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Abstract

This thesis is about the macroeconomics of IMF stabilisation and adjustment
programs which, according to official statements, are designed to “get macroeconomic
fundamentals right and dismantle government-imposed distortions or put in place various
institutional features of a modern market economy”. From the resulting macroeconomic
stability and market liberalisation, high rates of growth and reduction in poverty are to be
achieved. However, experience has shown ‘without a doubt the inadequacy of IMF
programs to achieve these objectives. This thesis argues the failure lies in the IMF’s

underlying view of state-society relations.

The IMF introduced the original financial programming (FP) model, but has since
picked up neoclassical supply-side theory to address long-term structural issues.
However, both in absolute terms and relative to concomitant best practice, the
macroeconomic theory and rationale underlying IMF programmes have been inadequate,
especially in the context of developmental needs beyond low inflation and positive
growth rates. IMF programmes have failed to link the short run measures with long run
objectives, and are totally inappropriate for addressing issues of structural transformation
as the Ethiopian and Ugandan case studies demonstrate. Despite justifiable criticisms as
well as inconclusive empirical work on the impact of its programmes, the IME’s response
is increasingly to search for developments in neo-liberal political theory to vindicate its
standpoint. Interest-group pressure and lack of political commitment are seen as causes of
failure and policy non-adoption, which have left the major weaknesses of the
programmes unexposed. Zealous approach to financial austerity and neglect of systematic
intervention and the specificities attached to individual countries have set aside the
developmental role of the state, despite conclusive evidence that it has contributed to
industrialisation in other parts of the world, not least East Asia. Under the guise of being
faithful to the market, IMF programmes are smokescreens behind which highly
interventionist policies alter state-society relations, yielding a set of confusing paradigms

in the study of development.
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Chapter 1 Introduction and Overview

Chapter 1

Introduction and Overview

The political and economic changes in developing countries not least sub-Saharan
Africa (SSA) in the last two decades have inspired a concomitant shift in understanding
of the intellectual foundations of their economic malaise and its treatment. This led to a
plethora of studies on the relationship between SSA and the international system
including the impact of the financial institutions, particularly the International Monetary
Fund (IMF). The role of the IMF in stabilisation and structural adjustment has been the
subject of a number of books, articles, conferences and commentary. This thesis is a
contribution to this literature. The originality is in the context of bringing together the
three strands of IMF programmes, specifically the theoretical underpinnings, the impact
analysis and the political economy of reform, and in showing, with reference to Ethiopia
and Uganda, that the rationale underpinning IMF programmes has set aside the
developmental role of the state. This is despite conclusive evidence that state intervention
has contributed to industrialisation in other parts of the world. Indeed there is a
theoretical, historical and empirical case for state intervention to guide structural
transformation. The East Asian developmental states were successful in achieving rapid
growth not least in the state mobilising finance and because of state-society relations that

allowed for selective credit, subsidies, protection, and other industrial policies.

1.1  Whence and whither IMF Lending?

The post-WWII global economy faced declining commeodity prices and decreases
in international trade, which resulted from many countries opting for competitive
exchange rate adjustments and direct control of imports. This was mainly the result of the
Great Depression and the effect of the war itself. There was a need for official capital

flows as the depression also disrupted private capital markets. An international institution
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was required to coordinate official financing and monitor exchange rate movements,
hence establishment of the IMF (Krueger, 1998b). The Conference at Bretton Woods was
based on the proposals written by John Maynard Keynes representing Europe and Alvin
Hanson, Jacob Viner, and Harry Dexter White from the United States.' It is clear that the
U.S. had leverage over the negotiations, as much of Europe relied on U.S. assistance both

militarily and in financial aid.? As stated by Singer (1995, p. 12):

“The guiding principle of the original vision was “Never Again!” Never again to
permit the conditions of the 1920s and 1930s with their mass unemployment,
protectionist beggar-thy-neighbour policies, competitive currency devaluations,

deflation, collapse of commodity prices, stock exchange crashes, etc.”

