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SU BJ ECT: USG RE PRE SEN TATIVES MEET WI TH I MF AN D I BRO 
STA FF ON NI GE R I A 

RE F: (Al LAG OS 5907 (Bl PARIS 17202 

1. CONF IDENT I AL EN T I RE TE XT. 

2. SUMMAR Y: USG REP RESE NTAT IV ES MET WITH IBRD AND IMF 
STA FF TO DISCUSS NIGER IA ' S FINANCIAL PROS PE CTS AND TO 
BE BRIEFED ON THEI R RE CENT MEETIN GS IN LAGOS . WHIL E 
BANK STAFF WA S MORE UPBE AT ON THE SI TUATION THAN THE 
FUND, BOTH AGREED THAT THE NI GER I ANS HAD MADE 
CONSI DE RA BLE PRO GR ESS IN THEIR THINKING IN THE PA ST SIX 
MON THS . WH ILE THE RE WAS NO W CLEAR ACCEP TANC E WITH IN 
NIGERIA OF TH E NE ED FOR DRAS TIC ECON OMIC REFORM, THE 
NIG ERIANS HA VE ST ILL NOT MAD E THE DECISION TO SEE K THE 
FORMAL STAN D-BY PROGRAM NECE SSARY FOR A PAR IS CLUB 
RE SCHEDULING. NIGE RIA NS HOPE TO HAVE SP ECIF ICS Of 

THE IR PROGRAM RE ADY FOR TH E JUN E 12 MEET ING WITH 
COMMERCIAL BANKERS , END SUM MARY. 

3. BANK STAFF HAS ADVISE D THE NI GERI AN S WHIC H ELE MENTS 
NEED TD BE IN CLUD ED IN AN AD J USTMEN T PROGRAM IN OR DER 
TO QUA LIF Y FOR WORLD BANK SU PPORT IN THE FORM OF QU ICK 
DIS BURSING SECTOR LOANS (WHICH WOULD SUPPO RT TH E 
TWO-T IE R EXCHANGE MARKE T). TH E BANK RECOMMENDED MAJ OR 
CHANGES IN THE AR EAS OF PUB LIC EXPEND ITU RE , BUDGE T AIID 
PRIVATIZATION AND MET WITH LITTLE RE SISTANCE FROM THE 
NIG ERIAN IN TE RLOCUT OR S. TH E IMF STAFF WH ICH VIS ITED 
LAG OS AFTE R THE BANK, DID NOT FO RMA LLY PARTICIP ATE 111 
DR AW ING UP TH E AD JUS TMENT PROGRAM, BUT DID MAK E 
SPECIF IC CO MMENTS ON THE WORK THE NIG ERIA NS HAD DONE. 
THEY SUGGES TE D SPEEDIE R UN IFICATI ON OF THE DUAL FOREIGN 
EXC HANGE RATE MEGHAN I SM 15 9 MONTH S VI CE THE 18 MONTH S 
THE NIGERIANS SUGGESTED) AND A COMPLETE DIS MANTLING OF 
I MP ORT, EXC HANGE AND CAPITAL CON TROL S. (FUND STAFF 
SAI D THAT IF THE DUA L EXCHANGE SYS TE M WERE UNIF IED 
QUICKLY rnoUGH AND IF TH E SE COND TIER IN CLUDED Al l 

CSN :HCE688 PRIVAT E ANO PARASTATAL TRANSACTI ONS, THE RE WOUL D 
PR OBABLY BE NO NEED FOR AN OFFI CIAL EXCH ANGE RA TE 
DEV ALUA TIOUI HOWEVER, FUND AC TIVI TY IN lllGER IA DID NOT 
CONS TIT UTE THE FORMAL NEGOTI ATI ONS WH IC H WOULD BE 
REQUIRED BEFORE A STA ND-B Y COULD BE APPROVED. STAFF 
CAUT IONED THAT ADDITIONAL POLICY MEAS URE S MIG HT BE 
RE QUIRE D. BOTH BANK AND FUND STAFF INDICATED THA T A 
LO T OF WORK ST ILL HAD TO BE DONE ON THE NUMBE RS , 
PARTICUL ARL Y THE DEB T DATA. TH IS IS PART ICU LAR LY TRUE 
OF THE TRADE ARR EARS. 

