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ABSTRACT

Global financial institutions such as the International Monetary Fund (IMF) and the
World Bank (WB) have played a dominant role in shaping the global financial
architecture since their establishment at the 1944 Bretton Woods Conference in the
United States. On paper, critics say that these institutions were created to promote
international economic cooperation, stabilize currencies, and rebuild economies after
World War Il. However, their operations in the global south have often been critiqued
for perpetuating structural inequalities. This is because IMF and WB through the
structural adjustment programs (SAPS) to debt servicing obligations, impose neoliberal
economic reforms that prioritize laissez-faire and fiscal austerity, frequently
undermining the role of state sovereignty. The African continent has not been immune
from the impacts of these institutions on development possibilities. Therefore, the paper
used the classical Dependency Theory to explore the role of International Financial
Institutions (IFls) in Africa’s (under)development possibilities. The paper utilized a
qualitative secondary analysis, drawing on existing literature as the foundation for the
analysis. The findings indicate that IFIs function to integrate African economies into the
global capitalist system as subordinate entities, perpetuating exploitative dynamics. The
paper concludes by arguing that the current IFIs loan and reform policies are both a
constraint and a paradox for Africa's development possibilities. The paper recommends
alternative development paradigms that challenge capitalist hegemony and foster
equitable, self-determined growth pathways for Africa. The paper contributes to the
ongoing debate on the role of IFIs in shaping Africa’s economic trajectory, highlighting
how their loan conditions and structural reforms reinforce dependency rather than
fostering genuine development.
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INTRODUCTION

The establishment and the development of three key institutions - the International Monetary Fund (IMF),
the World Bank (WB), and the General Agreement on Tariffs and Trade (GATT), later replaced by the
World Trade Organization (WTO) in 1995 - can be traced back to efforts following the Second World
War to create a stable global economic framework.! During this period Western nations seized the
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opportunity to design international organizations and interventions aimed at preventing a recurrence of
the economic crises experienced during the 1930s. Hence, the 1944 Bretton Woods Conference held in
New Hampshire in the United States (US) changed the global financial sector and international trade.?
This is because the outcome of this conference, which was represented by 44 Western nations and African
nations, including Ethiopia and the Union of South Africa (South Africa became a Republic in 1961 after
a referendum, intensifying apartheid policies and ending ties with the British monarchy), led to the
establishment of these institutions. The main aim of these key institutions was to promote “stable
economic growth within a capitalist system”.3 This means that these institutions presented an anti-
communist agenda towards social and economic development, drawing mainly from the ideas of the
classical economist Adam Smith, which promoted laissez-faire and fiscal austerity.* The purpose of IFIs,
particularly IMF and WB, is not only to issue loans but also to “advise countries on adjustments they can
adopt to improve their economic situations”.®> These recommendations often align with liberal and
neoliberal economic principles, which prioritize free-market policies, deregulation, and privatization (of
state-owned entities).®

