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1. The dramatic increase in the volume ot Atrlca's external debt and 

the beaY7 debt-service burden are ot grave cone~ to all the Nember 

ntates. According tc the most recent data plblished by the Uorld Bank, 

total autstanding (including undisbursed) mediua and lcing-term external 

debt for!/, African c0W1tries incraased troa 134.4 billim US dollars 

in 1982 to 136.8 billlcn US dollars in 1983. These a111CW1ts do not 

include the utemal debt ot Angola, Libya, Mas~~ ard Sao TOie and 

Princi~ nor short. term debt and IMF Credits. At the end ot 1981. the 

total debt ot Atrican countries trae-eetiated to etanl at J.50 billian 

i.r. dollara and ~t is ezpected to exceed 170 billion·lJS dollars by the 

end _ot 198S. 

2. At the 8811119 tU., tat.al debt service paymnts (interest and 

uortisatim) increased from 12.9 billion U3 dollars in 1~82 to 14 ~ 
billion us. dollars in 1983. 'lbeae figures refiect cnly the impact or 
rescheduling exercises, and··do not therefore correspcnl to what tm 
t.otal. debt service vm1.d ~ft been •. · .. For inst.ance, projf>CtiOl'ls by the 

~:orld Bank indicate that debt service payments would be aboat. 18. 86 

billicn US dollars in 1981. aac;l_ 2C.44 billim U!l dollars in 1985. 

Unless illliediate measures are taken by .Uri.can countries in cooperatian 

v.l.th the lenders to alleviate the debt-Hl"rice burden, such projected 

payments vlll ccnistitute eericus difficulties for African ccuntriea-

3. In ~SZ Africa' c total debt was 51. ~ ot gr°'s na~icnal J>rpdµct. 

(Cl-?P) and 59.<>.' in 1S'83. 'ftle total debt eerri.,-:e, as a percentage ot 
Africa's uport. eamincs RS 19.&t' in lS-82 and 27.Jd, in. 1983. For saae 

countries the debt service ratia is W:Jare this averap whereas it is 

generally accepted that the avenage debt eerrice ratia should not exceed 

~ ot upart earnings. 

4. It ta noted that pven the increasing iaportation of eaHntial goocla 

and aervicea, •pecially incluatdal couoditiea, incliapenaable to their 

accelerated ecoaoaic development, African countrie• vill continue to borrow 

in order to llUppl ... nt their dOlleatic reaourc•. Thi• conatitut .. one of 

the ujor root caua•• of the African external debt. 
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5. 'ftle causes ot At'rica•s·huge ut.emal. debt and debt-service burden 

are bot.h intemal a..xi external. 

6. 1be int.emal caue• are in part.icular \he tolloldng:_ 

(1) inadequate Ull wait eccmGlic structures, in P9rl.-~cular wak 

industrial baee; 

(il) cutward loaking ecmad.c ~ and dependence en the export 

ot a .hw raw •terials mxl caaaoditi~•i 

(iii) deteriorating agricultural and tood product·i en that lead 

to increa!ed tCl'Od llport.1; 

(iv) poor design, negctiati::ns and inettecti:ve exacuticn and 

llClnitcJring or projects tnat J.884 ~o iJl(crMMd cgota; 

(v) l.mr level ot dClll8stic re!CIUl"Ce llClbilisaticn and lack ot 
· prad!icn tar local counterpart coat; 

("l'i.) deficits in naticmal budget! as a result ot insutticient 

natimal. reSClUJ"C8s tor executing national develqmient plans i 

(Tii) natural dioastera and eemald.c destabllisaticn activities 

that distort ecmciid.c projections and neces!itate diversion 

ot re10Ul'Ce1; 

(viii) lack ot prcpr underatand:l.ng ot intemational financial 

mechanl-; 

(ix) lack ot ettectbe coordina"ion at the national leV&l and 

inetticient llClldtcring ot foreign caaal.tments. 