The purposes of the IMF as specified under its Article of Agreement, Article 1

are:

1. To promote international monetary cooperation through a permanent institution which
provides the machinery for consultation and collaboration on international monetary
problems;

2. To facilitate the expansion and balanced growth of international trade, and to contribute
thereby to the promotion and maintenance of high levels of employment and real income and
to the development of the productive resources of all members as primary objectives of
economic policy;

3. To promote exchange stability, to maintain orderly exchange arrangements among members,
and to avoid competitive exchange depreciation;

4. To assist in the establishment of a multilateral system of payments in respect of current
transactions between members and in the elimination of foreign exchange restrictions, which
hamper the growth of world trade;

5. To give confidence to members by making the general resources of the Fund temporarily
available to them under adequate safeguards, thus providing them with opportunity to correct
maladjustments in their balance of payments without resorting to measures destructive of
national or international prosperity; and

6. In accordance with the above, to shorten the duration and lessen the degree of disequilibrium
in the international balances of payments of members.

As the IMF was a guardian of the Bretton Woods system, its role was questioned
following its breakdown.” The two successive oil price rises in the 1970s paved the way
for the IMF to extend lending to developing countries and find a new forte. The IMF
overlooked the oil price increases in 1973 and 1979 and applauded the transfer of surpius

from oil-exporting countries to deficit countries as indication of a sound financial system.
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The industrial economies responded by restrictive demand for the purpose of reducing
inflation. Although commercial banks were able to recycle the surplus from oil exporting
economies, the consequent debt crisis of the early 1980s in Latin America further
increased the demand for multilateral finance. As the resources of the IMF are not
designated to reduce the volume of the debt, the option became planning change in
domestic policy making through what became to be known as stabilisation policy, which
mainly consisted of short-term assistance to correct disequilibrium in the balance of

payments (Kruger, 2000).

Given the economic difficulties faced by most developing countries in the last
twenty years, there was a need for adjustment with external financial assistance. It is
precisely the shortage of non-conditional and concessional finance from bilateral and
private sources that elevated the IMF, and the World Bank, from multilateral sources of
finance to dominant institutions in development policy making.* The IMF acquired a
mandate to prescribe development policies when an unprecedented global problem paved

the way for the emergence of the neo-liberal ideology — the oil crisis in the early 1970s.

At the time of the Bretton Woods conference the negotiators were concerned with
the economic decline described above and not with the question of development. Latin
American and Asian countries were net creditors and Africa was entirely under colonial
rule. It is the deterioration in commodity prices, the debt burden in Latin American
countries and later the emergence of new African states that brought the IMF’s focus into
development. The subsequent involvement of the IMF in troubled Latin American and
SSA countries is, therefore, a departure from its initial short-term stabilisation into long-

term commitment through conditional finance.

1.2 Conditional Lending

IMF balance of payments financing is arranged under Stand-by and Enhanced
Fund Facility (EFF). Since the mid-1980s medium-term Structural Adjustment Facility
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(SAF) and Enhanced Structural Adjustment Facility (ESAF renamed in 1999 as Poverty
Reduction and Growth Facility, PRGF) were created specifically for low-income
countries (see Appendix 1). The IMF’s task over the years has changed from those set out
in the Articles of Agreement to the new role in direct intervention in most economies via
conditional finance. The conditional refers to policies a borrowing country must adopt,
often a complete reversal of policies adopted during the status quo ante. The extension of
IMF programmes from its traditional focus on stabilisation into more elaborate and
comprehensive structural reforms has meant long-term financial commitment as well as
extensive conditionalities (Polak, 1991).5 These policies, as a matter of formal procedure,
are listed in a letters of intent and memorandum of understandings, which are prepared

by the recipient country and the IMF.

