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The Scope of Africa's Economic Crisis 

The following article is adapted from Deputy Assistant 
Secretary of State Lyman's address to the opening 
session of a conference on "Africa's Economic Crisis" 
hosted by the CSIS African Studies Program in Wash
ington, D.C. on March 3, 1983. The views are those 
of the speaker and not necessarily those of the De
partment of State or any other part of the United 
States government. The agenda for the conference, at
tended by over 100 representatives of commercial and 
investment banks, corporations, Congress, various ex
ecutive branch departments of the U.S. government, 
the IMF and World Bank, the media, and academia, 
appears on page 3 of this issue of CSIS Africa Notes. 

Africa's current economic crisis cannot be separated 
from the worldwide economic recession that has led 
to severe financial stress in countries as diverse as 
Poland, Mexico, Brazil, and Venezuela. Viewed in glo
bal perspective, Africa's position on the spectrum of 
crisis areas is not in the most alarming range. Indeed, 
U.S. commercial bank exposure in Argentina is equal 
to that in all of sub-Saharan Africa, and Africa ac
counts for only 5 to 10 percent of the debt service of 
all the less-developed countries. But there are certain 
aspects of Africa's economic crisis which give it a very 
special character and special implications. 

If Africa's difficulties are minor in terms of the 
dimensions of the world economic crisis, they are not 
at all minor in terms of Africa itself. Africa entered 
the decade of the 1970s in a strong position to ac
cumulate and service external debt, and survived the 
oil price rises of the 1970s through increased borrow
ings covered by the rise in commodity export prices. 
As a result of the subsequent drop in many of these 
prices, African countries that seemed a sound credit 
risk in the 1970s are struggling for financial credibility 
today. 

In 1970, African countries' public and publicly guar
anteed loans were no more than $5-6 billion. Esti-
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mates of the corresponding figure for the end of 1982 
have run as high as $66 billion. In 1973, only three 
sub-Saharan African countries had debt service ratios 
in excess of 10 percent. By 1980, 14 countries had ex
ceeded 10 percent and several had reached 40 per
cent; at least three had reached more than 100 per
cent in the ratio of debt service to expected export 
earnings. Between 1980 and 1982 a dozen African 
governments engaged in formal debt rescheduling 
negotiations. Several have had to reschedule their 
debts more than once; Zaire has rescheduled four 
times in the last two years and is still deeply in ar
rears in the latest rescheduling. 

The debt crisis, however, is only the surface mani
festation of a much more intractable problem. Africa 
has been largely stagnant for more than a decade. Its 
growth has lagged behind that of every other conti
nent. Most of the countries of Africa have had very lit
tle or no per capita growth during this entire period. 
Africa is the only continent in the world with declining 
per capita production of food. Throughout sub
Saharan Africa, one finds today case after case of 
near bankruptcy. Reserves are gone and budgets are 
under such strain that basic services as well as the 
repayment of international obligations are suffering 
shortfalls. 

Too many countries are having to struggle to make 
the most essential purchases and the most urgent 
payments. Oil shipments are being purchased on a 
day-to-day basis in many cases, and licenses for im
porting the most vital raw materials are haphazardly 
handed out. Financial managers and central bank di
rectors engage in an elaborate juggling of payments to 
various creditors that defies description or comprehen
sion, until or unless they have come under a major 
debt rescheduling regimen. Development efforts are 
floundering. In one country, it is estimated that the 
local currency funding of projects is at no more than 
25-40 percent of the budgeted amount. New projects 
are coming under serious question, and the World 
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Bank is urging donors to shift resources into rehabili
tating existing investments. No wonder industries are 
operating in many countries at 10, 20, or 30 percent 
of capacity. Not only are exports declining but funda
mental health services, agricultural extension, roads, 
transport, and other infrastructure are deteriorating. 

How Special Is the African Case? 
As difficult as the situation is in countries such as 
Brazil, Argentina, or Mexico, there is a general feeling 
that those countries (as well as many of the more 
developed countries in the Third World) have the eco
nomic capacity to overcome their problems, interact 
effectively with the industrial nations, and in time pay 
their debts. The countries of southeast Asia, for exam
ple, have weathered the current economic recession 
much better than Africa because they are better 
managed, their exports are far more diversified, and 
they are experienced in the art of attracting capital. 

In Africa, by contrast, dependence upon one or two 
or maybe three basic raw materials as the basis for 
foreign exchange earnings is the rule rather than the 
exception. There is no country in sub-Saharan Africa 
(aside from the special case of South Africa) with a 
broad or even broadening industrial base capable of 
participating in the global or even Third World export 
market. Studies that have been made of key countries 
to explore ways they can expand and diversify their 
exports almost invariably come to the same conclu
sions. Whether one is talking about Nigeria or a half 
dozen other major African countries, the reality has to 
be faced that there is a lack of the infrastructure, 
basic technology, trained manpower, and institutions 
in place required for a rapid diversification of exports. 

