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. The discussions on a medium-tem~ adjustment program to be supported by arrangements 
under the Povelty Reduction aad Growth Facility (PRGF) were held in N’Djam&m during 
October 29-November 12,1999. 

. The Chadii representatives in these discussions included Mr. Ouaidou, the Prime Minister; 
Mr Bicham, Minister of Economy and Finance; Mr. Ben Barka, the National Director of the 
Bank of Central African States (BEAC); and other senior officials. On December 13, the 
govemment was resho&d and a new Prime Minister was named. However, the Minister of 
Finance has retained his post, and the Minister of Planning has been reconfirmed in a 
renamed Ministry of Economic Promotioo, Development, and Cooperation. 

. The staff team consisted of Mr. Barris (head), Mr. Olters, Mr. Nhmgwanayo, Ms. Nkosu, 
Ms. Ahin, Ms. Da Lq and Ms. Casaromani (assistant) (all AFR), and Mr. Fiator, the 
Fond’s Resident Representative in Chad. Mr. Scanteie of the World Bank participated fully 
in the mission, as did h4r. Ondo Mafie, Alteroate Executive Director for Chad. 

. The previous three-year ESAF arraagement, in an amount eqoivalent to SDR 49.56 million 
(120 percent of old quota), was approved by the Executive Board on September 1, 1995 
@BS195/139; 8/1119S). The arrangement expired on April 30.1999, with all loans folly 
disbursed. 

. In completing the 1999 Article IV consultation, along with the midterm review under the 
third ammal ESAF arrangement on March 29.1999, Executive Directors noted the 
improvement in fiscal performance and implementation of sttuctoral reforms, despite 
difficult economic conditions. They urged the authorities to sustain their efforts to accelerate 
fiscal consolidation and the implementation of the privatisation program 

. Proposed access under the new three-year PRGF arrangement is SDR 36.4 million 
(65 percent of Eleventh General Review of Quotas). IfaIl disbursements and repayments 
under the new PRGF arrangements are made as scheduled, Chad’s outstanding USC of Fond 
resources would rise from SDR 50.2 million (89.6 percent of quota) at end-November 1999 
to SDR 77.7 million (138.8 pe.rcent of quota) at end-December 2002. 
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Performance during the previous program 

. Implementation of the 1995-99 program was broadly satisfactory, despite repeated 
waiver requests. Considerable progress was made toward meeting the macroeconomic 
objectives in terms of GDP growth, inflation, savings and investment, and the 
external current account. The public finance situation improved, with marked 
improvements in both tax and customs administrations, and firm control over current 
spending. The primary current fiscal balance improved from a deficit of 1.7 percent 
of GDP in 1995 to surpluses of 1. I percent in 1998 and a projected 0.9 percent in 
1999. The overall fiscal deticit (on commitment basis and excluding grants) was 
reduced from 11.9 percent of GDP in 1995 to 7.7 percent in 1998 and is projected at 
10.6 percent in 1999. 

. Progress was made in key areas of structural reform, albeit with some delays, 
including the privatization or liquidation of the majority of public enterprises; the 
elimination of most controls on prices and profit margins; the liberalization of the 
external trade regime; and the rationalization of the labor code. 

The medium-term strategy 

. The medium-term program aims to achieve the transition from crisis management and 
fiscal stabilization to the implementation of economic and social policies for 
sustained development. Key elements include (i) developing a comprehensive poverty 
reduction strategy over the next 12-15 months; (ii) maintaining macroeconomic 
stability; (iii) consolidating the public finance situation and strengthening the 
effectiveness of the public and financial administrations; and (iv) completing the 
unfinished structural reform agenda. 

. The structural reform agenda focuses on (i) poverty reduction; (ii) private sector 
development (completion of the privatization program, policies in the transport 
sector, and regulatory and judicial reform); and (iii) administrative efficiency and 
economic management (through a capacity- and institution-building program, civil 
service reform, and administrative decentralization). 