According its recent report (IMF, 2002a, p. 1), the IMF stated: “When a country
borrows from the IMF, its government makes commitments on economic and financial

bk

policies-a requirement known as conditionality.” The purpose of conditionality,
according to the IMF, is to provide assurance that its finances will be used to improve the
economy of the recipient country (resolve balance of payments difficulties and promote
economic growth) and that the country will be able to make repayments, so that the IMF
lends the money to other clients (IMF, 2002¢). As members’ quotas in the IMF did not
grow in line with the growth of world trade, it was necessary to attach conditionality on
borrowing above quota (IMF, 2001a, 2001b and Khan and Sharma, 2001).6 The IMF
(2001a) insists that its tranche of financing and conditionality are intended to prevent the
motivation of governments from pursuing inflationary policies. This is related to the
moral hazard argument that governments will pursue bad policies if they feel they well be
rescued by the IMF (Guitidn, 1992 and IMF, 2001a). Conditionalities are also used for
monitoring of programmes; as a signal for indicating when programmes go off-track; as
an assurance for access to IMF finances; as a sign of commitment to policy change; and
they provide credibility to reforms (Rodrik, 1989 and Casella and Eichengreen, 1996).
Conditionalities are guarantee in the absence of some sort of collateral, which

commercial banks would have used (Sachs, 1989a and Mosley, 1992a and 1992b). Most

10
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important, conditional lending is designed to induce change of development strategy: a

mechanism for behavioural alteration (Collier and Gunning, 1996).’

Compliance to IMF conditionality is assessed in various ways. Loans from the
IMF are released in “phased disbursements” or tranching, which gives it leverage over

the recipient country. Disbursement of funds is in response to performance monitoring
through (see IMF, 2001b):

a Prior Actions (PAs): These are actions that a country agrees to take as precondition
before the IMF loan is approved such as adjustment of the exchange rate.

a Performance Criteria (PCs): These are conditions, which must be carried through at
a specific time by a country to be allowed to draw credit from the IMF. These may
include quantitative floors/ceilings or structural indicators. There are two types of
PCs:

o Quantitative PCs: these refer to macroeconomic policy variables such as
international reserves, monetary and credit aggregates, fiscal balances, or
external borrowing.

o Structural PCs: Measures to restructure key sectors such as public sector
reform and privatisation.

o Structural Benchmarks (SBs): Similar to structural PCs and mainly attached to SAF
and ESAF programmes, SBs focus on concrete structural indicators such as
institutions changes (for example introducing export promotion agencies and a new
banking or investment law) and broadening of the tax base.

0 Programme Reviews (PRs): These are periodic reviews to assess progress of
implementation of programmes and introduce changes that may be necessary in light
of new developments.

The conceptual foundation underlying conditionalities can be seen as a principal-
agent problem, in which asymmetry in the availability of information determines the
relationship between the principal and the agent. In financial transactions, this popular
theory asserts a borrower (agent or entrepreneur) has better information about capacity
and opportunity than the lender (principal or financial institution). Such divergence in
information leads to two negative externalities: adverse selection and moral hazard.
Adverse selection blurs the distinction between a viable borrower and a potential

defaulter, while moral hazard provides the wrong incentive for the borrower to engage in

11
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more risky activities.® In this case, concessionary IMF lending may be an incentive for
borrowers to deliberately search out for balance of paymenis crisis to acquire funding.’
For the IMF (2001a), its tranche of financing and conditionality are solutions for avoiding
adverse selection and moral hazard in the form of continuous monitoring and control. The
justification is further extended, as the agent in this case is a government, which cannot
be sued for default because programme outcomes are determined not only by the actions
of central bankers and finance ministers, but also other stakeholders such as professional

associations. According to Khan and Sharma (2001, p. 6):

“Like any lender, the IMF thus needs assurances from its borrowers that the
funds lent to them would be used for the purposes defined by the Articles of
Agreement, and in a manner that does not jeopardise their contractual servicing
and repayment. Consequently, many of the finance propositions relevant to
private financial institutions apply equally to the IMF.”

The analysis of conditionality as an agency problem explains the conflict between
the IMF and the recipient country, which arises in the process of stabilisation and
adjustment. It also allows examining the limitations of the incentive structure as well as
the penalty for non-compliance. What this reveals is the divergence in objectives between
the IMF and the recipient country. Conditionality appears as a type of agency problem as
the IMF is the “principal seeking to induce foreign governments (the agents) to undertake

certain actions in return for access to international capital” (Xillick, 1996, p. 27).

