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Summary

There is a vast set of publications which reflect the impttte global financial crisis (GFC)
on the world economy, the developed countries and the BRIC. Only a veyafesvs deal
with the impact of the GFC on the African states. Summarizing,observed that losses in
economic growth and social welfare will be an immediate threathé African states
economic and social development. It is recommended to enlarge thefflO@A and private
investment capital. Reviewing the GFC discussion African Stateith of the Sahara is well
advised to apply the mechanisms being prepared by the G8 andt @&20escribed that the
instruments being deliberated by the G20 is an appropriate meare$otm the banking
sector and to mitigate the impact of the financial shock arc#&fSouth of the Sahara. An
assessment however shows that although the mechanism magsearveol box it has to be
recommended that additional actions are undertaken either by tdchsststance and/ or by
providing financial facilities and measures to stabilise tlodajl economy and to liberalize
the trade.
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1. Africa South of the Sahara: the banking sector and the bamkg policy and the global

financial crisis (GFC)

1.1 The impact of the GFC on Africa South of the Sahara

A very few studies are directing our attention for the impact of GFC dsgquent actions in
developing countries and especially in Africa South of the Sahara. Summarisiaggued
that the economies in these states are severely hurt due itophet of the GFC on trade
flows. (trade shock) Since the GFC has reduced economic growtheinndustrialised
countries demand for commodities and other products being exported from Africa&the
Sahara has decreased and eroded the economic resources beingd remugenerate
investment, employment and social welfare. (Macias, Massa 20@#8ndtibnal Monetary
Fund 2009b, Fosu, Naudé 2009, p. 5)

The main literature on the GFC focuses on the impact in developediesuand in those
developing countries which are summarised as advanced or rapidljngresonomies as
Brazil, Russia, China and India. It is widely argued therefiisamcial shock which is defined
by Fosu and Naudé “as the availability of credit declined (taditccrunch) and the cost of
international credit increased...” (Fosu and Naudé 2009, p. 5)

1.2 The GFC and the financial sector in Africa South of the Sahara

The subsequent analysis refers exclusively with the financialkshod starts from the
analysis of the banking sector and its conclusions when assdssimgpact of the GFC and
providing recommendations for further actions: “... African banks hardlytake their loans
and then turn them into other instruments, break them into mortgagéissand trade them
...It's a simpler system and therefore it's less prone to thiepkar kind of downfall that the
American financial system has been facing.” (Cortez 1999, p. 208sdda2008) It is
assumed that these countries which complained in the past an inapgproyfieav of capital
are protected in a “shelter” from the inflow of private capftavs from the worldwide
financial markets due to the expectation of low returns whickexptained among others by
the economic limited size as well as by a financial sector being inadequaarticipate in the



international financial flows. (International Monetary Fund 2009a, pd@jtionally, studies
underline that there is an interrelationship between the exigtiitgcal and social structure,
the weak economic performance and the exposure of the banking se&fiacarsouth of the
Sahara. Various research findings stress that in Africa Soulie @ahara the banking sector
only in a very few countries provides a suitable cooperation poteatigrticipate in the
international financial markets due among others to weak supervistbregulation, lack of
professionals, inadequate expertise to screen and monitor borrowing, paor |
documentation, poor internal controls and insider lending. (Brinkman 1999, p.222)tAdso,
observed that “politicians who were shareholders often received loareturn for deposits
from parastatals or other favors.” Furthermore, political powerctires enabled “to obtain
bank licenses or prevent actions by regulators, reducing corsti@imprudent lending and
worsening moral hazard problems.” Capital is not allocated in grewthancing manner as in
South East Asia. Additionally, the macroeconomic policies beingeimg@hted in Africa
South of the Sahara did not contribute to the generation of a well fumctidmancial
industry. (Degefe 2009, p. 209)