Despite being collectively identified as the “Twins” of the Bretton Woods conference, they have
different frameworks and objectives within the international space.” For instance, in its distinct role, the
IMF deals with short-term balance of payments challenges in member states, while the WB deals with
“longer-term development aid”.2 On the other hand, the role of WTO, originally GATT, was to “reduce
tariffs and extend free trade to new economic sectors”, especially among its members.® Accordingly, on
paper, these institutions play a central role in assisting countries experiencing crises.° For instance, it
can be argued that the IFIs are crucial not only for issuing loans but also for advising countries through
their “package” - Structural Adjustments Programmes (SAPS) to improve their economic situations.!
Accordingly, monetary aid offered or issued by the IMF is believed to be enabling financially stressed
countries to “rebuild international reserves, stabilize currencies, and maintain the ability to pay for
imports”.*2 This role is significant in fostering economic development and ensuring countries can
participate in global markets.'®* Additionally, IFIs often collaborate with governments to implement
structural reforms that aim to achieve long-term economic sustainability.* Despite their intended role in
fostering the development agenda worldwide, the SAPs promoted by these institutions have frequently
been criticized for prioritizing economic efficiency over social equity, particularly in developing
countries.“:3 As such, their interventions remain a focal point of debate in international development
discourse.!
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Furthermore, the role of consequences of these reform policies has been heavily questioned and
highly criticized, particularly by countries in the Global South.!” This criticism stems from the perception
that these reforms primarily serve the interests of powerful nations and multinational corporations
(MNCs), often at the expense of poor, developing countries.'® For example, the conditionalities attached
to loans by the IMF and World Bank frequently mandate austerity measures, privatization, and trade
liberalization, which can exacerbate poverty and inequality.'® Critics argue that these policies undermine
national sovereignty, prioritize debt repayment over social services, and perpetuate dependency rather
than fostering genuine, sustainable development.?® Such criticisms have dominated the ideologies of
leftists and their organisations on the African continent.?! For example, the IFIs and their reform policies
are believed to have become “dictators of development in Africa, with an abundance of mineral resources
and raw materials, Africa is supposed to develop at an exponential rate”.? It is from this background that
the paper uses classical Dependency Theory to explore the role of IFIs and their reform programmes in
Africa’s (under)development possibilities. Following this introduction, the paper briefly discusses the
secondary research approach that was used as the basis for the analysis. Thereafter, the paper discusses
the uses of classical Marxism theory as a theoretical foundation for the interpretation and analysis of the
literature. The paper will explore existing literature on the role of IFIs in shaping African development
and underdevelopment trajectories since 2000. This analysis will form the basis for a discussion that
synthesizes the reviewed perspectives and critiques. Finally, the paper will conclude by summarizing the
key arguments and insights presented throughout the discussion, offering a consolidated reflection on the
influence of IFIs on Africa’s developmental possibilities in the contemporary era.

Qualitative Secondary Analysis

The central question that this paper seeks to address is: what role do International Financial Institutions
(IFIs) play in Africa’s (under)development prospects post-2000? To provide a comprehensive response,
a qualitative secondary analysis (QSA) was employed as the research approach. QSA uses existing
datasets, information, and research collected for purposes other than the study at hand to explore new
insights or address specific objectives.?® As a desktop study, this research draws extensively from
available literature, reports, and scholarly analyses to examine the nuanced impacts of IFls on the African
continent. This approach ensures a broad perspective by synthesizing a range of existing studies and
contextualizing them within the research question. Thus, by adopting secondary data, the paper critically
evaluates the intersection of IFI policies, economic strategies, and development outcomes, identifying
key trends and implications for Africa's socio-economic trajectory.?* A literature review was conducted
to ensure the appropriateness and credibility of the information used. This was achieved through
triangulation and cross-referencing of data across multiple sources, ensuring consistency and reliability.
Accessible data were obtained from reputable search engines, including Google Scholar, ScienceDirect,
and ResearchGate, among others. Additionally, information was sourced from verified and authentic
websites such as South African History Online (SAHO), the IMF, WTO, and similar organizations. These
platforms provided a diverse range of perspectives, enriching the analysis and ensuring that the study was
grounded in well-rounded, authentic, and academically robust material.
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Dependency Theory

The paper used the classical dependency theory as a theoretical framework to analyze the role of IFls in
Africa’s development possibilities in the post-2000. The theory emerged in Latin America as a response
to the dominant ideas posed by Modernization Theory in the 1950s and 1960s.2° This theory is drawn
from the Marxist perspective in explaining the core causes of poverty in developing countries — as
emanating from capitalism.?® Thus, the theory's central argument is that Latin American countries found
themselves in a state of underdevelopment because of exogenous factors associated with and imposed
through global capitalism.?’ In essence, the proponents of dependency theory, including Ratl Prebisch,
André Gunder Frank, and Theotonio Dos Santo, highlight that it is not their doing but the operation and
the architect of the main global institutions that perpetuate and subject poor nations to unequal
relationships that maintain underdevelopment in the Global South.?® Although this theory was primarily
applied in Latin America, its central argument has been critical in explaining issues of
(under)development globally, especially in developing nations.?® Therefore, this theory was deemed
relevant to interpret the literature because it aligns more directly with the topic, as it highlights the
systemic relationships of control, exploitation, and dependency inherent in the interactions between IFIs
and African nations post-2000. Furthermore, this theory focuses on the Global South’s socioeconomic
and structural challenges and provides a sharper lens for analyzing underdevelopment and development
possibilities influenced by IFIs.

