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DEBT RELIEF: COLONIALISM IN DISGUISE
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“The first Structural
Adjustment Program (SAP)
agreement between Somalia
and the IMF was signed
in 1981

Structural Adjustment as Development Strategy?
Bananas, Boom, and Poverty in Somalia*

Abdi Ismail Samatar

Department of Geography, University of Mi Mi
and Unicersity of lowa

lis, MN 55455

Abstract: The World Bank and the International Monetary Fund have become
the most powe devel ists in the Third World.
Structural Adjustment Program (SAP) is the code term for their main strategy.
One of SAP's objectives is to induce a business climate attractive to investors in
Africa. Such i are to enhance productivity and i
development. This study evaluates Somalia’s banana industry and associated
foreign investment in the 1980s. The analysis shows that foreign investment
dernized banana prod and i d exports, but did not improve the
starvation wages of plantation workers. Moreover, since nearly 75 percent of the
earnings from exports leave the country, such investment does not enhance

Somalia’s capital accumulation fund.
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Since 1980 almost forty African govern-
ments have turned to the IMF for balance
of payments support, while half this number
have received World Bank structural ad-
justment loans. . . . Never before have the
international financial institutions wielded
such pervasive influence on policy formula-
tion in Africa: not since the days of
colonialism have external forces been so
powerfully focused to shape Africa’s eco-
nomic structure and the nature of its
participation in the system. (Loxley and

socialism, capitalism, government, World Bank, IMF, foreign investment.

have been vigorously debated (World
Bank 1981b, 1983, 1986, 1989; Torrie
1983; Helleiner 1983; Havnevik 1987;
Cornia, Jolly, and Stewart 1987, 1988;
Hutchful 1987; Bevan et al. 1987; Camp-
bell 1988; Clapp 1988; Sachs 1989;
Streeten 1989; Commander 1989; Oni-
mode 1989; Lele 1990; Dell 1981). Debate
over the long-term effects of structural
adjustment on the Third World in general
and Africa in particular is organized along
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“The confluence of these conditions marked the beginning of the
hegemony of economic liberalization. “Former” Italian interests

began negotiating with the Somali government on private
investments in the banana sector.”

STRUCTURAL ADJUSTMENT AS DEVELOPMENT STRATEGY? BANANAS, BOOM, AND POVERTY IN SOMALIA
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“In 1981 the IMF forced the government of and Asia : fncq

Somalia to liberalize the economy, m

public services, devalue the currency/and cut|
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[bid the foundation for ruin and disaster.”
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“These were transactions among consenting adults.

The creditors were not naive babes in the woods.

They included sophisticated international financial

institutions (IFls), such as the World Bank and the
International Monetary Fund, the world’s most
powerful governments, and the world'’s biggest

o031 00l=1ge[e| N oTe]3 45 The creditors knew, or
should have known, the score.
And they continued to lend.”
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“Agencies saw themselves as being primarily

in the business of dishing out money,
so it is not surprising that much

went into poorly managed
economies-with little result.”
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“The evidence indicates that a substantial
fraction of the funds that African
governments have secured from lending

institutions and development partners
either never made it to Africa or were
diverted into the private pockets of
politically influential individuals
and their associates.”
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“Rafael Correa, Ecuador'’s T,
Ecuador defaults on sovereign bonds

leftist president, announced

By Naomi Mapstone in Lima DECEMBER 13 2008

the country’s second foreign
debt default in a decade

Unlock the Editor’s Digest for free

Roula Khalaf, Editor of the FT, selects her favourite stories in this weekly newsletter.

yesterday, saying =l e > Ea

Rafael Correa, Ecuador’s leftist president, announced the country’s second

foreign debt default in a decade yesterday, saying the debt was illegitimate and

describing bondholders as "real monsters”.

Ecuador’s refusal to meet the $30.6m payment on the country’s Global 2012
bond, despite the fact that it has $5.65bn in cash reserves, sent dollar-
denominated debt prices down sharply.

