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Summary and Conclusions

HIPC Completion Point. The staffs of the TMF and TDA are of the view that Scnegal has broadly met
the conditions needed to reach the completion point and benefit from full and irrevocable debt relief
under the enhanced HIPC Initiative. It has maintained a stable macroeconomic environment since the
decision point. A track record of pelicy implementation under the new PRGF arrangemeut has been
¢stablished, both through the completion of the first review and subsequent performance that should
allow consideration of the second review by the Executive Board in May 2004. Senegal has
implemented most ol the {loating corpletion point conditions: it has put in place policies which reduce
legal and administrative hurdles for the private sector, reinforced capacity in taxation administration, met
the privatization targets, has developed a poverly database and monitoring capacily, and achieved the
targets with respect to education services. It has also secured sufficient financing assurances and its
overall approach to poverty reduction as set out in the PRSP has been endorsed by IDA and the IMF.

Waiver request. The staffs support the authorities” request for three waivers, two of which are in the
area of health scrvices where the authoritics recognize that progress has been slow. The child
immunization targets could not be reached and the utilization rates of primary health care centers were
below target as well. With the support of the World Bank and donors, the Senegalese authorities have
redefined the health care program with the aim of improving cutcomes in order to enhance chances of
meeting the respective MDG goals. In the area of public savings, the target for the basic fiscal balance
(which was set in 2000) could not be met in the strict lcgal scnse, as the target itself was modified in the
context of a Fund-supported program subsequcnt to that date.,

Creditor assurances for HIPC, Financing assurances regarding the enhanced HIPC Initiative assistance
represent a little over &1 percent of the total assistance approved at the time of the decision point. Tn
addition, a few non-Paris creditors may be willing 1o consider providing HIPC assistance at the
completion point. The authorities are making best efforts to obtain such relief.

Debt sustainability. Senegal qualified for enhanced HIPC assistance under the fiscal window. At the
completion poeint, after enhanced HIPC relief, the ratio of the NPV of debt-to-revenues is estimated at
about 151 percent, well below the HIPC threshold of 250 percent and below the ratio projected at the
time of the decision point. External borrowing since the decision point has been moderate and below the
levels projected at the time of the decision point. Given this performance and the relatively low debt
ratios at the completion point, Senegal 1s set to exit from the enhanced HIPC Initiative with significantly
improved chances to maintain sustainable external debt levels over the medium and long run.

Recommendation. The staffs of the IMF and IDA recommend to Executive Directors to determine that
most of the conditions [or reaching the completion point under the cnhanced HIPC Initiative have been
met and to grant the requested waivers for the above noted three conditions.
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I[. INTRODUCTION

1, In June 2000, the Executive Boards of the IDA and the IMF agreed that Senegal had
met the conditions for a decision point under the enhanced Heavily Indebted Poor Countries
(HIPC) Initiative and defined a set of conditions for Senegal to reach the completion point.'
This paper discusses Senegal’s progress and proposes Board approval of the completion
point under the enhanced HIPC Initiative framework.

2. Debt relief under the enhanced HIPC Initiative framework estimated in August 2000
amounted to US$488.3 million in end-1998 net present value (NPV) terms, calculated to
bring the NPV of debt to the equivalent of 250 percent of fiscal revenue at end-1998.% This
relief represents a reduction of 19.3 percent of the debt in NPV terms at end-1998 after the
full use of traditional debt-relief mechanisms. At the same time, the Boards of the Fund and
the IDA also agreed to deliver interim debt relief until Senegal reached the completion point.
During the period from the decision point (June 2000) to end-December 2003, the IMF
extended interim debt relief of SDR 13.244 million (about US$17.5 million) in nominal
terms and approved an additional SDR 1.066 million (about US$1.4 million) for February-
Apri] 2004. During the same period, IDA provided interim relief of US$45.5 million by
reducing a portion of debt service as it fell due. Senegal has also benefited from interim
assistance granted by the African Development Bank (AfDB), the European Union (EU), and
the West African Development Bank (BOAD), as well as Paris Club creditors. The total
interim assistance extended to Senegal amounted to US$11.2 million in 2000, US$30 million
in 2001, US$36 million in 2002, and US$76 million in 2003, and is projected to reach about
USS15 million in the first four months of 2004.

3. The Boards agreed that Senegal could reach the completion point on the basis of
a full poverty reduction strategy paper (PRSP) and sound macroeconomic policies, as
well as specific structural and social reforms set out in the decision point document, In
the opinion of the staifs, Senegal has satisfied almost all these conditions, as its
government endorsed its full PRSP in June 2002, maintained a satisfactory macroeconomic
framework under the previous and the current Poverty Reduction and Growth Facility
(PRGF)-supported programs, implemented the planned reforms—albeit with delays in
several areas, and reinforced its efforts over the past 1% years to attain the completion point
conditions in the education sector. In the case of public savings, while a strong basic fiscal
balance has been maintained since 2000, in 2001 a one-off exceptional budget transfer
(equivalent to 3.1 percent of GDP) was made to two parastatals in the context of the PRGF-

' A paper describing a revised debt sustainability analysis and indicating revised amounts of debt relief and
interim assistance comunitted at the decision point was submitted to the Boards of the Fund and IDA at end-

* Senegal qualified under both the debt-to-export and the debt-to-fiscal revenue criteria, but elected to use the
fiscal window, where more assistance was required. As of end-1998, the NPV of debt-to-revenuc ratio was
estimated at 310 percent, compared with a ratio of the NPV of debt-to-exports of 165 percent.



supported program so as to regularize that financial situation after several years of
accumulated losses. This transfer was not anticipated at the time of the decision point, and
thus the basic fiscal balance recorded a deficit of 0.6 percent of GDP, deviating clearly from
the targeted surplus of 2.2 percent of GDP in 2001. Concerning health care services, where
progress has been lagging and waivers will also be needed, the authorities have defined a
new sectoral approach, with a view to boosting the rates of immunization and utilization of
health centers, with the support of several donors and creditors, including the World Bank
and the EU.

4. The paper is organized as follows: Section II assesses Senegal’s performance in
meeting the requirements for reaching the completion point under the enhanced HIPC
Initiative, as set out in the decision point document; Section ITT reviews the status of creditor
participation and the delivery of debt relief to Senegal under the enhanced HIPC Initiative
and updates the results of the debt sustainability analysis (DSA)—assessing also the
sensitivity of debt indicators to changes in macroeconomic variables; and Sections [V and V
present conclusions and propose issues for Board discussion, respectively.

II. ASSESSMENT OF REQUIREMENTS FOR REACHING THE COMPLETION POINT

5. The conditions for reaching the completion point, as sct out in the decision point
document, comprise: (1) preparation of the PRSP through a participatory process, and
concurrent improvements in the poverty database and poverty-monitoring capacity;

(i1) maintenance of a stable macroeconomic environment, as evidenced by a satisfactory
performance under PRGF-supported programs, as well as compliance with specific targets
for macroeconomic variables; {ii1) implementation of key structural reforms; and

(iv) implementation of critical social service measures and achievement of kcy social
objectives, particularly in the health and education sectors.

6. By end-December 2003, policy reforms and objectives envisaged for the floating
completion point under the enhanced HIPC Initiative had been broadly achieved

(Box 1). The remainder of this section reviews Senegal’s progress in meeting these
conditions, as well as the government’s agenda in improving the management of public
expenditure, including for the purpose of tracking poverty-reducing spending.



Box 1. Senegal: Summary of Conditions for Achieving the Floating Completion Point

Conditions

Status

Macroeconomic Environment

Maintain a stable macroeconomic environment as
evidenced by a program supported by an arrangement
under the PRGF.

Implemented. Macroeconomic cutcomes under
successive PRGF-supported programs have been
positive, despite uneven progress. Performance under the
new PRGY arrangement, approved in April 2003, has
been satisfactory. In the interim period between
arrangements (April 2002-April 2003), financial policies
were prudent and the pace of structural reforms
recovered.

Public savings: The basic fiscal surplus for
government financial operations {excluding grants and
foreign investment expenditures) is targeted at no less
than 1.0 percent of GDP in 2000 and 2.2 percent of
GDP in 2001 {excluding the investments that
government will undertake as part of its Poverty
Reduction Strategy).

Partially implemented. A strong basic fiscal balance
was maintained in 2000-03, The surplus was 1.3 percent
of GDP in 2000, followed by a deficit of 0.6 percent of
GDP in 2001 (implying a surplus of 2.5 percent,
excluding one-off exceptional assistance to public
enterprises that was required under a Fund-supported
program subsequent to the decision point), and again a
surplus of 2.1 percent in 2002, For 2003, a surptus of

1 percent of GDP has been targeted.

Bank credit: To ensure scund fiscal management net
bank credit to the central government will be capped.

Implemented. Over the period 2000-03, government
restrained its access to credit by a larger amount than
mitially targeted.

Private Sector Development

The government is to privatize 11 public sector
enterprises as planned, so as to reduce the public
scctor ownership to about onc-fourth of the original
portfolio.

Implemented. The government has privatized

11 enterpriscs, 6 of which have been sold and the other
5 public enterprises liquidated. One parastatal
(SONACOS) was offered for sale in January 2004,
These enterprises are operating in a broad range of
sectors (including a.o. insurance, transport, real estaic,
groundnuts, and textiles}). The value of the remaining
public sector ownership is close to one-fourth of its
original portfolio.

The government will reduce the legal and
administrative hurdles and other policy distorlions that
slow down private initiative and domestic production
and demand, in particular, for the small cnterprises in
the informal sectors.

Implemented. The government has been active in
reducing entry barriers through creating a one-stop shop
facility and implementing regulatory reforms in customs
and tax administration. In 2003, the regulatory system
was simplified in line with reconunendations of the
newly established Presidential Investors’ Council. In
January 2004, new laws that simplify business income
taxation (also for small businesses, now paying only a
flat tax) and streamline the investment code were
adopted.




Box 1. Senegal: Summary of Conditions for Achieving the Floating Completion Point

Conditions

Status

Energy

To eliminate remaining distortions in the vital energy
sector and to enhance the overall competitiveness of
the economy, partial liberalization of the petroleum
scctor is to be completed in accordance with the
agreed schedule and monitored under existing
agreements with TDA.

Implemented. The partial liberalization was achicved as
envisaged by the following actions: the oil exploration
function was removed from PETROSEN and it is now
carried out by the private sector through risk exploration
and participation contracts with the government.
Monopolies for downstream o1l activities and
commercialization of petroleum products have been
abolished. Domestic prices for petroleum products
reflect international crude oil prices following the
rationalization of the price system, which had heen based
on a complex set of subsidies and surcharge fees.

[

i

Taxation

To reinforce the government’s capacity at mobilizing
domestic resources to finance its fight against poverty,
the use of a single taxpayer identification number in
all revenue collection agencics will be generalized,
and a large taxpayers unit will be sct up.,

Implemented. A single taxpayer number is in use since
January 2002. The large tax payer unit was established
in February 2001,

Poverty Database and Monitoring Capacity

Preparation of a PRSP through 2 participatory process.

[mplemented. In June 2002, the government completed
the PRSP which was the result of an extensive
participatory process involving civil socicty, donors, and
local administrations.

Improvement of the poverty database and monitoring
capacity by implementing a houschold budget survey
and the establishment of poverty lines and indicators
based thercon.

Implemented. The household budget survey was
completed in 2003. Updated poverty estimates for
2001-02 show a substantial decrease in poverty at the
national level, particularly in Dakar and other urban
areas.

Education: Keep on track with the following targets under the IDA-supported Quality Education for All Programs

+  Teachers will continuc to be recruited at the rate of
2,000 a year.

Implemented. Reflecting significant government
efforts, the number of newly recruited teachers in
primary and secondary schools averaged 3,800 per year
during 2000-03, exceeding the original target.

Enmiployment would be on a contract basis and the
parallel recruitment of teachers into the civil-
service structure would be eliminated.

Implemented. Recruitment has been on a contractual
basis, except for a small number of teachers who had to
be hired dircctly into civil status because of
arrangements between government and labor unions that
preceded the time of the decision point. The share of
civil servants hired averaged 9 percent in 2000-03,
declining to 5 percent by 2003.




Box 1. Senegal: Summary of Conditions for Achieving the Floating Completion Point

Conditions

Status

+  Maintain budgetary increases [or primary
education as a percentage of the ecucation budget,
which are planned to increase from 40 percent in
1998 to 44 percent in 2003.

Implemented. The share of the budget allocated to
primary education cxcceded 44 percent in 2003, up from
below 40 percent in 1999, reflecting the gradual
allocation of HIPC Initiative resources toward primary
education.

Health: Keep on track with the following targets under the IDA Integrated Heath Scetor Credit.

«  Maintain increascs in the rate of child
immunization against the three most prevalent
communicable childhood diseases, which are
planned to inerease from 68 percent in 1999 to
72 percent in 2000 and 76 percent in 2001.”

Not implemented. This target has not been met
consistently, even though recent efforts have produced
significant increases in the immunization coverage from
447 percent in 2007 to 60 percent in 2002,

«  Continue to increase the proportion of pregnant
wolmen receiving prenatal care which is planned to
be raised from 56 percent in 1999 to 64 percent in
2000 and 72 percent in 2001,

Implemented. The prenatal coverage rate has increascd
trom 56 percent in 1999 to 82 percent in 2001 and 2002,
Based on the information provided by the autharities and
according to the assessment made by the World Bank on
this condition, the completion point trigger was met
since the rate increased to 82 percent from 56 percent
since 1999, which is more than targeted.

+ Maintain planned increases in utilization of
primary health centers, from 48 percent in 1999 to
52 percent in 2000 and 56 percent in 2001,

Not implemented. This target has not becn met as the
primary health center (PHC) utilization rates only
increased to 49 percent in 2002 because of the persistent
low quality of primary health care, and high financial
barriers to access, in particutar for the poorest segments
of the population. Under the new health sector
development program, improvements in basic health
care services arc underway.

Other

Satisfactory financing assurances from Senegal’s
external creditors.

Implemented. As of March 2004, creditor participation
in cnhanced HIPC assistance for Senegal amounts to

81 4 percent of its debt. The authorities are making
efforts to obtain debt relief under the HIPC Initiative
from non-Paris Club creditors.

Endorsement by the Executive Directors of the overall
approach set out in the PRSP as a suitable context for
continued assistance from IDA and the Fund.

Implemented. In December 2002, the Executive Boards
of the Fund and IDA welcomed the PRSP as a sound
basis for peverty reduction and concessional financing.

I/ The immunization rate for 1999 was revised downward by the government to 42 percent, as a result of the review of the
expanded Program for Immunization in 2000, which was endorsed by all donors. This revision made the targets set at the

decision point unachievable.




A. Macroeconomic Performance in 200103

7. Macroeconomic performance over the period 2001-03 was satisfactory, albeit
uneven. Real GDP growth averaged a little under 5 percent per annum over 200003,
dropping to 1.1 percent in 2002 on account of a weather-related fall in agricultural output.
Excluding 2002 (which was weather-affected) real GDP growth averaged 5.8 percent.
Inflation remained low, averaging less than 2 percent over 2000—-03. The external current
account deficit (including official grants), declined from 6.3 percent of GDP in 2000 to a
range of 5-5% percent in 2001-02, retlecting good export performance and a surge in private
transfers. The deficit is likely to have risen to 6.6 percent in 2003, reflecting mainly the effect
on the trade balance of poor agricultural crops in 2002.

8. Fiscal performance was generally adequate, sustained by efforts in tax revenue
administration and expenditure restraint. As envisaged under the PRGF-supported
program in 2001, the basic fiscal balance (excluding HIPC Initiative-related spending}
shifted temporarily to a deficit of 0.6 percent of GDP from a surplus of 1.3 percent in 2000
because of a large budgetary transfer to cover accumulated losses of two parastatals
(SONACOS, the groundnut processing company, and SENELEC, the electric utility)
(Table 2).” In 2002, higher revenues, together with the absence of extraordinary budgetary
transfers and tight control on current spending, generated scope for a significant increase in
domestically financed capital spending while securing a basic fiscal surplus of 2.1 percent of
GDP. In 2003, this surplus was targeted to narrow by | percent of GDP because of
accelerated (domestically financed) capital spending and a drought-related emergency
program. Over 200003, the government maintained a prudent external borrowing policy
(sce below) and tight control over domestic financing. Net bank credit to the central
government evolved along a declining trajectory, and at end-2003, net bank credit was

60 percentage points below the level outstanding at end-2000.*

9. Overall, Senegal has achieved positive results under Fund-supported economic
programs since the mid-1990s, but progress has been uneven at times. Following the
initial years of macroeconomic stabilization and liberalization, the government began to
tackle, in 2000 and 2001, some long-standing structural issues, with the liquidation of the
groundnut marketing company, reforms of the parameters of the pension system, and the
strengthening of the finances and management of the postal agency. However, deteriorating
finances of some public enterprises at end-2001 and lack of adequate progress in
implementing agreed reforms in the groundnut sector and the pension system led to the
expiration of the PRGF arrangement in April 2002 without the conelusion of the final review.

* If this one-off transfer (3.1 percent of GDP) is excluded, the basic balance was at a surplus of 2.5 percent of
GDP.

* As against a HIPC Initiative condition that capped total net credit to government at its 2000 level,
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10.  For the remainder of 2002, the government stayed the course of prudent financial
management, and concurrently preparations for further structural reforms gained momentum.
Senegal’s PRSP was considered by the Boards of the IMF and TDA in December 2002. On
Apnl 28, 2003, the Executive Board of the IMF approved Senegal’s request for a new three-
year arrangement under the PRGF, establishing the reference framework for Senegal’s efforts
at reestablishing its track record for the completion point.’

11, Performance under the new PRGF arrangement in 2003 has been broadly
satisfactory.*” Notwithstanding technical hurdles and capacity constraints which slowed
some reform steps behind the program’s schedule,® overall pro gram implementation has been
good. Financial policies have remained in line with program objectives. Progress in
delivering on the government’s structural reform agenda has been significant. Major reforms
have been advancing in the energy and groundnut sectors, and in the postal and pension
systems; institutional improvements in public financial management towards better controls
and transparency have been made and are continuing; and the private sector environment has
been made more business friendly through reforms of the corporate income tax system, the
investment code, and the regulatory framework.

B. Key Structural Reforms

12. In the late 1990s, the government began preparing a private sector development
strategy geared toward achieving and sustaining steady private-sector-based GDP
growth. The components of the strategy followed three themes: (i) improving the investment
climate, notably through legal and judicial capacity building, removal of administrative
barriers, tax reforms, trade facilitation, improved infrastructure regulation, and a stronger
private-public consultative process; (ii) raising productivity, through increased private sector

? See the Chairman’s summing up of the Executive Board discussion of the HIPC Progress Report of
March 2002 (Selected Decisions, 27" Issue, p. 143, para. 4).

¢ See www.imf.org: Senegal—First Revicw Under the Poverty Reduction and Growth Facility Arrangement,
and Request for Waivers of Performance Criteria and for Additional Interim Assistance Under the Enhanced
Initiative for Heavily Indebted Poor Countries. The first review established that all quantitative performance
criteria {PCs) were met at end-June 2003. There was a subsequent lapse in respect of the PC on cxternal
nonconcessional debt, and there were delays in enacting some key structural reform measures, two of which
required a waiver (sce (i) and (ii) of footnote 8).

7 The report for the second review under the PRGF is expeeted o be submitted to the Executive Board of the
Fund before end-May 2004. Performance through end-2003 was in line with the macroeconomic framework of
the first program review,

# More specifically, technical preparations for the tender documents for (i) granting a privatc Independent
Power Producer (IPP) concession and (ii) the privatization of the groundnut company SONACOQOS were more
complicated and time consuming than anticipated; furthermore, capacity constraint at the treasury and the
Supreme Audit Court compounded by lack of agreed submission procedures, prevented the timely submission
and processing of the backlog of budgetary and treasury accounts for the years 1999 to 2002,
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participation in economic activity; and (iii) stimulating investment, both domestic and
foreign, through reforms in the pension system, postal services, and the information
technology, energy and edible oil sectors. The decision point document referred to some of
these key elements of the government’s reform agenda, emphasizing privatization, the
elimination of administrative hurdles faced by private investors, the partial liberalization of
the energy sector, as well as greater efficiency in tax administration,

13. Notwithstanding the central role of privatization in the government strategy,
technical difficulties, strategic obstacles, but also sometimes lack of resolve, have caused
delays in the process of reducing the state’s role in some of the targeted sectors. By
January 2004, the government had privatized eleven public enterprises by selling six
parastatals’ and liquidating five companies;'® and it had offered SONACOS for sale to three
pre-qualified bidders. In mid-March 2004, after the bidders’ visit to SONACOS data room,
the format of all elements of the bidding documents was agreed between the government and
the bidders. In May 2004, final offers are to be submitted and the winning bidder to be
selected. The attempted privatization of SENELEC was unsuccessful in 2002 because of
changes in the world energy market.'' Instead, a new strategy of eliciting private investment
in the Senegalese energy sector 1s being implemented successfully with the support of the
World Bank. As a result of the government’s disengagement from these enterprises, its
ownership has been reduced to close to one-fourth of its original portfolio.

14. Barriers fo entry faced by investors were significantly reduced by a series of
administrative and institutional reforms over the past few yvears. The creation of the
“Agence de promotion de l'investissement privé et des grands travaux” (APIX) has
streamlined the procedures faced by enterprises investing and operating in Senegal. As a
result, the number of days needed to register a company declined from 82 days in 1999 to
69 days in 2002. Similarly, simplified customs clearance procedures have facilitated trade.
The government plans to address soon obstacles to accessing land and obtaining building
permits, in the context of an assistance strategy agreed with [DA.