Financial reforms as outlined in the design of IMF on macroecanguoiicies of have
gradually proceeded in some countries as in Ghana and Malawi wiem@her countries as
in Nigeria there was no progress. Assessing the outcome of tlikests ¢here are
recommendations on the appropriate means to strengthen the finamiiatry. Degefe
argues to pursue a strategy being adjusted to the needs o& Aduth of the Sahara:
“Vulnerability to external shocks, poverty, undeveloped technical aiigpand a heavy
external debt burden can be easily evoked when characterizingjthie. ri¢ is precisely these
characteristics that need to be faced and addressed in tise cduteveloping a sufficiently
robust economic policy. To this end, the current policies need tovisedeand a more
appropriate and robust strategy put in place. Two basic lessons @arbed from these
countries are that there is a need for strong and visionaryastdtéhat the market must be

assisted in the allocation of the limited resources in the region.” (Degefe 1999, p. 211)

Reviewing the actual situation it may be concluded that theregmwth enhancing and
poverty removing synergies, when these states foster banking reformay mitigate the
impact of GFC, and it is a means to enhance the efficienglyeofinancial industry. It is
argued that the amount of official development assistance will nexilaeged due to the GFC
impact on the economy in the industrialised economies and that toade\ilill be enlarged



step by step as the economic recovery in the industrialiates tlowly proceeds. The price
of private capital due to the recapitalization needs of the finaimdastry in the North as
well as in the advanced developing countries will be higher thdarebghe GFC.
Observations in the industrialised countries underline that therengedaf a credit crunch
which is a barrier to generate a steady upswing of the non-bankuigr Deutsche
Bundesbank 2009a, pp. 22, European Central Bank Eurosystem 2009)

1.3 The reforms of the financial industry in Africa South of the Sahara and th&FC

Resuming the assessment of the impact of the GFC on AfEtates South of the Sahara
Fosu and Naudé define a set of policies which includes specificuresagirected to the
financial industry these states to cope with the still ongoing GFC. Proposititudeiric
Monitoring the impact of the crisis in a timely fashion;

Restoring confidence in banks, while continuing to monitor and to regulate banks;
Expanding trade (...) and avoiding creeping protectionism;

Expanding trade finance.” (Fosu and Naudé 2009, p. 9)

Nissanke adds further proposals when reviewing the outcome of theidinaiorms: these
recommendations imply that a successful reform should include alii#a¢ion coupled with
an appropriate supervision and regulation of the banking sector. Addyianaigh degree of
financial discipline, low inflation and macroeconomic stabiigyan indispensable input to
reforms. (Nissanke, pp. 161). Furthermore, it is proposed to enlaggioth of financial
resources to Africa South of the Sahara by the internationalciedanstitutions which may
compensate losses from reduced trade flows. A global trade Idagi@h is requested which
enables Africa south of the Sahara to improve access to mankdeveloped countries.
Strong efforts of these countries should strengthen the absorppaeityafor commodities

and other supplies from Africa south of the Sahara.
2. Core elements of the strategy of the G 20 mechanism relating to GFC
Summarizing, international financial institutions and G20 have agreegenod mechanisms

to match the GFC which implies mainly:

Rules to reconstruct the capital basis of the banks; and



Instruments to enhance the risk management including the valuatiesset$ @and to provide
more transparency.

Furthermore, measures are recommended to foster the stailitye financial industry
(macro prudential assessment) as well as to provide an appgopnacroeconomic
environment to stabilize the financial industry. (Deutsche Bundesbank 2009b, pp. 70)
Finally, it is intended to enlarge the flow resources, mainigiaffdevelopment assistance, to
Africa South of the Sahara as well as trade liberalisattwh ramoving imbalances in the

world economic system.

2.1 The enlargement of the capital basis of the banks as a countermeasure attex GFC

Referring to the capital basis of the banks the Pittsburgh Sudefites a comprehensive
programme being elaborated and implemented up to the end of 2012. Rulearagreed

upon which “improve both the quantity and quality of bank capital (...godi®ige excessive
lending...We welcome the key measures recently agreed by theghvdysdy of the Basel

Committee to strengthen the supervision and regulation of the basddigy. We support the
introduction of a leverage ratio as a supplementary measure t8aba Il risk-based

framework ...To ensure comparability; the details of the leveragie will be harmonized

internationally...” (Pittsburgh Summit 2009, paragraph 13). Simildng G20 Finance

Ministers and Central Bank Governers decided on the “Declaratiorurbimerf steps to

strengthen the financial system” in London: “Consistent and coordimaiglementation of

international standards, including Basel Il, to prevent the emergehecew risks and

regulatory arbitrage...” (Declaration on further steps to streEmgthe financial system 2009,
p. 19)