The number of conditionalities has been steadily growing since 1990. According
to the IMF, “in 1987, Fund-supported programmes contained on average two structural
conditions per programme year; by 1994, this number had increased to 7, rising further to
an average of 14 structural conditions per programme year in 1999” (IMF, 2001b, p. 9).
SAF and ESAF/PGRF programmes carry more conditionalities than the traditional one-
year Stand-by programmes.m Between 1987-1999 the highest conditionality was
observed in the fiscal sector followed, in order of high to low conditionality, by the
financial sector, privatisation, tradable sector, public enterprise reform, exchange system
and pricing and marketing. Structural conditionalities are also the highest in transition

economies and non-transition ESAF/PGRF countries, which are mostly the least-

12
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developed countries in the SSA region (IMF, 2001b)."" As Table 1.1 shows the IMF has
been increasing its conditional lending since 1987 and the total number of programmes
more than doubled from 32 in 1987 to 96 in 2002. In the same period the amount of SDR
committed also went up from SDR4,476 to SDR87,242. The IMF increasing involvement
in structural issues is illustrated from the increasing number of PGRF programmes, which
went up from 7 in 1989 to 35 in 2002. PGRF programmes make up 51 per cent of total
IMF programmes and 80 per cent of these are implemented in SSA. Although these
programmes make up only 9 per cent of the total SDR disbursed under all IMF

programmes, the increase in monies committed - between 1989 and 2002 - is 77 per cent.

Table 1.1 - IMF Programmes and Financial Arrangements

Number of Arrangements as of April Amounts Committed Under
30 Arrangement as of April 30
(In millions of SDRs)

Year S-By EFF SAF PGRF  Total | S-By EFF  SAF PGRF  Total

1987 22 10 - 32 4,118 358 - 4,476

1988 14 1 15 - 30 1,702 245 670 - 2,617

1989 12 1 4 7 24 2,956 207 427 955 4,545

1990 16 3 3 11 33 3,249 7,627 37 415 11,328

1991 14 5 12 14 45 2,703 9,597 539 1,813 14,652

1992 22 7 8 16 33 4,833 12,159 101 2,111 19,203

1993 15 6 4 20 45 4,450 8,569 83 2,137 15,279

1994 16 6 3 22 47 1,131 4,504 80 2,713 8,428

1995 19 9 1 27 56 13,19 6,840 49 3,306 23,385
0

1996 21 7 1 28 57T 1496 9,390 182 3,383 27,918
3

1997 14 11 - 35 60 3,764 10,184 - 4,048 17,996

1998 14 13 - 33 60 2832 12,336 - 4,410 45,069
3

1999 9 12 - 35 56 32,74 11,401 - 4,186 438,334
7

2000 16 11 - 31 58 45,60 9,798 - 3,516 58,921
6

2001 25 12 - 43 80 61,30 9,798 - 4,576 75,670
5

2002 26 3 - 35 69 74,34 8,697 - 4,201 87,242
4

Source: IMF (2002c)

In the 1980s the IMF moved into structural or adjustment programmes and away

from iis traditional macroeconomic stabilisation policies and in effect, became party to

13
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and repayment guardian for commercial lenders and got involved in frequent negotiations
and rescheduling of external debts — the role of “gatekeeper”. It advises countries in
formulating debt repayment schedules with official creditors in the Paris Club and with
private lenders in the London Club. The IMF has become so influential that any other
bilateral, multilateral, and commercial bank lending and development assistance depends
on its prior approval of “creditworthiness” of a country — the so-called ‘“catalyst
function”. Countries, which for political, ideological reasons or dislike of strict
conditionalities did not use IMF facilities, have suffered severe shortages of finance not

only from resources foregone from the IMF but those that follow its approval.

Throughout the 1990s the IMF indulged in issues of poverty, governance, gender,
and the environment. In his speech, the former Managing Director, said: the IMF strives
to promote growth, which is based on “equity, poverty alleviation, and empowerment of
poor people; and growth that promotes protection of the environment, and respect for
national cultural values” (quoted in Goldstein, 2000, p. 2). Now the IMF is not only a
monetary institution but also a “quasi-developmental” body. '2 One example is the
Highly-Indebted Poor Countries (HIPC) initiative, which the IMF has designed, in
conjunction with the World Bank, to reduce multilateral debt. IMF and World Bank
credits are not eligible for forgiveness as well as rescheduling of arrears. This was much
to do with keeping their credit rating. The multilateral debt burden is serious and the
countries ability to pay remains doubtful. What gave rise to the HIPC is precisely the

unsustainability of multilateral debt.

