from the bourgeoisie. This is being done through
SAP. The success of SAP as a global offensive against the
Third World,

«es would lead to the recompradorization of bourgeoisies

in the South and logic of monopoly capital's strategies

for transnationalization.(9)

In our analysis of Africa's relations with the world economy
through the implementation of SAP, we shall treat the internal-
international divide as artificial because of the integration
of these economies into the world economy. This means that we
see factors originating from the world economy as linked to the

internal phenomena which they generate or exacerbate. There
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will be greater emphasis on the fundamental structures of the
African crisis rather than on the effects. These fundamental
structures relate not only to the economic but to the social
and political as well. They are also linked together in their
operations and thereby tend to affect each other. For instance,
the political aspect of the African crisis such as the
structures and working of the state, have tended to cause or
exacerbate a given crisis as much as either the economic or
social structures. Thus, a discussion of the structures of the
crisis is by implication, also a discussion of the politics.
This enables the discussion to be presented with the aid of
statistical data. The data used in reporting this research are
drawn from sources with an authoritative and proven record of
reliability, in view of the unavailability and often
unreliability of African statistical data. This does not mean
that data processed by African governments and their agencies
are not used. It only means that the data used here are drawn
from a variety of sources including African, to give a complete

picture of the situation being studied.

Also, because our subject of study is evolving and continually
changing, much use has been made of sources from various
institutions and governments or their agents, who are closely
involved in the adjustment process in Africa. These include
sources from the World Bank, the IMF, the OECD, ECA, OAU and
other institutions which have also done some work on the

subject. The works of individual scholars and officials in
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this area have also been used. We have also used press
bulletins and reports on the subject. However, because of the
level of sensitivity of African governments especially our
case study countries, Ghana and Nigeria, to the subject of
structural adjustment, interviews have been conducted with
individuals linked to the governments only to a limited extent.
Instead, we have relied on the public statements by officials
involved in the implementation of SAPs and publications on the
subject by government institutions such as the central banks

and ministries of finance.

Sub-Saharan Africa is a diverse region with the 45 countries
which make up this region varying interms of size, natural
resource endowments population, physical characteritics, etc.
This diversity raises the problem of using the experiences of
two countries such as Ghana and Nigeria to make analyses,
generalisations and draw lessons and conclusions which are
applicable to the region as a whole. Notwithstanding this
diversity, Ghana and Nigeria are in many ways representative of
the situation in Africa in that they contain elements of the
diversity which make up the region. In comparative terms,
Ghana is a small African country with a largely monocultural
economy dependent on export earnings from cocoa. Ghana is also
a good example of the African economy in which the state plays
a dominant role. Usually, this takes the form of some
socialist experiment in which the state is assigned the role of

agent of development.
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On the other hand, Nigeria is a very large country with a
large population. It is also a rich oil exporting country,
classified as a middle-income economy. Nigeria provides an
example of the African mixed economy, in which there is a
significant and active private sector but with the state
controlling the 'commanding heights' of the economy such as the
0il sector, banking and finance, iron and steel and
infrastructural development. Even though the involvement of
the state pervades all areas of the economy, it tends to be
more open and market oriented than economies such as that of
Ghana. Most African economies fit one or the other of those
two broad categories.

However, both Ghana and Nigeria share with the other African
economies similar weaknesses and conditions as identified by
the World Bank and other institutions involved in the
development process in Africa like the ECA. As the Wass Report
has correctly observed:

«s. We believe that the similarities of the problems

throughout the Sub-Saharan region are more striking and

important than the differnces. The region as a whole

is plagued by deep and persistent problems. All Sub-

Saharan countries are greatly affected by volatile

commodity prices and climatic factors. All are at an

early stage of development and have, by world standards,

very low income per head. (10)

‘Furthermore, the orthodox adjustment measures imposed on all
Afican countries as well as the conditionalities and cross-
conditionalities are similar. The coordination between the IMF

and the World Bank in supervising structural adjustment in

Africa, make it possible to study the impact of this process on
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Ghana and Nigeria as cases which are representative of the
African experience. Thus, the similarity in kind, of these
economies should to a large extent make valid lessons and

conclusions drawn from their analysis to the region as a whole.

However we do recognise the possibility that some Sub-Saharan
countries could be integrated into the new division of labour
at a higher level than the rest. For instance the logic of
profit might require the relocation of certain industries which
are labour-intensive and require unskilled or semi-skilled
labour. This should happen if the cost of production in the
Newly Industrialised Countries threaten profits. Already, many
of the NICs have joined the high-tech club of nations through
their production of micro chips, computers and the like. Such
developments certainly recommend countries like Nigeria, Ivory
Coast, Zimbabwe and Kenya to play the role which the NICs were
doing in the 1970s. Industries like textiles, component
manufacture and assembly, etc, would then be done in these Sub-
Saharan countries. The rest of the region will supply raw
materials, thanks to the export-oriented strategy of growth
that the IMF and World Bank have imposed through SAP. The
African crisis itself did not develop over night, even though
it reached catastrophic proportions in the 1980s. It has a
long history which needs to be investigated not only to gain a
proper understanding of the current crisis but also to
demonstrate the appropriateness or otherwise of SAP as a

solution.



30

The issues raised here are discussed and presented over eight
chapters. In the first chapter, we discuss the scale of the
crisis which engulfed Sub-Saharan Africa in the 1980s. This for
instance, explains the fact that the social dimension of the
crisis such as the health situation appears in this chapter and
not in chapter two. This is discussed in relation to the
changing international economic environment, especially the
contribution of the world economic system to this crisis. The
manner in which African economies are linked to the world
economy especially the economies of Europe, has meant that each
time these economies are in recession those of Africa are also
thrown into serious crisis. In this respect also, when the
European economies adjust to a recession such as was done in
the late 1970s and early 1980s, African countries had to adjust
in similar direction. This is the link between structural
adjustment in Africa and the international economy. This
chapter therefore covers the international dimension of the

African crisis,

Chapter two looks at the internal dimension of the crisis in
Africa. The economic, political and social factors which are
largely internal but interacting with external factors to cause
the crisis, are identified and analysed. This analysis of the
external and internal dimensions of the crisis is not only to
demonstrate the scale of the problem, but also to show whether
or not orthodox adjustment programmes sufficiently address the

problem. This is what informs the discussion of the external
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factors behind the African crisis such as the debt crisis and
the role of multinational corporations, in this chapter and not

in chapter one.