? SENRE (insurance; 2000), SONAFOR (drilling contractor; 2000), SERAS (livestock; 2001),
SONAGRAINES (groundnut marketing; 2001), SNCS (Dakar-Bamako railway; 2003), SODEFITEX (textiles;
2003).

° SIDEC (Cinematography; 2000}, SONADIS (commerce; 2001), SONEPI (industrial promotion; 2001),
SEPROT (transport; 2002), SODIDA {management services company; 2003),

' Since 1998, the government has attempted twice to privatize SENELEC but failed, principally due to
structural changes in the international clectricily market (and the non-fulfillment of an agreed commitment by
one of the private companies during the first attempt). As a result, the government has revised its strategy and
decided to introduce private scetor parlicipation in this sector through concessions for energy generation. This
revised strategy has been endorsed by the World Bank.
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IS. The partial liberalization of the petroleum sector has been achieved. The oil
exploration function was shifted from PETROSEN—the publicly owned company—to the
private sector. Monopolies for downstream oil activities and commercialization of petroleum
products have been abolished. Prices for petroleum products reflect intermational crude oil
prices and commercialization is subject to cap prices. Subsidies for LPG and for fuels for
power generation have been eliminated.

16. Over the past several years, the government has strengthened tax revenue
collection. The value-added tax (VAT) was streamlined in September 2001, with the
unification of various rates at a single rate of 18 percent for most goods. A large taxpayer
unit, established in February 2001, now oversees over 650 enterprises generating about

&0 percent of indirect tax revenues. In customs administration, the emphasis has been on
computerization and the fight against corruption. Furthermore, the authorities have begun to
systematically use the single taxpayer identification number in all revenue collection
agencies, and in 2003, its application has been extended to the social security administration
and the pension funds. Furthermore, tax reform was one of the four topics for rapid follow-up
selected during the first meeting in November 2002 of the Presidential Investor Council
(PIC), an instrument of high-level public/private partnership and dialogue supported by both
Bretton Woods institutions. In January 2004, parliament approved the reform of the corporate
income tax and the investment code. The streamlining of taxation and improvements in
revenue administration have helped raise the share of tax revenue to GDP from 17.3 percent
in 2000 to 17.9 percent in 2002,

C. Poverty Reduction and Social Sector Policies

17. The finalization of the PRSP in June 2002 was an important step forward in
launching a comprehensive development strategy focused on poverty reduction. The
PRSP embraces the following objectives: (i) reduction of poverty by half by 2015 as stated in
the Millennium Development Goals (MDGs), especially through improvements in health and
education; (ii) development of basic infrastructure; (iii) good governance, including peace-
building and conflict prevention; (iv) promotion of agriculture and rural development;

(v) capacity building through the use of new information technologies; (vi) promotion and
defense of African culture; and (vii) increased market access in the industrial nations. Within
thesc broad orientations, the PRSP relies on four pillars: (1) wealth creation through
economic reform and private sector development; (i1) capacity building and development of
social services; (ii) improvements in the living conditions of the poor; and

(1v) implementation of the strategy and monitoring of its outcomes. However, as noted in the
joint staff assessment (December 3, 2002), the implementation of the PRSP suffered from
some shortcomings, which the authorities have addressed during the first year of strategy
implementation. In particular, the government has been working on defining more concretely
how 1t will improve social services in rural areas. The authorities expect to complete a first-
year progress report of PRSP implementation in April 2004.
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18. Social sector spending has been sustained since the decision point of June 2000
(Appendix 1I). Ilealth and education spending has increased as shares of both GDP and total
spending. Moreover, primary education spending has increased as a share of the education
budget. Since the decision point, Senegal has tended to allocate HIPC resources through
supplementary budgets.

19. With respect to poverty diagnosis, the government completed a household
budget survey in 2001-02. The new data provide a basis for reestimating poverty lines and
measuring the quantitative impact of some PRSP actions in terms of poverty alleviation. The
government, with IDA support, is finalizing a poverty assessment, using this new data set
(Appendix III).

Basic education

20. As part of government policy, human and financial resources for primary
education have been increased. The goal is to overcome the poor quality of education in
Senegal, which is principally reflected in the low number of students who complete primary
education and in weak management of schooling at all levels. Accordingly, the government
has allocated an increasing share of its budget toward primary educatien, up from 40 percent
in 1998 to 42.2 percent in 2002 and 44.9 percent in 2003; notwithstanding this shift,
budgetary allocations still remain strongly biased toward tertiary education. A significant
effort was also made to recruit—on a contractual basis—new teachers for primary and
secondary schools: a total of about 3,800 teachers per year were recruited over the period
2000-03, well above the targeted rate of an annual average of 2,000 for the completion
point.'? Concurrently, a marginal number of teachers from the pool of contractuals and
graduating instructors were converted to civil servants status, owing to long-standing
arrangements between government and labor unions."® Moreover, the significant increase in
teaching personne! masks the existing problems of inequalities in the deployment of these
recruits, as the more experienced teachers tend to leave the schools with greatest needs to
seek positions in more attractive areas. To stem this development, the government has
renewed its commitment to support education quality and access through decentralized
structures, and in 2004 1t has allocated increasing budgetary and donor funds to the regional
and local administrations, and even directly to some schools. With the improvements in the
implementation of the ten-year education plan (PDEF), and with the continued improvements
in the indicators for the MDGs, Senegal now would be eligible for consideration under the
Education-for-All-Fast-Track Initiative.

12 Annual recruitment was 1,830 in 2000; 4,326 in 2001; 4,469 in 2002; and 4,908 in 2003.

¥ These arrangements also applied to the recruitment of ncw teachers and obliged the government to give civil
servant contracts to a small share of the new recruits (see Box 1).
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Health

21 Improving health services continues to be one of the main objectives of the
government, Expenditures allocated to this sector increased from 1.3 percent of GDP in
2000 to 1.5 percent of GDP in 2002; however, they declined to 1.2 percent of GDP in 2003,
when a large amount of HIPC-related resources were allocated to other PRSP priorities (in
particular rural road infrastructure, agriculture, and social development). Progress has varied
among the different health services over the past few years. The number of functioning
primary health care facilities increased from 733 in 1997 to 888 in 2001; however, the
utilization rate did not increase as much as anticipated at the decision point. Other
improvements were made in health indicators such as the antenatal coverage rate—up from
56 percent in 1999 to 82 percent in 2002—and in the proportion of deliveries attended by
skilled health personnel, which rose from 40 percent in 1997 to 59 percent in 2001, Since the
external review of the immunization programs in 2000, the government has added resources
and launched a broad immunization campaign. The DPT3 coverage increased in 2002 to

60 percent, up from 44.7 percent in 2001, reversing the decline observed during the late
1990s, but coverage in 2001 still was below the completion point target. Measles coverage
increased from 43 percent in 1997 to 50 percent in 2001 and polio coverage jumped to

99.8 percent, both exceeding targets.

22.  In order to improve the chances of meeting the health targets under the MDGs,
the government is reformulating its health-sector program (Box 2). Therefore, under a
donor-supported health sector development program, the government intends to strengthen
its commitment to health reforms and to the provision of basic health care services. The four
main components of the program are: (i) adequate access to services leading to a decline in
infant and maternal mortality rates, malnutrition, and the incidence and severity of
transmittable diseases; (ii) availability of human resources and of essential supplies in remote
areas; (it1) strengthening of the administrative and management capacities at all levels of the
health system; and (iv) improved participation of beneficiaries and protection of the income
of the poor.

D. Public Expenditure Management and Tracking

23, Since the time of the decision point, the government, with the support of the
donor community, has increasingly focused on improving its ability to use public
resources effectively, and to monitor their impact on outcomes (Appendix II). It has also
recognized that severe limitations in its recruiting and remuneration policies have posed a
major challenge to the adequate delivery of core basic services, especially outside Dakar. The
government has given priority to improvements in these areas, as it has become evident that
shortcomings in public sector performance are among the main constraints on economic
development and poverty reduction in Senegal.
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Box 2. Senegal: The Government’s New Strategy for the Health Sector

The government has been fully awarc of the mixed performance in the health sector over the past few
years, For this reason, improving health services, notably in remote areas, has been selected as a priority
in the government’s PRSP, The authorities are currently finalizing the new health sector policy, with the
support of donors, including the World Bank.

This new strategy will account for the lessons that have emerged (rom the relatively weak
implementation of the first phase of the national health development program since 1997. It will support
the government’s effort to address both sectoral and cress-cutting issucs in the health scctor and also
target a few specific activities that are expected to produce the maximum outcome for the Sencgalese
population fiving in unhealthy conditions. The main objectives can be summarized as follows:

e Improve coverage and quality of health services of children and women, especially in
underserved areas;

+ Scale up priority health interventions/programs such as HIV/AIDS, malaria, TB and reproductive
health and promote change of consumer behavior ;
Improve the availability and efficiency of health care personnel,
Promote partnerships with the private sector, the civil society and other government agencies
involved in the financing, the development of human resources, and the delivery of health
services,

» Strengthen the implementation capacity of the Ministry of Health and its decentralized units;

s Develop a good monitoring and evaluation systein; and

+ Implement a pro-poor financing structure by mans of transparcnt administrative and budgetary
processes to ensure more efficient public spending within the sector.

These objectives are consistent with the PRSP and the MDGs. The World Bank plans to support them
through its proposed PRSC in FY05. They are also in line with the proposed budgetary support by the
EU and additional investment projects in this sector funded by other donors.

24, On the basis of several diagnostic studies, including the Country Financial
Accountability Assessment (CFAA) and the Country Procurement Assessment Report
(CPAR) conducted by the World Bank and the IMF Report on Observance of Standards and
Codes (ROSC), a detailed action plan was approved by the Prime Minister in July 2003 and
was subsequently endorsed by all donors in Senegal. The main reforms aim to do the
following:

¢ improve budgetary planning and preparation with the establishment of a medium-term
expenditure framework;

+ strengthen budgetary execution, including the financial decentralization of key
administrative functions and procurement procedures to line ministries;
s increase budgetary controls, with a focus on the role of external and independent

audits; and

modemize information systems in the public administration.
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25.  Several reforms have been launched and important progress has been made in the
following key areas: computerization of budget execution has begun; several successful pilot
projects in fiscal decentralization have been launched; new intergovernmental information
systems have been designed; and good progress was realized in defining the parameters of
the recruiting strategy for 2003-05. Still, much more work remains. The authorities’ efforts
are and will continue to be supported by the donor community, including through a Multi-
Donor Trust Fund, the forthcoming PRSC, and the current PRGF-supported program.

II1. DELIVERY OF DEBRT RELIEF AND LONGER-TERM DEBT SUSTAINABILITY
A. Data Reconciliation

26.  Assistance to Senegal under the enhanced HIPC Initiative, calculated at

US$488 million at the decision point, is confirmed on the basis of the review carried out
at the cnmpletmn pomt reference year by the staffs of the Bank and the Fund with the
authorities.'* The review revealed the need for some changes in the composition of the 1998
stock-of-debt estimates,'® but the overall impact was small. Therefore, there were no reasons
for revising the 1998 debt relief estimated at the decision point, or the associated common
reduction factor.'® Senegal’s debt relief of US$488 million, calculated according to the fiscal
criterion, would bring the ratio of debt-to-fiscal revenue well below the 250 percent
threshold."”

" The debt stock estimates were revised upward by US$36 million in August 2000 compared with the original
decision point document, due to information that Senegal’s debt to Japan was higher. The revision was endorsed
Heavily Indebted Poor Countries—Revised Debt Sustamablhty Analysm and Interim Assistance,” and
“Senegal-—HIPC Debt Initiative: President’s Memerandum and Recommendation and Decision Point
Document Corrigendum”™ www.worldbank org. Regarding completion point debt data multilateral creditors and
Paris Club creditors could be considered as reconciled by the authorities. These claims represent 82 percent of
the NPV of debt as at end-2002.

'* With respect to bilateral debt, a loan from Taiwan Province of China for the amount of US$80 million had
been double counted in the original estimates. A credit from France was lcft out in the original estimate. With
respect to multilateral debt, several loans directly contracted from BOAD by SENELEC and SOLES were only
recently included in the authorities’ central database. This was the result of a recent survey launched for
tracking borrowing by state owned enterprises. Based on the authorities’ data, it has been cstimated that the
stock of debt for BOAD as of December 31, 1998 should have been USS40.5 million, compared with

US528.1 million estimated at the decision point.

' The revision would have implied a small downward adjustment. Under the 2002 information reporting
framework in the context of the HIPC Initiative, downward adjustments can only be made with the consent of
the authorities, and revisions of estimates are only to be made in the case that data revisions would lead to a
change in assistance of more than | percent of the targeted NPV of debt (in U.S. dollar terms) after HIPC
Initiative relief.

'" While qualifying under both criteria, Senegal would obtain more rclief under the fiscal window. See
Tablc 16. The reference year of the DSA calculated at the completion is 2002, as Senegal was expected to reach
completion point in November 2003. In the event, a few more months were needed.
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27. The staffs of the IMF and IDA, together with the Senegalese authorities, also
updated the end-2002 debt stock. To update the debt sustainability analysis (DSA), the
external debt database at end-2002 was assessed with a view to reconciling the authorities’
data with bilateral and multilateral creditor statements.'® By end-2002, the NPV of
multilateral debt after traditional debt relief had increased to US$1.6 billion, from

US§1 .4 billion at end-1998, while the NPV of bilateral debt after traditional relief had
decreased to US$1 billion from US$1.1 billion at end-1998 (Table 6).'” The NPV of total
debt stock at end-2002 before HIPC assistance, at USS$2.5 billion and US$2.6 billion, in
terms of 1998 and 2002 parameters, respectively, was little changed from the debt stock at
the decision point.

28. Debt indicators for Senegal at the completion point, after HIPC Initiative
assistance, were below the established HIPC thresholds, in part due to lower-than-
projected increases in borrowing after the decision point. The NPV of debt-to-exports
ratio and the NPV of debt-to-revenue ratio, at 144 percent and 194 percent, respectively
(after HIPC assistance), would be below the 150 percent NPV of debt-to-exports ratio and
the 250 percent NPV of debt-to-revenue ratio used for the provision of debt relief under the
HIPC Initiative (Table 6 and Box 3). The combined effects of changed parameters, i.e.,
exchange rates and discount rates on the NPV of debt-to-export and revenue ratios were
small (-2.0 percent and -3.5 percent, respectively), with the upward impact of a lower
discount ratc on both ratios being offset by the impact of the exchange rate (Box 3),

29.  Borrowing between the decision point and completion point was lower than
projected at the decision point.”” However, despite the lower-than-expected borrowing, the
ratio of the NPV of debt to exports at end-2002 at about 144 percent was still above the

118 percent that had been projected at the decision point (Box 3). The gains from the lower
NPV of debt relative to the decision point projections (due to lower borrowings relative to
the decision point and data revisions) were more than offset by the effect of lower-than-
projected exports, implying a deterioration in the ratio of about 26 percentage points (Box 3).
The shortfall stemmed mainly from lower-than-projected exports of nonfactor services and
reflected the combined effect of some downward historical revisions and also a
reclassification of some items into the income category.?!

'" The exchange rates and interest rates used for the calculation are documented in Table 4.

" A part of the dcclinc in bilateral debt was due to the removal of the USS80 million loan from Taiwan
Province of China which had been double counted in the original statistics.

* New official borrowing between 1999 and 2002 alone is estimated to have been about US$139 million lower
than that projected at the decision point, with some of this shortfall possibly due to program interruption.

During this period Paris Club donors also began to give grants instead of loans.

*! These reclassifications were for purposes of conforming with the Balance of Payments manual (5" ed.)
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30. Lower levels of borrowing relative to projections at the decision point improved
the debt burden indicators in terms of revenues, which were generally in line with
projections. The lower ratio of the NPV of debt-to-fiscal revenue at end-2002, by

13 percentage points compared with projections, i.e., to 194.3 percent compared with

207.6 percent, 1s largely due to lower-than-projected NPV of the stock of debt (Box 3).

Box 3: Senegal: Decomposition of Projected vs. Actual Debt-to-Export and Revenue Ratios at End-2002

Deciston point Completion point
document DISA actuals
After ¢-HIPC Relief 1/ After e-HIPC Relief
1. NPV of debt-to-export ratio (in percent) 1/
Decision point projection (end-1998§ parameters) 2/ 118.4
Outturn (end-2002) 143.9
Difference 25.5
II. NPV of debi-to-revenue ratio
Decision point projection (end-1998 parameters) 2/ 207.6
Cutturmn (end-2002) 1943
Difference -13.2
M1, Explanatory factors of changes in debt-ratios
A. Effect of unanticipated new borrowing
NPV of unanticipated new borrowing as share of exports -3.3
NPV of unanticipated new borrowing as share of revenue -5.7
B. Effect of revisions 3/
NPV of revisions a share of exports -4.6
NPV of revisions a share of revenues -8.0
C. Effect of changed parameters
Effect of changed parameters on debt-to-exports -2.0
Of which. exchange rate -11.0
discount rate 2.0
Effect of changed parameters on debi-to-revenue -3.5
Of which: exchange ratc -i56
discount rate 121
D. Effect of lower exports
Effect of change in exports on debt-to-exports ratio 35.1
E. Effect of lower revenue
Effect of change in revenue on debt-to-revenue ratio 4.0

Source: Enhanced Initiative for Heavily Indebted Poor countries (www imf org).

1/ Simple historical three-year average.

2/ The projected ratios of end-2002 in the Decision Point document did not take into account the fill

impact of HIPC assistance. The ratios shown here would have been the correct projected ratios for end-2002.
3/ This revision relates to an upward data revision of a number of BOAD loans to state-owned enterprises,
which were not included at the Decision Point, and a downward revision of bilateral loans duce to some data
correction,
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B. Status of Creditor Participation

31.  Creditor participation in enhanced HIPC Initiative assistance for Senegal at
81.4 percent is sufficient to reach the completion point. Bascd on proportional burden
sharing, multilateral creditors need to provide 56.6 percent of the overall assistance, and
bilateral creditors would contribute 43.4 percent (25.8 percent would be from Paris Club
creditors) (Table 13). Participation and provision of HIPC Initiative debt relief for Senegal
has already been assured by all Paris Club creditors; all but one of the multilateral
development banks have also, in principle, agreed to participate. The Economic Community
of West African States (ECOWAS) representing less than 0.6 percent of total assistance due,
declined, in 2000, to participate in the HIPC Initiative because of concerns about its financial
integrity. The modalities for the provision of relief differ among creditors, and still have to be
defined for a few creditors, including the Central Bank of the West African States (BCEAQ)
(Table 13). According to the Senegalese authorities, two non-Paris Club creditors, Kuwait
and the United Arab Emirates, are likely to deliver debt relief at the completion point;
however, no agreements have been signed to date with Senegal with any of the non-Paris
Club or commercial creditors. The inclusion of these two non-Paris club creditors would
raise financial assurances to 88 percent.

32 Participation by multilateral creditors is high. The modalities of the delivery of
HIPC Initiative assistance vary.

o The largest single creditor in this category is IDA with a level of assistance equal to
about US$124 million in 1998 NPV terms. In nominal terms, this amounts to
US5163.8 million in debt-service reduction over a ten-year period. IDA’s debt relief is
being provided through a 50 percent reduction of debt service due from September 2000
to August 2009 on IDA credits disbursed and outstanding at end-1998. IDA’s interim
assistance was exhausted in September 2003 when the one-third ceiling of the initial
NPV relief target (US$45.4 million) had been reached. IDA will be resuming delivery
of HIPC Initiative assistance after completion point and proposes to extend the original
schedule through March 2010, in order to deliver its full share of debt relief.

¢ The debt relief from the IMF amounted to US$45 million in 1998 NPV terms or
SDR 33.8 million in nominal terms, of which SDR 13.2 million has been delivered as at
end-December 2003. The assistance is extended through a grant to cover debt service
due to the Fund. The share of debt service due on current IMF obligations covered by
IMF assistance averages 24 percent over 2000-06.

» The AfDB group, a major multilateral creditor to Senegal, has committed to providing
its HIPC Initiative assistance amounting to about US$57 million in NPV terms. It has
granted interim relief to Senegal amounting to about USS$22.8 million by end-2003.
After the completion point, the AfDB 1s expected to continue providing the required
relief through an 80 percent reduction on debt-service payments falling due until mid-
2006.
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¢ Other multilateral creditors, which together account for about 11 percent of the 1998
debt stock in NPV terms, would provide debt relief in varying modalities. These include
the EU, TFAD, the IsDB, BADEA, BOAD, the OPEC Fund, and the Nordic
Development Fund. The EU and BOAD are providing interim HIPC Initiative relief of
US$1.9 million and US$2.8 million in NPV terms, respectively. All other multilaterals
have indicated that they would provide HIPC relief at the completion point.

33. On October 24, 2000, the Paris Club concluded a debt relief agreement, granting a
Cologne flow rescheduling (90 percent debt reduction in NPV terms) during the interim
period. The agreement also contained a goodwill clause whereby participating countries
agreed to meet at the completion point to consider actions that may be necessary to help
Senegal achieve debt sustainability in the context of equitable burden sharing among the
creditors, provided that Senegal maintains satisfactory relations with the participating
creditor countries. Many Paris Club members have also indicated that, at the completion
point, they would provide Senegal with additional amounts of bilateral relief beyond that
offered under the HIPC Initiative. Such additional assistance could amount to about
US$400 million of additional relief in NPV terms.