"I gave the order not to pay the interest and to go into default,” Mr Correa said.

"We know very well who we are up against - real monsters.”

The president said he was prepared to face international litigation over the
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“Amazingly, or perhaps more

appropriately criminally, as one

fhdependent source gives total
Eiebt of Somalia in 2013 as
[53.054 billion, IMF imposed

!Iebt on Somalia under suspect

Eircumstcnces for that same
lrear of 2013 was $4.989 billion.
e find a massive hike of
51.935 billion which is both
!moccounted for and remains
Linexplained!”

Enslaved by Any Other Name: A Comprehensive Guide to
Somalia’s Public Debt in 12 Simpie Steps
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PRESS RELEASE No. 23/438

News > amEoEQ

IMF and World Bank Announce US$4.5 billion

Related Links in Debt Relief for Somalia

Somalia and the IMF »

Heavily Indebted Poor Countries -- A
Factsheet »

Listen with Speechity

Multilateral Debt Relief Initiative (MDRI) » ’ ) °

Press Releases » F
WASHINGTON, DC:The Executive Boards of the International Monetary Fund
(IMF) and the World Bank's International Development Association (IDA) have
annravadlll tha Hasuil Indahtad Dans ntriae (LIDCY Initiative Camnlatinn Drint
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“The estimated total stock
of outstanding debt as of SOMALIA
end—2023 Stcnds Gt FIRST REVIEW UNDER THE EXTENDED CREDIT FACILITY

. ) Apei 17,2004 ARRANGEMENT, AND REQUESTS FOR MODIFICATION OF
US$7663 ml”IOh, of Wthh, PERFORMANCE CRITERIA—DEBT SUSTAINABILITY ANALYSIS

U SS 6 9 8 4 m | | | iO n iS exte rna ’ Approved By Prepared by the staff of the International Monetary Fund

Thanos Arvanitisand  (IMF) and the International Development Association (IDA).
Allison Holland (IMF),

while US$678 million Manuela Francisco and

Hassan Zaman (IDA)

INTERNATIONAL MONETARY FUND

represents central [Risk of external debt disress: Moderate
“Overal sk o deb distress _

government wage arrears.” Granularity inthe isk rating

Application of judgment No

Moderate

Substantial space to absorb shocks

This Low-Income Countries Debt Sustainability Analysis (LIC-DSA) provides an update of the
December 2023 LIC-DSA. The updated LIC-DSA incorporates three new elements: (i) updated
borrowing assumptions that incorporate IDA20's moratorium on hardening of financing terns fai\
countries affected by extreme fragility, such as Somalia, which in practice extends the grantiséatu.
for Somalia until end-June 2025 (previously end-June 2024), (ii) shift in the first year of

projections to 2024 (previously 2023), and (iii) updated macroeconomic forecasts. As with the y
December 2023 LIC-DSA, the baseline assumes full delivery of debt relief under the HIPC

Initiative, Multilateral Debt Relief Initiative (MDRI), and beyond-HIPC assistance at the
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The Transfer
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“The HIPC process is aimed not at We&]th

canceling debts..... Rather, it is designed to Debt ang the making

Ofa G/Oba/
massage debt figures down to a level where South

they would be deemed “sustainable” again
according to the criteria of the
International Monetary.”
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“Recent initiatives for debt relief hc »;"»‘D/S CONTENTS
effectively given the IMF even more power, —=

because unless the IMF approves the country’s e é—::gL:zAnoN
- A OF TRUMP

economic policy, there will be no debt relief.