In summary, what is apparent as one looks at the 
African situation relative to other parts of the world is 
that the problems are more chronic, more structural, 
more complicated, and more long-range. By nearly 
every measure, Africa is simply far more underdevel
oped than any other part of the Third World. Even in
digenous agricultural technology is at a lower level 
than that found elsewhere. 

Moreover, we have to understand that what we are 
seeing in Africa today is not going to be quickly 
turned around. While many African oil-importing 
countries will benefit from the decline in oil prices and 
a decline in interest rates, any real turnaround in their 
economic prospects is at least two years away. In 
some of the most optimistic projections that we have 
made for countries that are reasonably well managed 
and well supported, the balance of payments gap sim
ply grows and grows and grows from 1983 to 1984 to 
1985. 

The Political Dimension 
To understand fully the scope of the current economic 
crisis in Africa and its political implications, we have 
to look past the broad numbers. The devastating ef
fect of the fall in export prices is self-evident. The 
price of copper, Zambia's and Zaire's main export, 
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has dropped to the lowest real level in 30 years. We 
can see what the depressed prices for diamonds are 
doing to the economic underpinnings of Sierra Leone 
and Botswana, and the effects of lowered iron ore and 
timber earnings on Liberia, of the cocoa and coffee 
situation on the financial structure of Ivory Coast, and 
how the oil glut has now shaken the burgeoning 
economy of Nigeria. But there is something else hap
pening in Africa that is more fundamental, with as yet 
unpredictable political implications. 

In addition to statistically measurable economic 
problems, we are witnessing a deterioration of much 
of the economic thinking and many of the institutions 
that have guided Africa for the past 20 years, as well 
as a fraying of the social fabric. Violent crime is on 
the increase, and it can no longer be said that one is 
safer on the streets of an African city than an Ameri
can one. 

Governmental institutions, painstakingly built up 
over 20 years, are now on the defensive. African coun
tries, whether capitalist or socialist in ideology, have 
been inclined to rely heavily on governmental institu
tions to carry out a broad range of economic 
functions- the development of new industry and the 
marketing internally or externally of food, export 
crops, and other products. These institutions serve 
dual purposes, because they can be used to provide 
jobs, develop linkages, and expand political power. 
Tanzania's parastatals account for an income of $2 
billion, for example, while the budget of an agricul
tural marketing agency in another country exceeds the 
total value of the crop to be marketed. Today, these 
institutions-bloated, inefficient, costly-are increas
ingly viewed by Africa's "have-nots" as symbolic of the 
status quo, of privilege, and of elitist corruption. 
Perhaps we are seeing in Ghana the prototype of 
populist revolution against a whole class and system 
that finally erupts from a long period of decay and 
degeneration. 

How do we assess the political implications of the 
unravelling of Africa's social fabric that is occurring as 
a corollary of the continent's economic crisis? Frank
ly, I think that we have to admit a lack of knowledge. 
It was fashionable, perhaps a year ago, as the depth 
of this crisis became apparent to us, to predict the 
possibilities of major political upheavals in Africa. The 
utter failure of the civilian Ghanaian government to 
grapple with the country's economic disintegration 
can, indeed, be related to the 1981 coup and the po
litical/military anarchy that pervades Ghana today. 
Economic causes can be cited for the 1980 coup in 
Liberia, for the attempted 1982 coup in Kenya, and 
for troubles elsewhere in Africa. Riots in Sudan over 
the government's decision to reduce food subsidies 
have generated predictions that the kind of austerity 
demanded of African governments in this period could 
lead to greater political instability throughout the con
tinent or perhaps a reversion to stark repression by 
governments under stress. I think, however, that we 
have to be very careful in making such sweeping pre
dictions. We don't know enough about the African 
scene. 



When I was in Sierra Leone over a year ago, 
bankers and businessmen told me that the situation in 
that country simply could not go on any longer-that 
within two months or so something would have to be 
done to solve the basic structural economic crisis or 
the place would fall apart. Fourteen months later, 
Sierra Leone continues with the same basic structural 
problems and has not fallen apart. One looks at one 
of the most prestigiously led countries of East Africa 
and trembles: marketing systems within the rural 
areas and between the rural and urban areas have all 
but collapsed, there are no foreign exchange reserves 
or rational systems for imports, and the parastatals 
continue to eat up resources. And yet can anyone say 
what that will mean for the political situation? We are 
not sure. 