34.  Asregards non-Paris Club members, which would account for 17.5 percent of
debt relief committed, comparable treatment was assumed in the decision and completion
point calculations. However, no agreements have been signed to date. Some non-Paris club
creditors such as Algeria, Kuwait, Saudi Arabia, and the United Arab Emirates—which
would account for about 12 percent of the US$488 million of debt relief committed in NPV
terms—have agreed to deliver debt relief on the claims of some HIPC countries; however, to
date, no agreement has been reached. The remaining 5 percent of debt relief of non-Paris
Club creditors stems from claims by China, Taiwan Province of China, and Iraq and these
creditors have not agreed to the provision of HIPC relief to Senegal.

C. Long-Term Macroeconomic Framework

35.  In the context of updating the DSA, the authorities and the staffs of the IMF and
IDA have revised the underlying long-term macroeconomic framework (compared with
the one presented in the decision point document). The revisions were informed by

(1) Senegal’s strong growth performance over the past five years, during which total GDP
growth and nonagricultural growth averaged 4.6 percent and 5.2 percent, respectively,
notwithstanding the weather-induced shock in 2002;” and (ii) the government’s decision to
adopt an ambitious, wide-ranging policy reform agenda, laid out in the PRSP of June 2002.
Consequently, the revised framework envisages slightly higher economic growth, a

* Since the devaluation of CFA franc in 1994, Senegal’s economy has been on a firm growth trajectory, with
real GDP growing at an annual average of 5.0 percent (5.5 percent excluding 2002), and non-agricultural GDP
rising by an annual average of 5.3 percent over the period 1995-2003. By comparison, annual real GDP growth
in sub-Saharan Africa during this period averaged around 3 percent.
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stronger—albeit still moderate—shift towards the production of tradables, which is reflected
1n moderately higher export growth and slower import growth. The fiscal stance remains
similar to that of the deciston point document (Box 4). Assuming unchanged demographic
trends (in particular, a stable rate of population growth close to 2.7 percent), annual real per
capita GDP growth should be in the range of 2.5 to 3.5 percent, implyving moderate long-term
gains in poverty reduction. Such a robust growth scenario should provide a basis for Senegal
moving towards the MDGs with the support of other complementary measures, such as an
improvement in the quantity and quality of public spending on health, primary education, and
mfrastructure, especially water and sanitation.

Box 4. Senegal: Main Assumptions in the Updated DSA
Key assumptions underlymg the long-lerm macroeconomic [ramework for the period 2004-22 arc:

Growth and inflation

e Real GDP growth accelerates from a drought affected GDP growth of 1.1 percent in 2002 to
about 6 percent in 2003 and is projected to remain steady at that level until 2010, when it slows to
5.5 percent during the remaining projection period. Real GDP growth averages 5.7 percent over
the projection period. Inflation would remain stable throughout the period, at about 2 percent per
annum.

Exports and imports

e  Export growth (volume), for the same reasons as in the case of GDP, recovers from
intermittently weaker rates in the earlier years to an average of 6 percent in 2004 and 2005 and
stays around 5.8 percent until 2008 before slowing in the latter half of the projection peried in
line with real GDP growth. Over the projection period the volume of export growth averages
5.6 percend.

* Import growth (volume) is projected to average 5.4 percent over the projection period and follow
the trend in real GDP growth.

Fiscal policy

¢ The overall fiscal deficit, including grants, would remain in the range of | to 1.5 pereent of
GDP after 2004, with gradually strengthening tax revenue compensating for a diminishing ratio
of foreign grant funding/GDP.

Capital account and external borrowing

e Dircet investment is at about 2 percent of GDP. Budgetary support loans are expected to taper
off within a decade, while project grants and loans are assumed to slowly decrease in relation to
GDP from close to 4 percent in the early years, i.e, 2000 to 2004, towards 1% percent by the end
of the projection period. In the projection period, 90 percent of the borrowing is assumed to be
contracted on highly concessionary IDA terms.

36. The economic performance described in this framework would be underpinned
by a persistent good economic policy stance, including (i) the pursuit of sound financial
policies, allowing Senegal to sustain its strong record of macroeconomic stability;
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(11) continued efforts at removing, through structural reforms, critical distortions that impinge
on efficiency; and (iii) moderate but sustained gains in the quality of public institutions,
supporting improvements in public spending effectiveness, particularly in social programs,
and in the environment for the private sector. The authorities agree that such policies are
critical to achieving a slow but steady improvement in external competitiveness, to
supporting an expansion of human capital and consistent gains in social outcomes, and to
creating a more attractive environment for foreign investment. They shared the view that the
key challenge—also underlying the government’s PRSP—was to direct and pace reform
policies towards developing the growth potential of the rural economy and making Senegal
more attractive for investors.

37. Average real GDP growth would temporarily accelerate to 6 percent per annum,
reflecting the yield from PRSP-related investment in public infrastructure and social
services, as well as efficiency gains from structural reforms. In the longer run, real GDP
growth is projected to be sustained at 5% percent per annum by higher private investment,
more efficient public investment, and growth in human capital. In the discussions with the
authorities, IMF and IDA staffs cautioned against benchmarking the baseline scenario in the
outer years on a higher growth rate that would hinge on persistently accelerating
productivity. The authorities acknowledged that such an assumption might outpace the likely
speed of diversification of the economy (which would reduce its vulnerability to weather-
related shocks) and also overstretch Senegal’s development capacity given the institutional
impediments to fast growth—for example, the legal and informational foundations for a
vibrant financial sector can be built only gradually. Consistent with the assumption of a
gradual but steady improvement in external competitiveness, export growth is projected to be
in line with real GDP growth, while slightly lower import growth would attest to the
economy’s increasing ability to produce competitive importable goods.”

38.  Fiscal policy would contain total expenditure in the range of 23-24 percent of GDP,
while revenue would increase moderately, by 2 percentage points, reaching about 21 percent
of GDP at the end of the projection period. Over the next 20 years, domestic revenue would
partially substitute for a gradual decrease in foreign assistance in relation to GDP.* Current
expenditure would gradually increase relative to capital expenditure, to allow for adequate
spending on operations and maintenance. Foreign assistance (grants and loans) is assumed to
remain broadly stable in nominal terms, implying a gradual decrease from about 6 percent of

= The average growth of exports (volume) over the projection period of 5.6 percent is slightly higher than that
assumed at decision point (5.2 percent). Export prices are expected to rise at an annual rate of about 2.2 percent
(compared to 1.7 percent assumed in the decision point document “Senegal—FEnhanced Heavily Indebted Poor

** Steady real growth and improvement in tax administration should support a broadening of the tax base. The
scenario envisages neither a large increase in the rate of formalization of the economy nor significant changes in
tax policy.



-23-

GDP in 2003 to 2 percent of GDP by the end of the projection period. There would be little
recourse to domestic financing, with the domestic public debt falling as a ratio to GDP.

39, The external current account deficit (excluding current official transfers) is
projected to decline slowly from a range of about 7-6/2 percent of GDP in the early
years, to about 3.5 percent by the end of the projection period in 2022, as growth in
domestic savings eventually outpaces the increase in investment. Gross domestic private
investment would gradually edge up from about 11 percent of GDP in 2002 to 15 percent by
the end of the projection period, with public investment reaching the lower bound of its range
of 8-9 percent of GDP by 2022. Private domestic saving would gradually increase from its
low current level (about 3 percent of GDP) to an average of about 9% percent by the end of
the projection period; this is a conservative assumption in light of the historical experience of
countries in the relevant income range {about US$1,000 per capita in 2002 dollars) and the
steady rate of growth in the scenario. Mirroring the lower emphasis on foreign assistance in
the long run, public sector-related flows in the capital account would gradually decline.
Foreign financing of the private sector is projected to come mainly in the form of direct
investment. The overall balance of payments is projected to register small surpluses,
sustaining offictal reserves at a level of 3 to 3% months of imports.

D. Updated Debt Sustainability Analysis

40. Senegal is set to exit from the enhanced HIPC Initiative with significantly
improved chances to maintain sustainable external debt levels over the medium and
long run. Based on the macroeconomic framework described above, debt sustainability
indicators show considerable improvement upon delivery of HIPC assistance. The NPV of
debt-to-export ratio and the NPV of debt-to-GDP ratio before HIPC relief stood at about
179 percent and 50 percent, respectively, in 2002 (Table 9); assuming the full delivery of
HIPC assistance, the former would have stood at 144 percent, or 6 percentage points below
the HIPC threshold of 150 percent. Both ratios, after the delivery of HIPC assistance, would
fall sharply in 2004 (to 115 percent and 29 percent, respectively); they compare favorably
with non-HIPC low-income countries, and are below the average ratios expected for all HIPC
countries at the completion point.”>*® Provided Senegal adheres to its economic policy
reform strategy and secures borrowing predominantly on IDA terms, the ratio of NPV of
debt-to-exports and the ratio of NPV of debt-to-GDP would continue to improve steadily,

 In 2001, the average NPV of debt-to-exports in non-HIPC low-income countrics stood at 143 percent and the
NPV of debt-to-GDP ratio at 39 percent (Global Development Finance, World Bank 2003 and various HIPC
documents). The average ratios expected for HIPC countries at the completion point are 128 percent and

9/12/03).

?® The sharp drop in the ratio reflects the drop in the NPV of debt in 2004 but also some rebound in exports after
the weather-rclated weakncess in exports in some of the earlier years,
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41. Senegal’s debt servicing capacity would also improve and allow for some future
additional borrowing to deal with unexpected shocks. The debt service-to-export ratio and
the debt service-to-revenue ratios improve in parallel with the stock indicators, as exports
grow and the tax base expands. The debt-service ratios (debt service-to-exports and to-
revenues, respectively) decline gradually from above 10 percent and 15 percent in the initial
years (2003 to 2005) to an average of 4 percent and 5 percent, respectively, in the second half
of the projection period (Table 9). If Senegal continues with its measured borrowing policy
as in the recent past, and adheres to the policy assumptions underlying these projections, it
would be in a position to mitigate the domestic impact of exogenous shocks by temporarily
deviating from the borrowing path assumecd in this scenario, without endangering overall
debt sustainability.

42. The improvements in the stock indicators would be even greater after taking
into account the delivery of additional bilateral assistance committed by Paris Club
creditors. Simulations taking into account additional bilateral debt relief beyond HIPC
Imitiative (estimates based on Table 14) suggest further reductions (beyond the delivery of
HIPC assistance) in the NPV of the debt-to-export ratio of about 10 percentage points by
2010 (Table 9).

E. Sensitivity Analysis and Long-Term Sustainability

43.  Alternative scenarios illustrate that the delivery of HIPC relief would leave
Senegal with a debt situation that is more resilient to future exogenous shocks.”” Four
alternative assumptions relative to those included in the bascline scenario presented above
were undertaken to illustrate the following:

* The first scenario (scenario 1 in Table 10) assumes a change in the mix of foreign
assistance, with a fall in grants financed by increased borrowing at concessional
(i.e., IDA-like) terms. Relative to the path of foreign assistance in the bascline
scenario, grants fall by half and it is assumed that Senegal closes the funding gap with
borrowing on concessional terms in order to minimize the impact on public spending.
Given the concessional nature of the borrowing (with a backloaded repayment profile),
the impact on debt servicing capacity would be only about half a percentage point in
terms of the ratios of debt service-to-exports and debt service-to-revenue (assuming that
lower grants have no impact on export performance and revenue generation). The NPV
of the stock of debt, however, would be higher by about 3 percentage points in the short
term and by 10 percentage points by 2022, but it would still be kept at prudent levels
and below the average ratios in non-HIPC developing countries.

* Borrowing at less than concessional terms however would have significant
negative implications for Senegal’s debt servicing capacity (scenario 2 in Table 10).

7 In the alternative scenarios, the effects of the shocks are assumed to start in 2006.
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[n order to illustrate this point, the mix of borrowing presented in Scenario | above was
changed by assuming that half of the new borrowing would be undertaken at
nonconcessional terms.”® Such borrowing would double the ratios of debt service-to-
exports and debt service-to-revenues to levels of around 8 percent and 10 percent,
respectively, thus removing some of the gains made immediately after the provision of
HIPC debt relief. The NPV of debt-to-export ratio would jump in the medium term by
5 to 7 percentage points above the level reached in the scenario with concessional
borrowing. In the longer term, the debt stocks would converge due to a more rapid pay
down required of nonconcessional borrowing.

s The delivery of HIPC debt relief and its impact on the initial conditions for debt
would also allow Senegal greater flexibility in dealing with possible terms of trade
shocks (scenario 3 in Table 10). Senegal’s economy is not overly dependent on
exports of few key commodities. Past terms of trade shocks have been of shorter
duration and less deep than those faced by countries which are dependent on a few
commodity exports. Scenario 3 illustrates a temporary 10 percent terms of trade shock
of three year duration where the financing shertfalls are financed by temporary
additional borrowing,”” This borrowing—at concessional terms—Ileaves the NPV of
debt-to-exports ratio higher by about 7 percentage points by 2010 (Table 10). The debt
servicing capacity is affected only marginally given the concessional terms of the
borrowing. Overall, the impact on the debt indicators in terms of both debt stock and
debt servicing capacity is more favorable than in the case of Scenario 1, where a
permanent shift away from grants was financed by additional concessional borrowing,
Thus, the impact of a temporary negative terms of trade shock, financed through
additional borrowing, would still leave Senegal with debt ratios that are manageable
relative to other low-income countries, provided the additional borrowing is financed on
concessional terms.

» The importance of maintaining the momentum of structural reforms is illustrated
by the impact of slower growth in export volume and real GDP. In scenario 4
(Table 10), possibly as a result of weak retorms, the growth rates of real GDP and
export volume slow to about 4.25 and 3.75 percent, respectively (compared to 5.7 and
5.5 percent, respectively, in the base case scenario). It is assumed that the authorities
attempt to mitigate the effect of slower growth on private sector demand by government
making additional transfers, increasing other spending, and by reducing its domestic
indebtedness so as to ease conditions for credit to the private sector. The resulting
additional financing requirement is covered by higher government borrowing from
abroad, and the widening external current account deficit reflects the weaker export

** A grace period of onc year, and a 6 percent intcrest rale was assumed for half of the additional borrowing.

** The shock was assumed to affect export prices for groundnuts, fish, and phosphates which are Sencgal’s three
major export commodities. The three-year terms of trade shock (starting in 2006), increases borrowing
requirements by about US$60 million in each of the three years.
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performance and the accommodating fiscal stance. It is assumed that a lower share of
such borrowing (75 percent as opposed to 90 percent in the basc case scenario) will be
financed at highly concessional IDA terms given the slow pace of reform
implementation. The NPV of debt-to-exports rises by 10 percentage points until 2010
and reaches 30 percentage points above the base case by the end of the projection
period, imposing a significant burden on debt service capacity. Contrary to the baseline
scenario, the NPV of debt-to-exports does not decline steadily, but remains close to
100 percent as a result of the additional borrowing. The debt-service ratios (debt
service-to-exports and debt service-to-revenue) worsen relative to the base case, with
the debt service-to-revenue ratio being almost twice as high by the end of the period.
Although the debt ratios do not exceed the HIPC threshold levels, the rapid
deterioration illustrates how fast gains from HIPC relief could be unwound by weak
policy implementation.

1V. CONCLUSIONS

44, The staffs of the Fund and IDA consider that Senegal’s performance with respect to
meeling the conditions for reaching the completion point under the enhanced HIPC
Initiative has been satisfactory. Following some slippages in reform implementation in
2001 and 2002, a satisfactory track record of performance has been established under the
new PRGF-supported program and has increased disbursement rates under IDA programs.
Most social indicators have improved, and the government is addressing problems in areas
where progress has been slower. Senegal’s poverty reduction strategy, laid out in its PRSP, is
grounded in a broad-ranging agenda of comprehensive reforms which is embedded in a
realistic macroeconomic framework. Adherence to this macroeconomic trajectory over the
longer run suggests that Senegal should be able to successfully pursue the objectives of fiscal
and external sustainability. Achieving persistently strong economic growth will require that
Senegal implement its comprehensive reform agenda at a firmer and more steady pace than
in the past.

45.  Senegal’s external creditors have provided sufficient assurances regarding their
participation in the enhanced HIPC Initiative. The commitments from almost all of the
multilateral creditors and the Paris Club would represent financing assurances for slightly
over 80 percent of the total of assistance approved at the time of the decision point. The
Senegalese authorities are in communication with some non-Paris Club members for the
provision of debt relief. The staffs will work with the Senegalese authorities to facilitate the
provision of debt relief under the enhanced HIPC Initiative by the remaining creditors.

46.  The staffs of the IMF and IDA have noted that maintaining external debt
sustainability will require prudent macroeconomic and debt policies, and a sound
response to external or domestic shocks. Senegal should continue to pursue aggressively
structural reforms that enhance its external competitiveness, foster emerging export
diversification, and thereby reduce its exposure to external shocks. Furthermore, the staffs
have stressed, and the authorities have agreed, that, notwithstanding Senegal’s sovereign
bond rating, significant use of access to nonconcessional external finance over the next
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decade would be premature, unduly exposing Senegal to risks of weakening its prospects for
maintaining external debt sustainability.

47. In light of the above, the staffs of the IMF and IDA recommend that the Executive
Directors determine that Senegal has met most of the conditions for reaching the
completion point under the enhanced HIPC Initiative, and that they grant waivers for
(i) not attaining the targeted surplus of the basic fiscal balance in 2001 (because of a
reform-related one-off transfer to parastatals); and (ii) the two conditions in the health
care sector where, notwithstanding major efforts, it was not possible to date to fully
attain the specified target for immunization and utilization of private health care centers,
respectively, on the basis that the authorities are making best efforts under a new strategy to
this end.

Y. ISSUES FOR DISCUSSION
48. The staffs seek guidance from the Directors on the following points:
* Do Directors agree that Senegal should reach the completion point at this time?

¢ Do Directors agree that Senegal should continue to seek debt relief from its non-Paris
Club creditors with the framework of the HIPC Initiative and that staffs should monitor
the delivery of such debt relief?

* Do Directors agree that the debt relief as provided at the decision point (revised) will
provide Senegal with a sound basis for debt sustainability?

¢ Do Directors agree that Senegal has met most of the conditions for reaching the
completion point under the enhanced HIPC Initiative framework, as established at the
time of the decision point? And do Directors agree to grant waivers for the one
condition related to public savings and the two conditions in the health care sector that
could not be fully met?

¢ Do Directors agree that Senegal’s PRSP and expenditure-tracking mechanism provide
assurance that enhanced HIPC Initiative assistance and other resources will further
poverty reduction efforts?