(i) deteriorating t.em• ot trade ani the oanaequent reducticn 

in tot.al export. eamillgs; 

(il) lharp increaN in real interest rate1, eBpeCiallJ m cC11111ercial 

loans; uhich aftragecl ~.'l'f. in 1982 and B.2" in 1983; 

(ill) ~t.erioratinc t.el'll' ot bOl'l'Old.ng, including reduced srace ... 
·- npa,...t. period•• 

(iv) clecreaMd fiGll8 ot cance•.S.anal l'OIKIUl"CH to Atrican countrie• J 

(v) adnne ett-• ot exohmp rate tluctuat.icine ot the vol'ld'• 
ajor currenc1 .. , 

(vi) iutlat.ed cent.net• ..S ether abules., a result ot activitiH 
ot tnnH1AtiCNl cCJ1'P01'9'tion1 

(ni) decreaMd net !ntlow ot N!(UrcH. 

J 

' 
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Maasures to tackle Atri.ca 1 s Eictemal Debt Problem 

7. .Af'r.l.can countries recognise t.hat mttema1 debt.a are obligations 

11hich the7 have cmtracted and 1'hich they mat hcncw'. Jn view of their 

~ "l situaticn as cCJllPl1"8d to other deval.qmig regims, the countries 

vill 1.eed langer grace and 1'8J>8111181lt periods ar.d increased ccncessional 

resource now in order to restore growth and thus be able to meet their 

debtreervi.ce obligaticns."· Sped.tic aeasures are, theretora, required 

to be taken at the natimal, Sub-tegicnal and regimal as well as the 

intematicnal lenls, ~.the-~~. melt.um and 1ang•tera. 

(a) _At the P.aticnaJ. Ln!J. 

(i) the c0untriss tddch haye not. JQl18 so, shoulri consider , . . .. . 

tJtabllshing a patimal •chinery for the management 

iiml_ratima]J.,ati~ of ~mal debt, includi.-ig the 

c~ticn of .19£11 policies, mmitoring 10&n utili

. satim ~~t schedules and adv.Lsinl ge.11erall7 on 

extemal borrowings, includins .foreign exchange 

~Wng .. -loan ·ce111bg•i -apj>rq>riate terms and 

ccnlitims and loan utilizatiai; 

(ii) an urgent review of projects should be undertaken with 
~ . 

a view, 8llCll1& others, to asc·Jrt.aining which of them 

should be scrapped L"ld to renegotiating t.h088 whose 

po0r performance can l:>e traced to their design, 
. . 

·th8 tel'llS and ccnlitiCll8 of the initial loan agreementf 

(iii) increa9ed effort. shcW.d be doployed to mobilize d0111estic 

reaobrces, in part.~.cular, domestic savings so that 

mei1laJ. (b~~) 1·es01,11"Ces vcu ld cs>l.Y supplement 
. . . ....... 

Mticnal resoirces; 

(iv) da.stic and tanign re1CIUl'Ces lhould he directed at 

project.! pnerating '.2' Mrina· foreign exchange, without 

m:y,lectinc projects desigMd to provide belie social 

eervi.cea; 



(v) a cruh p~ llhmld be tcmmlatecl and ial>1-nted 

with the objective ot increasing productivity in all 

aectors; 

(d) eve17 etrnrt. llhcW.d be ll8de to eliml.nate external 

.1'.i.nancing ot deftcits en recurrent national budgets; 

(vii~ Atr.l.can countries 'llld.oh haw not. yet dcne so shmld 

enact legislatiGl governing foreign direct invest.lent 1 

(viii) a thorciugh ~taey llhmld be made ot all mttemal 

debt.a cmtracted by the state, public, semi-plblic 

and private institutiana to detendne more acc~tely 

the qwtAt.uaa ot external debt, the purpose tor which 

the debt was cmtraeted and h0t1. ,~t was ·to be paid as 

me way ot deterlll.ning tbe .. J..l!IGD'lt ~ toreig;1 exchange 
resel'V'es to be allocated ta,r,mttemal debt servicing 

incurred by the PJblic and the private eecton, so as 
to avaid the accnm•latim ot debts and arrears beyond 

the capacity ot the countri~a to repay; 

(ilc) Ur1.eD caantriea.·lhaW.d central tb. ad.nmal. bol'Toldr-i 

. practicea·°of· tramnaticnel c~·~ial banks, discount ... 
hCJ11"'88~;inaurance coq>aniee as wll as other local 