LITERATURE REVIEW
Conceptualizing (Under)Development
In an attempt to define development, various scholars have acknowledged that the concept is complex
and multifaceted, making it difficult to provide a single, universally accepted definition.3® As such, these,
among other scholarly writers, highlight that development should not only be understood in economic
terms (gross national product) but as a phenomenon that embeds other fundamental dimensions, such as
social, political, and cultural.®! For example, Myrdal defines development as an improvement of the
entire social system.3? Thus, by the entire social system, Myrdal goes beyond looking at economic factors
to encompass non-economic factors. For instance, Myrdal noneconomic factors include all:
“Sorts of consumption by various groups of people; consumption provided collectively; educational and
facilities and levels; the distribution of power in society; and more generally economic, social, and political
stratification; broadly speaking, institutions and attitudes-to which we must add as an exogenous set of
factors induced policy measures applied to change one or several of these endogenous factors.”

Accordingly, Myrdal conceptualization of development comprehensively illustrates the
significance of the multifaceted nature of development and the dynamic process therein that is shaped by
various internal and external factors. This is fundamental in understanding of development. On the other
hand, San argues that development is linked to freedom, in fact, “freedom is not just an end of
development, it is also a crucially effective means”.3* Furthermore, as San identifies development, within
the context of freedom, San also highlights that development encompasses five (5) dimensions of
freedom, namely, (i) political freedoms, which are linked to civil liberties and the ability of people to
participate in democratic processes and express opinions freely. (ii) Economic facilities encompass
different opportunities to use socioeconomic resources for different things including production,
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World Quarterly 43, no. 10 (2022): 2337-56.

29 Ntini, “Global Financial Institutions: The Double-Edged Blades and Instruments of Northern Domination.” 214-225.

30 Gary Paul Green and John Aloysius Zinda, “Rural Development Theory,” in Handbook of Rural Development (Edward Elgar
Publishing, 2013), 3-20.
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exchange, and exchange among other things (iii) Social opportunities relate to access to different basic
but critical services including access to healthcare, education, etc, and other services that improve quality
of life. (iv), While transparency guarantees involve openness, trust, and freedom from corruption in
governance and economic interactions. (v) Last but not least, is protective security, which refers to social
safety nets and protections that shield individuals from poverty and extreme deprivation.3® Rodney
defines development at the individual level development as “increased skills and capacity, greater
freedom creativity, self-discipline, responsibility, and material well-being”, which is all tied to society at
large.®® At the social or community level, development is about improved capabilities to manage or
manipulate both internal and external relationships.®” These, among other definitions of development,
indicate and highlight that this phenomenon is a multidimensional and dynamic process. Therefore,
within the context of this paper, development is defined in cognizance of these perspectives - as a holistic
and comprehensive process that seeks to balance freedom, social progress, environment, and capacity-
building for both individuals and societies.

In Rodney’s seminal work, it is emphasized that the concepts of development and
underdevelopment are intrinsically linked but fundamentally opposed to each other. Rodney futher
argued that underdevelopment should not be interpreted as the total absence of development because all
societies have developed to varying degrees. 3 Dependency theorists further assert that
underdevelopment is a condition in which the economic and social structures of developing nations are
shaped and perpetuated by their dependence on more developed nations.*® This dependency, as Yende
and Ntini note, stems from a historical and ongoing unequal relationship between the "core™ (developed
countries) and the "periphery" (developing countries), where resources, wealth, and power are
systematically transferred from the periphery to the core.*® Rodney highlighted “that the development of
wealthy nations is inextricably linked to the underdevelopment of poorer nations, underscoring a
structural imbalance in the global economic system”.*! This one-sided flow of resources has been
described by André Gunder Frank as the “development of underdevelopment”.*? Dependency theorists
argue that colonial history and the exploitation of the Global South's resources have entrenched economic
inequalities, leaving developing nations reliant on developed ones for capital, technology, and market
access.*® This dependency not only stifles self-reliant growth but also perpetuates systemic poverty and
inequality. Therefore, underdevelopment is a dynamic process shaped by historical and structural forces
that hinder the periphery's industrialization, technological advancement, and economic autonomy.** It is
from this background that the main proponents of dependency theory call for delinking from exploitative
global capitalist systems and pursuing development strategies that prioritize the needs and aspirations of
the periphery.