This gives the IMF enormous leverage,

as the IMF well knows.”
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“This wholesale ‘one size fits
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all’ formula of applying
The Loss of Sovereignty: How International Debt Relief Mechanisms

conditionalities smacks of
propagating a particular
economic ideology at the
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s Abstract
fl"eed O m tO fO rmu | Gte th e Ir This article discusses the process that debtor countries go through in the two mechanisms created to work out solutions

for their huge and unpayable external debts, namely, the Paris Club and the Heavily Indebted Poor Countries (HIPC)

H : Initiative. As the international lending process is structured today, it is through these me: sms that debtor countries
own national economic plans il o Brpivetit, rauction o 1sbatulig. The Sbsoli il SE s o sy 1y oo smiioe
will be examined, together with the crucial role reserved to the International Monetary Fund (IMF) as the final
fo r th emse l ves ” dispenser of the *stamp of approval’ whether debtor countries will ultimately get debt relicf. Also, this article identifies

. the so-called “conditionalities’ that are attached to debt relief obtained through the Paris Club and HIPC Initiative. What
sort of policy prescriptions, ‘structural adjustments’ or other domestic changes are being pushed through these
mechanisms? And finally, this article examines how these conditionalities comport with the principle of economic
self-determination of peoples that supposedly guarantees their right to pursue an independent process of economic
development. Essentially, this article attempts to answer these questions: Are the Paris Club and HIPC mechanisms
fundamentally at odds with economic self-determination? And more generally, are they respectful of the *rule of law” i~
the international system?
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The Loss of Sovereignty:

How International Debt Relief Mechanisms
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“The Paris Club and the HIPC Initiative are

. . DEBT, THE
powerful and coercive instruments of the b

WORLD BANK

major creditor countries. Through these debt
relief mechanisms, creditor countries are
pushing their own economic paradigm to the
poorest of debtor countries who are pressured,
or rather coerced, to submission.”
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“The HIPC initiative has achieved its hidden CERE e amE,
WORLD BANK

goal: countries have continued to open up
their economies, privatize their public companies, ERIC TOUsSAINT
reduce their social spending, repay their debt, OAMIEN MiLL g7
and show an appropriate docility.”
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Reduction of So;li;.li health budget after 2023
debt relief a betrayal
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INTERNATIONAL MONETARY FUND
“To be considered for HIPC
Initiative assistance, a country

Develop a Poverty

Reduction Strategy Paper
(PRSP) through a broad
based participatory process.”

DEBT RELIEF UNDER THE HEAVILY INDEBTED POOR COUNTRIES (HIPC) INITIATIVE
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“The IMF and the World Bank have DEBT THE IMF,
changed the words, changed the WORLD Bank
acronyms, changed their methods of ERic TOUSSAINT

. D, ;
consultation, but they have not AMIEN My | gy

changed an iota of their creed.”
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“It has changed in name alone.
‘Poverty Reduction Strategy’ may sound good,

it has a social ring to it, but it is, after all,

structural adjustment.
A new, but not even improved, SAP."
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“NDPS was submitted to the IMF Country Report No. 23/287
IMF and World Bank on SOMALIA

. POVERTY REDUCTION STRATEGY PAPER—JOINT
OCtOber 15' 2019‘ to fUIﬂ“ July 2023 STAFF ADVISORY NOTE

th e E n h (o] Ced H eavi I y I n d e bted The attached Joint Staff Advisory Note on the Poverty Reduction Strategy Paper for
Somalia, prepared by the staffs of the World Bank and the IMF, was distributed with the
H member country’s 2020 Annual Progress Report on the Poverty Reduction Strategy Paper
poo r Co u ntrl es ( H I pC) (PRSP) to the Executive Boards of the two institutions. The objective of the JSAN is to
provide focused, frank, and constructive feedback to the country on progress in

I n |ti a tive'S poVe rty red u Ct| on implementing its Poverty Reduction Strategy (PRS).

strategy requirement.”