' cOllll8rcial banks· s.o as to halt the excessive drain ot 
Nacm'Cea traa Atrica bi transnatimial corporations. 
lllaediate legi.i.t,icn should be enacted, where this does 

. . 
not mciat, requirina such caiPantes to cmsult the 

aanmmit betOJ'8 deciding to borrow extemally; 

(x) African ceta;triea abmld review and it necessary adopt 

new ilweat.nt policies that vould inter @Ma Mt CJ11t 

the priorities tor f01'8i&n exchan&e allocatim, set 
the ccinditian9 tor fond.an pri:vate inveat.nt, ~ty 

participatim etc., ~ ..U as praride tor 1'98dju.t.•nt 
me&IUl'es tor.a 8ound ecmomc·bases 

(xi) Atr.l.un countriei· shO".il.d u.,ron their capability and 

capacity tor project/ccntract .neJctiatim in order to 
secure the be.t. teJ'll and ccnlitima, as well as their 

capacit7 f':ll' cCNUltancy; 

, 

J 

.. 
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{b) At t.he Subl"!Bional Uriel 

(i) tdthin t.he tramework ot .Uri.can solidarity Atrican 

. countries Id. th net. reserves shmld recycle part. ot 
these surplus funds in .Uri.ca; 

(ii) African countries llhmld utilise 98lll1nars ar.d vork

elqa organised by sut.J"eg:iona1 and regi.ona1 organisatians 

euch .as the Atr.l.can Cen~re tor Monetary Studies (ACIC3) 

tor the exchange or intormation on loan negotiations 

and debt. rescheclullng_; 

(iii) A Cmterence ot Ml.nisters ot Finance shmld be t0l'li1Blly 

established to eet ~ly to deal vith extemal debt. 

as -well as other llOlletar,y and 1'.inancial issues; 

(iv) the existing subregional payment.a and olearing arrange

ments shmld be stJ."81"..gthenecl" tOlllU'da 'promoting increased 

intrir-Atrican t~ thereby redu~ the need for foreign 

axchange and hence extemal borroidng; 

(v) a nev'S)'stem. ot focent.ives, including naticnal investment 

codes that. discriad.nat.e in favour ot Arri.can investars, 
shmld be instituted illlllediately to encourage African 

individual private investors, to invest th~ir resources 

in other African countries, either CR. a bilateral basis 

or thrmgh the existing subregional financial instit.u

tions. 'Jhis would not only u.>rove the liquidity ot 
the borrowing countries thereby reducing the need tor 
external barrolli.ng, but wclll.d also prOmote intra-

African mmetary ci:>-q>eratian as envisaged in the 

Lagos Plan ot ¥tion and the Final Act ot Lagos; 

(vi) all regional and subregional development finance 

institutions should red:Jce the toreig. exchange 

CCJlllXNllt ot the local cantribi1tian to en-going and 

new projects they tinance tor member countries; 

(vii) a· review ot subregl.cnal or imltinatiQl'Ul]. Fojects 

should be undertaken with a r. ew to determining which 

ot them &'lould be scrapped and which 1hould be retained. 
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(1)' an intematianal cmt'erence en Atri.ca•s extemal. 

debt sholld be orgenieed aft.er a carefu1 proparatim 

at all level.a with a vieu to develop a suttable 

.l'ramllork tar tackling Africa's external debt within t.he 

context. ot Atrica1a ecmoadc denlcpaent needs; 

(ii) the 21st OAU &mm.t shc:Wd request the current 

Chai1'9n and the bureau to make the necessary coot.act 

vi.th the .W.tilateral institutims and the aajor 

cr&1itars with a rlev t.., an early organisaticn c4 

the cCJllference; 

(iii) Afri~ ~re~~~ves in_t~ Dnel~nt Camd.ttee 
ot the Uorld Bank and in the Interim Callaittee c4 the 

~emati~ MCJnetary ~ as well as the African 

Grcaip in these institutions, should stress the necl 

tor effective structura1 adjustment me&$Ul'8S in order 

to ensure an Nrly resunptian ot growth ot the \trican 

(iv) 'lhe Secretar;r-General. ot OAU, the Eucutive Secretary c4 ~A 

and the Presidnet ot .ADS lhc:Wd initiate the r:.sces:Jary 

preparatimis in ·order to ensure the succeH ot the 

emterence; 