4. ACC ORDIN G TO BAN K STAF F, THE AD JUS TMENT PROGR AM 
MUST BE SUBMITTED FOR REVIEW TO THREE SEPARATE GRO UPS 
OF POLI CY MAKERS IN LAG OS, A MINISTERIAL GROU P, A GROU P 
OF PR IVAT E SECTOR "ADV ISOR S" AND THE AFRC. THE 
MINISTE RIAL GROUP, CO MPRIS ING THE MIN ISTER S OF FINANCE 
AND PLAN NING AND THE CE NTRAL BANK GOV ERNOR REPORT ED LY 
FAVORS AN I MF PR OGRAM, THEIR ATT ITU DE RE I NfORCED BY THE 
UN ITED CRE~ TOR POSITION RELAYED TO THEM ON THEIR APR IL 
VISI TS TO LONDON, PAR IS AND WASH ING TON . BANK STAFF WAS 
UNAB LE TO OFF ER AN OPINION ON THE ATTI TUD E OF THE OTHE R 
TWO GROUP~ TO A FUND PROGRA M. FU ND STAFF BEL IEVE THAT 
THE NIG ERIANS WIL L BE ABLE TO COMPL ETE THEIR REVI EW 
PRIOR TO THE LONDON CLUB MEE TING SET FOR J UNE 12 IN NE W 
YORK. THE FUND AND BANK \./I l l BOTH BE REPR ESENTED AT 

THE MEET INGS BY DEPUTY MD RICHAR D ERB AND SVP ERN EST 
STE RN RESPECT IV EL Y. 

5. THE IBRD IND ICATE D IT WOULD NOT MOV E AHE AD WITH AN Y 
OF ITS "QUICK DISBURS ING" FINANCIAL COMM ITM EN TS UIHIL 
OTHER PAR TIES WERE ON BO ARD . THE STAFF SPE CIFICALL Y 
MENT ION ED THE NEE D FOR NEW MON EY FROM THE CO MMERC IAL 
BANK, WHICH THEY CHARAC TER I ZED AS " PART Of THE BAK ER 
PLAW'. BAIJK STAFF DID NOT SPE CIFICALLY MENT ION FUN D 
RESOURC ES AS ESS ENTIA L NOR DID THE Y STATE THAT A FORMAL 
STAN D-B Y WOULD BE A NECESSARY PREREQUISIT E FOR A BANK 
PROGRAM TO GO FORWARD . ON THE OTHER HAND, THE Y ALSO 
INS ISTED THA T THE Y HAD ON NO OCCASION ADVISE D THE 
NIGER IANS TH AT AN OFFI CIAL RE SCHED ULING COULD BE 
OBT AINE D WITHOUT AN IMF STAND-B Y ALRE ADY IN PLACE. 
THI S DIFFERS SO ME WHAT FROM THE IMPLIC ATI ONS OF THE 
CO MM ENTS OF THE WORLD BANK REP IN LAGOS IREF Al WH ICH 
SP EAK OF PRES ENTI NG THE BANK-SPON SORED AD J US TMENT 
PROGRAM TO TH E LON DON AN D PARIS CL UBS WITHOUT 
SPECIF ICALL Y MENT IONING AN IMF STAN D-B Y. 

6. TREASURY AND STATE REPRE SENTATIVES REITER AT ED TO 
BOTH BANK AN D FUND THAT THE RE HAD BEE N NO CHANG E IN THE 
PARIS CLUB REQUIREMENT THAT NO OFFICIAL RESCHE DULIN G 
WAS POSS IBLE WI THOUT AN IMF STAND -BY ARR ANGEM EN T IN 
PLAC E. ACCORDI NG TO FUN D STAFF , FINA NC E PE RMS EC U. K. 
BELLO HAS MISUSE D THE PAR IS CLU B CHAI RMAN'S SU MMAR Y TO 
LEAV E OPEN TH E POSSIB ILITY OF AN OFFIC IAL RESC HEDULING 
WITH OUT AN IMF AGR EEME IIT. (THI S WAS NO T THE INTENTI ON 
OF THE PARIS CLUB CRED ITORS WH O HAV E BEE N QU ITE 
CONSI STENT ON THI S PO INT. IB RD STAFF AGR EE D THAT THE 
PAR IS CLUB POSIT ION WAS QUI TE CL EAR ON THE 
IMPOSSI BILITY OF AN OFFIC IAL RESCHED ULI NG WI THO UT AN 
IMF srnND- BY. I TREAS URY HAS LEARN ED THAT TH E TROIK A 
MAY HAV E SUPPORT ED BEL LO'S MIS INTE RP RET AT ION, THE REB Y 
RAISING FALSE EXPECTA TIONS ON THE PA RT OF THE NIGE RIANS 
AND INCREA SING THE LIKELIHOOD OF TH EIR PRESE NTING A 
WEAKER REFORM PROGRAM TO THE PAR IS CLUB . SUCH A 
STRATEGY Will NOT WO RK TO TH E NIGERI ANS BE NE FIT AS IT 
Will SIMPL Y DELAY THE NEGOTIAT IONS LEAD ING TO THE 
NECES SA RY RESCH ED UL_IIJGS. TO CLEAR THE ISSUE AIW ASSIST 
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THE IBR D IN ITS EFFORTS TO ST EER NIGER IA IN THE 
DIRECTION OF THE FUND, 1/0RLD BANK STAFF RECOMMENDED 
THAT TH E U. S. EMBASS Y IN LAGOS MIGHT 1/ ISH TO REITERATE 
THE PARIS CLUB REQUIREMENT OF AN IMF STANDBY TO FMG 