The third chapter attempts a detailed analysis of the
international politics of structural adjustment. This involves
a review of the debate within the international development
community; especially the Western position as articulated by
the World Bank and the IMF; the African position which has been
articulated through the OAU and the ECA; and the studies
carried out by other institutions and individuals on the
subject. The debate reveals the political complexity of the
adjustment process, a complexity which is likely to put the
entire process in jeopardy if ignored. All these themes are
applied to our two case study countries over the next four
chapters. The reform process in Ghana is discussed in chapters
four and five. We look at the domestic situation with regard to
the causes of the crisis and the political struggles waged by
the various groups in the country to influence the direction of
structural adjustment. In the fifth chapter, we analyse the
impact of the reform programme on the country. The Nigerian
case study is presented in the same pattern as that of Ghana,
in chapters six and seven. Chapter eight is the conclusion to
the study, it draws all the arguements together, draws

conclusions and makes recommendations.
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Bretton Woods Mark I refers to the period from 1947 to 1971
when the system of fixed exchange rates and the
multilateral management of the world economy under the
hegemony of the USA held sway. This was also the height of
the cold war when the competition between the East and the
West led to increased aid to the Third World. The
unprecedented growth of the world economy also induced
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significant levels of earnings for the South from commodity
exports. However, this era ended first with the announcement of
the New Economic Policy by President Nixon in August 1971, and
the devaluation of the US dollar in December of that year. The
new economic policy disrupted relations among the dominant
economic powers, especially by destroying the pillar of the
system through the unilateral delinking of gold and the dollar.
In 1973, this Bretton Woods Mark I came to an end with the
decision taken in March to let exchange rates float. From then
on, the Bretton Woods system entered a new phase (Mark II)
which was legalised in 1976 at a meeting of the leading IMF
members in Kingston, Jamaica. Other features of this system
came to include the expanding role of the IMF in the management
of the world economy and the emergence of collective leadership
by the major economic powers to replace American leadership ( a
process which resulted in the G-7). Also,the
transnationalisation process which was already in evidence in
the 19608 had now matured in the late 1970s and became dominant
in the 1980s.

9. Ibid p.30
10. United Nations; Financing Africa‘'s Recovery. Report and

Recommendations of the Secretary-General's Advisory Group
on Financial Flows for Africa. 24 February 1988, p.3.
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Chapter 1.

The African Crisis, the International Economy and Structural
Adjustment in the 1930s.

The sudden and drastic deterioration in the international
economic environment at the turn of the decade of the 1980s
unleashed a development crisis of unprecedented scale on the
developing countries of the South. It also rekindled the
economic and political conflict between the rich nations of the
North and the poor ones in the South, over the control of the
international economy and its use to promote development . In
the 1970s this conflict centred on the demand by the Third
World for a New International Economic Order which would
guarantee the development of the South by limiting the power of
the North to obstruct it. The North - South dialogue which
resulted from this was an attempt to narrow the differences
between the North and the South and get them to cooperate to
their mutual advantage. However, the crisis which set in at

the beginning of the 1980s radically altered the situation.

The situation in the 1980s developed out of an environment
in which the first oil price rise of 1973-74 had created
financial surpluses for Opec countries and led to a large
expansion of the volume of international loans. The situation
was helped by the expansion of the Euro-currency markets, the

recycling of Opec surpluses and the excess liquidity in the
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internationai banking system created by economic recession in
industrial countries. The major banks were eager to lend to
developing countries, many of whom were experiencing persistent
trade imbalances and fiscal deficits. Encouraged by the
favourable terms of the loans, especially the very low real
rate of interest on these loans, most countries went on a

borrowing spree to finance their development.

However, the second oil price rise of 1978-79 and the
recession in the industrial economies plunged the world economy
into deeper recession and created for the developing countries
crises of catastrophic proportions. As a result, global
inflation rose sharply as did interest rates;Third World debts
soared because of the rise in interest rates. The policies
which the industrial countries adopted to fight the recession
caused the international trading and financial environment to
deteriorate and trigger off the crisis which engulfed the Third
World in the 1980s. For instance, the American prime rate and
the London Inter Bank Offer Rate, to which floating interest
rates were tied, rose significantly. The US Prime rate was 21
per cent by the end of 1980. Consequently, most of these
countries experienced severe financial problems because
commercial banks stopped lending new money and the result was
an international debt crisis . This situation was accompanied
‘by a rapid deterioration of conditions in the developing
countries which put the lives of their peoples at risk. Thus,

there was a sense of urgency to adopt measures which would
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reverse the decline and put these countries on the right path

to achieve growth.

The global recession raised such questions as; how it
should be tackled, who should re-write the rules governing the
world market, what direction reform of the world economy as
well as of individual economies should take and the extent of
burden-sharing. The summit of leaders of the major industrial
countries and representative leaders of the Third World, which
took place in late 1981 at Cancun, Mexico was the last
opportunity for both sides to agree on these issues. In the
event, that did not happen. The leading industrial nations
which were now run by conservative governments, ideologically
committed to the market, made clear their intention to see to
the restructuring of the world economy in the direction of the
market. Thus, if the recession was a problem which needed to
be urgently tackled, it also offered an opportunity to the
industrial nations to re-write the rules of the market to
protect and maximise their position of advantage and power, in
much the same way as the developing countries had sought to
change things to their own advantage in the 1970s. The
difference of course, was that in the 1970s the West had to pay
lip-service to the needs of the developing countries, but in
the 1980s, they clearly had no such need. The dominant position
of the industrial countries in the world economy guaranteed for
them the right to determine the nature of reforms to be

undertaken both at the global level and within the crisis-
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ridden developing countries.

As a result of the hostile international economic climate
and the debt crises, the industrial countries imposed orthodox
structural adjustment programmes (SAPs) on African and other
developing countries. The SAPs were placed under the
supervision of the IMF and the World Bank and they required the
debtor countries to carry out structural reforms such as trade
liberalisation, export orientation, fiscal austerity,
devaluation, credit ceilings, interest rate adjustment and
other institutional reforms. The proponents of SAP hoped that
the reforms would induce development based on the market
system and also protect their own economic, political and
strategic interests., Thus, SAP is as much a political
instrument as it is ecomomic and therefore clearly linked to
the international economy and the African crisis. In this
chapter, we discuss the scale of the African crisis in the
19808, its relationship with the international economy and with
structural adjustment. We show that the implementation of
structural adjustment programmes in Sub-Saharan Africa is
politically convenient for the major industrial economies as
much as it is politically and economically imperative, for
Africa. However, there is disagreement over the form and

content of adjustment.