At the same time, following the balance of payments as well as financial crises in
Mexico, South Korea, Thailand, Indonesia, and Malaysia, the IME’s role as crisis manger
and crisis averter became paramount. The Asian financial crisis also brought the IMF’s
function of surveillance into public debate."” This function was significantly reviewed in
the second amendment of the Articles of Agreement in 1977 to take account of
developments in international financial flows. The IMF’s new role as crisis averter raises
questions: whether it has enough resources to bail out crisis-hit countries and its failure to

predict the 1997 crisis in East Asia, in 1994 in Mexico or for that matter the 2001 crisis in

14
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Argentina. The reservation on the crisis averting and crisis managing role of the IMF
focuses on the fact that the IMF’s traditional approach is not suited to the new problems
taking place in the world, particularly the transition from central planning as well as
financial crisis. The question is whether the IMF is institutionally and intellectually

catching up with the changing conditions of the world economy (Singer, 1995). **

1.3  The Politics of IMF Lending

The IMF has a tradition of making closed deals, failing to practice dialogue with
key members of society who are affected by its programmes.'® A recent study found that
the issue of transparency was also a concern among even those who supported IMF
sponsored programmes used the words “secretive” and “arrogant” (Locke, 2000, p. 5).16
Accountability of the IMF is questioned as Central bank governors and finance ministers,
who are not typically elected representatives, have powerful control over it. Stiglitz
(2000b, p. 5) further states;

“Indeed, it is ironic that in an era in which we are increasingly speak of
democratic accountability, one of the major international organisations, with a
tremendous potential effect on the global economy, has been striving hard to
reduce its accountability. In effect, it has been waging a campaign to reduce its
own direct accountability to democratic processes. These are matters of
controversy, but it is a controversy which, unfortunately, has been suppressed for
too long.”

In response, there has been a change in the thinking of the IMF when it started to
communicate with civil society including NGOs and trade unions, especially under the
preparation of the Poverty Reduction Strategy Papers (PRSPs). As far as transparency of
its operation is concerned, the IMF started publicising country information, Policy
Framework Papers, Letters of Intents, Public Information Notices, and Executive Board
summaries mostly in its extensive Web Site.!” In the second half of the 1990s the IMF,
reluctantly, also recognised that successful programmes are those that are owned by the
loan recipient country. The three reports which the IMF released in 2001 argued the need

for refocusing conditionalities that do not conflict with strong country ownership (see
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IMF, 2001a, 2001b and 2001c). The programmes must be fundamentally the authorities’
own, whereas conditionality is introduced to ensure that the Fund’s resources are used for
their intended purpose. According to this view, ownership is an essential foundation for
conditionality: it is the authorities who decide what policies to adopt, including whether
to seek the financial support of the Fund, and it is the authorities that are responsible for

implementing the programme.

No matter how many times the IMF reiterates the compatibility of ownership with
conditionality; the latter is designed to alter the behaviour of governments with regard to
political structures, social practice, and economic strategy. These conditionalities to the
highest degree compromise domestic ownership of policies, because a relationship of
financial dependency is established through IMF programmes. The IMF enjoys
bargaining power over the recipient government, mainly through tranching of credit.
Conditionalities, through behavioural modification of the recipient country, establish
asymmetrical power relationship based on donorship rather than ownership (Stokke,
1995a). Behavioural alteration through conditionalities is driven by the shareholders of
the IMF, which are led by the United States (Taylor, 1997). Conditionalities are precisely
reflections of the conflict between the recipient country’s objectives and the influence of
powerful nations (Killick, 1997). The outcome usually is in favour of the IMF, whose
catalytic function and seal of approval give it powerful leverage. For this reason alone,
conditional lending erodes ownership of programmes. Taylor (1997, p. 145) point out
that “[TTheir [IFI’s] emissaries arrive in local capitals with substantial hard currency
credit lines in hand — a strong incentive for the authorities to take their proposals to

heart.”

