only world region where per capita

output has declined consistently

throughout the decade, falling from
$752 to $641 (in constant dollars) in

1987. Per capita incomes in the same

period have declined by an annual
average of 2.6% — from levels ex-
| tremely low to begin with.
The economic setbacks have
- resulted in devastating impact on
' human development, with health and
education the hardest hit sectors. As
| the Alternative points out, Africa
may begin the next millennium with
a greater proportion of its population
being illiterate and unskilled than it
did at the beginning of the post-
independent era in the 1960s. These
chronic setbacks necessitated short-
term crisis management that often
lost sight of the African people’s basic
needs and aspirations. But as the new
African document makes clear, it is
| no longer possible to overcome
“short-term” economic crises if
developmental goals are lost sight of
and people’s health, education and
skills are rapidly deteriorating.

The blueprint argues that programs
for economic recovery can only be
successful if African governments,
drawing on the support and demo-
cratic participation of their people,
| take on the prime responsibility for
determining their own country
programs.

“This 1s a fundamental departure
from the current practice in which
| external development agencies play a
principal role in the formulation,
design, implementation and monitor-
ing of adjustment programs in
Y member states,” asserts the blueprint.
Viewed in this light, the current
adjustment process has implied a
“gradual erosion of sovereignty” —in
the sense that countries in need of
" external resources can often obtain
them only if they accept the donor
institutions” policy orientations.
Africa has particularly suffered from
such conditionality because the
weakness of its economies gave it
very little negotiating leverage.

he Alternative therefore asks
donors to allow African govern-
ments far greater flexibility in formu-
lating their policy reform packages
and to support these without requir-
Ing the strict conditionalities hitherto
in place, especially since most African
governments are committed to, and
have taken, the tough decisions

required for adjustment.

Adedeji insists that Africa is not
asking for a blank check or a retreat
from the principle of accountability in
the use of external assistance.

Unlike conventional adjustment
programs, which on the whole
prescribe a set of policy measures
that most African governments are
supposed to follow, the African
Alternative does not present itself as
a universal model. It is a broad and
flexible framework that governments
can use in designing their own
individual programs. It outlines
general policy directions that seek to
incorporate more immediate adjust-
ment measures with the process of
transforming the structures of
Africa’s economies.

Emphasizing therefore that this
argument in no way undercuts
African commitment to adjustment,
the Alternative categorically asserts,
“Africa has to adjust. Balance of
payments disequilibrium, fiscal
imbalances, inflation. . . cannot be
wished away or passed off unad-
dressed. But in adjusting, the trans-
formation of the structures that
fundamentally serve to aggravate the
SOcio-economic situation must
constitute the focus of attention.”

i

number of policy areas in the

blueprint are part of current
structural adjustment programs,

areas around which a broad consen-
sus appears to have emerged among
African governments, donor agencies
and the international financial
institutions. These include the need
for improved financial management
and efficiency of public enterprises,
along with tighter financial accounta-
bility; improved agricultural incen-
tives; export diversification, and

|

improved external debt management.
However, the document asserts

that orthodox adjustment programs

have failed in most African countries

' because the model which underlies

them “is essentially not adapted to
the African situation, which is
characterized by weak production
structures and imperfect markets. . .
Calling for the replacement of
government [ownership of businesses
and services in a country] with mar-
kets which hardly function is unjusti-
fiable, since it is only as and when the
necessary productive capacity is built
that market forces would become
competitive and progressively play
an increasing role as an engine of
growth and development.”

The Alternative dwells at length on
other ways in which orthodox
adjustment programs and policies are
Inappropriate:

* Tighter credit can lead to output
contraction and inflationary pres-
sures and a reduction of investment,
although i1t might succeed in improv-
Ing the current account.