The Scale of the African Crisis in the 1980s
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The African continent is currently undergoing a severe
crisis of unprecedented proportion in the post-colonial history
of the continent. This crisis became very critical in the
1980's and it pervades all areas of life in sub-saharan Africa.
This critical condition of African countries is aptly captured

by the Khartoum Declaration when it says:

that the crisis that confronts the African continent

is one that affects the total human condition of the

continent and its people, men and women alike. It is

a crisis that challenges the very survival of the African

people .... It is a crisis that threatens to overwhelm

Africa, and in extremis, to reduce them to the helpless

gaze depicted in the starving faces of Africa's children

in the international media.(1)

The picture is of a major catastrophe and the
statistical evidence is overwhelming . African countries are
poorer today than they were at independence in the 1960.
Africa has twenty-seven of the World's forty-one poorest
nations. A greater majority of Africans have been made
absolutely poor in this decade(1980's). Per capita incomes,
the GDP, social services such as education, health, etc, have
declined and continue to do so. For instance, per capita
income for sub-saharan Africa declined by about 3.4% per annum
between 1980 - 1986.(2) There is every indication that these
trends will continue even into the next decade.(3) Since 1980,
several African countries have witnessed increased infant
mortality and crude death rates. Most countries in the region

cannot feed themselves and this has increased the level of

malnutrition.
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This tfend of decline is also seen in the export
performance of Sub-Saharan Africa. As the Advisory Group to
the UN Secretary-General on Financial Flows for Africa has
correctly observed:

Sub-saharan Africa is the most commodity-dependent region

in the world... Primary commodities play a decisive role

in the economic fortunes of all the countries in the

region. (4)

This has meant a drastic fall in the levels of export revenue
since 1980, because about 90% of all export from Sub-Saharan
Africa are primary commodities.(5) Related to this decline in
exports has been the most serious problem of the now
irreversible fall in the prices of these commodities in the
international markets. In 1986, for instance, the export
earnings of the region fell by $19 billion that is, about a
third of its $64 billion income the previous year. (6) This
downward movement of prices has meant that the terms of trade
of African countries have continued to deteriorate whether or
not "their exports have been concentrated in agricultural
commodities, non-fuel minerals, or oil itself..."(7) Even
wvhere some countries have tried to increase their exports to
off-set the falls in commodity prices, this has not been helped
by the depreciating value of the dollar in recent times. The
overall picture of African commodity exports can be seen from
Table 1.1 The immediate implication of this is that these
countries have had their imports drastically reduced. With
most of these countries being heavily dependent on imported

manufactures, oil and even food, such decline in earning has

definitely contributed to the crisis.
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Table 1.1 Trends in major commodity exports from sub-Saharan Africa

Regions share -

of world export Internal prices

Value of exports of the commodisz (1980 = 100)
(Millions of US $) ¢ty (%)
Dollars Real?
1977 1980 1984 1980 1984

Commodity 1978 1981 1985 1981 1985 1985 1986 1985 1986
Crude Petroleum 11929 25540 19352 8.4 11,0 90.8 46.2 105.5 44.5
Coffee 3127 2571 2452 25.2 21.8 181.7 100.0 94.8 96.2
Cocoa 2030 1791 1534 70.8 61.2 86.6 79.5 100.5 76.4
Copper 1188 1914 1033 21.0 15.3 64.9 62.9 75.4 60.5
Timber 642 1052 777 6.3 5.3 69.1 88.1 80.1 84.7
Cotton 632 625 724 7.5 9.5 75.3 58.3 87.4 56.0
Iron Ore 317 474 492 10.6 12.0 85.0 82.4 98.7 79.2
Tea 292 278 199 18.1 26.4 74.4 174.3 88.8 71.5
Sugar 367 574 400 4,2 7.0 14.1 21.0 16.4 20.2
Bauxite * 90 318 413 31.9 48.9 76.5 86.9 88.8 83.6
Tobacco 282 402 375 11.0 10.7 87.0 .. 101.0 o .
Natural rubber 138 169 170 3.2 4,2 56.9 78.2 66.1 56.
Hides and skins 96 138 181 7.4 6.6 87.5 75.9 101.6 73.0
Manganese ore 130 140 129 64.2 73.2 88.2 178.6 102.4 75.6
Groundnut oil 174 76 124 25.5 43.4 110.0 66.3 127.8 63.7
Zinc 89 48 41 2.0 1.4 102.9 99.1 119.5 95.3
Groundnut 126 92 34 12.8 7.8 95.2 60.4 110.5 58.1

Ad§pted from United Nations; Financing Afriac's Recovery: Re-port of the Secertary-
General Advisory Group on Finacial Flows for Africa, 1988 P9

a Doliar price deflated by United Nations index of unit value of manufactured exports
of industrialised countries.
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Another factor which has farther complicated the situation
for Sub-Saharan African countries is the decline in all other
capital flows in the 1980s. A majority of states in the region
are heavily dependent on external capital flows for financing
their development programmes. The decline in this important
source of capital has added more pressure on these desperate
countries. Foreign direct investment, for instance, is
reported to have fallen from $1.5 billion in 1981 to $400
million annually since 1984, Official flows on non-
concessional terms also fell significantly as can be seen from
Table 1.2. And even though the IMF is supposed to be the
lender of last resort, the decade of the 1980s has seen the IMF
become a net recepient of resources from Sub-Saharan Africa.
This unusual activity of the IMF in Sub-Saharan Africa is
demonstrated in Table 1.3.

The African crisis is not only an economic crisis as has
been presented above. It is fundamentally, a crisis of
underdevelopment, (9) which means it is basically structural and
historical. And even though underdevelopment is mainly an
economic phenomenon, the crisis facing Africa today manifests
itself in serious social and political problems as well. The
social situation in Africa deteriorated considerably in the
1980s. This was manifested in sharp declines in living
standards, incomes, employment levels, health, nutritional and
educational standards. Poverty became widespread, covering
both urban and rural areas and affecting between 50 and 70 per

cent of the population by 1987 - 88. Many people were unable
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Table 1.2
THE IMF, THE WOR LD BANK AND EXTERNAL TRANSFERS
TO AFRICA, SOUTH OF THE SAHARA, 1980-90
($US millions)
1980 1983 1984 1985 1986 1987 1988 1989 1990

IMF

Gross disburse-

ments* 1217 1618 952 738 735 678 1033 865 733

Repayments and-

interesta» 487 739 993 1172 1689 1541 1495 1593 1265
* Net transfer 730 879 -41 -434 -954 -863 -462 -728 -562

IDA

Disbursements 424 637 778 881 1400 1681 1697 1700 -

Repayments and

interest 21 44 56 79 94 111 128 126 -

Net transfer 403 593 722 802 1306 1570 1569 1574 -

IBRD

Disbursements 400 708 832 647 898 998 581 835 -

Repayments and

interest 328 438 527 616 865 1073 1306 1226 -

Net transfer 72 270 305 31 33 -75 =725 -391 -

IMF/IDA/IBRD

Total Net Transfers 1205 1742 986 399 385 632 382 455 -

Other Net Transfers
(Long-term Debt):