The body to formulate details for further policies to be adopted aptemmented is the
Financial Stability Forum. Regulatory rules were published inGhglelines for Computing
Capital for Incremental Risk in the Trading Book, which origindtech Basel Committee on
Banking Supervision and the International Organization of Securitegan@ssion. The
Financial Stability Forum also elaborated proposals which setcapital requirements for
re-securisation and short-term liquidity facilities extendedsgetbacked commercial paper
(ABCP) conduits.” (Report of the Financial Stability Forum 2008, p.4.)



2.2 Adjusted risk management and improved surveillance of thask assessment in the

financial industry

As far as it refers to avoid a negative impact of lack df gentrolling and inadequate
transparency the G 20 Declaration of the Summit on Financial é#ar&nd the World
Economy on November 15, 2008 released a comprehensive set of recommendaitbns
should include actions by the member states inclusive the Interddflonatary Fund and an
expanded Financial Stability Forum to strengthen transparencgcaodintability as well as
on regulatory regimes. To quote an example: “guidance for thetiomlat securities (...) to

address weaknesses in accounting and disclosure standards fdawtelsheet vehicles.” It
is recommended to set up a Financial Sector Assessment Pr{igf8®r) report. “The

appropriate bodies should review the differentiated nature regul@tiothe banking,

securities, and insurance sectors and provide a report outliningsshe and making
recommendations on needed improvements. A review of the scope of finaagti&tion,

with a special emphasis on institutions, instruments, and marketsathatcurrently

unregulated, along with ensuring that all systematically-importastitutions are

appropriately regulated, should also be undertaken.” (Declaration Suthenit on Financial

Markets and the World Economy 2008)

The Pittsburgh Summit underlined to improve the transparency obuweethe counter-
derivatives (OTC) markets: “All standardized OTC derivativatracts should be traded on
exchanges or electronic platforms, where appropriate, and cleared hthicargral
counterparties by end-2012 at the latest. OTC derivate constamidd be reported to trade
repositories. Non-centrally cleared contracts should be subjedtiertgapital requirements.
We ask the FSB (i.e. Financial Stability Board, K.W.M.) and iklsvent members to assess
regularly implementation and whether it is sufficient to impréke transparency in the
derivatives markets, mitigate systemic risks and proteghstgabuse.” (Pittsburgh Summit
2009, paragraph 13) Also, the declaration states: “We call on our imnbd@adaaccounting
bodies to redouble their efforts to achieve a single set of hightygugllobal accounting
standards within the context of the independent standard settinggracel complete their
convergence project by June 2011.” (Pittsburgh Summit 2009, paragraph 14%2Z0he
Finance Ministers and Central Bank Governors have decided orarsiprbposals and
stressed corporate governance reforms. (Declaration on furthies &b strengthen the
financial system 2009, p. 19)



The Financial Stability Forum announced in 2008 to develop standards fasssksment
according and adapting the Basel Il Guidelines and stressed horatk an operational
infrastructure which is intended to enhance the risk management ofthevesunter
derivates. “A proposed standard of the International Accounting Standasdsl BASB)
expected by the year-end (which should be 2008, K.W.M.) will selt femhancements to
required risk disclosures about financial activities. The IASB willlifsiean October guidance
that will promote sound practices for valuation of financial ursnts and related
disclosures, emphasizing the need for greater judgment in valuationsahiagts are inactive.
The guidance will converge with similar guidance issued by th&étSrrities and Exchange
Commission (SEC) and the US Accounting Financial Standards BeA®B) in September
and October. ..By year-end, the IASB will propose revised standartisefaonsolidation of
off-balance sheet entities and retailed risk exposures.” (Repattte Financial Stability
Forum 2008, p. 5)