What we really don't know about Africa yet is how 
much the economies and the peoples of the continent 
can absorb or adapt under these difficult circum
stances. How many people can be reintegrated into 
the subsistence agricultural base that still sustains the 
majority of the population of Africa? How much real 
substitutability exists between the imported foods to 
which people have become accustomed and the more 
traditional foods to which they might revert? How 
much real production is there in the rural areas for 
subsistence purposes that never shows up on our data 
sheets? How much of a parallel market that never 
gets recorded? How much resiliency in the entire 
African political and economic scene to the austerity 
we are now seeing? We don't know the answers to 
those questions. We may not see a lot of upheavals. 
We may see a great bearing of stress and pain and 
disintegration, but not necessarily revolutionary 
upheaval. 

To be wary of sweeping predictions is not to under
rate the implications, particularly the longer-range ' 
political implications, of this crisis. The continent is 
not only experiencing a recession, but a basic 
challenge to the ideology and institutions that have 
dominated the first 20 post-colonial years. On the 
right and on the left, the wisdom of the past is being 
challenged. How the coming generation of political 
activists and leaders will deal with this dilemma is yet 
to be seen. 

Implications for U.S. Policy 
In any case, the crisis now under way will have a 
bearing on every one of our political objectives in 
Africa. Whatever interests and objectives the United 
States has in Africa- the peacemaking process in 
southern Africa, the strengthening of newly indepen
dent countries such as Zimbabwe, the protection of 
our access to southwest Asia and the Indian Ocean, 
the strengthening of commercial links, or the forging 
of new understandings on major international issues 
that we all face together -will be affected by the eco
nomic crisis and its sociopolitical fallout. If we cannot 
address this crisis together with the countries-of 
Africa, we will not be relevant to them on the issue on 
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which their very survival as political entities may de
pend. For that reason, as well as for all the humani
tarian reasons that have guided us in the past, we 
must seek to address this crisis with the seriousness 
and special effort that it deserves. 

There is a hopeful side to the present situation. 
There is more serious soul-searching about economic 
policy and structure in Africa now than at any time 
since independence. Old ideologies are being chal
lenged and there is a new pragmatism, on both right 
and left, throughout the continent. It is now accept
able to talk of austerity, reducing subsidies, rethinking 
parastatals, revitalization of the private sector, and 
the importance of agriculture. These are crucial atti
tudinal shifts, but the major changes that should flow 
from these shifts are hampered by internal structural 
and political weaknesses and also by the need for aid 
donors to rethink their roles. There is no escaping the 
fact that competitiveness and shifting priorities among 
donors has contributed unwittingly to some of the 
problems that exist in Africa today. 

Management of the current crisis has fallen so far 
very largely to the International Monetary Fund. Afri
can drawings from the IMF doubled between 1979 and 
1980, and doubled again in 1981. During 1982, Afri
can drawings from the IMF were four times larger 
than those in 1980 and IMF transfers to Africa ex
ceeded those from the World Bank by nearly 70 per
cent. It is also significant that the number of African 
countries drawing on the IMF has tripled since 1980, 
and that the nature of the drawings has shifted. 
Whereas drawings in the 1970s were mostly from the 
compensatory financing facility to make up for short-

falls in export earnings, 90 percent of the African 
drawings in 1980-81 were from the rigorously condi
tional upper credit tranches. 

Criticism of the politically difficult conditions that 
the IMF imposes on African countries is understand
able but misplaced. The IMF has responded as no 
other existing institution could to short-term liquidity 
problems that threatened the very stability of African 
economies and regimes. The IMF recognizes that it 
has taken on a task well beyond its mandate as a 
short-term adjustment mechanism designed to bring 
balance back into a disequilibrium situation, and that 
Africa's problems are structural and basic. 

If Africa is to take its place even among such coun
tries of the Third World as those in southeast Asia 
and Latin America, efforts toward that end must be 
more consistently coordinated. We must ask a great 
deal of African leaders in terms of leadership, reform, 
and administrative improvements, but there are limits 
to what we can ask. An estimate for one niajor coun
try in Africa was that if it had followed all the pre
scriptions of the IMF, and undertaken a normal Paris 
Club rescheduling, and received the same level of aid 
as in the past, it would have ended up with a net 
negative per capita GNP growth for the following sev
eral years. This kind of aberration will continue to oc
cur unless the international community can find new 
and imaginative ways of pooling its resources with 
those of Africa. Sudan-where the IMF, the World 
Bank, commercial banks, and donor countries this 
past year have achieved an impressive level of coor
dination with each other and with the host govern
ment-could become a precedent. 
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