Multiateralw+ 707 664 442 487 650 709 672 607 -
Bilateral#**« 1657 2295 1925 472 1210 1194 630 945 480
Private 2818 270 -1667 -2648 -1132 -213 -434 -428 -1818

Total Long Term-
Debt Related-

Transfers 5657 4092 1727 -856 2067 3185 1712 2307 657
Grantst*«* 3057 2844 3422 4514 4823 5030 6567 6570 -
Direct Foreign 20 882 494 1059 460 1167 687 2301 -
Investment

TOTAL NET TRANSFERS 6573 7485 4419 2779 5209 6763 7511 8692 -

*Purchases
**Repurschases and charges, Publicly guaranteed,and unguaranteed, excluding

direct foreign investment , ( +projected) ++Excluding Grnts
+++Excluding technical assistance

Source: Derived from World Bank, World Debt Tables, 1990-91, pp.130-133.;

quoted in G.K. Helleiner, "External Resoureée Flows to sub-Saharan Africa
in the 19905, June 1991 p.4.
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Table 1.3

NET FLOW OF IMF lending to sub-Saharan Africa, 1980-1987
Billions of dollars)

1980 1981 1982 1983 1984 1985 1986 1987

Flows identified
in detail Regular
Credit tranches 261 525 494 819 626 311 92 332
Extended facility 211 920 126 168 -11 -44 -234 -158

Special facilities

Trust Fund 384 ) -1 -14 -61 -106 -181 -176
Structural Adjust-

ment (SAF) - - - - - - 63 292
Compensatory Fin-

ancing -19 323 175 340 -95 =150 -195 -172
Buffer stock Fina-

ncing - - 1 6 2 -8 - 4
0il facility -118 -105 -60 -10 - - - -
Total identified

net flow 720 1668 736 1309 461 3 454 546
Other net use of

Fund credit 4 8 12 1 5 3 8 17
Total net flow 715 1660 748 1308 456 - 446 529

Memorandum item:
Net financial
transfer 627 1513 461 983 58 426 895 894

Source: IMF Iternational Financial Statistics and data supplied by IMF
and World Bank. (Flows calulated in SDRs were converted to dollars at
yearly average exchange rates) In Report of the UW...P 12

including flows to countries for which a breakdown by facility of the
use of Fugg credit is not supplied.

Total purcases minus repurchases and Fund charges.
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even to meet-their basic food needs because of the drastic fall
in incomes, as the region's per capita incomes fell at an
annual rate of 3.4 percent between 1980 and 1986.(10). Wages
were unable to guarantee basic needs in food and services and
there was a fall in employment levels.

The 1980s witnessed significant declines in employment due
to reduction in development investment, employment freezes and
massive retrenchments. Thus, the African region was reported
to have lost an estimated 1.5 million permanent jobs per year
between 1985 and 1987. Also in 1985, 22 million people were
estimated to be unemployed and the number of underemployed was
put at 95 million. The level of youth unemployment was even
worse, at between 65 and 75 percent in 1987. Associated with
this was the high level of graduate unemployment, put at 4 to 5
million in 1987,

Another dimension of the social crisis was the poor state
of health, nutrition, housing and education. This was an area
which was properly funded in the 1970s but was now subjected to
severe budget cuts. The result for the region as a whole was
disasterous, for instance, the share of health and education
in government expenditure fell from 25.2 percent in 1986 to
23.1 percent in 1987. This was further reflected in low life
expectancy, high infant mortality, malnutrition and the
prevalence of preventable diseases. The health situation
deteriorated so much that there were epidemics of diseases like

cholera, yellow fever, etc.,in about 32 African countries,
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Another serioﬁs health problem which affected many African
countries in the 1980s is the Aids epidemic. Even though
African leaders considered it a political embarrassment to
admit to its existence, aids is now a serious problem for many
countries in the region. In countries such as Uganda, Zimbabwe
and Cote d' Ivoire,to mention only a few, the spread of the
disease has grabbed international headlines and attention. In
education, the achievements of the 1970s in expanding
opportunities were being reversed, with the annual growth in
school enrolment falling from 8.1 per cent in 1970 - 1980 to
3.9 percent in 1980 -1987.

The incidence of crime, violence and other forms of social
tension such as communal and religious conflicts, increased in
many African countries. The level of political tension also
increased as the vocal urban population, workers and university
students confronted the governments over the deteriorating
situations in their countries. The struggle to protect their
jobs or stop the declines in the health and education sectors
often took the form of strikes and demonstrations against the
governments for adopting the stabilisation measures which were
eroding their living standards. Consequently, governments were
forced to battle for legitimacy and to maintain political
stability. This has made the threat of social and political
instability very real in Africa today. Political turmoil and
instability arising from the growing inequalities occasioned by

this crisis have become widespread.
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Another factor which has contributed to the emergence of
the African crisis in the 1980s is the prolonged global
capitalist crisis or recession since 1979. It is important to
note that Africa's relationship with the capitalist centre of
the world economic system is one of vulnerability at the best
of times. Adverse economic developments in these countries
have therefore deepened the African economic crisis. This
situation in which Africa's fortunes are tied up with that of
Western Europe and North America has made it easier for the
latter to pass on the burden of their recession to Africa, as
in the spread of a virus so that when the West sneezes, Africa
catchesk%old. This was clearly demonstrated by the effect of

the rise in interest rates in the West on Africa.

For instance, when the developed countries decided in the
late 1970s that the basic issue was the control of inflation,
they introduced recessionary macroeconomic policies which were
based primarily on monetary policy instruments. As a result,
this slowed down economic activity in the industrialised world
and inturn depressed international prices for commodities by
reducing demand. Also, the unprecedented rise in interest
rates pushed up the cost of debt servicing and further
depressed commodity prices by raising the cost of stock-
holding. Thus, the cost of structural reforms and the control
of inflation in the industrialised West was borne by the

developing countries. This is partly how the development of
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Europe is said to deepen the crisis of underdevelopment in

Africa.

One of the major impacts of this prolonged recession on
these advanced capitalist countries is the decline they began
to witness when their rate of GDP growth per capita fell to 1.6
per cent between 1981 and 1985 from around 3 per cent per year
between 1976 and 1980.(11) The response of the OECD countries
to this recession also helped to exdterbate the African crisis.
Some of the measures taken tended to pass on the burden of the
recession to the Third World countries. A familiar feature of
the trade policies of these countries is the erection of
protectionist walls against foreign imports, mostly from
developing and poor countries such as those in Africa. This
new protectionism which took the form of Voluntary Export
Restraints (VERs), Orderly Marketing Arrangements ( OMAs), the
Muti-Fibre Arrangment (MFA) and similar restrictions compounded
the difficulties which developing countries had in responding
to the changing external environment. The exports affected by
these measures included processed tropical and agricultural
products, textiles, steel, petrochemicals, automotive parts and
electronics. Even the most efficient producers among the
developing countries were prevented entry into the OECD market
(Table 1.4).This has tended to create the all-familiar
situation of glut in the supply of Third World commodities on
the world market. Prices have fallen drastically as a result.