. The timeframe for beginning the exploitation of Chad’s oil resources has been called 
into question. As oil-derived revenues were scheduled to begin only 2004, and since 
all pipeline-related investments are foreign-financed, delays in the construction of the 
Chad-Cameroon pipeline would not affect the fiscal program for 1999-2002. 
However, both the external current account deficit and the investment ratio would be 
considerably lower than presently projected. 
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Key lKauwamomlc Targeta of the Pmgram for 1995-2002 

1995 1996 1997 1998 1999 2000 2001 2002 
gram 

Real GDP growth 
consumer plicc index (almoat averago) 

Gross domestic iavestment * 
Gross domestic savings* 
F%imxycnrrentfiscolbaknce’ 
Chwall fiscal balance (commitment basis)’ 
Extemal current account’ ’ 

1.0 3.7‘ 4.1 -8.1 -i.l 3% 4.0 4.0 
9.1 11.8 5.9 4.4 4.4 2.3 4.1 3.2 

(In percent of GDP) 
11.6 11.9 14.4 16.4 17.0 22.7 34.1 40.3 
-5.1 -5.1 -0.5 1.9 -1.2 0.5 1.4 1.5 
-1.7 -0.6 0.8 1.1 0.9 0.7 1.1 1.5 

-11.9 -11.1 -10.2 -7.7 -10.6 -12.0 -11.7 -11.4 
-17.6 -21.1 -18.8 -16.7 -20.5 -24.4 -35.0 -40.9 

‘Excluding grants. 
* Including the pipeline project. ‘Ihc impact of a &lay in the project on the external accounts, private savings, 
and the everall swings-iwestment balance is presented in Box 3. 

The program for 1999-2000 

. The emphasis in public finances is on strengthening tax and customs administrations, 
and simplifying expenditure procedures, as well as on reinforcing the system of 
internal and external controls of budget execution. A major change in tax policy is the 
planned introduction on January 1,200O of a valueadded tax (VAT) at a single rate 
of 18 percent. 

. In the area of structural reform, the authorities intend to launch the privatization of 
the remaining large public enterprises (water and electricity, sugar, telecommuni- 
cations, and cotton); emphasize routine road maintenance; and launch an action plan 
to strengthen the judiciary. A two-year strategy for liberalizing the cotton sector has 
been adopted. A wide-ranging capacity- and institution-building program will be 
launched, with particular emphasis on the public finance area, as well as the process 
of civil service reform. Preparations will be intensified for the phasing in of the 
planned administrative decentralization. 

. A timetable has been set for elaborating, in consultation with civil society and 
external partners, a comprehensive and fully costed poverty reduction strategy that 
will integrate the sectoral policies defined in the areas of health, education, transport, 
and rural development. It is expected that a poverty reduction strategy paper will be 
prepared by the end of 2000. 

. A preliminary analysis of the external debt data indicates that Chad is likely to be 
eligible for debt relief under the HIPC Initiative. The decision point is expected to be 
reached in the first half of 2000. The preliminary HIPC Initiative document will be 
prepared for discussion by the Boards in early 2000. 
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Issues raised in the staff appraisal 

The importance of a review of public expenditure to help improve the efficiency of 
spending in priority areas; 

The need to mobilize external financing for the planned international summits to be 
hosted in Chad in 2000, so as to avoid endangering the fiscal program; 

The importance of defining as quickly as possible a plan for reducing domestic 
payments arrears and ensuring, through caret%1 cash-flow management, that no new 
arrears are accumulated; 

The need to restrict government intervention in the banking system, such as the 
provision of liquidity support to the privatized commercial banks in 1999, which has 
complicated the government’s cash-flow management; 

The critical importance of strengthening administrative and institutional capacity, in 
order to implement effectively the ambitious structural reform agenda. This 
underscores the need to proceed apace with the civil service reform program; 

The importance of preparing carefully the transition to the system of administrative 
decentralization, with a fbll analysis of the financial implications and the 
establishment of clear budgetary procedures for the local administrations; 