The IMF’s chief shareholders are the “G-7 or more to the point the G-3 or the G-1
made up of the United States only” (Taylor, 1997, p. 150). The U.S. selects the Executive
Board and as shown in Table 1.2, the voting share of 44 countries in SSA is well below
the share held by Japan, Germany, France, and United Kingdom, while it is a mere 25 per
cent of the voting power held by the United States. The IMF does not treat all countries

the same and its surveillance of the rich countries has become a “shadowy affair”, and in
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practice the IMF pressure is on the poorer member countries, especially the debt-ridden

developing countries. Singer (1995, p. 13-14) stresses this point:

“Such global management as exists today would be that exercised by the Group
of Seven (G-7), the group of the most important Western industrial countries.
This is certainly a regression from multilateralism and indeed from democracy.
The G-7 only represent 12 per cent of the world’s population, leaving 88 per cent
of humankind totally disfranchised.”

Table 1.2 — IMF Voting Power on April 30, 2002

Casting Votes of Total Votes Percent of IMF Total Votes
United States 371,743 17.60
Japan 133,378 6.16
Germany 130, 332 6.02
France 107,635 4.97
United Kingdom 107,635 4.97
Sub-Saharan Africa 95,137 4.39

Source: IMF (2002c)

Towards the end of the 1990s “a new consensus” attacked the Washington
consensus, and particularly the IME." The then influential Chief Economist of the World
Bank, Joseph Stiglitz, at the 1998 WIDER annual lecture, formally introduced what is
dubbed the “post-Washington consensus” (Stiglitz’s, 1998b). As yet, the interest shown
to the “new consensus” is scant, perhaps because it offers no radical alternative nor does
it offer a clear policy menu as far as stabilisation and growth are concerned (Sender,
1999, Gore, 2000, and Fine 2001a). The New Paradigm according to Stiglitz; “takes its
core objective development, as the transformation of society. It recognises that an integral
part of successful development is increase in GDP per capita” (p. 15)." In his recent
book entitled Globalisation and Its Discontents, Stiglitz (2002) also points out that the
IMF forgets the fundamental objectives of development. In fact “[D]ecisions were made
on the basis of what seemed a curious blend of ideology and bad economics, dogma that
sometimes seemed to be thinly veiling special interests” (p. xiii).zo As Fine and Hailu
(2001, p. 3) argue:

“In effect, the analytical contradictions of the old consensus, which were never
exposed let alone addressed, can be set aside by the new consensus to which
models underlying IMF financial programming can be interpreted as converging.
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In particular, the extent of the IMF’s commitment to, and acceptance of, the new
consensus will depend upon the extent to which it frees itself from obsessive pre-
occupation with financial targets at the expense of growth and other non-
financial objectives. For it is only in its analytical origins in the Polak mode! and
in its continuing commitment to financial programming that IMF
macroeconomics is obstructed from embracing the “post-Washington
consensus”. In terms of the old joke, wherever the IMF is going, it would have
done better to have started from somewhere else!”

Most countries in the developing world still need external finance to supplement
domestic savings. The resource gap or savings gap leads to the emergence of foreign-
exchange gaps that must be financed with capital flows from abroad. These flows can
take different forms: aid, multilateral credit, commercial bank loans, foreign direct
investment (FDI), and portfolio finance (equity and bonds). Since international private
financial markets require credit rating, there is a role for the IMF in terms of both
financing development and supplementing existing markets. The cycle of capital transfers
from the developed to the developing world are now turning full circle. Today increasing
attention is played to the role of private finance in developing countries and new
mechanisms and initiatives are proposed to increase the flow of funds. This attention has
historical roots: many countries are undergoing liberalisation of their economies and are
becoming integrated with the global financial system. As long as there is a predictable
flow of capital from private sources, the resources from the IMF will only be required in
times of crisis in upper- and middle-income countries. This is mainly due to the amount
of loans the IMF can advance, the conditionality attached to its lending as well as its low

concessionality to upper- and middle-income economies (see Bird, 1999).%!