OFFICI AL S. WAS HINGTON AG ENCIE S DO NOT SUPPORT SPECIF IC 
DE HARCHE FOR THI S PURPOSE, BUT \IE BELIE VE IT 1/0ULO BE 
USEF UL TO INFORM ALL Y REI NFORCE THE CREDITOR PO SI TION ON 
APPROPRIATE OCCASIO NS. 

7. THE FU NO HAS FORE CAST ROUG H FINANCING GAPS OF 
APPROXIMATEL Y USDOL S 3 BILLION PER YEAR OVER THE 
1986" 90 PE RIOD, ASS UMING USDOL S 15 PER BARREL OIL , US 
DOLS 6 BILLION IN IMPORT S AND DEBT SER VICI NG ONLY ON 
PROM ISSORY NOTE S ALRE ADY ISS UED . ASS UMING THE 
REMAINI NG SHORT TERM NOTE S AR E RECONCILED, ANOTHER US 
DOLS 2 BIL LION PER YEAR WOULD BE ADDED. RE SC HEDULING 
AL ONE WOU LD NOT CLOSE THE GA P, AN D THE BAN K ESTIMATES 
THAT APPROXIMATELY USDOL S 1 BILLION Will BE REQUIRED IN 
AD DIT ION TO MAXIMUM DEBT REL IEF. THIS 1/0ULD AL LOW 
SMA LL INCR EASE S IN IMPORT S TO PROMOTE GRO WT H IN THE 
ECONOM Y. THE BAN K IS 1/I LLING TO PROVIDE HALF TH AT 
AMOU NT BUT THE REMAINDER \/IL L HA VE TO COME FROM OTHER 
SO UR CES, PRESUMABL Y THE COMMERCIAL BANKS . nRE AS UR Y 
COMME NT: A COMMITMENT OF USDOL S 4-5 10 MILLION A YEAR BY 
TH E COMMERC IAL BANKS WOU LD ENT AIL AN INCRE ASE OF 35 
PERC ENT IN TOTAL UN GUARANTEED BAN K EXPOSURE OVER THE 
PERI OD, ASS UMIN G All PRI NCIPAL MATU RITIES \/E RE 
CONCUR RE NTL Y RE SC HEDULED. SUCH AN INCREASE IS f AR OU T 
Of LI NE 111TH THE 37 PERCE NT IN CREASE S TYPI CALL Y 
OBTA INED IN SUCH CONCERTED LEN DING EXER SIZE S. 
MEA NWHILE , COMMERCIAL BANK CONFIDENCE IN NIGER IA IS AT 
Al l TIME LOIi, GIV EN THE US OO LS 1 BI LLION AR REARS ON THE 
198 5 LETTE RS OF CRE DIT ANO THE DE LAYS IN RECONCIL IATION 
Of THE SHORT-TE RM UN GUA RAN TEED TRA DE PAPER, MUCH Of 
WHI CH IS NOW IN THE HANDS Of THE BANKS . TRE ASURY DOE S 
NOT BEL IEVE TH AT THE BANKS WILL ST EP FORWARD WITH NEW 
MONEY UNTIL THE SE ISSUES ARE RESOLVED IN THE CONTE XT OF 
AN IMF STAND-BY PROGR AM. END COMMENT . 