Figure 1. Senegal: External Debt and Debt-Service Indicators for Medium- and
Long-Term Public Sector Debt, 2003-22
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Sources: Senegalese authoritics; and Bank and Fund staff estimates and projections.
1/ The large increase in the debt service- to- export ratio in 2004 reflects in large part the principal repayment
on a loan from Kuwait,



Figure 2. Senegal: Sensitivity Analysis, 2003-22
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Table 1. Senegal: Selected Economic and Financial Indicators, 2000-22

2600 2001 2002 2003 2004 2005 200 T 2008 2009 2010 2011 212 2017 2022 2002-12 2013-22
Act, Est. Projections Average  Average
{Annual percentage change, unless otherwise indicaled})
Nativnal income and prices
Nominal GDP 6.5 8.5 -1 7.2 74 7.4 7.8 8.2 8.3 8.3 8.2 8.1 8.0 7.8 7.8 7.1 7.8
GDP ul constant prices 56 5.6 11 6.3 6.0 5.8 6.8 6.0 6.0 LX) 5.4 5.8 57 55 5.5 5.5 55
Of which : nonmagriculture G 4.2 4.7 7 4.2 54 5.8 6.0 6.1 6.1 6.1 6.0 35 58 56 5.6 3.7 5.6
Real per capital consumption .. D4 4.8 1.0 15 1.6 23 2.4 .7 2.5 2.4 2.4 22 2.4 2.1 23
Consunaer prices (anual average) 0.7 EX 23 0.1 12 2.0 2.0 2.0 .0 2.0 0 40 2.0 2.0 2.0 1.8 20
External sector
Cxports, f.o.b. {in CFA francs) 1.5 12.3 3.1 0.4 22 4.1 6.8 7.5 78 7.8 7.8 T8 7.8 7.7 7.8 6.2 77
Imports, f.0.b. (in CFA francs} 12.6 10,0 6.7 56 035 183 6.2 7.8 7.7 7.2 73 7. 72 7. 7l 6.4 72
Export volwme -5.2 mT KR 4 -0 2.7 3.9 5.7 5.8 59 5% 54 58 57 35 53 5.1 5.5
[mport volume 1.6 134 7.6 7.2 1.4 3.3 58 5.1 6.0 RE 5.7 5.6 5.6 35 54 5.6 5.5
Terms of trade (deterioration -) =37 5.3 4.2 2.1 0.3 -1.9 0.7 0.0 0.2 03 0.3 0.3 0.3 0.5 0.7 0.2 0.6
{Tn percent of GDI")
Government financial operations
Reveue 5.1 7L 189 182 193 19.4 159.4 14.6 198 199 20.1 202 203 209 21.1 19.7 208
Grrants 2.1 1.8 L3 2.5 21 2.7 2.7 2.5 24 22 2.1 2.0 20 1.6 1.2 23 1.5
Total expenditure and net lending 1/ 0 21,7 2200 2360 239 235 23 233 234 235 235 16 236 238 23 234 237
Overall fiscal surplus or deficit (-} 2/
Commitment basis, excluding grants -2.0 -3.9 231 -4.4 -4.6 -4.1 236 -3.7 236 -3.5 -3.5 -3 =33 -3.0 -2.3 37 -2.9
Commitment basis, including grants Q.1 =20 -13 -L.g -2.5 -4 -1.0 -1.2 -1.3 -1.3 -1.3 -1.4 -1.4 -l.4 -1.2 -1.4 -4
Basic fiscal balance ¥ 1.2 -8 1.9 0o -0l 0.2 06 s 3 0.5 0.6 0.6 08 0.3 0.0 0.5 0.3
Excluding temp. costs of structural reforms and HIPC Initiative 1.3 -6 21 1.0 13 1.7 10 a.9 0.9 09 05 0.9 0.9 0.5 0.2 1.0 0.5
Gross domestic investment 18.5 184 19.7 20.2 209 214 217 22.2 226 22.6 22.6 227 224 2313 234 21k 213
Government 6.2 6.4 4.1 9.1 9.1 9.1 9.1 4.3 .4 b4 93 4.3 v3 2.0 84 9.2 29
Nongovernment 12.3 11.7 10.6 11.1 11.8 12.3 12.6 12.9 13.2 132 133 134 13.5 14.3 15.0 12.5 14.3
Gross domestic saving, %.6 5.6 9.1 85 145 13 120 12.5 13.1 13.4 13.7 4.1 14.4 16.0 171 12.1 16.1
Government 5.9 33 7.0 6.1 5.6 6.7 6.6 6.6 6.7 6.6 6.6 6.7 6.7 6.6 6.5 6.6 6.6
Nongovernment 2.7 3.2 2.1 24 4.0 4.6 54 59 4.4 6.7 7.1 T4 77 9.5 107 5.4 95
Gross nationul saving 123 133 14.0 13.6 152 16 167 17.0 173 17.5 177 180 182 194 203 16.5 19.4
External current account defieit (-)
Excluding current official transfers -B.5 65 7.2 -85 -74 -7 -6.6 6.5 6.4 6.1 -58 0 53 -53 4.3 -34 -6 -4.2
Including current official ranslers -6.3 489 57 66 -7 =53 -5.1 -53 -5.3 -5 48 48 48 -3y -3 -5.3 -18
External public debt 4/ 69.3 632 4.9 58.8 46.4 44,7 43.4 41.9 40.3 EER 71 56 343 283 223 44.2 277
{Tn percent of exports of goods and nonfactor services, unless otherwise indicated)
External public debt service 5/ 12.5 @3 9.6 83 9.2 G.1 6.5 6.5 0.0 5.5 5.8 35 48 44 38 1.0 4.3
In percent of povernment revenue 207 158 152 23 13.0 1246 9.5 8.8 L) 7.2 7.5 T4 6.1 53 44 97 52
GDP at current market prices (in billions of CFA francs) 3114 3380 3,511 3,762 4,041 4340 4676 5,062 5483 5939 £427 6,848 0505 1093 1393R 5245 11,624

Sources; Senegalese authonities; and staff estimates and projections.

1/ Includes foreign-financed capital expenditure.

2/ Includes additional expenditures linked to the FIIPC Initiative interim assistance debt relicf,
3/ Defined as revenue minus total expenditure and net lending, excluding externally financed capital expenditure and on-lending.
d4f Assumes that 75 percent of undistributed HIPC Initative spending in 2002-03 will be investment, and includes accumulation af stocks of CFAF 37 hillion in 2001 and 2001 and

decumulation of thesc stocks in 2002 and 2003.

5/ Projection assumes a reduction in the stock of debt in 2003 owing to Seneyal's reaching the completion point under the HIPC Initiative.
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Table 2. Senegal: Medium- and [Long-Term Government Financial Operations, 2000-22

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2017 2022 2002-12 2013-22
Aci. Est. Projectiong Average  Average
{In percent of GDP}

Total revenue and grants 20.1 1.7 2.7 21.7 214 221 22.1 22.1 n.2 22 2 2.2 223 22.4 222 219 223
Reverwe 15.1 178 189 19.2 193 19.4 194 19.6 19.8 19.9 201 20.2 2013 209 211 197 2008
Tax revehue 17.3 171 17.9 183 18.3 18.6 18.7 13.8 19.0 19.1 19.3 19.4 19.5 20.1 203 18.8 200
Nontax revenue 08 0.8 Lo 0.9 0.4 0 0.8 8 0.8 0.8 0R 08 08 u.s 08 0.8 08
Grants 2.1 1B LB 25 2.1 27 2.7 2.5 2.4 22 2.1 2.0 2.0 1.6 1.2 2.3 15
Budgetary 0.5 0.0 0.1 0.5 03 6.3 0.4 0.3 0.3 02 0.} 0.1 0.1 X1 0.0 0.3 0.0
Budgeted development projects 1.6 1.8 1.7 20 1.8 22 22 22 2.1 2.0 24 1.9 1.9 1.6 1.2 20 1.5
Total expenditure and net lending 200 21.7 2.0 236 23.9 235 231 233 23.4 235 235 236 23.6 238 234 23.4 237
Current expenditure 13.2 153 13.6 4.1 13.8 13.7 13.7 13.7 138 134 134 14.0 14.1 4.6 14.8 139 146
Interest due 1.5 0.9 1N 1.2 1.1 1.0 0.0 0.8 .7 0.7 0.6 0.6 .5 0.4 0.3 Q0.8 ir4
Of which ; exterpal 1/ 1.3 0.7 1O 1.0 1.0 0.8 07 0.7 0.6 0.5 0.5 0.4 0.4 0.1 0.2 0.7 0.3
Capital expenditure 6.2 6.4 9.1 85 8.8 ERY 8.8 9.4 9.1 oi 91 9.1 9.1 89 8.3 ¥.9 By
Domestically finznced 3.4 3.5 42 45 4.7 4.7 4.9 32 53 34 3.4 55 5.5 59 62 50 59
Externally financed 2.8 2.9 4.8 4.0 4.1 39 39 39 3.8 7 7 36 16 3.4 22 39 29
Others 2/ 0.8 0.0 -0.7 0.0 0.9 0.4 0.2 0.2 0.z 1.2 0.2 0.2 0.2 0.1 .1 0.2 0.1
Oweral! fiscal balance {including grants) 0. =24 -1.3 -1.9 -25 -l.4 -1.0 -1.2 -1.3 -1.3 -3 -14 -4 -1.4 -1. -1.4 -1.4
Overali fiscal balance {cxcluding grants) At -39 -3.1 -4.4 -4.6 -4.1 -36 -3.7 -6 -3.5 -35 -3.4 -13 -3.0 -23 -37 -9
Basic fiseal balance 3/ 1.2 -0LK 14 0.0 -0.1 02 0.6 0.5 0.5 0.5 1.6 06 0.6 0.3 0.0 0.5 0.3
Excluding temp, eosts of structural reforms and HIPC Initiative 1.3 0.6 2.1 1.0 L3 1.7 1.0 0.y 0.9 0.9 .4 0.9 2.9 0.5 0.2 1.0 0.5
Financing -0 24 1.3 19 2.5 1.4 1.0 1.2 1.3 1.3 1.3 L4 1.4 1.4 1.2 1.4 1.4
External financing 0.3 1.6 3z 19 3.4 1.7 1.6 1.8 1.6 1.6 13 1.3 i.3 1.0 0.5 1.9 0.9
Drawings 5 31 4.4 26 4.1 24 24 25 24 13 22 22 2.1 1.7 1.2 2.7 1.7
Program laans 4/ 1.2 1.8 12 0.2 1.4 03 0.6 0.4 03 0.2 0.2 0.1 ot 0.0 0.0 0.4 0.0
Project loans 1.3 1.3 iz 24 2.7 2.1 2.0 2.0 2.0 2.0 2.0 240 2.0 1.7 1.2 2.2 1.7
Amortization dus 224 -19 2.3 -8 -3.3 -1.8 -1.5 -1.4 -1.2 -1.2 -1l -1l -0 0.9 0.8 -6 0.9
Debr relief and HIPC Initiative interim assistance 0.3 0.5 1.0 1.2 24 1.9 0.5 0.7 0.5 05 0.2 6.2 0.1 0.l 0.1 0.8 0.1
Domestic financing {including errors and amissionsy -0.7 04 -1.8 -0 -0.9 -0.3 -ir -0.6 -0.4 -2 0.0 0.1 2.0 0.5 0.7 -0.4 0.5
Financing gap 0.0 0.0 LX) 0.0 .0 0o o 0.0 0.0 0.0 0.0 a.0 9.0 0.0 0.0 Q.0 0.0

Memorandum items: (In billions of CFA francs)
Gross domestic product 3,114 3,380 3511 3762 4,041 4340 4676 5,062 5483 5930 6427 O,04E 7,505 10938 15428 5.245 11,624
Total Revenues and Grants 026 664 727 816 865 961 1,034 1,124 1,215 1,316 1426 1545 1,673 2451 3542 1,154 2,595
Tax revenues 337 577 629 684 749 809 872 954 1,043 1,137 1,239 1348 1,467 2894 3,231 954 2,333
Total expenditures 023 733 i 47 967 1,020 1,080 1,180 1,284 1,394 1,512 1,638 1,775 2,607 3,724 1,228 2,751
Current expenditure 411 nr 478 532 557 596 639 695 736 ¥24 296 975 1,060 1,599 2,365 728 1,700
Capital expenditure E93 27 318 318 355 375 413 457 459 541 BL.4] 633 684 973 1,328 47 .m7
Of which: domesticaily financed 7 119 148 168 150 204 229 262 291 19 344 380 414 641 981 268 683
Basic fiscal balance 37 -26 63 0 -4 1l 9 26 28 32 35 34 43 35 6 28 32
Overall balanee {incl. grants} 3 -64 -46 -7l -102 -34 -45 -60 -69 =78 -6 94 -102 -L57 -185 -74 -156
Overall balance {excl. grants) -1 -130 -108 -166 -186 -176 -170 -186 -{98 -210 222 -236 -244 -126 =371 -192 -320

Sources: Senegalese authorities; and siaff estimates and projections.

1/ External debt service includes all debl direcily contracied by the government and part of the governmenti-guaranteed debt serviced by the budget.
2/ Include treasury special accounts and correspondent accounts, net lending, and temporary cosls of structural reforms,
3/ Defined as total revenue minus total expenditure and net lending, excluding externally financed capital expenditure and lending.

4 Tnctude also treasury bilks issued in the West Afiican Economic and Monetary Union (outside Senegal).
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Table 3. Senegal: Medium-Term Balanee of Payments, 2002-22
{In hillivms WCCFA franes. unless othervise indicated)

2002 2003 2004 2043 2006 2007 208 2009 2010 2011 2012 2013 2014 2005 M6 2017 018 aMa 020 2021 022
Current accout 189 -2d8 232 231 238 263 -280 =303 -7 332 -346 365 =378 354 -4l -426 448 -436 0% 487
Balunee on poods -339 -415 =05 <422 -4z ~4R0 -516 -5d7 616 454 RO 735 \TH0 827 -E76 974 950 -3033 -10%3
Fxparts. fok, TIR 764 781 843 02 90 1046 1128 1247 1511 1413 1522 1643 1766 1902 2040 2208 2379 564 2763
Ghoundnuty products 43 9 30 EH 60 [+ H 7 B4 51 99 107 1o ile 1% 148 160 173 187 202
Fish products 175 180 sz 143 193 03 213 224 235 247 240 27 2806 300 33 330 348 3 381 3ty
Phosphate privducts 121 108 117 121 13t 141 154 167 182 198 215 21 253 xrd Pl 331 347 ve 406 440
Oither exports 414 447 411 4 496 3 SR 628 681 Ti8 800 Bon g3y 1a a1 1092 1292 1400 1518 /43
Trpurts, Eo.b 117 -1179 -1138 -1267 1345 -1450 1562 1675 -1797 1928 20067 -1216 -2374 =236 2729 -1926 BRIk -3359 3507 -3836
Petuleum prisducis -i74 -201 -174 -17? -168 -138 -18Y% -200 212 =224 -237 =331 -266 -281 -198 =315 -1 -33 -374 =386
Rice -l =106 -l05 -112 -121 -131 -142 -153 £33 -177 -151 -208 =23 =236 <253 <271 -291 -333 =339
Oher consumer goods 34| -358 -381 -408 444 478 -515 554 595 -64() -688 -13% 793 -832 P15 983 057 1135 -1221 -1312
Capital gowds 194 207 -228 254 274 -303 -334 -361 =342 426 462 -500 -541 -3RT 636 -Gy 142 -802 -B6d 037
Intermiediale goody -3 -309 -207 -3e -337 -380 -183 -4’7 4351 461 -a94 -521 -355 -550 628 665 it 355 -804 855
Services and incomes {net) 83 3% -90 92 -36 -8 -8¢ T4 -7 0 -52 -44 -5 26 -6 -3 7 2l 36 31 2]
LCredits 351 355 a7l ARA 40 41 455 Ll 510 538 571l 604 812 (¥ T 75 H03 451 oatl 934 L3N}
{30 which: wurism 134 1532 141 148 137 167 177 187 198 210 223 230 251 266 283 298 316 35 355 Eri 399
Debits 433 -431 462 478 493 il -336 -536 57T -6iH) -623 -G48 -674 =705 -Taz “Thd 796 B30 8635 - -4z
O which; interese on public dels 17 =37 41 -3 -36 -34 -3 =32 -3l -3l -3l 31 -3z 212 233 =33 -34 -34 -3 -3 -33 <16
Linrequited curten tralislens nel) 243 2nd 264 283 241 297 306 38 331 345 6L 373 132 412 433 435 478 S J28 553 Sud
Private {ne1) 27 192 195 201 1t 22 237 250 265 250 256 EIE] 331 35 aTo 39 41 237 461 487 504 541
Pubiic (het) 51 63 62 72 47 i 56 52 31 45 48 41 42 42 42 4] 41 4] 41 41 41
O which: budgctary grants 2 20 12 73 21 3 14 1l 2 7 8 ] & [+ L] Li] 0 a a i} Q
Lapital and finangial avcount gl 215 0 23 7 285 216 336 350 381 408 424 450 473 457 497 303 56 517 538 350
Capital acrount 63 i 76 o iLix) 13 120 127 134 141 149 L58 166 175 1719 183 187 191 196 uiliy 204
Private capital wansters 3 3 3 3 k] 4 5 [ ¥ & Cl 11 1 12 11 14 15 16 17 18 19
Mraject prants [} 73 T3 a5 1404 13 E1% 121 12y 134 141 148 154 164 167 17 17 176 579 182 137
Lrebr cancetlation ] 0 o a L0 i} [ /] 0 i a @ a 1] @ L) [} ] [ [} u
Tinancial account 128 138 133 135 166 a2 196 10 225 240 258 266 284 03 308 3l A3 3235 an 138 347
LDifect investinent L 60 64 Tl 78 a6 w5 104 112 121 129 138 148 159 170 152 igs 09 213 139 256
Perilolio investment -0 f 1 b3 1 | | ! L L a U] -1 -1 -1 - -2 -2 -2 -3 -3
(thet investment 198 6% 68 &3 6 85 100 1 1nz 1i8 29 128 137 143 139 133 123 118 Lo 101 a3
Public sector {net) &4 26 40 32 55 #1 69 4 Bl E3 B 143 3K 124 iz 1% bz 104 109 96
f which: dishursemeins 160 96 in 103 127 130 135 142 149 L38 168 173 20 202 207 02 02 202 202 202
Progrum loans 113 21 103 92 93 [Ex} 1 121 13 141 152 163 BT 191 191 1%l 191 191 191 191
Project loims 42 G i7 12 7 22 1% i 12 it 3 4 n 1 0 q n ) a i
Oiker 5 5 5 E) 3 [} [} T T E) 8 9 Hil 1 0 10 "W 1 10 L
Anun lization 1/ =79 =70 -131 -7 72 08 -68 -1 Tz -4 =73 73 -82 K -y Bl -l -106 -A7 -121
Private sector (net) incl. errors and omissions 2 114 43 29 M Il 3 k3| 31 3 k1) 28 26 23 21 18 15 12 9 3 1 -3
Chverald satance Tk 33 -3 2 4 2 26 33 41 30 462 59 72 k4 TH Tl L fi} 57 g1 3t
Fingncing -9% 13 21 -2 -4 w28 -26 433 -4l -54 -62 -39 -7 -54 =78 - -0 -60 -57 -31 -5
Met [oreign assets (BCEAQ) -T% 211 60 RE -] =30 -41 47 -44 44 36 -51 80 - B3 55 48 -42 -38 =19 -2
Operatians account and othar -6% -3 .37 3 38 -3 -26 36 3 -4 -55 =51 ~60) -1 -63 55 4% 42 -38 -9 -5
et use of Fund resources -13 -7 -3 -7 23 21 -15 -11 T -4 -1 0 o a o o 4 0 u u u
Purchases 8 i 3 & 1} L a [ 0 L) 0 q a a n n & 0 0 i ]
Repurchases -2l -22 -39 -7 23 21 -13 -11 -7 -4+ -1 0 b 0 [} [+ 3 0 0 0 ]
Depasil mwmey hark -3 1 -1 -1 .11 12 -13 .ls -15 -6 -i7 -18 -20 -2l -3 -24 -2 -2 -3 -3 -34
Faymests zrrears (reduction -) o Q o [ [ 0 0 1] 4 ') 0 q ¢ 0 o o a ) ¢ 0 ]
Exceptionat financing 1/ Lg 40 21 27 R 33 2% 2B 13 1 L1 11 8 |3 8 » n 0 14 L] 9
Residual tnancing gap 4 ] L] 2 [i} L] q ] a 1) a L1 4 a o o o a 1 0 o U
Memurandum iemes:
Current account balanre
As percentape o GDP (ingl. gurrent afficial imansders) a6 -5 =52 B EhR ) =53 EhN) -4 4.5 -4 -4.5 -4.3 -4.2 4.0 K 37 16 34 3.3 -31
As percenage of GDI (eacl. current official travsfersy RS -74 -7l 6.6 65 -6.4 -6.1 -5 =53 =53 -5l 49 -4.7 -4 5 -4 -4 4.4 <38 -6 -34
Gross alficial reserves 4069 4450 4376 500.5 §53.0 596.2 6451 6ET.0 7334 7913 fddb G071 9804 1043.F  IHD2& 115335 11974 12375 12683 1295
{m memths uf mopocts ol GNFS) 32 35 3 35 36 36 v iz 3T iT 37 LE ] 38 ER.) LR 37 14 As 33 a2

Mominal GDP (in billions of CFA fruncs) 3,782 4,041 4,340 4,676 5062 3,483 5,819 6427 6,948 T.0E 2.098 £.730 2412 10,136 19,838 11,792 122 13,703 14,773 15928

Sources: Cenmal Hank of West Alfican Stares (HUEAUY, and stzit estinates and projections,
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Table 4. Senegal: Discount Rate and Exchange Rate Assumptions

Discount Rates 1/2/ Exchange Rates 3/
{In percent per annum) (Per U.S. doliar)

Decision  Completion Deccision  Completion

point poiat point point

African Development Bank unit of account 2/ 525 4.82 0.71 0.74
Belgian franc 5.59 555 34.57 3847
CFA franc 536 535 56221 625.30
Chinese yuan 525 4.82 8.28 5.28
Danish krone 5.64 5.78 6.39 7.08
Buropean currency unit 5.00 0.86
Euro 5.55 0.95
French franc 536 5.55 5.62 6.25
Deutsch mark 5.16 5.55 1.67 1.87
Iraqi dinar 525 4.82 0.31 0.31
Irish pound 533 3.55 0.67 0.75
Islamic Development Bank unit of account 2/ 5.25 482 0.71 0.74
[talian lira 5.58 5.55 1,653.10 1,846.35
Tapanese yen 222 1.75 115.60 119.90
Luxemboury frune 5.5% 3.55 34.57 3847
Noerwegian krone 0.54 7.76 7.60 697
Kuwarti dinar 5.25 4.82 0.30 0.30
Saudi Arablan ryal 5.25 4.82 3.75 3758
Special drawing rights 5.25 4.82 0.71 0.74
Spanish peseta 5.31 5.55 142,01 158.66
U.AE. ditham 525 4.82 3.67 347
UK. pourd sterling 6.81 5.84 0.60 0.62
1.5, dollar 6.23 5.12 1.00 1.00

Memerandum item;
Paris Club cutoff date is January lst, 1983

Sources: OECD; and IMF, Infernational Financia! Stasistics .

1/ The discount rates are the average commercial interest reference rates (CiRRs) for the respective
currencies over the six-month period ending December 1998 for the decision point;and for the
six-month period ending December 2002 for the completion point.

2/ For all currencies for which the CIRRs are not available, the SDR discount rate is used.

3/ As of end-December 1998 for the decision point; end-December 2002 for the completion point.