Copies of this report are available to the public from

International Monetary Fund e Publication Services
PO Box 92780 « Washington, D.C. 20090
Telephone: (202) 623-7430 » Fax: (202) 623-7201
E-mail: publications@imf.org Web: http://www.imf.org

International Monetary Fund
Washington, D.C.
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“Despite the rhetoric of country ownership, ;’gj,g;t;wﬂd Bank ang
anagerialism

there are numerous signs that this remains

little more than window-dressing. Documents
are often written in English even when the
supposed “country-owners” of the process don't

understand the language, B O R0
dominance of headquarters and
myth of devolved o P
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Globalization and the
Nation State

The impact of the IMF and the
World Bank

“As one finance minister said recently of his

Lidizod by
l ; Guseay Ranis, James Raymond Veeelan,
country’s poverty-reduction strategy: T =

Howtndpe Stuates in the Modern Werst Fenemy

“We do not want to second guess the Fund. We

prefer to pre-empt them by giving them what j R

they want before they start lecturing us about
this and that. By doing so, we send a clear
message that we know what we are doing
i.e., we believe in structural adjustment.”

goall go aall deayilyiul slac] rie ails &8)ledl dulall sljjg aal calyicl cuunyg
cind coamy @lgall elitllg @lgall 381l Ggain CMpAdT Jgedgiy Lo Lle amils

aiwgall Gpilm ga ayadiill Fugill gl Clals il
clitllg @lgall Aill Ggrinm @le guopitall @l danlg )Ll gmill 1am Jupg

cligll sXém @laoy godll jmga g .aulSimll Cilaeill ggacay amily @lgall
aniged Alalial dalles @le ghidlg @o Ougguiall slayimX diglgd



EMPAS G

A

0

_ ki
W

=

—
OO0 N
OO

8afloll of JS3 Cun dalpay cadgall 1am (e Gulwll @llagiall dllall pijg jic Adg
olol amijgn At COlS Oguall oA’ @aliy (w logle Ighan @il and
Oatlgall amiLs i



Ol @llagall cieidll (o Ayl sillg oliséa @il Jgl :@lu ganpll are Jgby
oliedg Lo A1oii @i «(ilisloiXl g1dqgig (ulill ga guglall Glc )26l gm «aama
Cilisleil Ciedg Jlagall ¢ lglgsyl gulill &89 LTSl i gm am3l . JalS JSiily

Gty jlail 1amg «iacg LaS el @f Orele J1d



@lgall 181l Fgainm lmlay @ill &liall agmall ga @cyll @le (osiligh Gag
@uladl el @G| JMA go dupA dlehias lampno’t pgail @lgall ¢litllg
X @l mbits 8)aleall Cuiyil a86 gsall o aall diayilyiul d8)g @le Jilaiag
Bya @6 Imapagi @i dplal Alulw g S aa @l d8)gll 9gSii o)<l oSy
@il a1615all cagylall dalles gl &iSlge @ Ciliia @ill Giligl cilleg .dewga
ciaal gaall @le gugala yili ml 995y Of 04 3319 g8l @le gulill lnmalgy
@6 dgyyell sagaall aululll Glaiadl jjeil @yal slal jsell ga aall dyayilyiwl
266 gsall sllg (o werk gl dpaieall daiill jjei of ga a9 dalill Jgal
el S aniad¥l Jgall zllas A1) Al QIlEN GALAiedl Jlbdl acy @b Camb

Ja 09 dgaiill yasig Blgluall pac @ dliaiall dpulwdl LLas! &Sl



clidl gal :élygugii doala S galaidl oA wolyiug] July elbig Jgdy
@hal" euwi @ullell 80l o asll i @lgall a8ill Ggaing @lgall

emg gdall (a aall aarilyil d8)g @6 d&a)as g "j8all (o aall dragilyiul

da0n 1246 (4 e ya alis

dosla @0 Lenal ge o) go [uiS Jaos (aAdlls 188 @iialdy Lo Spled Jm
ol gauy ail gm Lsys] @lf polul gl jgjl Laxic amblal guall cAlajllg «ljgigns
dugigdl Cilaall o ggill 1am @ Lusyyd] shao s gl Luspel Al6TX dlanll

as)ladl liftmly grasll guii lmil gary @il dSypedlg

eloli o Tagi of il ga @il dxlaall agmall (o ggill [aml Jlas angs X O3
cun alash @lSimll cuSill paladl z3gat 0u galdli1al . Jigaill (1axg Inwes
@l Ll ga dbhAall elli ja)aiq By16é dlgs aleat Ol ciay Lo glaidilg @6 ))&