Virtually all commodities on which most of these countries
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Table 1.4
Developed Country Tariff Rates on Selected Commodities
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depend for their external earnings have suffered this fate

recently.

Another strategy has been to adopt economic measures which
are contractionary.This involves raising interest rates and
even running huge budget deficits as is the case with the
United States. Also, in the case of the United States, not
only has she maintained high defence expenditures, high
interest rates and huge budget deficits, she has also
deliberately allowed the value of the dollar to fall and remain
weak in relation to other major currencies. The Third World
countries have had to pay for this through reduced export
earnings and rise in their foreign debts. The situation is
such that the poor countries are paying for the recovery in the
advanced capitalist countries through the export of

capital.(12)

A further complicating factor in the African crisis is the
attitude of conservative governments in the United States,
Britain and West Germany to the economic crisis of Third World
countries generally. These countries have insisted that the
crisis in the Third World be solved only through the recovery
of the OECD economies and the impostion of monetarist and
neoclassical solutions. Their scheme has reduced the flow of
concessional resources to these poor countries to aid their
recovery. This attitude would seem to have influenced the

level of Official Development Assistance in the 1980s (Table
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1.5). This level of assistance was far below the needs of these
countries both individually and as a group. The Wass Committee,
for instance, made a conservative estimate of the need of the
region for help "to be $5 billion a year over and above what,
in the middle of 1987 when we began our work, they were

expected to receive in the rest of the decade."13

These factors combined to deepen the African crisis. This is
represented by what is now known as the African debt crisis.
The debt problem in Africa is represented by the accummulation
of huge loans and interest payments falling into arrears which
cannot be repaid. This African debt, accummulated mainly since
1974 was estimated to be a staggering $200 billion in 1986, (
14) and $218 billion by the end of 1987.( 15) When compared
with the debts of some Latin American countries like Brazil,
Mexico and Argentina, the African debt may look rather small.
But when we take into account the fact that a majority of
African states are the poorest in the world, the magnitude of
this debt crisis is then better appreciated. It can also be
seen from the number of countries in the region that are
constantly visiting the Paris or London Clubs to have their
debts rescheduled. "In 1986 alone, of the 18 developing
countries that renegotiated for debts rescheduling at the Paris

Club, 13 were African countries..."” (16)

Another way of assessing the magnitude of the debt crisis

is, in relation to the value of exports or GDP., It is
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Table 1.5

NET DISBURSEMENTS OF ODA FROM ALL SOURCES, BY INCOME GROUP,
TO COUNTRIES IN SUB-SAHARAN AFRICA 1980,1985-89

$million at 1988 prices and exhange
rates

Countries 1980 1985 1986 1987 1988 1989

Lics of which:

Ethiopiacesceseccecescees. 382 1,289 975 785 1,022 709
Tanzani@.ceeccceecccececes 966 770 854 956 982 927
Mozambique..ccceceeecesss 248 563 706 808 872 766
SudaN..cccecccecscecessss 919 1,737 1,176 973 937 767
KeNYac.ceceeooeooeososoese 563 670 572 615 809 976
Zaire.ccccccccececcnesss 607 491 560 674 576 643
Senegaleccececccccccsess 381 455 697 688 572 658
Zambid..cececevesccccsses 451 507 574 461 492 391
Ghana..ccecccsesescacess 272 305 454 396 469 549
Somali@..ccececsccesecesss 628 542 633 634 441 444
Maliceeeeeeecnosecaneasess 401 599 468 398 429 475
Niger..ceeceecececesccess 243 483 381 398 373 299
Malawiceeeeceoecoeosceoas 203 172 245 301 366. 398
Uganda@.ccecececsesscsccsss 161 283 245 299 364 401
MadasgasCarecscecssseess 370 300 404 367 324 323
Burkina FaSO..ecossessas 309 301 356 313 298 287
ZimbabWwe.cecveevesenesas 233 376 291 321 279 269
Guinea...ceececescccccas 90 177 226 240 278 350
Chad..ceececcccscncccnas 49 277 204 213 264 241
RWanNAa..ceecececosacccnsss 221 283 260 263 252 241
TOgOeeeceeeossccecncsonsas 131 177 218 137 199 184
Central African Rep..... 157 167 173 190 197 191
Mauritania..ccesecececeees 257 320 323 236 195 197

Burundi.eceeececcccsescees 185 2149 229 224 188 200
BeNiNeccecoosnsococscces 133 146 178 152 164 249
BOtSWANAeseeaessscsccees 150 151 128 167 151 164
Nigeria.ieceeececeeeccoccnes S0 49 73 74 120 342
LesothOeeceeccecocscncces 134 144 109 117 108 119
Sierra LeoOn€.cceccecesss 132 115 114 73 102 100
Guinea-BisSaU.cecececcees 112 90 91 116 99 103
Djibouti..eceeecccccccans 104 1249 142 113 93 80
Cape Verde..cccescccccces 92 114 138 94 88 77
Gambia..cccecescccccnces. 83 76 125 105 82 95
Liberia.ccecececcecceces 139 145 121 84 69 59
COMOYrOBSececcosacnconcossse 61 73 57 58 53 44
Equatorial Guinea....... 13 31 33 49 45 42
Myotte.cececeeececsacccas 32 32 35 42 43 44
Swaziland..ceceeecccecas 71 39 43 49 38 29
St.Helena.ceceeeeecoconnee 13 19 17 22 27 48
Sao Tome & Principe..... 8 20 21 18 24 31

Total.ceeceoccenceneseesd,753 12,824 12646 12214 12586 12514

«es..COntinued
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NET DISBURSSEMENTS OF ODA FROM ALL SOURCES, BY INCOME GROUP
ees+s.COntinued

f million at 1988 prices and exchange rates

Countries 1980 1985 1986 1987 1988 1989

IMCs of which

Cote d'Ivoire.... 298 190 230 274 439 13
CameroONececececsces 376 242 278 229 284 474
ANgOlacceccccnsee 77 148 178 167 168 141
CONgOiceesnccccne 128 94 125 152 90 92
Namibia.eeecooseo 0 9 19 18 23 45
Tot@l.ceeeeencane 879 683 831 840 1,004 1,165

UMICs of which:
ReunioNecceeseccss 702 584 624 616 608 707

GabON.ceecooconaes 82 96 103 90 106 133
Mauritius.eceeceecee 47 49 79 74 60 58
SeychelleS.ceeees 31 36 41 29 23 20
TOotaleeeeceeeooscanse 862 765 847 810 797 920