Another means to avert risk-assessment based imbalances inaheirfg industry permits
bonus payments restricted to the medium- and long-term profitwvihkibanks. (Declaration
on further steps to strengthen the financial system 2009, p. 19% Ipnwposed mainly: “(i)
avoiding multi-year generated bonuses, (ii) requiring a significantioporof variable
compensation to be deferred, tied to performance and subject to approfaveback and to
be vested in the form of stock-like instruments,...(iii) ensuring tbatpensation for senior
executives and other employees having a material impact dirriie risk exposure align
with performance and risk; (iv) making firms compensation policies and st&adtansparent
through disclosure requirements; (v) limiting variable compensatian pescentage of total
net revenues when it is inconsistent with the maintenance of a sapital dase; and (vi)
ensuring that compensation committees overseeing compensation pateieble to act
independently. Supervisors should have the responsibility to review fommpensation
policies and structures with institutional and systemic riskimdmand if necessary to offset
additional risks, apply corrective measures...” (Pittsburgh Summit 2009, paragraph 13)

2.3 International cooperation

The Central Banks and International Financial Institutions atowarioccasions have
underlined the need to reinforce international cooperation, as it msulied in the



Declaration of the Summit on Financial Markets in the World Ecognd®eclaration of the
Summit on Financial Markets and the World Economy 2008, paragraph 9)2lhagied to
enhance international cooperation :"to establish the remaining supgrvisolleges for
significant cross-border firms by June 2009, building on the 28 alreadylace; to
implement the FSF principles for cross border crisis manageamergdiately, and that home
authorities of each major financial institution should ensure thagrthe of authorities with
a common interest in that financial institution meet at leastually; to support continued
efforts by the IMF, FSB (Financial Stability Board, K.W.MW,orld Bank, and the BCBS
(Basel Committee on Banking Supervision, K.W.M) to develop an internatiamaework
for cross-border resolution arrangements; the importance of fustbkk and international
cooperation on the subject of exit strategies; that the IMF aBdsk8uld together launch an
Early Warning System at the 2009 Spring Meeting”. (DeclarationStrengthening the
Financial System — London, 2 April 2009, p.2)

The G7 Finance Ministers and Central Bank Governors pledgediatvaneetings further
international actions. It implies a plan “which will ensure a robasti comprehensive
framework for global regulation and oversight.” (Declaration onhtirristeps to strengthen
the financial system 2009, p.19) Also, the border-crossing financial igdsistalled upon by

the G7 to contribute by appropriate actions: “Systematically itapbfinancial firms should

develop internationally-consistent firm-specific contingency and lugsn plans. Our

authorities (central banks and related national regulatory bodmms)lds establish crisis
management groups for the major cross-border firms and a fiegaework for crisis

intervention as well as to improve information sharing in timedress. We should develop
resolution tools and frameworks for the effective resolution of fimdngioups to help

mitigate the disruption of financial institution failures and redunoral hazard in the
future...” (Pittsburgh Summit 2009, paragraph 13)

2.4 Macro prudential surveillance of the financial industry

As a lesson of the GFC there is a request of central banksnerdational financial
institutions to apply macro prudential surveillance of the finanadlstry. The scope of
supervision focuses on the financial markets which additionally lwalve tegularly analysed
in a complementary manner to the assessment of the economatiosit of individual

financial institutions. The target is to receive information in adeaabout bubbles in the
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financial markets and to evaluate in time systemic riskgraiing from the financial markets
in the non-banking sector. Central banks are recommended to pursuespehach are not
only directed to price stability but also to the stability of financial industry and to avoid
systemic risks. Macro prudential policies have to be designeddiegdahe ongoing situation
as well as the foreseeable development of the banking industry andattreeconomic
processes. (Sachverstandigenrat 2009, pp. 140) The macro prudential apprpieh
studies of the size of the individual banks, of their market potergtiglompared with the
overall markets, of individual banks in terms of being “too big to faild the structure of the
portfolio in terms of “too many to fail”. (Papademos 2009, p. 11; TwGuglerell 2009, pp.
10) The IMF is called upon to contribute to macro prudential risksassent:” The IMF, with
its focus on surveillance, and the expanded FSF, with its focus on rskaatiing, should
strengthen their collaboration, enhancing efforts to better ineegggtlatory and supervisory
responses into the macro-prudential policy framework and conduct eamhyng exercises.
The IMF given the universal membership and core macro-finangealrese, should, in close
coordination with the FSF and others, take a leading role in drdessgns from the current
crisis, consistent with its mandate.” ((Declaration of the SuromFinancial Markets and the
World Economy 2008, p. 5)