IFIs and their Reform in Africa’s Development

The literature highlights that the contributions of IFIs in developing countries, particularly in building
skills and mobilizing resources, have been widely recognized. Different writers, including Williams et
al., emphasized the IMF's significant role in capacity building, achieved through collaboration with
various government agencies in Africa.*® This is perceived as critical and essential to foster human
development, promote independence, and drive sustainable growth. Nsouli further noted that the IMF
prioritizes developing expertise and enhancing economic policymaking capabilities as a cornerstone of

3 Sen, Development as Freedom.

3 Walter Rodney, How Europe Underdeveloped Africa ( Verso Books, 2018).

37 Willis, Theories and Practices of Development.

3 Rodney, How Europe Underdeveloped Africa.
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43 Frank Andre Gunder, “The Development of Underdevelopment,” Monthly Review 41, no. 2 (1989): 37-51.

4 Celso Furtado, Development and Underdevelopment (Univ of California Press, 1964).

45 Saleh M Nsouli, Mounir Rached, and Norbert Funke, “The Speed of Adjustment and the Sequencing of Economic Reforms: Issues and
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its key activities, demonstrating its commitment to long-term development objectives.*® However,
scholars from the left highlight that the lending conditions imposed by IFIs are neoliberal and often take
the form of Structural Adjustment Programs (SAPs).*” These reform programs are designed to enforce
economic liberalization policies and reflect the market-oriented philosophy implemented by the Thatcher
and Reagan administrations in the 1980s.%8 On paper, SAPs are extended to countries facing severe fiscal
or macroeconomic challenges to stabilize their economic systems. Through SAPs, recipient nations are
required to implement various internal and external reform policies, to intensify the role of the private
sector in the national economy, and promote foreign direct investment and increase exports,
respectively.*® Hence, Nyerere said about the SAPs of the IFlIs, particularly IMF and WB:

“If African governments are really representing their people, they cannot accept conditions that would lead

to more hunger, social chaos, to civil wars or to the use of armies against their people.”°

These reform policies have been critiqued not only to have destroyed national state planning
capacity but also failed to address prevailing socioeconomic conditions that exacerbate poverty and
inequalities.®® Accordingly, Muhumed and Gaas highlight that;

“SAPs are simply a way of forcing countries to remove all kinds of trade and capital restrictions. In Africa,

the adjustment policies resulted from slow growth, higher poverty, lower incomes, increased debt burdens,

low human development indicators, and deteriorating social services such as healthcare, water, and
education.”?

For instance, Thomson et al. highlight that in various developing countries, SAPs have been
detrimental to the poor population, worsening conditions in sectors like public health, where there has
been reduced state expenditure. This has been particularly dire for the most vulnerable sector of the
population, who often face higher levels of poverty, limited access to essential services, and increased
economic instability. Consistently, Ntini asserted that the SAPs of IFIs “have operated over the years as
strong tools of control by developed nations to keep the developing countries in a vicious circle of
poverty”.5® This is done by trapping them into a state of dependency as they continuously rely on foreign
loans and assistance to stabilize their economies, without addressing the underlying structural issues of
poverty and inequality.

Also, Moyo argues that loans in Africa have caused more harm than good. Moyo contends that
continuous borrowing from IFIs has resulted in an unsustainable debt burden for many African
countries.> For example, the implementation of SAPs in Zambia led to reductions in public spending on
social services, negatively affecting the most vulnerable populations. The literature highlights that the
IF1 policies proposed for Egypt severely impacted the most vulnerable sector of the population — the poor
and the middle classes, further intensifying poverty and income inequality.>® Hence, in one President of
Uganda Mr Yoweri Museveni speeches it is highlighted that these institutions as perpetuating
“sustainable underdevelopment” arguing further that this has persisted in Africa since its independence
in the 1960s.% A recent criticism of these IFIs emanates from their response during the COVID-19
pandemic which is argued to disproportionately benefit wealthier countries. For example, UN Secretary-
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49 Willis, Theories and Practices of Development.
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10 (2016): 2018.
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World 28, no. 4 (2016): 237-49.
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General Antonio Guterres specifically referred to the IMF's actions as a "glaring failure,” noting that their
policies left numerous poorer nations deeply indebted while providing limited support for their economic
recovery efforts. Arguing that:
“Some governments are being forced to choose between making debt repayments or defaulting
in order to pay public sector workers — possibly ruining their credit rating for years to come.