Table 5. Senegal: Nominal and Net Present Value of External Debt Outstanding at Bnd-2002

I.egal Situation 2/ NPV of Debt
Afler Full Application
Nominal debt NPV of debt of Traditional Debt Reliel 3/
pillions of Pereent  Millions of T'ercent  Millions of Percent
1.5, dallars of totat U8, dollars of total LS. dollars of total
Taotal 3,703.3 100.0 2,538.3 1040 2,526.4 100.0
Multilateral institutions 2,524.7 632 1,576.2 63,1 1,576.2 62,4
DA 1,598.9 43.2 B65.3 34.2 8693 34.4
IME 255.8 6.9 219.7 B.7 2149.7 8.7
AIDB Group 366.1 a8 2535 10.0 253.5 10.0
BADEA 35.4 Lo 351 1.4 35.1 1.4
Eurepean Union/Turopean [nvestment Bank 76.9 2.1 51.0 2.0 51.0 24)
[slamic Develepment Bank (IsDB) 67.6 1.8 54.8 22 54.8 2z
International lund for Agricultural Development (IFAD) 46.5 1.3 26.2 1.0 26.2 1.4
West Aftican Development Bank (BOAD) 36.7 1.0 372 1.5 312 1.5
Nardic Developinent Fund (NDF) 13.2 .4 6.9 0.3 6.9 0.3
OPEC 9.7 0.3 9.2 04 9.2 0.4
BCEAO 7.7 0.2 6.8 0.3 6.8 0.3
ECOWAS 4.7 o1 4.9 0.2 4.9 02
EU-IDA administered 2.6 0.1 1.3 a1 1.5 0.1
Official bilateral creditors 1,165.8 315 948.9 37.4 937.0 371
Paris Cluh 737.7 189 5855 231 6004 238
Pre-cutoll date 4422 1.9 360.6 14.2 375.5 14.9
ODA 431 12 353 1.4 333 1.4
Non-ODA 369.1 LG8 3253 12.8 340.2 13.5
Post-culoll date 205.5 [1A1] 224.9 59 2249 89
0DA 264.4 8.4 224.0 88 224.0 59
Non-ODA l.1 8.4 oy 0.0 0.9 00
France 3lLe B.4 278.4 1.0 2863 11.4
Germany 147.1 29 559 2.2 55.0 2.2
Japan 885 24 929 3.7 92.9 17
Spain 1.7 2.7 58.1 2.3 59.6 2.4
[taly 552 1.5 44.9 1.8 45.6 1.8
Norway 34.5 0.9 26.4 1.0 28.2 1.1
Denmark 167 0.5 1.7 0.3 LL7 0.3
Belgium R0 0.2 51 0.2 4.6 02
Netherlands 4.2 0.1 4.2 0.2 4.5 0.2
United States 33 0.1 3.1 0.1 33 0.1
Canada 31 0.1 2.2 0.1 2.3 0.1
United Kingdom 2.3 0.1 1.3 Q.1 1.6 0.1
Sweden .1 9.0 0.8 0.0 0.9 0.0
Non-Paris Club 438.1 11.6 363.5 14.3 336.6 133
Kuwait 163.1 4.4 144.1 5.7 142.6 5.6
Saudi Arabia 125.9 34 6.7 33 76.6 3.0
Taiwan Provinee of China 83.3 23 74.5 29 74.5 29
Algeria 24.5 0.7 204 0.8 17.4 0.7
Oman 10.6 0.3 10.4 0.4 6.3 0.2
United Arab Emirates 11.6 03 10.8 0.4 12.8 0.5
China 8.9 0.2 6.5 0.3 6.5 03
00 0.6
Commercial loans 12.8 03 13.2 0.5 13.2 0.5

Sources: Senegalese authorities; and Bank/Fungl stafT estimales,

1/ Figures are based on roconciled data at end-20602,

2/ Reflects the external debt situation as ol end-2002, and includes the 1998 Paris Club siock-of-debt operation under Naples terms
and the interim assistance (i.e., Cologne flow) for the period 2000-02.

3/ Atter full use of rraditionul debt-relief mechanism, and comparable treaiment from non-Paris Club creditars.



Table 6. Senegal: Comparison of Net Present Value Between Decision Point and Completion Point
(In millions of U.S. dallars, unless otherwise indicated)

Stock at End-199% Stock al End-2002
Decision point DSA 1/ Deciston point DSA (Projection) Complction point DSA 2/
After traditional  After enhanced  After iraditionul  After enhanced  After tradittonal | After enhanced | After additional
debt relief 3/ HIPC reliel debr relicf HIPC reliel debt relicf LIPC relicf 4/ bilateral relief 4/
NFV of debt in 1998 torms 2,534 2,06 2,634 2215 2,579 2,068 1,627
Multilateral 6/ 1,434 1,157 1,481 1,281 1,576 1,341 1,341
Official bilateral and commercial 1,101 B89 1,153 933 1,003 727 286
NPV of debt in 2002 terms 4/ 2,526 2,031 1,635
Multilateral . 1,576 1,342 1,342
Official bilateral and commercial Q50 688 293
NPV of debt-to-exports ratio in percent 7/
Using end-1998 paramctcrs 165 133 141 118
Using cnd-2002 parameters 179 144 lla
MNPV of debt-to-revenue ratio in percont 8/
Using end-1998 paramcters 310 250 247 208
Using end-2002 parametcrs 242 194 136
Memorandum items:
NPV of enhanced HIPC assistance 4/ 9/
Using cnd-1998 parameters 10/ L1, 311
Using cnd-2002 paramcters .. 496

Exports of goods and services 7/
Diceisian point 1,53% 1,538 1.870 1,870

Completion point 1,4-1-1- 14 11
Government revenuc 8/

Decision point 818 818 1,067 1,067

Completion point 1,045 1,045

1411

1,045

Sourccs: Scnegalese authorities; and Bank/Fund stail cstimates.

1/ Based on stock of debt reconciled as of end-1998.

2/ Based on stock of debt recongiled s of end-2002.

3/ After the 1998 Paris Club stock-of-debt operation under Napies terms and comparable treatment by other bitateral and commercial creditors,

4/ Assuming the entire TTIPC Initiative assistance 15 fully delivered as of end-2002.

5/ Atter debt relief beyond HIPC offered by some of the Paris Club creditors.

6/ The cstimate of the NPV of debt after Enhanced HIPC Relicf for 2002 as of the decisien point had to be revised downwards.

7/ Based on a three-year simple average of exports on the provious year {¢.g., export average aver 1996-98 for NPV of debt-lo-exports tatio in 1998).

8/ Revenue is defined as central government revenue, excluding grants.

9f The value of assistance under the enhanced HIPC framework was determined at its June 2000 decision point, namely US$488 million in NPV terms, using cnd-1998
paramelers (exchange rates and discount factors). The corrcsponding valuc for enhaneed HIPC relicf expressed as of end-2002 is provided for information only.

13/ The estimate of US$547 million cxpresses the valuc of the agrecd assistance (US$488 million) plus estimated interest between decision and commpletion points.
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Table 7. Senegal: Net Present Value of Fxternal Debt, 2002-22 1/
{In millions of U.S. dollars, uniess otherwisc indicated)

Actual Est Frojections AveTaguy
2002 2003 2004 2003 2006 2007 2003 2008 2010 2011 2012 2014 2013 W06 W17 018 201 2020 2021 2022 2002-12  Mi3-22
Before rraditional gebt relief 2/
1. NPV of tatal debt 21,5532 2185157 24330 24011 23898 23971 24173 14481 24RRF 25405 2.607.9 2,7493 29132 2,006.1 30739 2,840.3 289368 30253 3,106.1 247249 29128
2. NPV_oI'nulstand_!ng debt 25532 24431 22377 21219 20114 19147 18249 17405 16632 15931 1,337.1 14240 1,304.3 L2458 1.182.8 8092 0 7203 6719 196078 14971
3. Nominal steck of total debt 37006 36903 37017 37055 37440 38007 3H69A HLAHLT O 404395 41516 42785 454510 4 (199 i 4,849.1 49942 51288 5,236.1 53749 54849 558067 38763 50325
Adter Full Traditional relief 3/
1 NPV ol lotal dcb_l (246) 25264 24961 24206 2,396 23923 24072 24330 214696 235178 25777 26323 ER-OLR: 28972 L8837 30681 31471 3,237 12967 3.363.5 34313 24808 3,0%4.49
2 NP}/’ .ul' oulstanding delv (34-4!1 25264 242T5 22234 21169 20138 19243 18406 17624 16924 16303 15813 14834 1,429.9 13748 L3178 1.256.0 11926 1,126.6 14605 YUkl 19766 12773
3. Ot'lu:la]_ bilatcral and commercial 2342 9153 779.1 7356 6933 637.0 624.8 5933 iot6 5488 5305 4494.2 4737 432.5 430.3 4046.5 334 3599 3l 3232 G906 ‘4!7‘9
Ja. Paris Club 64 571.4 5400 §05.4 4746 4510 430.1 4002 394.5 342 3155 1332 3431 3207 EILX 2974 Y 2650 24¢4 2353 4669 3038
3b. Criher ellicial bilateal 1346 333.0 250G 223 9 214.6 204.1 1934 1841 1741 164.6 1550 1389 1365 1224 1356 1087 1615 94.9 97 899 219.5 4.1
dc. Commercial 13.2 1wy EbH 5. 4.1 19 [FR3 0.0 (L] 0.0 LR 00 [iXH 0.0 i) 4.0 0.0 L2t [tXs] LLEH] 4.1 0o
4. Muliilatera] 15762 1,5123 14463 3% L] L1050 12678 12158 10690 1,123% 10815 1= KH YBY S 956.3 9223 LE] 849.5 p.lt s 66T TG 5724 1.286.10 8594
DA B69.3 8771 EB3 6 RET.S BHES 886.7 RROL1 8711 h LN #41.2 B22.5 TH 7568 1302 7021 6709 6376 6025 5640 52435 SHY.6 6772
ALDB Group 1535 407 2240 2154 3.2 1329 181G 170G [MEAY 144.4 146.7 1425 1404 1380 1358 1330 1300 126.7 [22.5 L18.1 194.7 1322
IMF 2197 183 1437 107.5 164 525 ERRH 158 58 1.2 0. eAe) 0 0 0 0.0 0.0 o0 U] ¢ 6.0 0.0
Olhe_rs 1337 2115 1910 17018 1522 1347 122.9 e (000 0.7 1y 656 59.0 54.1 496 433 1.6 37.5 138 s 145.6 49.1
5. Nominal stock ol total deht 37034 BF000 37202 ATIXY 37802 38456 30210 40083 41103 42264 43614 46415 48019 19528 5, 1HL O 32345 53613 54783 55882 5.68Y.5 ERIL N 51346
Al‘n-r enbanced HIPC assistance 4/

. NPV pl'total debt {2+6) U376 200842 21295 21854 22524 23128 23787 24601 26253 27164 28057 28935 29778 31,0602 31399 3.214.4 32845 2,258.%5 TN
2. NPV of outstanding debt (3+4) 1.7584 17058 16472 15930 15452 14874 14313 1,386 3 L3000 12493 1.196.8 11432 LORG.T L0281 Y698 9094 A51.3 1742 L1083
3. OfTcial bilarers] and commercial 494 4 4359.2 4270 1990 376 3510 3347 3201 29 ¢ 2754 259.2 2433 226.2 210.1 194.2 1813 171,32 305.7 2338

Ja. Paris Club 3826 3552 3328 3136 1947 2823 2737 266.9 2516 2427 2329 fxrz 2163 199.5 188.1 1715 167.9 4066.9 3038
3b. Orher otficial bilaleral 1055 t00.0 914 847 %9 687 6. 533 3483 e 26.3 211 156 106 fil kX 5 219.5 114.1
3c. Commergia} 63 4.1 1.9 & 0.0 2.0 0.0 .0 0.0 0o 1o 4.0 0.0 o0 .0 0.0 4.1 [ELH}
4. Bfulrilazgral 1.264.1 12466 12200 1,1939 11736 11364 1,096 1.069.1 1.0HH.1 9739 93176 S00.0 860.5 1540 TS 6 TN 1,248.5 ®72.5
DA 036 8249 € 1HEY B534 8637 838.1 841.2 £225 7811 7368 7302 020 AT0.9 6376 6025 364.0 840.2 772
AIDB Group 2058 2418 VLS 180.5 169.7 158.7 1472 1455 1415 139.3 137.1 134 8 1321 1241 1259 1218 1902 1323
ML 999 76.6 525 1.0 158 58 r2 0.0 Q.0 04 1.0 1) o [FX1] 0.0 0.0 F2E [{xl]
Orthers 1497 143.2 1357 129.0 1224 1138 107.1 1012 RE.5 778 03 634 57.5 523 47.1 424 1453 63.1
5. Nonunal stock ol ol deht 3,7033 34115 34688 35409 36232 37177 38261 39483 40864 43827 45304 47118 4.866.3 50104 51472 51758 53945 36728 49073
After unconditional delivery vl enhanced HIPL. assistance 5/
L. NI'Y of total debt {2+6} 203 20d:/ U994 20376 L0842 Za2Y5 0 21854 22524 23129 23787 24601 26253 L6 2T S TYTER 602 31399 37144 3,244.3 21714 242400
2. NPV ot ourstarding deb {3+4) 2,0HL4 1,953.1 1A 17584 1,TU5.8  1A47.2 1,593.0 1,545.2  LARl4 145135 1,384 3 IRV 1,2493 1,143.2 LURB.7 1,291 BHYK DOL 4 8513 10673 11083
3. Ofiictal atateral and commeareial axg2 LAY 3296 Ayd 4 4392 427.0 390 iTie 3510 3347 in 2614 2754 2483 2262 2Lk 1942 [8L.3 [ 4377 i3
3a_I'ans Club 43940 4382 41l LY Iz 3328 RIKK:} 2.7 2823 2737 2669 2516 2417 2020 213 1949.5 188.1 1 ;? 3 YR $30.4 215.2
3t Other allicial bilateral 2164 2104 1091 tUs.5 190.0 424 147 tey GRT ol 333 M3 2 154 L6 6.1 14 7 0.5
3¢ Commercial 152 1y LK) 63 4.1 (K X3 i (X} i3] uu [IRY] 04 [ERY] ] o U I) 1A} 4.1 o
4. Multdateral 1,342.4 1,293.1 11,2697 1264 12466 122001 L3y 11736 L1364 10wes Lusy. 1 JEURE ) S00.0 BOlL5 HlY.0 FiSA 281 i1 12096 y72.5
oA 76449 7786 2 UK G #2449 Yyl 8334 Ho5.7 854.1 B41.2 5225 FLIN| 021 HI0Y 637.6 U253 R 5243 %227 hiLL
AL Group 1.2 2006 2003 PR 1K LH.5 1805 1647 i58.7 147.2 1455 1415 [EL X [KEN) 1249.1 1259 1Z1.8 1173 1830 1323
Lsb 1610 [4%.4 1222 LR 76.6 528 L0 158 R L2 LRI RN ou i 'R0} [UXH Al [IA) [ oy
I hhers. 1833 164.5 1354 149.7 143.2 [RE) 1290 1224 13y 1071 012 8.5 &30 315 523 EYE) 414 Ay 1370 63.]
After hilateral debt relied beyond HIPC assistance 6/
NPV ol1otal debt (246) 25018 24832 18416 17107 L7818 18477 19215 20068 20788 21329 22400 2A178 25163 27092 Z B024 2.860.7 U518 30369 3,116.7 2,0333
n'b NPV of 1ol debr ufier full dedivery 57 1,635.1 16453 164l 17107 L78l.E 18477 1,9215 20068 20788 2152% 22400 24178 25063 23092 R0 2.560.7 Y51 30369 31167 18784
. NPV of outstanding debi {3 :4) 25008 24147 14464 14315 L4034 §3653 13291 12995 12533 12055 1,1592 1925 1,4649.0 9520 1S 2296 RN 7119 G535 1,520.1
3 (ilicial bilateral and commetcial 950.3 S{L4 76.7 1674 156.8 1451 1351 1259 169 1085 106.1 b4 5.0 EER) 509 10.4 6.1 3R i 280.5
3a Paris Clubk 5736 5454 2.0 556 528 510 4.7 4u.1 48.3 478 46.8 4.1 42.4 374 351 a0 [bai] 04 4.0 143.6
3b. Ober ellicial bilateral 3635 3459 1G9l 1055 1030 924 847 768 687 610 533 393 126 Fan 5.9 0.6 6.1 KR} id 1328
3e. Commercial 132 10.9 B.6 6.3 41 18 0.8 0.4 0.0 0.0 0.0 0o i} [} e 0o 0.0 8.0 0.0 4.1
4. Multilateral 13513 13123 12697 12640 1,466 1,2200 11939 L1736 1134 10966 1,669.1 PRCLRE 9739 4900.0 3605 5190 7758 728.1 680.0 1L1ES
DA 8587 B¥T1 iz ROZ 6 824 5 a4 §534 265.7 g58.1 8412 H22.5 - IN) 7568 7021 G709 6376 602.5 564.0 524.3 842
AIDB Group 2485 2407 013 2058 2018 [9L.5 180.5 1697 1587 1472 145.3 4.5 139.3 134.8 122.1 1290 1259 1218 L173 190.2
I 2130 183 1222 ¥ TO.6 525 30 158 5K 1.2 00 0.0 0.0 .4 .o 0.0 4.4 0.0 0
Cithers 2298 21135 155.0 143.7 143.2 1357 1220 1224 1138 1071 L.z B6.5 78 634 575 523 473 424 54
3. Numinal stock of alal debl W53 3eRan 29618 1072 F026 31985 33010 34175 35404 3eTis 18228 4,1338 43117 44828 46481 48037 4,898 8 35,0471 51822 23047
Mernorandum jtems: - N .
6. NPV el new bomowing G8.5% 195,25 27414 37443 48234 39242 FUTZ23 BIS53 4736 LUTUE]L 1,325.31 1.467.33 Led vz 1,750.27 1,841.07 203115 217012 2‘39-1 97 2,-13;.%3 504.3 1LBi7.6
Otficial bilateral 10.25 2925 41.98 57.08 7187 988 105.21 11672 12631 133.30 14199 145.98 15513 16070 165.49 169.46 172.40 17411 17478 7.2 161
Multilateral k.32 166.00 23721 32135 40937 50254 &020%  TORRQ  R21.05 937.31 1,183.32 1,3ER.35 E453.79  1.5R9.57 1,725.59 TRELGE 199772 2130.86 225845 4131 16576

Sources: Sencaalese anthorities; and Bank/Fund staff estimaies and projections.

1/ Refers to public and publicly guaranteed extemal debi only. KPVs arc discounted on the basis of the average commercial imterest referenee rate for the respective currency, derved over the siv-month perod prion 1o the lalesi date lor which aclual dats are available (December 2002). The corversion of vurmency-specilic NEVE

inta U.8. dallars occurs forall years at the hase date {December 31, 2002) cxchange rate

2/ Includss the 1998 Faris Club swock-of-debr operation on Naples terms.,

3/ Includes the 1998 IMaris Club stock-of-debt operation on Naples terms (67 percent NPY reducion), and at least camparsble action by other oflicial bilaleral und commercial creditors
4 Assuming that completion point is resched 1o 2004

51 NPY ol lote] debt assuminy ke entite HIPC Iniliative assistance is fully delivered as ol cod-2002.

&/ Afler deht relizf heyond HIPC offercd by same of the Faris Club creditors.
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Table &, Senegal: External Debt-Service Projections, 2003-22
{Inmillions of U.S. dollars, unless otherwise mdicated)

Progeciione

Averages

2003 2004 2005 2006 2007 2008 2008 2010 2011 2002 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2003-12  2013-22
Tetal debt service before
traditional debt relief mechanivmy 1/ 230.0 330.5 3183 214940 201.4 1m.7 186.1 182.7 179.0 1711 177.8 183.0 187.3 190.6 1928 2.2 206.4 212.7 1194 225.6 2121 199.7
Multilateral 1380 1372 1331 125.8 1150 1119 1641 1005 95.6 #1.7 805 794 79.8 702 784 79.9 8.4 a0.7 R2.5 A14 1143 #0.2
Officiai bilateral 87.9 1873 i #4.7 6.6 607 678 62.2 557 522 30.0 50.5 19.8 472 438 429 417 40.5 352 0.0 R32 433
Commercial in 29 7 2.6 24 2 o.R 0.0 0.4 0.0 [+ 0.0 0.0 0.0 0.0 oo 0.0 0.0 0.0 0.0 1.6 an
Tatal del service after
traditional relief 1/ 2/ 121.5 1223 prlik} 2113 1929 1R4.6 1412 176.1 1726 1668 1726 1779 1838 1843 195.9 036 209.1 2157 22.6 228.1 253 1408
Multilateral 1380 1372 133.1 125.8 1506 1119 1041 1{30).5 956 817 80.5 794 9.8 T2 7RA 79.9 &0.4 80.7 425 #1.4 1142 Rr2
IDA 343 59 38.9 419 A4.7 19.5 315 531 iR 594 598 601 62.0 632 633 f5.] 65.7 65.9 675 G669 47.0 4.0
AIDB Group 222 216 2E1 203 18.1 18.5 179 17, 179 7.6 78 7.9 79 2.0 78 83 4.4 8.6 9.3 9.5 18.3 &4
IMF 472 482 431 36.1 278 24.0 16.7 10.8 4.9 1.2 0.6 n.6 0o igs no 0.0 o6 0.0 a.n 0.0 26.0 0.0
Others 343 a8 1] 27.4 243 19.8 15.0 164 14.4 135 128 11.4 9.9 8.0 7.2 6.h 6.2 6.7 5.6 50 210 7.9
Official bilaleral 793 179.1 80.1 FirR 692 64.6 62,9 556 493 469 454 45.4 463 459 459 6.3 444 43.4 84 KPR 764 434
Paris Club 59.1 60.2 62.0 56.6 47.9 413 A3.A4 364 31 241 295 Kith| 110 317 32.6 xR 318 3R 29.5 211 47.0 309
O which:
Official Development Assistance kit 104 khXS 300 274 232 219 14.4 11.3 8.6 25 g3 g4 8.4 B3 B3 X 6.6 6.2 6.0 X 7.6
Other official bilaterai 262 118.9 18.1 0.4 212 4 19.5 142 182 17.8 159 153 154 14.2 134 128 12.6 1.7 8.9 54 29.4 125
Of which:

Dfficial Development Assistance 193 17.9 17.8 20.1 208 199 19.1 187 7.7 17.3 153 14.7 14.7 135 126 1.9 .7 0.7 79 51 189 119
Commercial 3.0 19 27 2.6 2.4 1.2 X1 00 0.0 [£N¢] 6.0 0.0 0.0 iK1 0.0 0.0 a0 0.0 0.0 0.0 1.6 0.0
‘Totat debt service after enhanced KRN

HEP( assistance 1/ 1820 245.0 131.0 1425 147.5 142.1 137.7 152.4 155.5 149.4 155.7 165.8 171.2 177.1 182.0 1891 194.4 100.4 208.7 PAER S 1358.6 186.0
Multitateral 1124 243 [aR] 770 851 R3.7 76.7 92.8 W6 9.6 83 819 230 §2.5 22.0 £2.0 R22 821 #4.1 W25 #3.1 82.1
DA 232 251 204 228 244 76 289 6.4 3R3 594 39.8 60.1 62.0 632 633 63.1 637 639 67.5 60y 3.4 64.0
AR Group 18.5 6.8 3l 119 18.1 145 179 1.7 17.9 T6 7.8 7.9 79 80 7.8 53 84 RE 9.3 9.5 138 54
IMF 403 344 282 281 278 4.0 67 10.8 19 2 an .0 0.0 0.0 0.0 a0 an 0.0 n.n 1.0 21.6 nn
Others 0.4 18.0 133 142 14.8 13.6 132 149 12.5 11.3 10.6 39 13.6 114 0.8 4.5 8.1 7.6 72 . 15.6 9.7
Official bilateral 66.3 154.6 335 ia 326 482 46.8 39.6 343 317 0.7 30T 306 04 29.4 29.7 27.8 267 229 19.2 9.0 278
Paris Chib XN AR2 49 5 46.2 400 359 48 275 232 209 211 213 219 224 229 234 21.% 217 paiies 187 364 216
Of which:
Offivial Development Assistwnce 307 304 306 301 274 232 219 14.4 13 B.6 B3 8.3 & 84 B3 8.3 6.6 &0 6.2 6.0 29 7.6
Other nfficial bilateral 287 1064 9.0 10.8 116 123 20 12.0 11.1 10.8 9.6 4.4 ®7 Ln 6.5 £.3 6.1 5.0 2.6 0.5 226 62
Ef which:

Official Development Assistunce 25.6 12.8 9.0 10.8 12.6 123 12.0 124 11.1 10.8 4.6 24 27 80 6.3 63 6.l in 26 n.s 129 ik
Commercial 3.0 2.9 27 26 4 1.2 0.8 0.0 0.0 0.0 [ss| 00 0.0 R 0.0 0.0 0.0 0.0 0.0 0.0 1.6 0.0
Tatal deht service after bijaterat

debi relief beyond IIIMC ¥/ 3/ 167.4 203.6 385 102.4 1125 1104 1065 1284 1357 1324 13864  14B4 1534 1503 163.9 170.7 177.9 1842 1927 00,1 128.8 168.9
Minirilateral 112.4 843 G54 710 85.1 83.7 6.7 928 916 79.6 RS 819 85.0 825 82.0 R2.0 #22 #2.1 #4.1 B2.5 ¥5.1 21
Official bilatersl 50.8 1133 16.0 17.0 17.6 l6.6 15.5 158 144 1.6 13.6 13.5 13.0 12.5 1.3 113 1.3 0.5 69 34 392 10.7

Paris (b 221 6.9 7.0 6.1 5.0 43 36 37 i3 3.8 4.0 4.1 4.3 15 4.7 5.0 52 5.5 43 29 6.6 4.5

Of which:

Gffictal Development Assistance 20,5 3 2.4 2.3 23 1.7 1.1 e 0.9 1.3 1.3 12 1.3 1.2 13 12 1.3 13 1.0 R 16 12

Other offizial bilateral 287 064 9.0 1.8 12.6 123 12.4 12.0 11.1 108 9.6 9.4 &7 8.0 6.5 63 6.1 5.0 2.6 0.5 2.6 ]
Cemmercial 3.0 29 27 2.6 2.4 12 08 0.0 0.0 0.0 na 0.0 0.0 0.0 a0 0.0 0.0 0.0 0.0 0. 1.6 G0
Memorandum tems:

Debt service on new debt 1.1 az 44 5.9 74 ] 133 20.0 277 a8l 46,7 532 7.6 1.3 0.7 774 243 L5 101.2 1142 130 762

Nominal HIPC relief 386 772 #9.3 (18] 46.4 44,5 3.5 217 17.0 17.4 16.9 12.1 12.6 12.2 130 145 14.7 15.3 13.9 12.1 46.7 13.7

Sonrces: Senegalese aucharities; and Bank/Fuand staff estimates and projections.
1/ lnehdes debt serviee an projected new debt (shown in the memorandum items).
2/ Ineludes Naples stack af debt aperation and at least comparabie treatment by other bilateral creditors.

34 After debt relicf beyond HIPC offered by some af the Paris Club creditors.
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Table 9. Senegal: External Debt Indicators, 200222 1/

Actual Projections Averages
2002 2003 2004 2065 2006 2007 2008 20049 2010 2011 2012 017 2022 2002-12  2013-22
(In percent)

After traditional debt relief mechanisms 2/
NPV of debi-lo-GDI ratio 50.0 38.9 352 2.8 307 288 27.2 257 24.4 23.3 223 18.5 14.8 289 18.t
NPV of deht-to-exports ratio 3/ 4/ 179.0 157.9 1393 126.8 1208 114.9 t09.6 1047 100.2 96.3 93 787 64.2 164 LR
NPV of debt-ta-revenue ratio 5/ 2418 203.1 182.9 169.5 158.6 1474 137.6 1242 1219 115.6 103 88.8 T0.3 147.6 873
Diebt service-io-exports ratic 3/ 122 17.2 1.1 10.1 B.R 7.9 7.2 6.6 a1 5.5 4.7 4.0 9.3 4.7
Dbt service-to-revenue ratio 5/ 1B.0 24.4 15.6 14.0 19 L] 2.5 4.5 7 05b 5.6 4.7 2.7 5.6
After enhanced HIPC assistance
NI'V of debit-to-GDP ratio 49.8 8.9 8.0 2749 26.7 255 24.4 234 224 215 207 17.4 14,1 26.0 17.1
NPV of debt-ta-cxports ratio 37 4/ 1783 157.7 114.8 107.8 1053 101.7 98.4 954 921 889 86.3 74.2 al.3 104.9 72

NPV of debt-to-exports ratio {existing debt only) 178.1 153.4 W6 93.0 86.2 8.6 718 655 58.2 535 48,38 29.3 159 Bi4 287
NPV of debi-to-exporis ratio afier fidf

delivery in 2002 37/ 4/ 6/ 1439 1279 114.8 107.8 1053 1017 98.4 45.4 b2l 1) 863 742 615 1019 728
NPV of debt-1o-revenue rutio 5/ 240.6 2029 150.7 144.1 138.2 1304 123.6 i17.8 112.0 6.7 1023 18 67.3 13249 823
NPV of debt fo revenues ratio after full

delivery in 2002 5/ 6/ 194.3 i64.5 150.7 1441 138.2 130.4 123.6 1178 11210 1667 102.3 838 67.3 129.0 82.3
Debt service-tn-exports ratio 3/ i0.1 13.1 6.6 68 67 6.0 55 5.7 3.5 4.9 4.4 38 7.1 4.3
Debt service-to-revenme taiio 5/ 14.9 18.5 .3 5.4 9.0 8.0 7.2 7.4 7.0 6.2 3 4.4 9.7 5.2
After bilateral debt relief heyond HIPC assistance 7/
NPV of debt-to-GDP ratio 38.7 219 234 229 22 2i4 208 20 19.4 THO 16.2 134 232 15.9
NPV of debt to exponts ratia 3/ 4/ 1570 Y45 90.5 §0.0 882 86.6 35.0 828 503 8.0 ab.s 5H.3 3.4 67.4
NPV of debl te exporis ratio after fulf

delivery in 2002 3/ 47 6/ 158 104.0 945 90.5 90.0 832 806 250 B2.8 H0.3 TH.O 9.5 5H.3 RA.0 075
NPV of debt-to-revenue ratio §/ 2020 1241 121.0 L18.1 113.2 108.7 [05.0 100.7 96.6 Q3.1 7.5 038 1182 To.R
NP'Y of debr to revenues ratio after full

delivery in 2002 5/ 6/ 156.5 1339 124.1 1214 1181 113.2 1087 105.0 100,7 6.6 931 785 618 111.4 76.8
Lebt service-to-exports ratic 3/ 92 10.9 4.5 49 51 4.7 4.2 4.8 4.8 4.4 4.0 35 5.7 EX]
Dbt service-to-revenue ratio 5/ 13.6 15.4 6.3 6.8 6.9 6.2 5.6 62 6.1 5.5 4.7 4.1 7.9 7
Memorandum items: {In millions ot LS. dollars}

NPV of debt after enhanced HIPC assistance 2,514 2,493 1,945 2,034 2,084 2,130 2,183 2,252 2,313 2,374 2,400 2,494 3,285 2,233 2920

Debt serviee after enhanced HIPC assistance 183 245 131 142 147 142 138 152 136 149 182 216 159 136

Gpr 5,052 6.413 6,881 7,308 7,796 §,355 8,954 9627 10,334 11,083 11,873 16,627 23259 8,863 17516

Exports of geods and services 3/ 1,522 1.B19 1,871 1,980 2089 2216 2355 2,509 2,672 2846 3030 4145 5684 2,339 4,350

Exports of goods and services (3-year moving ave.) 3/ 1,411 1.581 1,737 LBOo¢ 158G 2085 2220 2360 2512 2676 2850 3898 5342 2,190 4,090

Government revenue 5/ 1,045 1,229 1,323 1,414 1,509 1,633 1,768 1,91 2,065 2,220 2,405 3453 4.883 1,745 3,640

Sources: Senegalcse authoritics; and Bank/Fund stafl estimales and projections.
1/ All debt indicatars refer to public and publicly guaranteed (PP(3) debt and are defined after rescheduling, unless otherwise indicated.

2/ Reflects the 1998 Pans Club stock-of-debt operation on Naples terms and assumcs comparable treatment from ather official bilateral and commercial creditors.

3 As defined in IMF, Balance of Payments Manuai | 5th edition, 1993,

4/ Based on a three-year average of exports on the previous year {e.g., export average over 2000-02 for NPV of debt-to-exports ratio in 2(62).

5! Revenue is defined as central government revenue, excluding prants,

&/ Assuming full delivery of HIPC assistance at end-2002.

7 Some Paris Club creditors have agreed to extend additional debt relief beyond 11IPC assistance.
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Tuble 10. Senegal: Debt Sensitivity Analysis, 2003-22

(Ratios in percent, unless otherwisc indicated)

2003 2004 2005 2010 2015 2014 2020 2021 2022 Average Average
2003-15  2016-22
Baseline scenario
NPV of deht o exports 157.1 114.2 107.3 916 7R7 6%.1 6.6 o4.0 ar4 99.0 69.0
Dbt service o exports 10.0 13.1 0.6 57 4.7 4.1 4.0 3. 338 6.3 4.1
Dcbt service to revenue 14.9 18.5 9.2 7.4 5.7 49 4.7 46 4.4 88 4.9
Memorandum items ;
NPV of debt (millions of 1.8, daliars) 24843 1,984.0 2,027.0 23014 27073 30534 31337 32087 32793 23134 3,046 8
Of which: new debt 68.6 195.2 2792 B255 14673 20312 217000 2,305.0 24332 733.4 2,027.1
Debt service (millions of TS, doltars) 1827 244.8 1306 152.0 1701 1933 199.4 2079 2135.1 1593 194.4
Of which: new deht 1.1 32 4.4 200 576 84.3 913 1018 1142 221 $6.3
Secenario 1: Lower grants financed by increased horrowing at IDA terms
NPV of debt to exports 157.1 114.2 107.3 93.7 B7.0 721 76.8 743 718 1023 788
Debt service to cxporls 10.0 13.1 59 48 45 4.4 43 4.2 6.6 4.5
Dbt service to revenue 14.9 18.5 92 1.6 a0 53 5.1 50 4.9 a8 53
Memorandum items :
NI'V of debt {millions of U.8. dollars) 2,4843 1,984.0 2,027.0 2.403.1 29916 349573 36143 3,727.6 3,836.0 24138 3,488.0
Qf whick: new debt 68.6 1952 2792 9433 1,763.7 2,482.7 26597 28321 2,497.5 8436 2,4778
Debt service {millions of L).5. doblars) 182.7 244.8 1306 1366 179.4 210.6 2188 2294 2388 160.9 2119
Of which: new debt 11 3.2 4.4 218 67.1 iolo 111.2 123.0 138.2 24.6 104.1
Scenario 2; Lower grants financed by non-concessional borrowing
NIV of debt to exports 157.1 114.2 1073 1057 94.2 804 Tho 729 621 Lo&8.7 802
Dcbt service to exporta 10.0 13.1 6.6 8.5 59 B2 79 76 73 g6 8.2
Debt service 1o revenue 14.9 185 9.2 11.0 16.9 8.6 9.2 g8 8.4 1.4 9.6
Memorandunt items :
NPV af debt (millions of U.S, dollars) 2,4843 1,984.0 2,027.0 2,655.3 3,238.5 3,5523 3,608.4 3.654.8 3,693.3 2,583.1 3,534.8
Of which: new debt 686 195.2 2792 1,195.4 20106 2,539.8 26539 27594 2,854.7 LOISA 2,524.7
Debt serviee (millions of LS, dollars) 182.7 244.8 130.6 2378 3270 3847 394.1 404.5 412.6 2219 3833
Of which: new debt 1.1 32 4.4 931 214.6 276.0 286.5 298.7 312.0 836 2754
Scenarie 3: Terms of trade shack (financing gaps closed with concessional horrawing )
NPV of debt to exports 157.1 114.2 107.3 98.6 84.6 736 709 68.1 65.3 103.5 73.6
Deht service to exports 10.0 13.1 6.6 59 5.0 43 4.2 4.1 4.0 o6 4.4
[cbt service to revenus 14.9 18.3 9.2 6.7 5.5 47 4,5 4.4 4.3 82 448
Memorandum items
NPV of debt {miilions of 11.5. dollars) 24843 1.984.0 20270 24772 2,908.3 3,254.4 3,338.2 3,416.6 3,490.8 2,437.1 32493
Of which: new debt 68.6 195.2 2792 10174 1.680.4 2.241.9 2,383.6 2,521.2 26522 8691 22392
Debt service (millions of U.8. dollars) 182.7 2448 130.6 1576 1844 2033 2095 218.1 2254 162.5 206.5
Of which: new debt 1.1 32 4.4 225 720 94.6 101.9 112.2 124.8 26.2 98.6
Scenario 4: Slower growth in export volunie and in real GDP growth (financing paps clysed with borrewing )
NPV of debt to exports 157.1 114.2 167.3 98.5 955 92.2 a1z 90.1 88.9 1G5.2 92.0
Deht service to exports 10.0 131 6.6 6.8 59 5.8 58 538 57 6.8 5.8
Debt service (o revenue 14.9 185 912 7 6.9 6.5 0.4 6.3 6.2 9.1 6.3
Memaranduni ftems
NPV of debt (millions of 1.5, dollars) 2,484.3 1,984.0 2.027.0 23974 3,058.3 3,693.4 3,867.8 4,045.8 4,229.5 24214 3,704.9
Of which: new debt 64.6 195.2 2792 8373 1,830.4 2,580.9 29132 3,150.4 3,3%1.0 8534 2,694.8
Debt scrvice (millions of U.S. dollars) 182.7 2448 130.6 1533 195.0 2460 2583 274.0 2885 164.1 2484
Qf which: new debt 1.1 3.2 4.4 2.6 86.7 137.2 150.8 168.2 187.9 27.8 140.5

Sources: Sencgalese authoritics and Bank /Fund staff estimates and prajections.
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Table il. Senegal: Possible Delivery of IDA HIPC Assistance, 2000-11 i/

(In miilions of U.5. dollars, unless otherwise mdicated)

2008 2001 2002 2003 2004 2005 2006 2007 2008 2009 2610 2011
Debt service before HIPC assistance 26.20 28.56 30.00 3led 3327 3586 38.12 40.60 43.71 44.67 4778 4879
Savings on debt service to [A 2/ 3/ 499 14.32 15,04 1107 HL.82 17.98 19.12 2036 21.92 22.53 3.70 -
Debt service after HII'C assistance 21.20 14.24 1493 20.56 2245 17.88 19.00 20.24 21.79 2212 42.08 48,79
Memorandum item;
IDA debt reficf as a percentage of TDA
debt service duc {in pereent) 17.48 4774 47.55 33.28 3047 47.18 47.09 46.57 49.07 47.21 11.68 0.00
Interim assistance 4/ 41.40
Interim reliel as percent of total 4/ 3349

Sources: Scnegalese authorities; and [TDA starff estimates.

1/ Numbers in this table differ from those shewn in Table 10, as this table presents numbers asing discount and ¢xchange rates as of end-1998 and not as of end-2002.
2/ Tramslates into USS123.6 million in NPV terms, using end-1998 discount and exchange rates.

3/ The drop in savings on debt service to DA in the years 2603 and 2004 is due to the exhaustion of interim relief.
[nterim relief wes exhausted when the accumulated interim relief reached one-third of the total target of [DHA relief

As a consequence of the exhaustion of interim relief before the completion point, TTA debt relief’ will be extended by six menths into 2010.

4/ In net present value (NPV) terms.

- 0%



Tabie 12. Sencgal: Delivery of IMF Assistanice under the Enhanced HIPC Initiative, 2000-08 1/

(In millions of SDRs, unless otherwise indicated)

Actnal
2000 21 2002 2003 2004 2005 2006 2007 2008
Delivery schedule of TMF assistance (in percent of tota] assistance) 42 5.9 10.0 15.0 250 250 10.8 0.0 0.4
Debt service duc on IME obligations 2/ 10.6 229 18.2 27 28.7 KR 230 16.3 9.1
Principal 9.0 21.1 16.8 203 273 297 219 15.3 X.2
Interest 1.5 1.8 14 1.4 1.4 1.2 {1 1.0 09
TMT assistance—deposits info Senegaf's account
Inlerim assistance 1.690 3.087 3387 5.080 1066
Complelion point assistance 3/ 19.450
IMF sassistance--drawdown schedule 4/ 14 3.4 3.4 51 10.1 11.0 349 - --
IMFE assistance without interest 1.4 33 314 5.1 8.450 K3 aT - --
Estimated interast earnings - o0 0.0 0.0 1.7 2.5 23 - -
Debt service due on current IME obligations after TMF assistance 91 19.6 14.8 16.6 18.6 240.0 17.0 14.3 9.1
Share of debt service due an IMT obligations covered by
IMF assistance (in percent) 15.6 i4.7 139 23.5 353 338 258 - -
Propostion (in percent) of cach repayment falling due during the period to he paid
by IMF Initiative assistance from the principal deposited in Senepals account 15.9 15.9 0.2 25.0 30.9 28.4 16.7 - -
Memorandum jtems:
Total debt service due {in millions of U 5. dollarsy 3/ 171 167 198.4 221.5 3223 2203 211.3 193.9 L1866
Dbt service due on IME obligations (in millions of U.S. dollars) 137 29.6 23.1 47.2 48.2 43.1 361 27.3 24.0
Drebt service due on current IMF obligations afler IMF assistance 1.9 252 187 40.3 34.4 28.2 2R 78 24.0
{in percent of exports} 0.9 1.8 12 2.2 1.8 1.4 1.3 1.3 1.0
Share of total debt service covered by IMF assistance {in percent) 0.8 2.0 17 2.3 il 5.0 2.8 - -

Sources Senegalese authoritics; and Fund staff estimates.

L/ Total IMF assisiance wnder the enhanced HIPC Tuitiadive is SDR33.8 million, calculated on the basis of data available at the dacizion point, reached on June 21, 2000, excluding interest eamed on Senepal's

account and on committed but undisburzed amounis as deseribad in footnote 4.