2.5 Additional financial facilities to developing countries

The G 20 Declaration of the Summit on Financial Markets and thedVifadnomy proposed
in the initial meeting in Washington on November 15, 2008 a widely dme&taof actions to
be undertaken by the IMF and FSF as support in the surveillamgarding developing
countries it is announced to provide additional financial facilittéée should review the
adequacy of the resources of the IMF, the World Bank Group and othkitateral

development banks and stand ready to increase them where necBssdfis should also
continue to review and adapt their lending instruments to adequatetytim@emembers
needs and revise their lending role in the light of the ongoing dialaarises. We should
explore ways to restore emerging and developing countries atxessdits and resume
private capital flows which are critical for sustainable gfowhd development, including
ongoing infrastructure investment. In cases where severe nmdigtaptions have limited
access to the necessary financing for counter-cyclical fit@ies, multilateral development
banks must ensure arrangements are in place to support, as neededptimses with a
good track record and sound policies.” (Declaration of the Summiinamdtal Markets and
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the World Economy 2008, p. 5) A similar proposal has been also decidlee Bittsburgh
Summit which contains a separate part on the reform of the mandate, of the nmdsobthe
governance of the IMF:  “We have delivered on our promise tcetrelsburces available to
the IMF: We are contributing over $ 500 billion to a renewed and expaihiedNew
Arrangements to Borrow (NAB). The IMF has made Special DrgwRights (SDR)
allocations of $ 283 billion in total, more than $ 100 billion of which wsilipplement
emerging market and developing countries’ existing reservesaBssources from the agreed
sale of IMF gold, consistent with the IMF’'s new income model, and ftnods internal and
other sources will more than double the Fund’s medium-term concddsiotiag capacity.”
Additionally it is promised: “Our collective to the crisis Haghlighted both the benefits of
international cooperation and the need for a more legitimate &ectie¢ IMF. The Fund
must play a critical role in promoting global financial stapilind rebalancing growth. We
welcome the reforms of IMF’s lending facilities, including theation of the innovative
Flexible Credit Line. The IMF should continue to strengthen itac@pto help its members
cope with financial volatility, reducing the economic disruption fsardden swings in capital
flows and the perceived need for excessive reserve accumulatioec@d\ery takes hold, we
will work together to strengthen the Fund’s ability to provide ewamded, candid and
independent surveillance of the risks facing the global economy and thmatideal financial
system. We ask the IMF to support our effort under the Framewor&tfong, Sustainable
and Balanced Growth through its surveillance of our countries’ poh@eseworks and their
collective implications for financial stability and the leveldapattern of global growth.”
(Pittsburgh Summit 2009, paragraphs 19 and 20) The IMF announced approgitate at

various occasions.

2.6 Stabilisation of the global economic system and sound economic policies

Finally, it is intended to strengthen economic policy cooperationoasnttance trade
liberalisation and removing imbalances in the world economic reysiEhe Managing
Director of the International Monetary Fund has taken the opportuniytime the role of
the IMF in coping with the GFC from a future oriented perspectieeatgued among others
that the IMF should not only be perceived as a global financialaty, but as agency to
support the national and multilateral efforts of economic recoveiy.requested that main

reserve issuers should be obliged to stabilise the global econgstemsby sound economic

policies.The current international monetary system has to be stabilysthikably anchoring
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fiscal, monetary and financial regulatory policies of the ma@senve issuers...the
international monetary system...could be made even more resilieatiiitries appetite for
self-insurance - and hence their demand for reserves — could bededhcs demand, which
is expected to rise further in the wake of the crisigtithe heart of a recurring source of
instability of the international monetary system...sound economicig®latearly can reduce
the need for insurance over time as policy credibility is enhanced and confidenceencies
is strengthened. At the global level, e should seek ways to reduce the imyaletited capital
flows and hence their potential to disrupt financial systemsdgarty insurance should in
theory be the most efficient alternative, but pricing uncergsrdnd significant counterparty

risks have prevented the emergence of a market for this.”(Strauss-Kaéhmp2@0)