The need to improve overall governance, in order to foster a sense of participation 
and partnership on the part of civil society, which is critical to building the necessary 
consensus for the poverty reduction strategy; 

In the context of the preparation of the poverty reduction strategy, the need to 
strengthen the collection, dissemination, and interpretation of the relevant statistics 
and indicators of progress in reducing poverty, and to collaborate closely with civil 
society and donors during the process. 
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1. In a letter to the Managing Director, dated November 12, 1999, and in the 
accompanying memorandum of economic and financial policies (MEFP) (Appendix I, 
Attachment), the government of Chad sets out its economic program for the period 
October 1999-September 2000, in support of which it requests assistance during the first 
year of the new three-year PRGF arrangement.’ In the attached note describing the 
“Preliminary Framework for a National Poverty Reduction Strategy” (Appendix II), the 
Chadian authorities set out their medium-term adjustment strategy and the proposed 
timeframe for the elaboration of a comprehensive poverty reduction strategy to be 
incorporated in a Poverty Reduction Strategy Paper (PRSP). 

2. The World Bank’s recent assistance program in Chad was laid out in its 1996-98 
Country Assistance Strategy (CAS), presented to the Bank’s Board in March 1996. A third 
structural adjustment credit (SAC) of US%30 million was approved by its Board in May 
1999. A new CAS predicated on the development and exploitation of Chad’s oil resources 
was circulated to the Bank’s Executive Directors in June 1999, and was to have been 
presented to the Bank’s Board together with a project in support of the construction of a 
pipeline from Chad to the Atlantic coast of Cameroon.’ A major capacity-building project 
will be presented to the Bank’s Board by end-January 2000. A transport sector adjustment 
credit is also under preparation. Chad’s relations with the Fund and with the World Bank are 
presented in Appendices III and IV, respectively. 

n PERFoRMANCEUNDERTHE1995-99PRoGRAM 
ANDRECENTDEVEL~PMENTS 

A. Developments During 1995-98 

3. Implementation of the 1995-99 ESAF-supported program was broadly 
satisfactory, despite repeated waiver requests associated with slippages that were, at 
times, beyond the control of the authorities. Progress was made toward meeting the 
macroeconomic objectives in terms of GDP growth, inflation, savings and investment, and 
the external current account (see Box 1). 

’ The amount available under the first annual arrangement, which is equivalent to 
SDR 10.4 million (18.6 percent of quota), would be disbursed in two equal loans, the first 
upon Executive Board approval of the arrangement, and the second upon observance of the 
end-March 2000 performance criteria and completion of the first review. 
* Exploitation was expected to begin in 2004. However, in the second week of November, 
two of the three private investors indicated that they were reconsidering their commitment to 
the project, primarily for strategic commercial reasons, calling the originally envisaged 
timing into doubt, with significant implications for medium and long-term economic 
perspectives. The new CAS is being reformulated to take account of these developments. 
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4. The public iinance situation improved significantly during the program period; 
however it occasionally fell short of the program objectives. The primary current fiscal 
balance shifted from a deficit of 1.7 percent of GDP in 1995 to surpluses of 0.8 percent and 
1. I percent of GDP in 1997 and 1998, respectively. The overall fiscal deficit (on a 
commitment basis and excluding grants) narrowed f?om 11.9 percent of GDP in 1995 to 
7.7 percent in 1998.3 Tax and customs administrations were made more efficient; 
nevertheless, revenue performance consistently fell short of program projections, reflecting 
the thin tax base and the vulnerability of the private economy to exogenous shocks. Total 
expenditure fell from a peak of 18. I percent of GDP in 1995 to 15.3 percent of GDP in 1998, 
as firm control was maintained over current spending. External payments arrears were settled 
in 1998, and close to CFAF 25 billion in domestic arrears was repaid in 1996-98. 