2/ Fortheoming obligations estimated based on rates and principal schedules in effect as of end-May 2000, Interest obiigations include net SDR charges and assessments. Data for 2000 are from September

onward, and data for 2002 and 2003 are from May through December, and for 2004-from Fehruary through December as appraved by the Board in 2000-04.
3/ A final disbursernent of assistance in the amount of SDR 19.4% million plus accumulated interest income acerued duting the interim period is to be disbursed into Senepal's account al the assurmed completion

point in April 2004,

4 Ineludes estimated interest camings on (1) amounts held in Sencgal's account and (2) amounts committed but not yet disbursed up to the completion point. It is assumed that these amoants eam a rate of return
of 5 peccent in SDR lerms; aclual interest earnings may be higher or lower. Interest acerued on {1) during a calendar year will be used foward the first repayment obligation(s) falling due in the following calendar
year except jn the finat year, when it will be used toward payment of the final obligation{s) falling due in that year. hiterest accrued on {2) during the interim period will be vsed toward the repayment of obligations

falling due during the three years afier the camplelion point,
Sf Adfter traditional debt-relief mechanisms.
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Table 13. Sencgal: Stalus of Creditor Participation Under the Enhanced HIPC Initative

Brebt relief
in NP¥ terms
(LI5S millions) 1/

Percentagr of
total aszistance

Subisfiactory
eply

Modalitics to
deliver debt relicf

1A

IMF

AIDB

EIR-FU

IFAD

OP'EC Fund

NDF

IsDB

ECOWAS

BADEA

BCEAO

BOAD

Total multilateral

123.5

44,9

370

36

26

0n

10.6

ER|

51

44

276.0

253

3l

0.5

0.1

22

0.6

0.9

w
=
n

Yes

1.4,

IDA reliefis being provided over ten years (2000-10), Interim assistunce huy
been provided equivalent to a 30,15 percent reduction an Scnepal's debt
service to IDA. As of mid-September 2003, interim assistance was sxhausted,
as the ceiling of onc-third of tta! NPV relict had been reached. After
cuimpletion point, assislance will resume in the same manner as interim reljef,
In order to compensate for the interruption of reliel, provision of relief after
completion point will have 1o be extended by seven months with a reduetinn
[acwor of 51.04 percent [or these additional months.

IMF assistance will he delivered through grants from the PRGE/HIPC Trust
Fund to the member's umbrella account. These resources, plus accrucd
interest, will be used to reduce the payments falling due. Interim assistance of
about USS 19 mullion has been provided

Interim assistance of US$22.8 mitlion in NIV terms has been provided. Deht
service relicf modalities for irrevocable delivery of debt relict at the
curmpletion point have been agreed with the Scucgelese authorities. The toral
of debt reliel is expeceted to be delivered by May 2006,

From completion poind onward, EU assistance will be delivered through a
buyback of specific EIB und EDF loans. Interim assistance of US$1.9 million
in NPV terms has already been deliverad,

Assistunce will be delivered at the eompletion peint, through u reduction of
deblt service payments on ¢ligible debt by up to 100 percent until the target in
NPV tznus i reached. Modalitics for delivery of assistance remain 1o be
specifiad. Preliminary cstimates show that IFALYs relief could be delivercd
over 4 years,

The OPEC Fund provided aasistance by means of a new concessional US$S 9
million loan whose resourees will be used to meet the debt service payments
dug to the GPEC Fund until the resources ure exhausted. The loan is cstimated
to provide the cquivalent of US$2.4 million in NPV tenns nf the total targeted
reduction o[US$2.6 million,

Asgistance will be delivered at the completion point, through a reduction of
debt service payments on eligible debt by up to 100 pereent until the target in
NPV terms is teached. Preliminary estimates show thal NFD's relief could be
delivered vver three years.

Has agreed in prineiple to partigipzic in the initiative, bat still has to agree an
specific delivery modalities for Senegal.

Has yet to agree to participale in the HIPC Initiative,

1las agreed in principls to participate in the initiative, but still has to agree on
speeific delivery modalitics for Senegal.

Hus agreed in principle to participatc in the initiative, but still hus to agree on
delivery of agsistance in the case of Senegal.

Interim assistance of USS2.8 million has been delivered through the HIPC
Trust Fund. Interim refict was cxhausted after May 2003 as the 40 pereent
ceiling of total relief {in NPV terms) was reached, Modalities of further
delivery after completion point remain to be speeificd. Preliminary projections
suyrest thal the remainder of relief will be delivered over three years.
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Table 13, Sencgal: Stats of Creditor Participation Under Enhanced HIPC Initiatve {concluded)

Drebt reliel Percentage of Satisfactory Modalities to
in NPV terms titis] assistance reply deliver debt relief
(1SS millions) 1/

Paris Cleb erediters

Non-Paris Club creditors

Of which:
Algeria

China

lrag

Kuwail

Ciman

Suudi Arabia

Tatwan Provines of China

United Arab Emnicaies

Commercial creditors
Total bilateral and commercial

Total

126.1 258 Yes [nterim assistance has been provided through a flow rescheduling under
Cologne terms. The remaining HIPC Initiutive assistance will be provided at
the completion puint.

454 17.5
1.8 G4 Na Mo agreement signed.
138 2.8 No No agreement signed.
0.0 0.6 No
318 a5 No No agreement. Has indicated willingness to consider pravidieg rolicf
12 0.2 No No agreement. [ las indicated willingness o consider providing relicf.
216 4.4 No No agreement signed.
113 23 No
19 08 Nu No apgreemeat. Has indicated willingness o consider providing relict.
0.6 0.1 Nu
212, 43.5
488.1 100.0

Sources : Sencgalesc authoritics; and Bank and Fund staff estimates.



Table 14. Senegal:

Countries Covered

ODYA {In pcreent)

Non-013A (In percent)

Paris Club Creditors' Delivery of Debt Relief Under Rilateral Initiatives Beyond the Enhanced HIPC Initiative

_ Provision of Relief

Pre-COD Post-COD Pre-COD Post-COD Decision Paint Completion
{In pescent} Point
- ... n {2 3) 4 ) (53 (6) )
Australia HIPCs 100 1} 100 100 1¢ iy Ié
Austria HIPCs (case-by-case) Casc-by-case (100} Casc-by-case ([0} Case-by-case (LH) - Case-by-case Case-by-case
Beigium HIPCs 100 100 Casc-by-case (100) - o Stock
Canada HIPCs 2 -3/ -3¢ 100 160 HH) flow Stack
Denmark HIPCs 106 Case-hy-case {up to 100} - - - Stock
France HIPCs 100 100 100 - 100 flow 44 Stack
Finland HIPCs a3 98 - - - -
Germany HIPCs 100 100 100 - 160 flow Stock
Ircland - - - - - - -
Taly HIPCs 100 100 3¢ 100 100 5¢ 100 flow Stock
Japan HIPCs 100 100 100 - - Stock
Netherlands HIPCs 100 100 100 - S0-100 Now &/ Stock &
Norway 7 - - - - - - -
Russia Case-by-vase - - - - - Stack
Spain HIPCs 100 Case-by-case Case-by-case Case-by-case - Stock
Sweden Case-by-case -3 -3 Caze-by-case (100) - - Stock
Switzerland HIPCs - ¥ - ¥ Case-hy-case (Case-by-case Case-by-casy, {low Stock
United Kingdom  HIPCs 1141 100 100 100 8/ 100 fow & Stock
United States ~~ HIPCs 100 100 100 100 97 100 flow Stock

Source: Paris Club Secretanat.

Note: Columns (1) to (7) describe the additional debt relief provided following a specific methodology under bilateral initiatives and need to be read as a whwle for
euch creditor. In column (1), "HIPCs" stands for cligible countries effectively qualifying for the HIPC process. A 100 percent” menton i the table means that the
debt relief provided under the enhanced HIPC Initiative famework will be wpped up 1o 100 pereent through a bilateral imtiatuve.

1/ Australia: post-cutoff date non-ODA relief to apply to debts incurred before a date to be finalized; timing details for both flow and stock relief are to be finalized.
2/ Canadu: countries covered include all HIPCs and Bangladesh., Canada has granted a moratorium of debt service as of January 2001 on all debt disbursed before
end-March 1999 for 11 out of 17 HIPCs with debt service due to Canada. The debt will be written off at the completion point. The countries 1o be covered are: Benin,
Bolivia, Cameroen, Ethiopia, Guyana, Honduras, Madagascar, Mali, Senegal, Tanzania, and Zambiz.

3/ 100 percent of QDA claims have already been cancelled on HIPCs, with the exception of Myanmar's debt to Canada.

4/ France: cancellation of 100 percent of debt service on pre-cutofl date commercial claimy as they fall due starting at the decision point. Once countries

have reached their completion point, debt refief on ODA claims will go to a special account and will be used for specific development projects,

5/ Ttaly: cancellation of 10 percent of all debts {pre- and post-COD, OD*A and non-QDA) incurred before fune 20, 1999 (the Cologne Summit). At decision

point canceliation of the related amounts falling due in the interim period. At completion peint cancellation of the stock of remaining debt.

&/ The Netherlunds: QDA: 1040 percent of pre- and post-cutolT date debt will be cancelled at decision point; for non-ODA: in some particular cases (Bolivia,
Burkina Faso, Mali, Ethiopia, Nicaragua, and Tanzania), the Netherlands will write off 100 pereent of the consolidated amounts on the flow at decision point; all
other HIPCs will receive interim relief up to 90 percent reduction of the cousolidated amounts, At completion point, all HIPC countrics will receive 100 percent
cancellation of the remaining stock of the pre-cutoft date debt,

7/ The Norwegian aulhorities have informed the stafl of the Fund and the Warld Bank that assistance beyond the IIIPC Initiative will be forimalized after completion paint,

£/ United Kingdom: "heyond 100 percent” full write-off of all debls of HIPCs as of their decision points, and reimbursement at the decisicn point of any debt service
paid before the decision point.
9/ United States: 100 percent post-cutofT date non-ODA treated on debt assumed prior to 06/20/99 (the Cologne Sununit),

-7y



Table 15. Sencgal: HIPC Initiative: Status of Country Cases Considered Under the Initiative, End-January 2004

Targct B Estimated Total
NPV of Debt-to- Ansistance Levels 17 Percentage Netminal Debt
Diecision Completion Gov. - (In millions of 11.8. dollars, present value) . Reduction Service Relief
Country point paind  Exporis  revenue Multi- World  in NPV of (in millions of
R . . (in percent) Tolal  Bilateral lateral IMF Bank _ Debt 2/ LS. dollars)
Completion point reached under enhanced framework
Benin Jul. 00 Mar. 03 50 265 77 189 24 84 31 461
Baolivia 1,302 425 876 84 194 2,060
Original framework Sep. 97 Sep. 98 223 448 i57 29¢f 29 3d iq4 760
Enkanced framework Feb Jun. 0 {30 854 268 345 35 140 20 1,300
Burkina Faso 353 83 465 57 231 930
Original framework Sep. 87 Juf. 09 205 229 2 196 22 9! 27 40
Enhanced framework Jul 64 Apr. 02 i50 195 35 6! 22 79 30 300
Topping-up Apr. 02 i50 129 /6 112 14 61 24 230
Guyana 591 223 367 75 6% 877
Criginal framework Dec, 97 May 99 07 280 236 ) 65 35 27 24 4460
Enhanced framework Nov. (G0 Dec-03 is0 250 335 132 202 4t 4/ 41) 437
Mali 539 169 370 59 183 ¥Y3
Original framework Sep. 88 Sep. 200 12! 7 L 14 43 4 226
Enhanced framework Sep. G0 Mar. 03 750 447 i32 283 45 i43 29 675
Mauritania Fcb. 00 Jun. 02 137 250 622 261 361 47 100 30 1,100
Mazambique 2,023 1,270 753 143 443 4,300
Original framework Apr. 93 Jun. 99 200 1,717 1,076 641 125 187 3 3,700
Nicaragua Dec. 00 Jan. 04 150 3,308 2,173 1,134 42 191 73 4,500
Tanzania Apr. 00 Nav, 91 150 2028 136 1,020 120 655 54 3.000
[ganda 1,003 {83 &2 160 iz 1,930
Original framewark Apr. 87 Apr. 88 202 347 73 274 ag 160 20 G50
Enhanced framework Feh. (0 May 00 150 656 11y 546 9] 357 37 1,300
Decision point reached under enhanced framewarik
Cameroon Qct. 00 Floating 150 1,260 874 324 37 179 27 2,000
{'had May. 01 Floating 150 170 35 134 1% 6 30 26
Congo, Democratic Rep, of Jul 03 Floating 150 6,311 3,837 2,474 472 831 80 10,380
Eihiopia Nov. 01 Floaling 150 1,275 482 763 34 463 47 1,930
Gambia, The Dec. GG Floating i50 67 17 49 2 22 27 90
Ghana Feb. 02 Floating 6% 250 2,186 1,084 1,102 112 TRl 36 3,700
Guinea Dec. 00 Floating 150 545 215 328 31 152 32 200
Guinea-Bissau Dec. 00 Floating 150 416 212 204 12 93 85 790
Honduras Jul. 00 Floating 1o 250 356 213 340 30 o8 18 900
Madagascar Dec. 40 Floating 150 814 437 157 22 252 40 1,500
Malawi Dee. 00 Floating 150 GA3 163 4810 30 339 44 1,000
Niger Dec. 00 Floating 150 52 211 309 28 170 34 900
Rwanda Dec. 00 Floating 150 452 56 397 44 228 71 800
S&o Tomé and Principe Drec. 00 Floating 150 97 pall 68 - 24 83 200
Sencgal Jun. 00 Floating 133 250 488 153 259 45 124 19 B350
Sicrra Leone Mar. 02 Floating 150 600 205 354 123 122 B0 950
Zambia Dec. 00 Floating 130 2,499 1,168 1,331 602 4593 63 3,850
Preliminary HIPC document issued
Céte d'Tvoire Mar, 98 3/ 141 280 345 163 182 23 91 6 4/ 800
Total assistance provided/committed 31,475 15489 15815 2517 5 7230 51,781
Cote dvoire 6/ 9l 250 2,569 1,027 gls 166 438 37 3,900

oY

Sources: [MF and World Bank Board decisions, completion point documents, decision point decuments, preliminary HIPC documents, and siail caleulutions.

1/ Assistance levels are at countries respective decision ar complelion pomnts, as applicable.

2/ 1ln pereend of the net prescrd value ol debt at the deeision ar completion point (as applicable), afler the full use of traditional debt-celief mechanisnis,

3¢ Cdie d'Ivoire reached its decision point under the osiginal framewaork in March 1998, The Lotal amound of assistance eonumitted thereunder was US$345 milion in NPV {erms.
4/ Monreschedulable debt 10 non-Paris Cluh oficial hilsteral creditors and the London Club, which was already subject o a highly concessional restructuring, is

excluded rom the NPVofdebd al the completion poing in the calculation ofthis ratio.

5/ Equivalenl to SDR 1,695 mitlion at an SDRAUSD exchange rate af0.6732, as of February 2. 2004

6/ It is suggested thal enhanced HIPC reliel for Cowe d'Tveire overtake the commitments made under the original HIPC framewaork,



Table 16. Senegal: Projected Assistance Under the HIPC Inititiative at the Decision Point 1/

NFV of debi-

SCENARIO I EXPORT CRITERIGN

Tutal Assistance at the completion point
on the basis of decision point data 2/
Tatal Bilateral 3/ Multilateral Common

{In millions of US dollars)} Reduction Fuctor

NPV of debt-

SCENARIO II: FISCAL CRITERION

Total Assistance at the completion point
ot the basis of decision point data 2/
Tonal Bilateral 3/ Multilateral Common

(In millions of 'S dollas) Rethwetion Factor

Memorandum Ttems

Reguired NPV debt
reduction on bilawral
debt based on com-

to-exports-target at the decision to-Tevenue-targat ar the decision parable reatment of
{in percent) puint 4¢ {in percent) peint 4/ overall exposure 5/
150 228 99 129 9.0% 250 458 22 276 10.3%;

NPV of debt 5f
Multilateral institutions
Paris Club

Ofwhich: pre-cutoff non-ODA debt
Non-Paris Club bilaterals

Of which: pre-cutoff non-ODA debt
Commereial ereditors (all reschedulable)
3-year average of exports 6/

Current-year exports

2,534 i1 1,434
1,434
655
336
443
53

1,538
1,613

NPY of debl-to-expurts ratio 6/

163

NPV af debt 3/
Multilateral institations
Paris Club

Of which: pre-cutotf non-CDA debt
Non-Paris Club bilaterals

Ofwhich: pre-cutoff non-ODA debt
Commercial creditors (alf reschedulable)
Government tevenuc
Exports-to-GDT ratio 7/
Revemies-to-GDP ratio 7/ 8/

2,534 1,101 1,434
1,434

655

336

443

53

Big
3%
17%

iNPV ol debt-to-revenue ratio

310 |

3%
T
T3%
121%

Sources: Sencgalese authoritics; and staff cstimates and projections.

1/ The proportional burden sharing approach is described in "HIPC Initiztive—Estimated Costs and Burden Sharing Appreaches.”

2/ Includes a stock-of-debt operation on Naples terms (June 1998) and hypothetical appropriate comparable treatment by other official

bilateral creditors at the end of 1998,

3/ Includes official bilatcral creditors and commercial debt.

4/ Each creditor's NPV reduction in percent of its exposure at the deeiston point.
5/ Incfudes action under raditional relief mechanisms.

6/ Based on latest data available at decision point after full application of traditicnal debt reliet mechanisms.

7/ Based on the three-year export average (backward-looking average) ending in the year prececding the base year (i.c., 1996-58)
8/ Simple historical three-year averages {1996-98).

9/ Bascd on central government revenue, excluding granis.

=~ 9%
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External Debt Management'

L. The responsibility for debt management rests with the Ministry of Finance and
Economic Affairs (MoF), specifically through its debt unit (Direction de la Dette et de
I'Investissement (DDI). The DDI monitors public and publicly guaranteed debt, although
coordination of debt management is shared by national agencies, notably the Direction
Générale de la Comptabilité Publique et du Trésor (DGCPT) and the Bangue Centrale des
Etats de 'Afrique de I'Ouest (BCEAO). Coordination among the various agencies has posed
some challenges at times but has improved in the recent past, as evidenced by Senegal’s
ability to remain current in debt servicing and generally avoid payment delays (or technical
arrears). A Coordination Commiittee has been cstablished to address some of the weaknesses
in information transmission among the agencies. The committee will seek to reinforce
information sharing between the unit in charge of managing public debt and those involved
in the design of the macroeconomic framework.

2, Although borrowing has been prudent on the part of government and its public
enterprises, steps to consolidate the policy stance of prudent borrowing were taken
recently. In particular, over recent years, state enterprises have been subjected to the same
restrictions on direct borrowing at nonconcessional terms as those imposed on the
government. To ensure compliance, a government circular letter was sent to all concerned
public institutions on November 24, 2003, instructing them to seek authorization from the
Ministry of Finance prior to contracting external liabilities. The Coordination Committee, as
part of its role of monitoring and conducting surveillance on debt-management issues, will
closely watch the external borrowing practices of state entcrprises. This will be done by a
unit at the Cabinet level which is charged with monitoring compliance of the government
circular,

3. In recent years, efforts have been made to address identified shortcomings in
debt management, particularly in the area of human and technical resources. The
number of personnel assigned to debt management has been increased, more training given,
user skills improved, proecedure manuals elaborated, and the in-house software upgraded.
However, the number and qualifications of staff need to be strengthened further,
Additionally, work appears to be unevenly distributed among existing staff. Further training
is desirable in order to enhance analytical skills and broaden the base of expert staff, as is the
additional upgrading of the in-house software so as to make it more suitable for high quality
debt analysis. Furthermore, the currently available locations and the work organization could
be further improved in order to gain efficiency, improve information sharing for the
Coordination Committee, and to facilitate better archiving of documents.

' The assessment is based partly on updated responses to the guestionnaire on debt management that was
undertaken for purposes of the Board paper dated 3/22/02 and titled “External Debt Management in Heavily
Indebted Poor Countries.” The authorities are also giving consideration to some key recommendations from
Debt Relicf International for purposes of improving debt management practices.
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4. There is also a need to improve the coverage of state enterprise debt. Ad hoc
surveys of borrowing by state enterprises were undertaken at the time of the completion
point, but more frequent and regular surveys would need to be undertaken to improve the
database to allow for closer monitoring of ongoing borrowing activily and to improve debt
sustainability analysis with better and more up-to-date information. Other improvements
could include regular debt sustainability analyses, comprehensive annual assessment of the
impact of public debt on the budget, and comprehensive evaluations of the impact of ncw
borrowing on the overall public debt portfolio and interest rates.
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Public Expenditure Tracking

1. This appendix describes how tracking of public expenditures in Senegal (including
HIPC-related expenditures) has evelved in recent years and summarizes the main findings of
the Assessment and Action Plan Mission (AAP) that visited Dakar in February 2004, The
description refers to all government expenditures, and not only to HIPC related funds, since,
as noted by the Boards of the IMF and the World Bank, a country could easily offset HIPC
assistance earmarked for poverty-reducing programs by lowering its own spending on those
programs.'

I. PUBLIC EXPENDITURE TRACKING IN SENEGAL

2. Since early 2002, significant progress has been realized in the tracking of public
expenditure in Senegal. The main achievement has been the implementation of a
software that is capable of tracking, by broad categories of spending, all nonwage
current expenditures and capital expenditures financed with domestic resources. This
software 1s operative at the General Directorate of Finance (Direction des Operations
Financieres), the Budget Directorate and the Debt and Investment Directorate. However, the
connection of this software to the wage bill has been delayed because of technical
difficulties. In the course of discussions for the second review under the PRGF, the
authorities confirmed their plans to connect, during the first half of 2004, not only the wage
bill but also the information on capital expenditures financed with external resources to the
software that monitors the expenditure chain.

3. The current system can only track expenditures during the administrative phase of the
expenditure chain (i.e., from engagement to ordonnancement) and does not cover the
payment stage. The authorities are fully aware of this caveat and plan to remedy it in the next
few months by linking the treasury to the data-sharing system used by the Budget
Directorate and the Debt and Investment Directorate. Once the treasury is fully
connected to the system, it will be possible to monitor the entire expenditure chain and to
issue monthly reports, by broad category of expenditures, on (a) the amounts of expenditures
for which the commitment has been made, and (b) the amounts that have been paid.