8. FUND ST AFF CALCUL ATE TH AT SHOULD THE NIGERI ANS 
DECIDE THE Y \/ANT A STAND-B Y, DET AI LED NEGO TIATIONS 
WOUL D PROB ABL Y DEFE R BOARD PRE SENT ATION UN TIL 
OCTOBER-NOVEMBER . RE SCHEDUL ING COULD THEN FOLLOW IN 
NOV EMBE R-DECEMBE R. SHULTZ 
BT 

CBNFIBENfli4.L 
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SUBJEC T: PR IVAT I ZATION IN SUDAN : IBRD BE LI EVES SUDANE SE 

AR E SERIOUS 

I 

!. THE IBRD IS E~GAG ED IN A MAJOR CAMPAIGN TO INCREASE 
PRIVATIZATION INI SU DAN. THE BANK IS OPTIM I STIC THAT 

I 
SADIQ EL MADH I 'S ' GOVER NMEN T WI LL TR ANSFER SIGN IFICANT 

PROJECTS FROM GOVERNME NT TO PRIVATE CONTROL. IN JULY 2 

CONVERSATION WITH DCM, IBRD REPRE SENT ATIVE JASDIP SINGH 
SAID THAT THE BANK HAS BEEN URGING THE NE\,/ GOVERNMENT TO 

TRANSFER CONTRO~ OF CERTAIN UNPROFITABLE STATE 
ENTERPRISES TO THE PRIVATE SECTOR. THE BANK I S USING, 

AS LEVERAGE, FUNDS IT HAD EARMARKED FDR TWO MAJOR 
AGRICULTURJ\1:- ACTIVIT IES- - THE BLUE NILE AND WHITE NILE 
I RR I GAT I ON PROJECTS. BOTH OF THESE PROJECTS, \./HI CH HAVE 
BEE N urmrn ~; Al { -CC"r;,-ROL FOR THE LAST T\./ENTY-F IVE YEARS, 

ARE INEH:~ :c;;~ IU:G ::-AVE BEEN A SERI OUS DRAIN ON 
GOVERNMENT RESOUR CES. THE BANK INFOR ME D THE GOS THAT IT 
1/0ULD TE RMINATE FUND ING FOR THE SE ACTIVITIE S UNLESS THEY 

WERE TURNE D OVER TO THE PRIVATE SECTOR. THE BANK I S 

SITTING ON 25 MILLION DOLLARS FOR THE WHITE NILE 
IRRIGATION SC HEME AND 20 MILLION DOLL ARS FOR THE BLUE 

NILE SCHEME. 

2. SINGH REPORTED THAT SADIQ EL MADHl 'S RESPONSE TO THE 
BANK'S EFFOR TS WAS POSITIVE. HE FULL Y UNDE RS TANDS THAT 
THE ACTI Vlii,i ARE INEFFICIENT \ HE WOULD LIKE TO SEE 
THEM BECOME PROF I TA BLE . HE HAS INSTRUC TE D THE -MINI STE R 
OF AGRI CULTURE AND THE MIN ISTE R OF FINANCE TO WORK 111TH 
IBRD TO DEVEL OP A NEW MANAGEMEN T ARRANG EMENT. SINGH 
SAID HE BELIEVES BOTH MINISTERS AR E COMM ITTED TO THIS 

CHANGE OF POLICY. HE PARTICULARLY PR AI SED THE MINI STER 
OF AGRICULTURE, \/H O HE SAID UNDERSTANDS THE PROBLEMS 
FACING THE SC HEME S AND I S SINCERE IN HIS DE SIRE TD DO 
SOMETHI NG ABOUT IT. I BRD IS 1/AITING FOR A PROPOSAL FROM 

THE GOS TO RESTRUCTURE THE SE OPERAT I ONS. IF, tOR SOME 
REASON, THE GOS SHOU LD DECIDE NOT TO PRIVA TIZE THEM, 
SINGH IMPLIED THA T THE IBRD FUNDS \/ILL NO LONG ER BE 
AVA ILABLE. 

3. AL TOUGH SINGH AGR EED THAT THE GOVERNMENT I S MOVING 
VERY SLOWLY IN DE VEL OPI NG I TS ECONOMI C POL I CY , HE 

CSN: HCE677 IDENTIFIED THREE POSITIVE DEVELOPMENTS WHICH HA VE TAK EN 
PLACE UNDER SAO I Q'S GOVERNMEN T. ONE I S THE MOVE TOW AR DS 

PRIVATIZAT ION IN THE BLUE NILE AND \/H ITE NILE IRRI GA TION 
SCHEMES. ANOT HER WAS THE DECISION TO PROCEED FOR ONLY 
THR EE MONTH S WITH THE BU DGET DEVELOPED BY THE INTERIM 
GOVERNMENT AND THEN TO PUT FORWARD A TOTALLY NEW BUDGET 
RE PRESENTI NG THE VIEWS OF SADI Q'S GOVERNMEIH. 

PR AI SED THE NEW GOVERNMENT FOR UNDERT AKING 
OF SUDAN'S ECONOMIC PRO BLEMS. HORAN 
BT 

THI RD, HE 
A STUDY 
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