Africa now spends more on debt service costs than on healthcare”.%’

It is, therefore, from such incidents that the reviewed literature heavily criticizes these entities and
identifies them as dictators of economic policies and legislative frameworks, as they often impose
devastating reforms on vulnerable societies worsening their state. This perspective primarily stems from
their perceived role in perpetuating structural inequalities through reform policies that prioritize
neoliberal economic agendas, favoring market liberalization and fiscal austerity over social welfare and
inclusive development. Furthermore, such policies devastate struggling economies on the African
continent, exacerbating poverty and vulnerability while undermining efforts toward sustainable
development, self-reliance, and long-term economic stability. Additionally, these reforms have often led
to the dismantling of critical public services, further entrenching social and economic inequality,
especially in the global South and Africa has not been spared from their devastating reform. Hence, Roy
highlights that:

“IFIs virtually write economic policy and parliamentary legislation. With a deadly combination of

arrogance and ruthlessness, they take their sledgehammers to fragile, interdependent, historically complex

societies and devastate them, all under the fluttering banner of reform.”®

Accordingly, Roy's critique of IFIs as arrogant and ruthless entities aligns with Ntini's analysis,
which highlights their coercive power over Global South governments and Africa.>® Both emphasize that
the IFIs, through their reform, enforce compliance through threats to sanctions, and creditworthiness,
driving governments into social and economic crises. For example, in South Africa, IFIs are said to have
imposed neoliberal economic policies, which have led to widespread privatization, job losses, and a
deepening of poverty and inequality.®° For instance, South Africa is identified in the literature as the most
unequal society in the world “(using the Gini income coefficient, at 0.79 before state transfers), and
Johannesburg is the world’s most unequal major city”.5! Furthermore, Easterly argued that the IFls
prioritize their own self-interest and protection by requiring that it be paid first before other creditors.5?
This approach poses a significant challenge, as it compels countries to shift their focus from development
objectives to satisfying the lender's demands. As a result, most countries find themselves ensnared in
cycles of unpayable debt, further exacerbating inequality and stifling development. This debt dependency
diminishes the sovereignty of nations, forcing them to prioritize repayment over critical investments in
socioeconomic development and societal welfare. Furthermore, the long-term implications of these
policies are far-reaching, often leading to weakened economies unable to sustain growth or provide
essential services. Consequently, the reforms frequently deepen poverty and social polarization,
undermining long-term stability and growth. Additionally, they contribute to domestic economic
contraction, structural violence, and political instability, often eroding state legitimacy, undermining
democracy, and restricting freedoms. This creates a vicious cycle where countries remain dependent on
external financial assistance, perpetuating their underdevelopment and reinforcing global inequalities.
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DISCUSSION
The paper discusses the role of IFIs in Africa’s (under)development through the lens of dependency
theory. Accordingly, this theory argues that (under)development in third-world countries and the Global
South is the result of exploitative global capitalism.®® Through these policies, African nations often serve
as raw material suppliers and consumer markets for developed countries, maintaining structural
inequalities. This further maintains the exploitative relation at the global scale. Moreover, IFIs perpetuate
underdevelopment through neoliberal reform programs, particularly SAPs, which prioritize debt
repayment over domestic development. These policies reduce state expenditure on social welfare,
weakening healthcare, education, and infrastructure — leaving many vulnerable as safety nets are
removed.®* This further aligns with what Thomas Sankara said on debt:
“Under its current form, that is imperialism-controlled, debt is a cleverly managed re-conquest of Africa,
aiming at subjugating its growth and development through foreign rules. Thus, each one of us becomes
the financial slave, which is to say a true slave.”®