3. The assessment of the proposals of the recommendationsha international financial
institutions and the G20 recommendations in African South of the Salra

3.1 The basic assumptions of the G20 approach

When assessing the G20 and other related recommendations gefertive impact of GFC
on African States South of the Sahara it has to be kept in minththguiding principle of
the G20 focuses on measures which are designed to reinstaliceeneffnancial industry in
developed countries and thereby to remove a wide-spread econonsicuasio imbalances
in the credit supply of those countries. The G20 “philosophy” refetisetaunderstanding of
the specifics of financial markets and is geared to cope witkentailures, moral hazard,
and adverse selection strategies self-fulfilling prophediBsnkman 2009, pp. 214) The
approach of G20 may be perceived roughly as a policy which has twvidleahe collateral
impact of deregulation in the banking industry of developed countrieshwivas
implemented in recent years to enlarge the capital supply arabyheer provide resources for
further growth. It has also to be kept in mind that there is comgelxfar reaching set of
regulations still valid in developing countries. These rules are emppid generate
transparency for the supervising agents and to adjust the mopeliagyof the central banks.
In a simplified manner it may be formulated that the G20 apprsiachld be approved as a
means to find a badly needed equilibrium which is defined byriea proportion between
possible distortions of additional bank regulation rules and the expetfexiseof a
continuous liberalization of the finance industry in developed countrlss, te request of a
macro prudential bank regulation implies important and additional atmeeactions of the
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traditional macroeconomic policies and the monetary policies wheh e designed in a
way which should start at the ongoing operations of the central bantte developed
countries. The G20 approach also implies the availability of actefé and well-equipped
banking industry and assumes that there are positive long-termowggilleffects of a
stabilization of the financing industry in developed countries on tbaoacic recovery of

developing countries being inflicted by the GFC.

It has to be added that the above mentioned recommendations and proposals have not been yet
implemented. In fact there is a wide-spread support withinfittaacial industry and the
government of the G20 member countries as well as central bankngms/éo apply the
recommendations which however are not yet elaborated in a manmnethehahase of
implementation may start. Obviously, the GFC is a phenomenon which reedemic
analysis which did not exist up to now, and actions to design the recwatiosns in detall
are time-consuming. Additionally, it is fair to mention thathaltgh there is a basically
worldwide consensus about the necessity of actions as decided upon,giiaegefforts to
finish the rules governments and the financial industry have not yet reacioedensus about
the further procedure. Main objections arise from the expectatiothehafficiency of banks
and of the capital market may be reduced to lack of competitiorhwh&y originate from a
worldwide set of rules. Other voices claim that the costs of prayidapital by the banks
may enlarge fees when granting capital. Finally, it is arghetl a set of rules has to be
flexible to enable the financial industry to adjust their stiatetp the rapidly changing credit
markets. (Sachverstandigenrat 2009/10, pp. 139)

Considering these caveats, it may be concluded that the finamdbuesitry in African States
South of the Sahara is not well advised to pursue a policy as eéesigrthe G20. It may be
more appropriate to review carefully the further progress andtthauljust policies when
necessary. A strategy of this kind may also be felt as nfbicgert since the results of the
expected rules and procedures may be - having in mind that ASoda#éh of the Sahara
policies should be shaped by the rule that “one size does not fit’feshaped according to
the formed referring to the then observable needs in the respective financialyindust

3.2 The G20 approach as a tool box for reforms of the banking industin Africa South
of the Sahara
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However there are reasonable arguments to assume that 8éth of the Sahara should
carefully review the further G20 decisions and rules to refornbémking sector. The G20
policy recommendations may serve as tool box to strengthen rtaecfal sector in the
respective countries and to set up mechanism of an efficiemb-naad macro prudential
surveillance which avoids distortion either due to lack of regulatidmeocause of excessive
control. The adjustment to the G20 approach may help developing countries ksadtorgo
participate in the operations of the international markets and theocelattract (private)
capital. A well functioning financial industry should be perceivedmasnstrument to offer
suitable conditions to capital owners in Africa South of the Salmatdcastop capital flight.
In the course of the further globalisation of financial markkés dpplication of the G20
proposals will minimise transaction costs of capital movementaeleet the respective
economies south of the Sahara and thereby enable the banks to esfhieiecey which is
badly needed to foster the economic growth. In a wider sense, thgreenpositive spill-over
effects when collecting savings and distributing credits in thes®rs which up to no are the
main field of services of micro credit programmes. Collaboratiih the upgraded banking
sector implies additional capital being channelled from the irdbs®ctor to the banks and in
the opposite direction from the financial industry to the informal sector.