Box 1. Main Macroeconomic Objectives and Outcome ” 1 
Objectives 

Average annual growth rate of ml GDP of 5 pereenf or 
2Spercentinpercapitatems. 

lntlation ta fall into the 3-s percult lunge. after the initial 
surge in prices foUow& the CFA hoc &valuation. 

lmpfo-t intbe current primary budget balance fmm a 
deficit of 3.7 percent of GDP in 1994 to a sqlus of 
1.7 percent in 1998. 

Reduction inthe ovemtl fiil deficit (on B cmmitmeot 
basis and excluding grants) fiem 14.2 percent of GDP in 
1994 to 8.6 percent in 1998. 
lncrca~e in overall iovestmeot Gem 11.8 percent of GDP io 
1994to1g.5pacmtin199g,alongwitheliminationof 
grcss domestic dissaving. 

Reduction in the extmud ameet account deticit (excluding 
offkial transfers) fkom 21 pmeot of GDP io 1994 te 
16.9 percent in 1998. 

Outcome 
Real GDP growth averaged 4.2 percent pi year during 
1995-98. in Iam oart owim to ains in mnoetitiveness and 
biglm &a&&i and qr&dk&t prod&m. 
Inflationsurgedto41.3percmtin1994butdeclinedto 
4.4 percent by 1998. 

The current primary bdmx improved, to a surplus of 
l.lpRcmtofGDPin1998. 

The overall fiscal deficit was reduced ta 7.7 percent in 1998. 

Gross fixed investment imeawd to 16.4 perceot in 1998, 
reflecting mainly investmeot in the oil project. In 1998, a 
positive rate of gross domestic savings vas registered for tk 
tint time, pfinmily bcsausc of the ilqmvement inthe 
public fmoces. 

The extend current accost d&it (excluding grants) 
fluchMed around 18 pacent of GDP (about 12.5 percent of 
GDP afta grants) in 1994-98, owing to mutable terms of 
trade. 

II The pcgram objectives were redetkcd te be cm&eat with the mked GDP s&s. 1 
5. After the upheavals following the CFA franc devaluation in 1994, money and credit 
conditions in Chad stabilized. The sharp growth of credit and broad money experienced in 
1994-96 slowed-indeed, both broad money and total domestic credit contracted in 1997-98. 
The financial situation of the banking sector improved considerably, and all but two of the 
six banks are now in till compliance with the prudential regulations and norms of the 

3 Including grants, the deficit moved from 4.8 percent of GDP in 1995 to 3.9 percent in 1998. 
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regional banking commission (COBAC). Moreover, the government has surrendered its 
controlling interest in three banks, although it continues to hold a 50 percent share in another 
bardc4 

6. Progress was made in the area of structural reforms; however, some measures 
were implemented with delays (see Appendix VJ). The key elements of the structural reform 
agenda were the privatization or liquidation of most public enterprises; the elimination of 
most controls on prices and profit margins; the reduction of external tariffs in the context of 
regional reforms; the initial phase of liberalizing and privatizing the telecommunications 
sector; the rationalization of the labor code; and initial steps to reform the system of 
financing and execution of routine road maintenance. 

B. Performance in 1999 

7. Real GDP is projected to contract by 1 percent in 1999 (as against an originally 
projected growth of 1.2 percent), owing mainly to lower cotton manufacturing output and 
reduced foodcrop production, relative to the 1998 bumper crop (Table 2). Moreover, 
production in all sectors was adversely affected by the severe energy crisis during the first 
half ofthe year.’ Consumer prices are expected to decline in 1999 (as against an originally 
projected increase of 3.3 percent), reflecting the positive supply effects of the 1998 bumper 
food crop harvest. The external current account deficit (excluding grants) is projected to 
widen from 16.7 percent of GDP in 1998 to 20.5 percent in 1999 (compared with 
21.1 percent originally projected), owing mainly to weak world prices for cotton. 