Sankara’s critique of these IFIs emanates from the fact that they have continuously used debt to
limit Africa’s independence and a tool of neo-colonialism to perpetuate encroachment and hinder its
substantial development.®® This is further perpetuated through the focus on economic liberalization
fosters dependency on external markets, and hinders industrialization and self-reliance. This approach
weakens the strength of local markets and industries, leaving them unable to compete with global players.
As a result, local businesses face diminished growth opportunities and economies struggle to diversify,
perpetuating reliance on imports and external aid. This dependency exacerbates vulnerabilities to global
economic shocks, further marginalizing African nations within the global economic hierarchy leading
them to further rely on aid for development. Also, economic liberalization imposed by SAPs deepened
the unequal integration of African nations into the global capitalist system, further entrenching poverty
and inequality across the continent.5 It is from this background that other writers identify IFls and their
reform policies as “agents of imperialism.”%®

IFIs’ emphasis on fiscal austerity and privatization undermines state-owned industries as they
erode state control, which forces governments to rely heavily on taxation as their primary revenue
source.% This creates substantial pressure on both the working class and businesses due to high tax
burdens. This reliance not only limits economic diversification but also discourages investment and
innovation, as businesses face reduced profitability. By aligning with the interests of developed nations,
IF1s perpetuate an exploitative core-periphery relationship, preventing self-sustaining growth in Africa.”®
Thus, dependency theorists view IFIs as tools through which developed countries assert control over the
economies and policies of developing nations. This is because the reform forces African nations to
participate in the global trade system, whereby the condition of trade is neoliberal in nature.”* As argued
by dependency theory, through currency devaluation, IFI reform policies intensify unequal power
dynamics, where the core nations and the global North maintain dominance over the resources and
economies of the global South.” This imbalance allows developed countries to continue exploiting
natural resources and markets in less developed regions, perpetuating dependency and the state of
underdevelopment. Moreover, by shaping global economic policies and trade frameworks to their
advantage, core nations restrict the ability of peripheral countries to achieve equitable growth, reinforcing
systemic inequalities and limiting the Global South's sovereignty and economic autonomy. Therefore,
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what can be deduced and argued at this stage is that there is an inverse relationship between IFls and
African nations, where increased reliance on these institutions correlates with increased poverty and
economic instability. This dependency often enslaves African nations while at the same time creating
impenetrable structural blocks to socioeconomic and political progress. These mechanisms enforce a
global economic hierarchy, ensuring that Africa remains dependent on external assistance, further
strengthening systemic and sustainable underdevelopment.

CONCLUSION

In conclusion, the essential question that arises is whether Africa truly needs loans from IFIs. Arguably,
loans are a vital mechanism for governments in developing nations, including African governments, to
inject resources into their economies, fostering socioeconomic growth. This is especially important in
addressing pressing issues such as structural poverty, inequality, and vulnerability. These loans serve as
a catalyst for development by enabling investments in infrastructure, education, and healthcare, among
other things. However, in the context of IFIs, the conditions and reform policies tied to these loans leave
recipient countries further crippled by debts, creating a cycle of dependency on loans. Furthermore, this
often undermines their potential benefits, acting as an antithesis to sustainable development. The reform
policies such as those of the SAPs frequently prioritize debt repayment and economic liberalization over
domestic priorities, weakening local industries and exacerbating dependency. Therefore, the paper
concludes by arguing that to truly support Africa’s development, it is imperative to re-evaluate the
structure and objectives of loan agreements to ensure they empower rather than constrain growth and
self-reliance. Furthermore, there is a need to reassess and realign economic reform policies to address the
unique needs and circumstances of the recipient nations, rather than enforcing a capitalist "one-size-fits-
all" model for repayment and reform. Tailoring reforms to specific national contexts ensures that policies
are more effective, equitable, and sustainable, ultimately fostering long-term development while
minimizing unintended economic and social consequences. This approach also promotes ownership and
accountability within the recipient nations, enabling them to build stronger, more self-reliant economies.
Therefore, the paper concludes by recommending alternative development paradigms that challenge
capitalist hegemony and foster equitable, self-determined growth pathways for African nations
addressing different needs.
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