4. To solve the difficulties described above, the government received technical
assistance from Céte d’Ivoire and has decided to install a new software (SIGFIP) that will
replace the current software (GESDEP). This new software will have the ability to track
all current and capital expenditures from the commitment to the payment stage. The
new software 1s technically more efficient than the current one, can better handle
compatibility issues associated with the nomenclature used by each type of expenditure and
will also be compatible with the software (ASTER) that will be installed at the treasury with

' See Board Paper Actions to Strengthen the Tracking of Poverty-Reducing Public Spending in Heavily
Indebted Poor Countries. (www.imf.org, 3/21/02).
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technical assistance from France. It is expected that SIGFIP will be put in place by the end of
July 2004.

II. EXCEPTIONAL BUDGET EXECUTION PROCEDURES

S. The stock of operations paid through exceptional procedures (Avances de Trésorie
(AT) and Paiements par Anticipation (PA)) has been reduced significantly and during 2003
remained well below CFAF 28.2 billion that were set as a target by the PRGF-supported
program. This decline contributes to increase transparency of budget execution since ATs
and PAs do not follow normal expenditure procedures.

III. TRACKING OF HIPC-RELATED EXPENDITURES

6. The tracking of HIPC-related expenditures is carried out by a special committee
(Comite de Suivi des resources de [’Initiative PPTE) within the Debt and Investment
Directorate (DDI). This committee follows the mobilization of resources associated with the
partial cancellation of external debt associated with the HIPC initiative. Each year HIPC-
related savings are deposited in an account at the BCEAQ and are then utilized in accordance
with a spending plan approved under a supplementary budget law (Loi de Finance
Rectificative).

7. During 2003, CFAF 43.7 billion of HIPC resources were authorized to be spent
by a Loi de finance rectificative. Due to capacity constraints, it was expected that no more
than CFAF 32.8 billion (about 75 percent of the authorized amount) would be executed in
2003, and the rest in 2004. In the event, actual HIPC expenditures committed in 2003
reached CFAF 28.3 billion,” the remaining resources accumulated in the government’s
account at the BCEAOQ.

? Of these CFAF 28.3 billion, CFAF 1.3 billion were resources remaining from the Lo de finance rectificative
of 2001.
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Table 1. Allocation of HIPC Expenditurcs
2000 2001 2002 2003
{In billions of CFA francs)

Current Expenditures 4.2 4.2 0.0 0.0
Capital Expenditures

Health and Nutrition - 0.0 0.6 0.9

Education - 0.0 1.2 0.3

Social Development - 0.0 0.3 7.9

Transport - 1.4 3.6 5.4

Rural Aid/Agriculture - 0.0 0.0 5.9

Water Supply - 0.0 5.7 1.4

Others - 0.0 0.0 4.1
Total 4.2 5.6 11.4 23.9
Sources: Senegalese authorities; and Stail estimates, Expenditure tracking is based on
movements in the HIPC account at the Central Bank. Data are therefore not directly
comparable with information from the fiscal tables (TOFE) in the staff reports, where
data are recorded on a commitment basis.

TV. EVOLUTION OF PUBLIC SOCIAL EXPENDITURES®

g. Since 2001, the government has put an increasing emphasis on sectors defined as
priorities in its PRSP. Aggregate government expenditures on health and education
have increased in real terms, as a percentage of GDP, and as a percentage of total
public e:xpenditures.4 The share of public expenditures allocated to these two sectors
increased from 23 percent of total public expenditures in 2001 to 26.5 percent in 2003,
During the same period the ratio of social expenditures to GDP increased from 5 to 6 percent
of GDP. Although these might indeed seem small increases, they point in the right direction.
However, most of these increases were in the form of current expenditures. Greater efforts
are needed, for example, to increase the importance of capital cxpenditures in the social
sector. This is especially important for capital expenditures tinanced domestically, which did
not increase significantly between 2000 and 2003. In addition, there are important differences
between the evolution of expenditures in the education and health sectors. In fact, the entirc

? For the purposes of this scction, public social expenditures are defined as current and capital expenditures on
health and education.

#2001 is a good benchmark year for comparison. Although the full PRSP was not produced until the end of
2002, work had been ongoing since 2000 (with the preparation of the Interim PRSP). Hence, it is reasonable to
assume that by 2002, the impact (if any) of the new priorities for the social sectors emphasized in the PRSP
would be felt.
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increase in social expenditures is accounted for by the evolution of expenditures on
education. Between 2000 and 2003 total expenditures on health actually declined from 1.3 to
1.1 percent of GDP, and from 6.4 to 5.1 percent of total expenditures.

Table 2. Evolution of Health and Education Expenditures in Senegal, 2000-03

2000 2001 2002 2003
(In billions of CFA francs)
Education 114.0 126.5 136.0 181.4
Current 947 1095 1156 138.0
Capital 19.3 17.0 20.4 43.4
Domestically Financed 9.2 3.9 9.9 11.4
Externally Financed 10.1 8.1 10.5 32.0
Health 40.1 42.1 54.2 43.5
Current 22.1 25.0 281 12.4
Capital 18.0 17.1 26.1 311
Domestically Financed 5.6 6.4 9.9 9.0
Externally Financed 12.4 10.7 16.2 221
Total Expenditures 623.1  733.0 7303 350.0
GDP 3114.0 33796 35106 3768.8
(In percent of GDP)
Education 3.6 37 39 4.8
Health 1.3 1.2 1.5 1.2
Total Social 4.9 4.9 54 59
(In percent of total expenditure)
Education 18.3 17.2 18.6 21.3
Health 6.4 57 7.4 5.1
Total social 24.7 23.0 26.0 26.5

Sources: Senegalese authorities; and staff estimates.

V. MAIN FINDINGS ON THE ASSESSMENT AND ACTION PLAN (AAP) MISSION

9. The joint IME/World Bank mission found that Senegal has made significant progress
in public expenditure management since the last assessment conducted in 2001. On a
preliminary basis, it is proposed that of the sixteen indicators chosen in the assessment and
action plan, Senegal now meects 7 of the established benchmarks (against 4 at the time of the
last mission).

10, The most important progress has occurred in the arcas of tracking of public
expenditures, notably in priority areas defined in the PRSP, internal controls, and the
preparation of budgets. However, significant improvements are still needed in audits and
external controls, which suffer from serious shortcomings. The coordination between the
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treasury and the Cour des Comptes has to be improved on an urgent basis. There is also a
need to reinforce the internal capacity of this last institution, with the technical and financial
support of donors. Lastly, the procurement system is not fully effective, despite the recent
changes in the legal framework. The authorities have endorsed the reforms identified in the
recent Country Procurement Assessment Report (CPAR) action plan.
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Poverty Assessment

1. A Poverty Assessment report for Senegal, prepared in collaboration with the
Senegalese authorities, is under completion at the World Bank. This annex presents
preliminary estimates of the recent trend in poverty in Senegal, as well as the main areas of
analysis discussed in the report.

2. Poverty trends. In the early 1990s, Senegal suffered from an overvalued exchange
rate, resuliing in significant external imbalances and a low average annual GDP growth rate
of 1.0 percent. The 1994 devaluation of the CFA franc, combined with a stable
macroeconomic environment in the second half of the 1990s generated higher real GDP
growth, averaging at 4.9 percent per annum during 1994-2000. Preliminary estimates of
poverty based on the 1994-95 and 2001 household surveys suggest that growth had a
signiftcant impact on poverty. As shown in Table 1, the share of the population living in
poverty decreased from 67.9 percent in 1994 (61.4 percent of households) to 57.1 percent in
2001 (48.5 percent of households). The decrease was largest in Dakar and other urban areas,
while two-thirds of the population remains poor in rural areas.

Tablel ":mlf'ﬂgyg;:!:y Trend in Senegal, 1994-2001

National Dakar Other urban Rural
Share of households
Headcount index 1994 61.4% 49.7% 62.6% 65.9%
Headcount index 2001 48.5% 33.3% 43.3% 57.5%
Share of population
Hecadcount index 1994 67.9% 56.4% 70.7% 71.0%
Headcount index 2001 57.1% 42.0% 50.1% 65.2%
Sourcs: DPS; and World Bank (2003).
3. Beyond the above estimates of the trend in poverty, the report analyzes the challenge

of reducing poverty, first from a macroeconomic point of view (by discussing growth,
taxation, and public spending) and then from a microeconomic point of view (by analyzing
houscholds’ perceptions of poverty and their prioritics as well as household-level
determinants of poverty). A special attention 1s given to education and health, including the
role of improvements in service delivery for these two sectors, notably through the
decentralization process initiated over the past few years.

4. The realism of the poverty reduction targets and spending scenarios in the PRSP
are discussed from a macroeconomic point of view. Since poverty is reduced when the
economy grows (and when inequality is reduced), Senegal’s past growth performance and
future growth potential is evaluated in terms of recent reductions in poverty and simulations
of future reductions. The links between growth, taxation, and public spending, with a brief
look at the impact of taxation and public spending on the poor are also examined. Increasing
spending on the social sectors will require reallocations within the budget, which is not easy
especially in a country with high debt levels. This also means that apart from spending more,
it will be necessary to increase the quality of spending in order to reach the targets put
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forward in the PRSP. Finally, the last section looks at the debt and fiscal sustainability of the
scenarios proposed in the PRSP.

5. Households’ perceptions of poverty and their priorities for public action also
matter for identifying policy actions. Some interesting results emerge from this analysis,
including the fact that the prionties of communities and houscholds are not necessarily the
same. Another interesting finding is that generating employment for young people and
reducing the prices of consumption goods are high on the population’s agenda. Household’s
size, structure, education, land, livestock, and employment affect significantly its level of
consumption on its probability of being poor. The returns to education appear to be low,
suggesting that the education provided in Senegal is largely of low quality. Also, poverty is
associated with unemployment and low quality employment, hence the high priority that the
population puts on creating employment opportunities.

6. Education, the access to and its quality, is a one of the major determinants of
poverty in Senegal. In 1998, after extensive consultation with donors, educational
organizations, and members of the public, the government of Senegal (GOS) introduced a
Ten-Year Education and Training Program with the aim of achieving universal coverage of
primary education by 2010, Progress toward this objective was to be facilitated by
reorganizing the education budget to favor primary cducation. Today, however, spending on
education remains highly unequal, with a relatively small minority of students reaping the
majority of the benefits. The challenge remains to promote basic education while at the same
time meeting the needs of a modernizing economy and remaining within a limited budget.
One way to move towards these combined goals would be to increase both equity and
efficiency in public spending, in order to improve access and quality. Increasing equity
involves ensuring that all population groups have an equal opportunity to participatc in and
benefit from schooling. This objective will require correcting the imbalance in public
spending that favors higher education at the expense of primary education. Efficiency refers
to the use of resources to achieve better outcomes within each cycle. Gains in efficiency, and
also in quality, could be achieved by better allocating existing resources within each cycle in
the context of decentralization.

7. Health issues, especially those that affect the poor, will determine Senegal’s
ability to reach its Millennium Development Goals. While the levels of health indicators
are not far from what could be expected for a country at Senegal’s level of development, the
inequality in the indicators is greater than expected, especially across regions. Some
indicators have actually deteriorated in recent years, focusing specifically on vaccination
rates, and on the determinants of these rates. Reorganizing this sector appears to be a top
priority, including aspects related to decentrahization and service delivery at the local level.

8. Decentralization affects the delivery of education and health services. Greater
financial resources will be needed at the local level to enable local governments to carry out
in full the functions for which they have been responsible by law since 1996. Indeed, the
funds allocated to local governments have been insufficient, and few resources have been
carmarked for funding the transition from central governance to decentralization. The system
for transferring resources from the central government to local governments suffers from
inefficiencies and needs to be made simpler. This will require significant training and
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capacity building at the local levels so that the central government will feel confident that the
funds will be well used once they have been released. However, decentralization will also
require a continued political will on the part of the central government to expand the
delegation of resources.



Statement by the IMF Staff Representative
April 19, 2004

This statement provides additional information that has become available since the
circulation of the staff report. The information pertains to performance under the PRGF-
supported program since the first review under the arrangement, The thrust of the staff
appraisal remains unchanged.

Economic developments strengthened in the second half of 2003. For the year as a
whole, real GDP growth, at 6.5 percent, has recovered from the weather-induced low
rate of 1.1 percent in the preceding year. Consumer price inflation was virtually
absent. The external current account deficit (including current official transfers)
widened to 6.3 percent of GDP in 2003 from 5.9 percent in 2002, reflecting high food
imports and a temporary weakness of some exports.

Fiscal policy remained appropriate and was broadly in line with the program
targets. The overall fiscal deficit (including grants) widened to 1.4 percent of GDP,
from 0.1 percent in 2002, mainly owing to higher current spending under an
emergency rural program, a programmed rise in capital expenditure, and higher
HIPC-related spending. Compared with the program, the overall fiscal deficit
exceeded the target by 0.1 percent of GDP, but less than projected at the time of the
first review of the program,

Overall performance under the program was broadly satisfactory in 2003. Five
out of the six quantitative performance criteria at end-December 2003 were observed:
the exception was the floor on the surplus of the basic fiscal balance (program
definition), which, as anticipated at the time of the first review, was not attained. Of
the eight quantitative indicative targets at end-December, six were observed.
Following initial delays in some structural reforms, the authorities have speeded up
the reform process since the final months of 2003, and there has been satisfactory
progress with the submission of executed government budgets to the audit court, the
tender process for an independent power producer (IPP), and the privatization of the
groundnut company SONACOS.

The program for 2004 is consistent with the objectives of the PRGF arrangement
and the PRSP. The fiscal stance in 2004 emphasizes pro-growth and pro-poor
spending. Priority is given to finishing the reform agenda geared to increasing the
capacity for efficient public service delivery and to protecting public finances in the
longer run. Consequently, reform efforts will focus on further strengthening public
expenditure management and eliminating critical deficiencies in several parastatals.
As part of the government’s private sector-related reforms, a strategy for financial
sector development will be defined.



Regarding public debt management, where some shortcomings had become evident
in 2003, the government has taken crucial steps to monitor closely the amounts and
the terms of new external borrowing, also by public agencies and enterprises.
Moreover, it will upgrade the institutional capacity of debt monitoring, which will
allow semiannual debt sustainability analyses and quarterly surveillance of debt
management by public entities.

At end-Mach 2004, the government finalized the first year progress report on the

implementation of their poverty reduction strategy. The report and the joint staff
assessment will be submitted for consideration by the Executive Boards of the Fund
and the IDA in May 2004,
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IMF and World Bank Support US$850 million in Debt Service Relief for Senegal

The International Monetary Fund (IMF) and the World Bank’s International Development
Association (IDA) have agreed that Senegal has taken the necessary steps to reach its
completion point under the enhanced Heavily Indebted Poor Countries (HIPC) Initiative.
Senegal becomes the 12™ country to reach this point, joining Benin, Bolivia, Burkina Faso,
Guyana, Mali, Mauritania, Mozambique, Nicaragua, Niger, Tanzania, and Uganda.l

Total debt relief under the enhanced HIPC Initiative from all of Senegal's creditors amounts to
US$850 million in nominal terms. This assistance is equivalent to a reduction in net present
value (NPV?) terms of US$488 million as agreed at the decision point, which now becomes
irrevocable. Senegal qualified under the fiscal criterion and the debt relief was calculated to
bring the NPV of debt-to-fiscal revenue ratic down to the HIPC threshold of 250 percent.

Of the total HIPC relief of US$488 million in NPV terms, about US$276 million would be
provided by multilateral creditors, US$126 million by Paris Club creditors, and US$86 million
by non-Paris Club creditors and commereial creditors. The World Bank (IDA) is delivering its
share of HIPC assistance by providing US$163.8 million in debt service reductions during
2000-10. The IMF is delivering close to US$50 million in debt service grants through the
PRGF-HIPC Trust. [n addition, many Paris Club creditors have indicated their intention to
provide additional relief beyond the HIPC Initiative (estimated to total about US$400 million in
NPV terms). As participation of all creditors is critical to the achievement of Senegal’s debt
sustainability, it will be important for the Senegalese government to maintain active dialogue
with remaining creditors in order to expedite full delivery of HIPC debt relief.

' The completion point under the HIPC Initiative is when creditors commit irrevocably to and fully
deliver debt relief. The decision point, which precedes the completion point, is when debt relief is
committed and begins on an interim and voluntary basis.

2 The Net Present Value (NPV) of debt is the discounted sum of all future debt-service obligations
(interest and principal). It is 2 measure that takes into account the degree of concessionality of a country’s
debt stock. Whenever the interest rate on a loan is lower than the market rate, the resulting NPV of debt is
smaller than its face value, with the difference reflecting the grant element.
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Debt relief, together with bilateral assistance beyond HIPC relief, will lower Senegal’s
debt-to-export ratio to 116 percent, and its debt-to-revenue ratio to 157 percent. Those levels are
34 percentage points and 93 percentage points, respectively, below the HIPC thresholds. Over
the long run, Senegal is set to exit from the enhanced HIPC Initiative with significantly improved
chances to achieve and maintain sustainable debt levels. Provided Senegal adheres to sound
macroeconomic policies, persists with its reform strategy and secures borrowing predominantly
on highly concessional terms, the debt ratios after the provision of enhanced HIPC assistance
should continue to improve steadily with the ratios of NPV of debt-to-exports, NPV of
debt-to-revenue and the NPV of debt-to-GDP averaging 73 percent, 82 percent and 17 percent,
respectively, in the years 2013-2022.

Resources made available by debt relief under the HIPC Initiative are being allocated to pro-poor
expenditure programs, as outlined in Senegal’s Poverty Reduction Strategy Paper (PRSP).
Senegal’s PRSP, which was completed in June 2002 using an extensive participatory approach,
has four strategic pillars: (i) wealth creation through economic reform and private sector
development; (ii} capacity building and development of social services; (iii) improvements in the
living conditions of the poor ;and (iv) implementation of the strategy and monitoring of its
outcomes.

Background

With democratically-elected presidents since 1983 and a smooth transition of power after the
2000 presidential election, Senegal is politically stable. In recent years, the authorities have
implemented stability-oriented macroeconomic policies and broad ranging structural reforms,
with the support of donors, including the World Bank and the IMF. The regional central bank’s
monetary policy has secured price stability and the authorities’ prudent financial policies have
strengthened Senegal’s fiscal position. Structural reforms have included measures that have
reduced the role of the state in the economy, improved the business environment, promoted trade
and strengthened public sector performance.

These policies have contributed to strong sustained growth and poverty reduction over the past
decade. Since 1994, Senegal’s real GDP growth has averaged 5 percent, resulting in GDP per
capita growth of over 2 percent during this period, in sharp contrast to the preceding decades
after independence, when GDP per capita fell. GDP per capita was US$476 in 2001. The share
of the population living in poverty decreased from 68 percent in 1994 to 57 percent in 2001.
The UNDP Human Development Index ranked Senegal 156th out of 175 countries in 2003.



Steps Taken to Reach the Completion Point Under the Enhanced HIPC Initiative

Approval to irrevocable debt relief to Senegal under the enhanced HIPC Initiative underscores
recognition by the international community of its satisfactory progress in implementing sound
macroecenomic and structural policies.

Upon reaching its decision point under the enhanced framework of the HIPC Initiative in June
2000, Senegal committed to undertake reforms in four areas in order to reach the completion
point and receive irrevocable debt relief under the enhanced framework:

(1) preparation of a full PRSP through a participatory process, and concurrent improvements in
the poverty database and poverty-monitoring capacity;

(i1} maintenance of a stable macroeconomic environment, as evidenced by a satisfactory
performance under the programs supported by the IMF’s Poverty Reduction and Growth Facility
(PRGF), as well as compliance with specific macroeconomic targets;

(iit) implementation of measures in social services, tax administration, and the energy sector; and
of steps to reduce the state's role in production and improve the business climate; and

(iv) achievement of key social objectives, particularly in the health and education sectors.

The HIPC Initiative

In 1996, the International Monetary Fund and the World Bank launched the HIPC Initiative to
create a framework for all creditors, including multilateral creditors, to provide debt relief to the
world's poorest and most heavily indebted countries, and thereby reduce the constraint on
economic growth and poverty reduction imposed by the debt build-up in these countries.

The Initiative was modified in 1999 to provide three key enhancements:

¢ Deeper and broader relief. External debt thresholds were lowered from the original
framework. As a result, more countries became eligible for debt relief and some countries
became eligible for greater relief.

o Faster relief. A number of creditors began to provide interim debt relief immediately at the
"decision point.”" Also, the new framework permitted countries to reach the "completion point”
faster.

* Stronger link between debt relief and poverty reduction. Freed resources were to be used
to support poverty reduction strategies developed by national governments through a broad
consultative process.



To date, 27 countries”—two-thirds of the HIPCs—have reached their decision points and are
receiving debt relief from all sources that will amount to more than US$51 billion over time, and
an average NPV stock-of-debt reduction of nearly two-thirds.

Of these 27, 12 countries—Benin, Bolivia, Burkina Faso, Guyana, Mauritania, Mali,
Mozambique, Nicaragua, Niger, Senegal, Tanzania and Uganda—have now reached their
completion points.

’ Benin, Bolivia, Burkina Faso, Cameroon, Chad, Democratic Republic of Congo (DRC), Ethiopia,

The Gambia, Ghana, Guinea, Guinea-Bissau, Guyana, Honduras, Madagascar, Malawi, Mauritania, Mali,
Mozambique, Nicaragua, Niger, Rwanda, Sio Tome & Principe, Senegal, Sierra Leone, Tanzania,
Uganda and Zambia.



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