8. Jn the first half of 1999, focal revenue was adversely affected by the interruptions 
of economic activity caused by the 1998-99 energy crisis (Table 3). Jn response to the 
revenue shortfall, the authorities limited current nonpriority expenditures. Revenue collection 
strengthened somewhat in the third quarter, although the recovery of tax arrears was 
somewhat less than expected, and collections are projected to pick up fbrther in the last 
quarter. The primary fiscal surplus is thus estimated to reach 0.9 percent of GDP in 1999 
(compared with the 2.3 percent originally anticipated under the program),6 and the overall 
deficit, on a commitment basis (excluding grants) is estimated at 10.6 percent of GDP 
(5.4 percent including grants). Some domestic arrears were temporarily accumulated during 

4 The other 50 percent is held by the government of Libya. 
r Electricity and water production declined markedly in 1998, reflecting chronic fuel 
shortages that emerged atIer a petroleum refinery in northern Nigeria, supplying over 
70 percent of Chad’s petroleum product imports, was damaged and ceased operations in early 
1998. Supplies from the other source (Cameroon) could not compensate for the shortfall (see 
EBS/99/36,3/12/99, Box 1). 
6 The projected surplus takes account of the transfer to the Autonomous Road Maintenance 
Fund (CAER) in November of CFAF 2.2 billion, financed by an increase in the June 
disbursement of the World Bank’s SAC. Excluding this amount, the primary current surplus 
would have been CFAF 10.4 billion (1.1 percent of GDP). 



-lO- 

the third quarter, but these new arrears are expected to be tidly cleared before the end of the 
year. Chad has been current on its external debt-service obligations since 1998. 

9. Broad money is projected to contract marginally, by 0.3 percent in 1999, while credit 
to the private sector is expected to stagnate, reflecting the general economic slowdown. The 
net foreign assets position is expected to strengthen somewhat (Table 6). Notwithstanding the 
overall strengthening of their financial situation, as reflected in the compliance with the 
prudential ratios, some banks experienced temporary liquidity difliculties in mid-1999.’ 
Despite having divested its controlling interest in these banks, the government provided 
support by shifting a considerable portion of its deposits from the central bank to its accounts 
in the commercial banks. Instead of using these deposits, the government then increased its 
recourse to central bank financing later in the year to meet its external obligations. 

10. In the stnrctural area, the authorities took important steps toward completing the 
privatization program at the end of the year. Negotiations are under way with the 
successful bidders for privatizing the management of electricity and water company (STEE) 
and for the privatization of the sugar company (SONASUT). Also at the end of the year, the 
government adopted a comprehensive strategy for the liberalization of the cotton sector (see 
paragraph 2 1 below), 

11. The central objective of the government’s adjustment strategy over the medium term 
is to achieve the transition from crisis management and fiscal stabilization to the 
implementation of economic and social policies for development and poverty reduction. 
These include the financial and structural reforms needed to facilitate the proper management 
of the oil revenues that sre expected to become available in 2004.’ Key elements of policy 
include (i) maintaining macroeconomic stability; (ii) consolidating the public finance 
situation and strengthening the effectiveness of the public and financial administrations; 
(iii) completing the unfinished structural reform agenda; and (iv) developing a global poverty 
reduction strategy that will serve as the basis for social policy. The main macroeconomic and 
tinancial~objectives of the medium-term program are set out in Box 2 and are presented in 

7 However, according to the statistics on the prudential ratios, five of the six banks were in 
compliance with the minimum short-term liquidity requirement through July 1999 (see 
footnote 18 below). 
s Details of the policies in the first year of the program are presented in the attached 
memorandum on economic and financial policies (MEFP) (Appendix I, Attachment). The 
overall medium-term strategy is presented in the attached note from the authorities on their 
approach to the poverty reduction strategy. 
’ The orientation of the adjustment strategy was presented to representatives of business, 
trade unions, civil society, and donors at a conference held in N’DjamCna in June 1999 to 
evaluate the experience under the first three-year ESAF arrangement. 
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more detail in the accompanying “‘Preliminary Framework for a National Poverty Reduction 
Strategy” (Appendix II) 