UNALLOCATED. ¢+« cc e 276 734 486 552 646 726

OVERALL TOTAL..... 11,7771 15,007 14,811 14,416 15,035 15,325

Source: DAC, 1990, p. 230, quoted in G.K. Helleiner;
" External Resource Flows to sub-Saharan Africa in the 1990s", June
1991, p.12
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estimated that as a proportion of the value of exports,
Africa's external debts as a whole rose from 85.3 percent in
1975 to 167 percent in 1982 and further to 223.5 percent in
1984, Also in 1984, the debt service ratio stood at 22.3
percent.(17) The escalating debt crisis has considerably
worsened the balance of payments problems of Sub-Saharan
Africa. They are finding it impossible to meet their external
obligations let alone import the critically needed capital
goods and spare parts to keep their industries running and
promote development. Many of the countries in the region are
therefore fighting for survival. As the leaders of the OAU put
it:

In the majority of our countries, the question

is not that of a liquidity crisis but of solvency ...

The escalating debt burden has progressively grown

from bad to worse, to a point where the magnitude of the

debt and debt-service obligation have threatened the very

foundation of our economies.(18)

From the period of the second 0il shock in 1979 and the
subsquent global recession, the question of how to resolve the
economic crisis in the Third World became prominent on the
agenda of international relations. It was undoubtedly
conducted within the context of the North-South divide, with
the South calling on the North to provide the resources for
Southern recovery and the North urging the South to instead
tighten its belt and reorder its own house. The failure of
these poor countries to get needed Northern support to tackle

their economic crisis led African countries to adopt their

strategy of crisis management. This came in 1980 in the form
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of the Lagos Plan of Action which laid out a programme of
economic development for Africa during the last two decades of
the 20th century. As a clear sign of frustration and
disappointment with Northern attitudes over the crisis and the
wider issue of changing the global economic system, the Lagos
Plan of Action deliberately adopted the strategy of self-
relié@e as a solution to the crisis facing the continent. It
was to involve:

1. The use of Africa's vast resources to meet the

aspirations of the people

2. A change from total reliance on export of a

few raw materials to a growth path based on a

combination of natural resources, entrepreneurial,

managerial,and technical resources,and the restruc

turing and expansion of the domestic market

3. The mobilisation of Africa's human and material

resources for industrial development the outside
contributions being only supplementary to domestic
efforts, and

4, The promotion of African economic integration in

order to create a continent-wide frame-work for economic

cooperation for development based on collective self-

reliance.(19)

On the other hand, the advanced capitalist countries
favoured the strategy recommended by the World Bank's
Accelerated Development in Sub-saharan Africa: An Agenda for
Action.This and other subsequent Bank publications advocated
the strategy of orthodox structural adjustment for African
countries. (20) It was essentially committed to making African
countries adopt short to medium term structural reforms to
resolve their crisis. These reform measures included the
restraint of public and private demand; aligning the use of

resources with available internal and external resources ;

flexible exchange rate arrangements; increases in real interest
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rates; incentives for export expansion; rationalisation of
public sector investment programmes; tighter revenue
collection; privatisation of state enterprises; removal of
subsidies; liberalisation of external and internal trade
including the deregulation of prices of agricultural products,
etc. (21)

It was also aimed at promoting greater reliance on market
mechanisms and fuller integration of these countries into the
new international economy, which is itself being increasingly
run by market forces. Since then, it is this strategy of
strutural adjustment which has won the contest, being the
instrument of the most powerful group of states in the
international system . The imposition of orthodox structural
adjustment programmes is therefore a reflection of the global
distribution of power and the determination by the powerful
western nations to ensure the dominance of the market in the

world economy.

Since the pubilication of the Accelerated Development in
Sub-saharan Africa, the World Bank and the IMF have jointly and
severally supervised the implementation of structural adustment
programmes (SAP) in Sub-Saharan Africa. At the end of 1987,
about 30 Sub-Saharan countries were implementing structural
adjustment programmes or were expected to resume them with the
Bank, the Fund or both.(22) However, the evidence so far seems
to indicate that the economic crisis has deepened since SAP was

adopted by these countries.(23) Part of the explanation is that
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the African crisis and SAP are closely linked to the nature and
operation of the capitalist world economy today. Therefore, to
properly grasp the logic, dynamic and the impact of SAP in
Africa, it is necessary to look at the international economy

and the contradictions it generates.

The International Economy And The African Crisis.

The international economy has always operated to the
disadvantage of African economies because of the terms on which
these economies were incorporated into this economic system.
The incorporation of Africa at the periphery of this economy
ensured that the centre's development created underdevelopment
for the periphery. Through the relations of unequal exchange
and expropglation of surplus value, the periphery was constantly
drained of its economic surplus which could have been used to
promote development. In this sense, the global economy has

been a source of crisis for African countries. (24)

The post-war global economic system, or what some have
refered to as Bretton Woods Mark I(25) did not alter the
colonial relations of unequal exchange with Africa. It also
continued with the international division of labour imposed on
the world during the colonial period in which Africa assumed
the role of primary commodity producer as well as residual
market for manufactured goods from the industrialised

countries. It set up a financial system based on fixed stable
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exchange rates among the major currencies with the dollar as
the new international currency. Also, an international trade
regime for manufactures based on the principle of economic
liberalism was established. However, the interests of the
developing countries were ignored at Bretton Woods and their
position has since been subordinated in the system and
perpetuated by the decision-making structures of the Bretton
Woods institutions. Thus, the trade regime excluded the
products which were most important to developing countries,
especially agricultural products. Therefore, while the fortunes
of manufactured products soared, the prices of raw materials
remained cheap. The countries which produced manufactured
goods prospered and those which produced only raw materials

became poorer, but a division of labour thus emerged.

Within this arrangement, Africa assumed a measure of
importance as a major supplier of raw materials for Northern
industries. Coupled with the expansion of the global economy,
this measure of importance was demonstrated by the nature of
response given by the industrial countries to the economic
problems of African states. This ranged from aid to investment
in extractive industries as a strategy of promoting economic
development. Other measures included the creation of price
staﬁhisation, compensat. ory finé&es, and other schemes to help
these countries during the periods of low commodity prices and
declining terms of trade. Foreign loans were also used to aid

this process.
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On théir part, African and Third World countries
demonstrated this notion of their importance to the industrial
survival of Northern countries through their vociferous demands
for higher prices and reform of the international economic
system. The decade of the 1970's witnessed a rising tide of
economic nationalism in these countries,witness the rise of
commodity cartels to protect the prices of their raw materials.
Also within this period, they used every international forum,
especially the United Nations system, to demand a New
International economic order.Such was the optimism among these
countries about their importance to Northern industrial
countries until the global economy began to experience serious

economic crisis in the late 1970s.