(v) the intema~ianal development finance institutima 

shc:Wd reduce the foreign exchange coq>cl1181lt ot the 

local cantributicn to en-going and new projects they 

finance in Africa; 

(vi) increased transfer ot ccncessianal tinancial resources 

(including grants to the Iaaat Developed Countries) tram 

both aul.tilat.eral and gavemnent lenders in recoenition 

ot the apec1.a.'ic problella ot African COl'.4,triea; and to 

increase their prosr- lending especially to the 

i.aat Dneloped Countries, 

, 

J 

' 
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(vii) debt re3Cheduling provides 1-diate reliet' to the debtor 

ccmntr.l.es. To be ettectiw, rescheduling s.hc:W.d be on 

a Dul.ti-year basis over a period ot 15 19ars vi.th a 

lWli.mn grace period ot 5 J88r& 1 a."ld debt restnicturing 

that tollon rescheclul.iilg shmld not be at higher 

interest rates1 

{Yiii) the World Bank ehCJUld raise the ceiling to enable more 

Atr.l.can countries to qualif'y tor mA credits; 

(ix) .the. lMF lhCJUld reactivate its_ Tl'Ust Fund; 

·(x) the deftl.~ countries ehc:WA:i imediatel.y iaplement 

··u.::rAD resoluticn 165(IX) ahich -calls tar retroactive 

adjustment ot the terms ot the plblic debts ot the 
develqJing cotutries, including their partial or total 

canc~~cn-

9. Midi• ml Lone-term Mea19l'!S 

(a) at the lfatiqial IAmt11 

(1) careful attenticn should be given to caretu1 project 

ident11'icatim, design, preparatim, mcecution and 

etticient aianageme:its 

(ii) a llOl'8 raticnal utilizaticn oi extomal c1"0dits and 

lOll18 should be mde throug" . an iaediate review ot the 

naticinal developmnt plans to 1ntrud1ice short-, mediu..- and 

J.ona-t.em policioa an atemal debt ma.-,agement mechani•s 

linked .rith productive venture1 such as prciper project 
Hlecticn, preparaticn, iJll>lementaticn, 11Gli.tor.l.ng and 

evaluaticn. 1his should also ensure that a.v loans 

previously contracted shCJUld, where possible, be re--
linked with the Yi&'>ility and protitability as well aa 

the country• s ability to npq past, current. and l\lture 

debt abligaticnsf 

(ili) ettectiw _.llUl'es should be taken to reduce the extemal 

dependence ot African ecanoad.e1 by pt"oduc.ing locally the 

essential goods and •rviceo ao •• to l'8dw:e the ettects 

ot ldvene intematicnal develap.nt cm.r which African 

countries haft no ccntrol. 
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(i) Atrican parastatal organisatians shcW.d be encouraged 

throlgh appropriate incentives, to ?Uticipate in 8'ab

regimal joint vent~s. 'lhis ~ inpr<Mt the 

liquidity of the countries thereby reducing the need 

tor extemal borroNing; 

(ii) subreg:lmal and regimal Atrican devalqment finance 

· instituticns are a1so urged to increaee their financing 

ot subregiCPll. projects so as to assist ..mer cCJUntries 

in alleviating the external debt burden. Diey l!lhould 

also plq an increasing role in the identiticaticn and 

preparaticn or S<Und and eccnaad.cal..ly viable imrastment 

projects in the member states; 

(iii) the political vlll tcr SOuth-Scuth Cooperatim shmld be 

Lltensified particularly in. the .ti~ or 1.anr.f;.ar,y coq>eratim. 

(c) At the Jntemational Iavel 

(i) the debt service should not be allowed to exceed - 2~ 

or the export oarn:lngs or 3°"' or Gross Natimal Product 

(GNP) ot each ~omtry; 

(ii) the L,tematimal commmity is urged to tinally 

illplement UNCT.AD resolution 222{:~) oil 1orJroterm 

features tor debt renegotiaticn. 

, 

' 
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