It is, however, deceptive to think that the increasing private capital flows reach
the least-developed countries. Despite liberalisation of financial systems in most
countries of sub-Saharan Africa, the target countries are emerging economies of Asia,
Europe and Latin America. Hence, the IMF will continue lending to developing
countries, and will have greater influence in the least-developed economies in particular.
It is this continuing involvement of the IMF in the developing world, particularly the

policies and their outcome, which instigated, and justifies the research in this thesis.
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1.4 Organisation of the Thesis

The primary focus of this thesis is to trace the evolving macroeconomic theory
underlying the stabilisation and adjustment policies of the IMF and identify the missing
links in successful structural transformation. The thesis places IMF programmes into
three distinct categories. These are: 1) the conceptual framework or design of
programmes; 2) the empirical or impact analysis; and 3) the political economy of
development. These elements of the literature are brought together to show how, both in
absolute terms and relative to concomitant best mainstream practice, the macroeconomic
theory and rationale underlying IMF programmes have been inadequate, especially in the
context of development beyond low inflation and positive growth. More specifically, it
will be shown how IMF programmes have failed to link the short run measures with long
run objectives, and how they are totally inappropriate for addressing the issue of
structural transformation by setting aside the role of the developmental state. This is done

though a study IMF programmes in Ethiopia and Uganda.

The discussion in this thesis is recognisably concerned with approaches to
development and the relative influence of internal intellectual developments and of
external influences (and the relationship between the two). Both of these factors are
important although their relative weight and nature of interaction cannot be taken as
fixed. In the context of IMF programmes, distinctions must be drawn between the theory,
the ideology and the practice, quite apart from the internal and external influences that
are felt on each of them and on their relationship to one another. In some instances,
influences are clear, as in the political motives for granting loans, or the incorporation of
supply-side policies into programmes. At other times, the path taken is less readily
subject to explanation as in the incorporation of particular variables or models one sort

rather than another in the case of poverty and governance assessment.
To these conundrums must be added an additional factor — the internal
institutional dynamics of the IMF as an institution. We know very little about this, much

less than about the World Bank, although the reputation of the IMF for Chicago style
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economists is also discerned if not universally uniform. Unlike the World Bank, evidence
of internal disputes within the IMF is hard to come by.?? Consequently the sociology of
knowledge of IMF programmes cannot be comprehensively addressed. But it is possible
to engage in a broad reading drawing upon the materials that are readily available — the
publications of the IMF itself, and the broader literature primarily but not exclusively
focused on stabilisation, adjustment, programme design, implementation, impact analysis
whether critical or supportive of the IMF. Through such a broad reading, it is possible to
avoid simplistic impressions of the IMF and its programmes as good or bad, wrong or
right, theoretical or rhetorical or somewhere in-between. Rather IMF programmes can be

situated both in terms of their own evolution and in terms of the circumstances.

The literature has grown fast and expanded enormously. It is also widely scattered
and potentially involves a huge volume of material. What follows in this thesis is neither
a comprehensive discussion of the IMF’s various functions, nor even an extensive
exposure of its involvement in each and every developing country. The terminologies and
concepts used in this thesis are standard in the literature. For instance, stabilisation and
FP are the same and refer to the short run; adjustment refers to the long run. IMF
programmes are interchangeably used with neo-liberalism and the Washington
consensus. The main reference throughout the thesis will be developing countries, with
particular emphasis on sub-Saharan Africa (SSA). The coverage of the literature is up to
date, but does not cover PRSPs, which the IMF and the World Bank are now requiring to

extend further lending and reduce multilateral debt in the least-developed economies.

1.5 IMF Stabilisation Programmes

As such, in this thesis, discussion of the stabilisation and adjustment policies of
the IMF falls between two stools. The first is limited in ambition in providing an
organised narrative of the theory of FP and the complementary adjustment policies — who
said what about what and when. The second is too ambitious in scope and can only be

partially addressed in this thesis, mostly as a background theme in the industrial
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