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*This paper was read during the Symposium ‘Is Freedom at bay?’ Sophia University, October 11, 2007 .
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Future of Global Economy:
Ecuador without IMF & World Bank

TOUSSAINT Eric
Representative of Comité pour I'annulation de la dette du Tiers Monde Belgium<CADTM>

SUMMARY

Problems in financing of advanced countries to developing countries

I would like to discuss about the nature of financing problems to the developing countries, such as
regions of Latin America, Middle East, Africa, and Asia. These countries have accumulated huge
amount of loans since 1965. Lenders are World Bank, IMF, private banks and governments in the
developed countries. These lenders used loans strategically. First, the borrowers also have resources.
Second, lenders tended to disregard democratic condition of these borrowing countries. Often times

they give loans to military governments.

World Debt Crisis in the 90’s

There had been these kinds of loans from 1970s to 1990s, and in 1990s there was turning point.
Early 1990s, the U.S. government raised interest rates severely, which caused that repayment to
developed countries increased 4 to 5 times, while the money of export resources dropped. Against these
backgrounds, World Bank and IMF continued to force Washington Consensus implementation against
borrowers. As results, humanitarian conditions in developing countries got worse, and super power

—developed countries —exerted their influence over the developing countries.

Cases of Ecuador

The sum of Ecuador’s debts has now reached to the level of 53times the amount they first borrowed in
the 1970’s. The accumulation of such debts becomes the vicious circle of the ‘eternal debt’. Last year,
the Correa government introduced a new system of audit which scrutinizes the detail of loan.

Japan has extended to Ecuador with the total amount of $338million. The part of the loan was lent for
the large scale project-fund to Ecuador channeled through IMF and World Bank. Since, this loan was
conditional, Ecuador is obliged to change and adjust her national economy; In the 90’s, World Bank
insisted on revising existing the labor law or privatization of some of the public sections or decrease
20,000 government employees in Ecuador. Japan has also given grant and loan to Ecuador in similar
conditions. Thereby Japan sided with the forces of neoliberalism.

Consequently, a huge economical collapse had occurred in 1999, so-called “chain bankruptcy of private
banks”. The deregulation was enforced, which led to the existing the chain bankruptcy. Ecuador

government has become a ‘heavily- indebted’ country.

A Message and a Hint to People in Japan

The reason why I am here is to appeal to the Japanese politicians and the young to bear their
responsibilities to poor countries and help assist country like Ecuador from the chain of eternal debts.
I would like to present an example of reappraisal of system of Norwegian loans for your reference.
Last year, Norway carried out auditing her own loan and found out that her loan to Ecuador was

unjust; Norway had sold five fishing loan boats to Ecuador and kept receiving repayments. However,
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these fishing boats were not needed at all by Ecuador. Instead, the Ecuadorian side used them as
cargos for the purpose of transporting bananas. Why was it so? The reason behind this was simply
because Norwegian government tried to solve unemployment problems of shipbuilding industry due to
economic recession. From these findings, the Norwegian government admitted its own egoism and
wrote off the debt. As can be seen from this example, Japan likewise should audit her own loan under
the co-responsibility with the recipient country and if any unjust motives behind lending were found,
she should cancel such loan voluntarily.

‘Bank of the South- A Radical Solution to World Debt Crisis
Even if the debt was cancelled under the existing system, those negative chain remains, which would
only result so, called the ‘eternal debt’. As a solution to this problem, six left-wing governments of
Venezuela, Brazil, Argentina, Bolivia, Ecuador and Paraguay have taken the initiative to create a new
alternative system, ‘ Bank of the South’. This pledged and paid-up funding could be operated
democratically by these governments without being financed by the World Bank, IMF, private banks or
developed countries.

*This article is a transcription of the speech delivered during the Symposium “Future of Global
Economy: Ecuador without IMF& World Bank’ Sophia University, December 15, 2007.