These economic shocks have brought in their wake, major
structural changes in the world economy,the end of the Bretton
Woods era,(26) and the emergence of a resurgent Bretton Woods
Mark II(27),or the New Internafional Division of Labour.(28)
The new system is represented by the internationalisation of
the production process,a situation which was much in evidence
in the 1960s but had matured in the 1970s. Production is
therefore no longer a national process. This could mean the
relocation of entire industries from industrialised to
developing countries, especially those requiring cheap
unskilled and semi-skilled labour. (29) Also, international
investment is now more dominant than international trade. (30)

And most of this investment is today carried out within the
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developed countries and some Newly Industrialised Countries as

is the case

also

"With U.S and other Western investment in Japan,
Taiwan and South Korea plus Pacific investment
in the US and EEC. Despite the protectionist rhetoric,
the longterm trend is towards increased inter-OECD in
vestment". (31)

Other features of the new division of labour which are
interrelated include:

free and fluctuating exchange rates along with
indigenisation and nationalisation have encouraged
portfolio rather than direct foreign investment;
unstable and increasing costs of petroleum have
encouraged the development of alternative sources

of fuels to oil and gas; new technologies have led to an
expanding global service sector and a decreasing
emphasis on colonial-type commodity production. (32)

Africa's position in relation to this new division of labour

is, again, one of extreme disadvantage. Not only is it denying

the continent the inflow of resources needed for development,

Africa is being fully integrated into the system in a

subordinate manner. And in view of Africa's current crisis

situation,

It would thus be inappropriate to expect other than a
a marginal incorporation of Africa into the interna-
tional division of labour as a provider of raw
materials - nor, it should be added, are Africa's
resources likely to be used for its own economic
development in any significant quantities over

the foreseeable future. (34)

However, for the two Bretton Woods institutions, (the IMF

and World Bank), this structural trasformation of the world

economy has also meant a shift in their function. As Harris

has argued:

With this change and the accomplishment of converti-
bility for the major currencies, the IMF'S role since 1971
has been different. It has become almost exclusively
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concerned with balance of payments credit to Third world

countries and, through conditionality, with the re-

orientation of their economic policies as a whole. At

the same time, the World Bank has shifted from project

finance to Structural Adjustment loans which relate

to restructuring the Third World countries' economies

on a broad scale.(35)

The change from Bretton Woods Mark II has not affected the
fact that the IMF, the World Bank and the new system are still
subject to US pressure and influence and committed to free
trade and movement of capital. The Fund and Bank therefore
help to create, regulate and support a "World System where
Multinational Corporatons,trade and capital move without
restrictions from national states."” (36). These institutions
are therefore said to be serving the interests of international
capital by helping to consolidate its power over poor
nations.In relation to Africa,while this crisis unfolded in the
1980s, these two institutions have made the continent a central
concern as can be seen from the various financing facilities
that have been put in place since 1979. This also raises the
issue of the connection between the African crisis, the
international division of labour and the Structural Adjustment

programmes being implemented in Sub-Saharan Africa under the

supervision of the IMF and the World Bank.

Structural Adjustment and the International Division of Labour

From the foregoing, it is argued that structural

ad justment as it is being implemented in Africa aims to
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redefine the.role of these countries in the international
division of labour. It is a process of realigning the
economies of these countries to meet the needs of a post-
industrial world economy. This research therefore deals with
the logic as well as the contradictions of structural
adjustment in Sub-Saharan Africa within the context of the
emerging international division of labour. 1In doing this,
certain questions must be addressed to grasp what structural
adjustment has in store for African countries. What are the
implications of structural adjustment (even with growth) for
African development? Who gains from structural adjustment? To
what are these economies being adjusted? What is the actual
impact of structural adjustment on African economies? What
are the implications of the involvement of the IMF and the
World Bank with structural adjustment for national
independence? The marginal role reserved for Africa in the new
international division of labour clearly suggests that SAP may
not aid the development of Africa. It may only consolidate
this new relationship between Africa and internatioanal

capital now operating as a consortium.(37)

The success of the realignment of Africa's role is
determined by the price that the continent may be expected to
pay through the costs of structural adjustment. The human
condition should therefore be one of the major determinants of
the success of structural adjustment since the human being is

the focus of development. A major obstacle to the attainment
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of dEVelopmeﬁt in Africa has been the poor quality of her human
resources. It is impossible to generate development with a
population that is unskilled and untrained, unhealthy, and
poor. Therefore, to be adjudged as a success, structural
adjustment has to cause significant improvements in the living
conditions of the people, their health, education, incomes, and
the like. It is only then that they are equiped to play a

significant part in the development process.

The logic of SAP is underlined by an interplay of factors:
political, economic and strategic objectives are built into it.
In this context,SAP may be seen to aim at maintaining American
hegemony and the dominance of the industrialised capitalist
countries by preserving the international financial system on
which this is based. To do this, the political leadership and
hegemony of the United States or indeed that of the West in
general has to be preserved. Thus during the eight years of
the Reagan administration, this objective was pursued on a two-
track basis:on one track, the US acted to restore its
leadership position over even her allies, and on the other,

there was pursuit of collective western hegemony under the G-7.

It was done through the Reagan administration's obsession
with restoring America's respect and power in the world. The
Reagan years in the White House were therefore marked by
growing belligerant and cold war rhetoric in the west with the

support of conservative governments in Britain and West
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Germany. Thé 'Atlanticist' tendency implied the subordination
of North-South relations and intra-west relations to East-West
relations. The new offensive against the East helped to
conceal the new war on the South in the process of re-
establishing American hegemony.(38) This aggressive policy of
re—-establishing its hegemony was influenced by the decline in
this American hegemony in the 1970s as Susan George has
argued.(39) A catalogue of events can be cited to indicate
this decline in American hegemony. It began with the defeat in
Vietnam,and continued with the emergence of Marxist-Leninist

regimes in Mozambique and Angola in 1975.

In the case of Angola, the military involvement of the
United States did not stop the establishment of a regime it
desparately wanted to prevent. There was also the humiliating
experience in Iran after American embassy staff in Teheran were
held hostage between 1979 and 1981. A military action to
release the hostages ended in a fiasco. There was what could
certainly be seen as communist expansionism by the Soviet Union
into Afghanistan in 1979 and also Nicaragua. The inability (as
it was seen by right- wing politicians in the United States) to
prevent this expansion of Soviet hegemony gave the impression

of weakness and decline on the part of the United States.