3.3 Additional actions

To make the G20 approach efficient in Africa South of the Saharéicaddiactions should
be undertaken to provide and to enlarge the personal and infrastructuegjypsites. A study
presented by ODI states: “In several areas, LICs ardy litce need enhanced technical
support...The Fund, along with its partners, may need to scale up the prafisemmnical
assistance (TA) to help LICs to address the crisis and continuaxiagrahead with broader
public and financial sector reforms. Concerning the latter, the Fund could Ipdéprient best
practices in crisis management, balance sheet risk management. (Hanson 2008,rp.&€The
some indications that the developing countries offer suitable preitequis perform such
activities, as the ODI has recently observed: “The upcoming FSRRancial Services
Assessment Program, IMF, K.W.M.) in the LICs could focus on these areasalSmuntries
have set up crisis management committees and technical groups, éhilmd can support.
TA plays also an important role for members faced with thel rieestrengthen public
expenditure management systems, enhance domestic revenue, and imphive de

management.” (Macias, Massa 2009, p. 36)
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Furthermore, the G20 approach assumes that the macroeconomic pitesediiso the
policies which are needed to cope with the impact of GFC in A8aath of the Sahara. The
analysis of the situation reveals that additional support is reqii@dly it is recommended
to create a macroeconomic frame which supports banks to be ststdbéind which invites
the financial industry to take their part in the overall economieldpment strategies.
Additionally, the banking industry and the political governing structurese to be
reorganised in a manner which strengthens the autonomy of thedrahk#ich enforces the
related industry to run its business independent from an umbrella prdwdedlitics and
government subsidies. The IMF has announced “to continue to provide extmtdineal
assistance to strengthen public sector capacity in Africa, becames the long term African
countries need efficient and careful public management to ensureéh#iaidevelopment
priorities can be met.” (International Monetary Fund 2009b, p. 10)

Referring to the needed further actions as exemplified among othermkynBn, the African
Department of the International Monetary Fund, Fosu and Naudé tremecalations of the
G20 are rather weak and very vague. (Fosu, Naudé 2009, p. 10; Internisitiooedary Fund
2009Db, pp. 7) The propositions neither refer to actions being undertaken in the developing nor
to policies to be implemented by the developed countries. The redeofra few examples
which may be quoted from Fosu and Naudé enables to justify tresvaltisn: Expansion of
domestic demand in Africa South of the Sahara, expansion of selfyangib and
production diversification is not elaborated in detail. Furthermtoeetare no explicit hints to
enhance political independence of the financial industry, reforms oifcguidnces and the
set up of good governance policies. Commitments of the developed countries infteads
liberalization, reduction of protectionism and debt cancellation areptediged in very vague
and in not obligatory pledges. Also, the necessity to proceed in a bséejrdy-step-manner
is not stressed, as Brinkman requests. (Brinkman 2009, pp. 239) The G2Chgwes not
take into consideration measures which compensate the sociabttssproposed reforms.
(Cortez 1999, p. 204)

Summarisingone may argue as Defege and others when assessing the IME&chpiordhe

current situation in Africa South of the Sahara as not being condieitree generation of
financial stability and economic growth in the course of GFCfg@ee 1999, pp. 210) Critics
of the G20 mechanism are correct when requesting that monticattés given to a more
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comprehensive approach which implies macroeconomic policies in develmpingies and
stronger commitments by the developed countries. As Fosu and Naudiyrecete the up
to now short-term view when coping with the GFC impact regardingithation in Africa
South of the Sahara has to be supplemented by a medium and longoleynwhich
provides a mechanism strong enough to avert global financial emgkso strengthen the
economic performance not only in developed, but also in developing coumtiesecially
also in Africa South of the Sahara. (Fosu, Naudé 2009, pp. 14)
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