* Higher interest rates might
Increase savings, but imperfect
money and capital markets encour-
age their use for speculative rather
than productive activities.

e Devaluation 1s designed to foster
greater use of domestic resources, but
often there are no appropriate local
substitutes for the technologies being
used. In addition, devaluation often
only marginally improves the balance
of payments in cases where exports
of primary commodities have fixed
quotas and are sold at prices deter-
mined by outside markets, but its
impact on inflation can be significant.
* Trade liberalization should make
local industries more efficient, but
often these are inadequately financed
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and undertechnoligized and therefore
are no match for the manufactured
goods emanating from highly sophis-
ticated overseas markets.
e The poor performance of public
enterprises in Africa has led to
“wholesale and doctrinaire” privati-
zation being proposed as part of
many adjustment programs, but the
“presumptive” institutional superior-
ity of private over public enterprises
has no theoretical foundation. “In-
deed, since the indigenous private
sector is often not strong enough to
take over state enterprises in many
countries, privatization could lead to
takeovers by transnational corpora-
tions.” What the Alternative finds
particularly objectionable is the
substitution of the profitability cri-
terion for the social welfare criterion
in such vital areas as water supply.
The Alternative’s assessment of
conventional adjustment programs
concludes that their “performance
indicators do not correspond to
Africa’s basic development objec-
tives. . . It is [indeed] possible to
record an improvement in these
indicators. That is why, in spite of
growth of gross national product and
exports and improvements in exter-

il

nal payments and budget balances in
some countries, malnutrition and
abject poverty have worsened, while
the other structural weaknesses have
intensified.”

he blueprint's specific policy rec-
ommendations aim not only to
influence the level and structure of
production, but also the distribution
of wealth and pattern of expenditure
for the satisfaction of essential
needs. The social dimension is at the
center of its concerns, hence it em-

| phasizes areas such as employment

generation, protection for the most
vulnerable groups and the satisfac-

tion of people’s essential needs.

To make implementation of suchan |

approach possible, the Alternative
challenges African governments to
promote democratization and
“greater mass participation in deci-
sion-making.” It acknowledges can-
didly that basic rights and individual
freedom are often lacking in Africa.
“This pervasive lack of democracy
also makes the mobilization [required
for reforms] difficult.”

Recovery. This article appears in the current
ISSUe.
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THE WORLD BANK

Searching for Common Ground

£ &"F" his is the toughest test of our

determination and our hu-
manity,” World Bank President

Barber Conable said last month at a
press conference to introduce a major
Bank study on Africa. Conable said
that improving the quality of life and
“fighting the crushing poverty which
afflicts hundreds of millions of
Africans” are among the most
formidable development challenges
the world faces.

Sub-Saharan Africa: From Crisis to
Sustainable Growth was two years in
preparation, and early drafts went
through a lengthy process of consul-
tation between the Bank and a vari-
ety of groups, including African
officials, other governments, private
business people and development
agencies.

The attractively-presented report is
an attempt to look at Africa’s needs
from a long-term perspective, and it
adopts much of the language of
recent criticisms of World Bank

policies. As recently as last April,
when the Bank released a report
saying that the harsh economic
reform packages known as structural
adjustment programs were working,
African leaders blasted the Bank’s
approach.

Adebayo Adedeji, Executive
Secretary of the Economic Commus-
sion for Africa, a UN agency based in
Addis Ababa, Ethiopia, described the
attempt to paint a rosy picture of
those countries implementing struc-
tural adjustment programs as “cyni-
cal in the extreme.” Former Canadian
UN ambassador Stephen Lewis, who
was representing the UN secretary
general on an African task force,
told the Guardian newspaper in
London that he personally saw the
Bank report as “a lousy document,
prepared with a questionable data

base.”

In the months since then, the Bank
and the ECA have held numerous

the interest of arriving at a plan for
Africa that could win broad interna-
tional support. Public statements and
documents also have attempted to
heal the split. Again and again,
Africans are emphasizing that they
recognize the need for dramatic
policy reforms, and that they accept
the blame for past mistakes as well as
responsibility for the future. And
both in language and in recommen-
dations, the World Bank study that
was released on November 22 has
moved toward the African position of
emphasizing the effect of economic
policies on peoples’ lives.

Barber Conable said, in presenting
the report to the press, that it outlines
a strategic agenda for the 1990s,
which “if followed, will reverse the
economic decline which has afflicted
so many of the African countries and
peoples.”

The report summarizes the strategy
in seven recommendations:

e Adjustment programs should
continue to evolve. Programs must
take fuller account of the social
impact of reforms and increase

talks aimed at narrowing the rift, in expenditures on human resource |

e ——————
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