The challenge to American hegemony was visible on the
economic front. The 1970s was certainly the decade of the

demand for a New International Economic Order. The Third World
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became very vocal about this, all in an attempt to alter the
global balance of economic and political forces in their
favour. In the 1980s, the preoccupation has been about South-
South cooperation which seemed to pose a threat to the hegemony
of the United States. Even within the OECD, there have been
serious disagreements. The disagreement over the Soviet gas
pipeline to Western Europe as well as the whole issue of
economic relations with the East, is just one in a series of
economic wars between Europe and the United States. The
global crisis provided the opportunity for these issues to be
resolved by preserving a world economic system which not only
takes into account the transnationalization of production but

also preserves American / Western hegemony.

Others have asserted, that this necessitated the launching
of an offensive against the Third World, to bring them into
line with the new division of labour. It is here, critics
insist, that structural adjustment assumes its significance, as
an offensive, a strategy for recolonization,(40) a Financial
Low Intensity Conflict (FLIC) (41) against Africa and the
third world.The objective of this offensive is aptly put by
Susan George that:

FLIC does however, help to prevent the Third
World from dictating its terms from
challenging the political balance of forces in
the world. When creditor nations and
institutions wage FLIC, they are not engaged
in a 'linear activity' comparable with
traditional war in which debts are contracted,
mature and are paid off. They are, rather
carrying out a process without any forseeable
end, one that allows the North to keep a check
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upon any pretensions to real independence on
the part of the South and to ensure privileged
access to the Souths resources, and to its
industrial capacity, on the cheapest possible
terms. (42)

The use of the IMF and the World Bank as the instruments
of structural adjustment in Africa is seen as a logical step in
this recolonisation or compradorization process of SAP. The
role of those institutions as instruments of the expansion and
preservation of global capitalism as well as American / Western
hegemony is evidenced by the way in which they have been used
since the early 1980s to impose SAPs on indebted countries by
making them the only source of finance. But they are presented
as neutral, politically and ideologically by the western powers
and major shareholders who are quick to emphasise the economic
nature of their activities. The IMF, it is asserted, is noted
for disregarding the sovereignty of third world countries. 1Its
activities in the Third World by way of the conditionalities
and performance criteria it dictates to these countries is
often seen as an attack on their independence. Its perceived
role as debt collector or the International Ministry of Finance
has won it the hatred of the peoples of the Third World and
even some of its leaders. Former President Julius Nyerere of
Tanzania was compelled to castigate the IMF in these very
strong terms:

I do not know whether there are now people who honestly

believe that the IMF is politically or ideologically

neutral., It has an ideology of economic and social
development which it is trying to impose on poor

countries irrespective of their clearly stated policies.,

And when we reject the IMF conditions we hear threatening

whispers ... without accepting our conditions you will not
get our money and will get no other money. Indeed , we
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have already had hints from some quarters that money or
credit will not be made available to us until we have
reached an understanding with the IMF. When did the
IMF become an International Ministry of Finance?
When did nations agree to surrender to it the power of
decision-making? It is this growing power of the IMF and
the irresponsible and arrogant way in which it is being
wielded against the poor that forced me to make these
(unusual) remarks. The problems of my country and other
Third World countries are grave enough without the
political interference of IMF officials. If they cannot
help, at the very least they should stop meddling.(44)
This role of the IMF and World Bank as instruments of the
imperialist recolonisation of Africa is said to be demonstrated
by the policies which they have imposed on Africa under
Structural Adjustment Programme. The main features of SAP
include currency devaluation,removal of subsidies, cuts in
public expenditures,liberalisation of foreign trade,
encouragement of commodity exports, increase in domestic
interest rates and restraint in monetary expansion. There is
also deregulation in internal markets, privatisation of public
enterprises and increase in producer prices for farmers. Also,
the power of the IMF and World Bank over these countries is
derived from operating on a country-by-country basis and
conditionalities and cross-conditionalities imposed under SAP.
Therefore, adjustment here means reorienting African economies
towards the market system of production such that they can be
fully integrated into the world economy on terms laid down by
the West. SAP aims to integrate them into the new division of

labour of the capitalist world economy, but whatever the

intention, this will leave them in a marginal role.
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For Affican countries, this conflict of interest between
them and the western powers on the direction of structural
adjustment had serious implications for recovery and growth in
the region. The marginal position of Africa in the world
economy recommends a different approach to these problems than
the one set out by the IMF and the World Bank. This is because
even though all these changes in the world economy have
affected all developing countries, it is the African countries
which have fared worse. In this respect, even though these
reform programmes are ordinarily suitable, Africa has unique
problems and is different from other developing areas. This
lends Africa to a different treatment and it should therefore,
not be subjected to the same reform conditions as the others.
This difference is reflected in factors internal to Africa,
which have helped to cause underdevelopment and pose a major
obstacle to recovery and development. These factors are
peculiar to Africa and any attempts to solve the crisis must
involve a clear understanding of how they combine to perpetrate

underdevelopment. This is the task we undertake in chapter two.
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Chapter 2

A Profile of the African Crisis

The analysis of the African crisis has often been beset by
serious disagreements between two opposing perspectives: the
liberal-neoclassical perspective and the structuralist. While
the neoclassical perspective explains the causes of the African
crisis by emphasising factors that are internal,such as
excessive government intervention in the economy,
mismanagement,inefficiency, weak private sector, etc. The
structuralist position is largely the opposite, because it lays
more emphasis on external factors such as the structures of
unequal relationships,exchange,exploitation,etc,as the causes
of the crisis. This disagreement has often also led to
different strategies being put forward as solutions to the
crisis which engulfed Africa in the 1980s. An example of this
situation is the IMF/World Bank strategy of structural
adjustment which lays greater emphasis on internal reforms, and
the African position as contained in the Lagos Plan of Action
for example, which emphasises the need for external reforms as

well,
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However,theyposition which we take here is that this
disagreement need not be there because,to fully understand the
African crisis,the internal and external dimensions should be
seen as two sides of the same coin. That is,while it is
inconceivable to explain the African crisis without addressing
the external dimension,it is incomplete to do so without
looking at the internal weaknesses as well. We also take the
position that it is the kind of dialectical relationship which
has existed between the two historically,that has perpetuated
the crisis. This relationship was constructed and maintained
around the principle of comparative advantage between Europe
and Africa. It was a relationship which imposed product
specialisation on Africa in which it was left to produce raw
materials for European industries,and exchanged these with
European manufactures. This was the beginning of an unequal
relationship which was essentially put in place through the

European colonisation of Africa.

Also,this historical development led to the integration of
Africa into the capitalist world economy on very unfavourable
terms. For,being the weaker party in this relationship,Africa
was bound to lose because comparative advantage on this basis
has been proven to be harmful to weak economies.(1l) It stif’les
any attempts at industrialisation and national development
generally. Indeed, free trade based on comparative advantage
has always been favoured by the powerful countries who stand
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