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I. INTRODUCTION

1. As part of its mandate to assist the African countries in the on-going inter-

I national negotiations, the ECA Secretariat organized and serviced the preparatory

meeting of the African Governors of International Monetary Fund (IMF) and the Inter

national Bank for Reconstruction and Development (IBRD) which was held in Addis

** Ababa from 25 to 29 July 1983 and the Annual Meetings of the IMF/IBRD which took'
place in Washington from 27 to 30 September 1983. The main objective of the

preparatory meeting was to enable the African group to prepare their positions

through the memoranda to the Managing Director of the IMF and the President of the

World Bank.

2. The African countries expressed their grave concern about the deteriorating

world monetary situation and more particularly its adverse impact on the African

balance of payments and external debt situations, and their serious consequences on

the development prospects for the region. The memoranda inter-alia called upon the

two institutions to explore new ways of increasing the resource flows on

concessionary terms to the African countries not only for balance of payments :

support but also to enable the countries to introduce the necessary structural

adjustments to ensure self-sustained economic growth. The African countries reiterated

their position concerning the world monetary and financial situation expressed in

the "Libreville Memorandum on Trade and Development" which formed Africa's input

to the negotiation platform of the Group of 77 at the sixth session of the United

Nations Conference on Trade and Development (UNCTAD).

3. The Annual Meetings of the IMF/IBRD discussed a number of important issues

including the decline in the industrialized countries' demand for African exports and

the negative impact of the decline in world commodity prices and volume of exports.
It took note of the instability of exchange rates which complicated economic management

and the ensuing worldwide inflation as well as the declining terms of trade, these
and other adverse developments had increased the current account deficits and

intensified the financing problems. The meeting also examined the nroblems arising

from the insufficiency of and the declining disbursment of official development

assistance in the face of increasing external indebtedness and the resulting problem

of debt service faced by developing countries.

II. THE INTERNATIONAL ECONOMIC ENVIRONMENT

4. The continuing recession in the industrial world had severely constrained

developing countries' growth in 1982/1983 especially for the African countries.

This resulted in the drop in industrialized countries' demand for primary commodities

affected the prices and volume of developing countries primary exports. At the same

time restrictive monetary policies, pursued by a number of industrialized countries

in order to control inflation had resulted in increased interest rates thereby

exacerbating developing countries' efforts to service their debts.
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5. The fall in the price of oil was of concern to oil-exporting developing

countries. The combination of declines in export receipts with the increase

in the price of imports due ,tp inflation and the high interest rates in

industrialized countries.created severe balance of payments problems for most

developing countries, ..As a result, some of these countries were unable to

meet their debt service obligations while others had to mirsue severe adjustment

policies to reduce their current account deficits which slowed down their
growth rates.

6. In their memorandum to the Managing Director of IMF, the African Governors
expressed their concern about "the continued slow-down of economic activitiy

in the industrial countries with the attendant decline in the volume of world

trade and intensification of protectionist pressures has seriously affected

the economic performance of most developing countries. Added to this are the

sharply increasing debt servicing costs caused by high real interest rates

and the appreciation of the dollar. Desoite the slower rate of debt expansion,

debt service as a proportion of exnort earnings reached 24 per cent in 1982 compared

with 20 per cent in 1981 and 15 per cent for 1976 and 1977." They however, noted

that despite these adverse developments, the combined deficit on current external

payments of African countries were reduced from $108 billion in 1981 to US$87 billion

in 1982 and was expected to reduce further to US$68 billion in 1PS3. This decline

in the deficit balance was achieved at the cost of a severe contraction of imports
and consequent curtailment of development programmes.

7. The African Governors stressed that the average growth rate of GDP for the

region has dropped from 4.4 per .cent in 1980 to 1.1 oer cent in 1982. This

situation was more alarming because of the sharp decline in the reserves to imports

ratio from 18.4 per cent in 1973 to no more than.5 ner cent in 1983. In addition,

the combined effects of the inflation in the developed countries, high interest

rates and deteriorating lending conditions have exacerbated Africa's external

indebtedness which is estimated at US$93 billion in 1983. In addition, the

African Governors urged the industrial countries to dismantle existing trade

barriers thereby open their markets to African products so as to assist the

latter in increasing their exnort earnings.
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III. "PERMS OF TRADE OF DEVELOPING COUNTIES

8* The IMF/World Bank Annual meetings recognized that the major factors affeo—

' ting developing countries1 terms of trade were increased oil prices, falling

Jprioes of primary products and the increase in the price of industrial goods*

Some developing countries had positive trade balances, however, the overall

terms of trade have declined by about 30 per cent since 1970* Furthermore,

although, developing countries1 exports of merchandise increased about 2 per cent

in 19^2, this was not sufficient to compensate for the deterioration in the terms

of trade* As a result, many developing countries, which had aohieved high rates

of GDP Growth through export expansion especially during the early 1970s, saw

their receipts fall substancially and a decline in the rate of growth of GDP in

early 1980s* This situation soriously affected the current account balances of

many developing countries*

9« The Afrioan Governors also noted that according to the IMF many African

countries will continue to face difficulties in servicing their external debt

and the growing ourrent account deficits with their negative impact on the

capacity to import* A good portion of the balance of payments problems oh

current accounts are externally induced and as such need structural adjustments

in the form of additional financial resources into the poorer countries through

increased official development assistance and concessional lending programme of

the international financial institutions including the IMF, the World Bank and

other multilateral and bilateral lending institutions* The African governors

also stressed that the provision of more debt relief through rescheduling of

debt repayments and conversion of official loans into grants would go a long way

in ameliorating the plight of many Afrioan countries* Without such immediate

assistance, not only are the more severely affected countries in danger of

economic collapse but the economic recovery now underway in the developed

world would be aborted as the developing world which now takes about 30 per

cent of their exports would not have the means to sustain such imports*

IV, -IE: &W3L32ZS&L ^/IE7 OF

10# VfiLth respect to the revision of quotas, the African Governors commended the

Managing IHrector and the Executive Directors of the IMF for accelerating and

completing their work on the Eighth General Review of Quotas exercise* However*

they regretted that the mode of distributing the increase in quotas has resulted

in a decline in the share of Africa in total quotas and votes* Given the gross

inadequacy of the new increase in quotas and its inequitable distribution, the

African Governors proposed that the Fund should 0teart ocnaideration of new

arrangements to bring forward the Nineth General Review of Quotas* In this connec

tion, they welcomed the increase in resources made available under the General

Arrangement to Borrow (GAB) from SDR 6,4 billion to SDR 17 billion*
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V. CONCLUSIONS

11* The 1983 IMP/lBRD Annual Meetings took place during a prolonged recession in

which many developing countries were forced into adopting contractionary policies

to reduce imports with a view to curtailing their current account deficits* From

available statistics it is evident that the lower rates of growth in the develo—

ping African countriesj particularly in sub—Saharan Africa, resulted in further

deterioration in living standards whioh were already quite low in the 1970s*

12* The severity of these problems has generated great oonoern in African coun

tries and thus prompted the call on the World Bank to increase its efforts to

mobilize additional resources to finance the high priority investment projeots

of borrowing aountries. It is hoped that the experimental programme of co—finan

cing with Commercial Banks will exert positive influence on the commercial lenders

and lead to an expansion of their lending to the developing countries on more

favourable terms* It is also hoped that due consideration in the IDA and IFC

funds to assist the African countries, especially the least developed and the

droughts-stricken countries to generate growth in the otherwise stagnating eco

nomies*