€3 o galAT 1Al Eld zaiy ol .Jouwdl



ddyg1 Il j8all @le anl Jass ol X 8ol (o anll duarilyil Glgl g aldi
J861l (1o aall drayilyiwl

dd)g1 1l j86ll @le anl (A8 ol gdall ga anll drayilyiul Ghgl (o galdi
J8611 (1o anll drayilyiwl

1. South Sudan =
Burundi ERkce
B.cAR
. DRC :
BiMozambique

E- Niger Poorest Countries in the

: World 2024
¥ Malawi o

MAY 6, 2024

B. Liberia
Author: Luca Ventura
BiMadagascar % 4 o B

10. Yemen The world’s poorest countries suffer from civil wars,
ethnic and sectarian strife. COVID-19, soaring inflation
and the war in Ukraine made their bad situations worse.
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DEBT, THE IMF

“There now seems to be an emerging
consensus, however, that many African
countries continue to suffer from a debt
overhang despite the HIPC Initiative and

various actions in the context of the Paris Club”
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DEBTS OF AFRICAN COUNTRIES
THAT COMPLETED HIPC PROGRAM
[AS OF DECEMBER 2023]

COUNTRY | EXT.CREDITORS | IMF LOANS COUNTRY | EXT.CREDITORS | IMF LOANS
BENIN $2.804 B MADAGASCAR $3.085B
BURKINA FASO $3.056 B MALAWI $2.102B
BURUNDI $0.611 B MALI $4.192B
CAMEROON $9.375 B MAURITANIA $4.150 B
C.AR $0.780 B MOZAMBIQUE $10.910 B
CHAD $1.724 B NIGER $3.728 B
COMOROS $0.200 B RWANDA $3.258 B
D.R.C $4.963 B ST AND PRINCIPE $0.293 B
REP. OF CONGO $4.605 B SENEGAL $8.571B
COTE D'IVOIRE $13.070 B SIERRA LEONE $1.615 B
ETHIOPIA $27.270 B SOMALIA $0.766 B
THE GAMBIA $0.587 B TANZANIA $22.054 B
GHANA $20.467 B TOGO $1.442B
GUINEA $1.458 B UGANDA $6.241B
GUINEA-BISSAU $1.095 B E ZAMBIA $11.660 B
LIBERIA $0.826 B
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Debt: $13.070 B

Poverty:
“Céte d'lvoire may be one
of West Africa’s biggest
economies, but the majority

of its people have no share

in the country’s economic
success”

GERMAN MINISTRY OF ECONOMY

Debt: $8.571 B

Poverty:

“Senegal is one of the most
stable countries in West
Africa. However, this stability
barely conceals the poverty
that prevails there. More than
half of its 15.4 million
inhabitants (2016) live
below the poverty line. “
OXFAM INTERNATIONAL

Debt: $3.258 B

Poverty:
“More than half of the
population 56.5% live on
less than $1.90 a day and
FCDO's analysis finds that
poverty reduction has
“stagnated” since 2014."

THE GUARDIAN
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“Development is about transforming the : '
lives of people not just transforming Human Development
economies.... Development is not about conomics
factories, dams and roads.
Development is about people”

Fouad Sabry
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“In fact, prior to the large monetary
injections in Somalia in March

of 1999 and then in 2000, m

Avallable online at www.sciencedirect com

.“ ScienceDirect

ELSEVIER Journal of Comparative Economics 35 (2007) 689-710

Better off stateless:
Somalia before and after government collapse

Peter T. Leeson

Leeson, Peter T.—Better off stateless: Somalia bef
Could anarchy be good for Somalia’s developme e predation goes unchecked government may

and after government collapse
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H.EM. Abdirghman D. Beileh
Minister of Finance
Federal Republic of Somalia |
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END OF PART 02

TOBE CONTINUED
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