12 

Box 2. Mawocconomic Objectives and Key Financial Policies 
of the 1999-2002 Program 

Macmcconomic objectives 
. Sustain real GDP growth at above 4 percent in 2000.02. 
. Contain intlation at about 3 percent per year on an anneal average 
. Reduce the non-oil external current account deficit (including grants) from 15 percent of 

GDP in 1999 to 14.3 percent in 2002. 
. Increase public investment from 5.4 percent of GDP in 1998 to 8% percent of GDP in 

2002, and private investment from 11 percent of GDP in 1998 to 32% percent of GDP in 
2002, mainly rcflceting ibe investment in the oil sector. 

. Raise domestic savings from -1.2 percent of GDP in 1998 to 1.5 percent in 2002. 

Fiscal poliiks 
. Continue fiscal consolidation, with the objective of increasing the current primary surplus 

from 0.9 percent of GDP in 1998 to 1.5 percent in 2002. 
. Raise the revenue-to-GDP ratio from 9.4 percent of GDP in 1999 to 10.4 percent in 2002 

by widening the tax base, continuing the stmngthening of tax administmtion, and 
tationalizing the cemmon regional external tariffand the taxation system. 

. Pursue prudent and transparent expendihwe policies, with prinwy current expenditure 
maintaiacd below 9 percent of GDP, by ration&zing the wage bill, reinforcing spending 
procedores and treasury operations, and ensuring adequate allocations for priority sectors. 

Monetary policy 
. Support a prudent monetaxy policy at the regional level; work toward the adoption of 

more efficient indirect instmments of monetary policy by tbe central bank, and promote 
the development of regional finsncii markets and diversified finsncial institutions and 
instroments. 

Real GDP growth is projected to rebound to 3.8 percent in 2000, after contracting by 
about 1 percent in 1999, as cotton production and ginning activity are expected to pick up. 
Inflation would stabilize at 2.3 percent per annum in 1999-2000. Gross investment is 
expected to increase from 17 percent of GDP in 1999 to 22.7 percent in 2000, with an 
increased share of private investment related to the pipeline project (see Tables 2 and 4). The 
external current account deficit (excluding grants) would widen from 20.5 percent of GDP in 
1999 to 24.4 percent in 2000, mainly because of the large increase in imports related to 
investment in the petroleum sector. 

A. Fiscal Policy 

13. The budget for 2000, presently before the National Assembly, targets a primary 
current surplus of 1.4 percent of GDP. Overall revenue is projected to rise by 0.6 percentage 
point to 9.6 percent of GDP. Meanwhile, by strictly limiting nonpriority current spending, 
including military outlays, current primary expenditure is to be held to 8.3 percent of GDP in 
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2000. The budget provides for an increase of 20 percent in real terms in current non-wage 
spending in priority sectors,” and the unfreezing of the tinancial effects of automatic 
advancements in the civil service (amounting to CFAF 4 billion). It also makes provisions for 
the initial cost of administrative decentralization and the introduction of constitutional 
organs, as well as for the cost of hosting planned international summits, ” Total investment 
spending is budgeted at 11.6 percent of GDP. The overall fiscal deficit (on a commitment 
basis and excluding grants) is projected at 12 percent of GDP. 

14. The staff estimates the current primary surplus for 2000 at 0.7 percent of GDP, 
with overall revenue of 9.4 percent of GDP and current primary spending of 8.6 percent. The 
difference between the staffs and the authorities’ projections is due in part to the authorities’ 
inclusion of the gross receipts from taxes on exonerated public procurement contracts 
financed by foreign donors, but it is also due to the inclusion of budget subsidies to the 
CAER and the loss of revenue associated with the nonrenewal of the exceptional import tax 
on sugar, which was not taken into account in the Budget Law, 

15. The only change in tax policy is the planned introduction on January 1, 2000 (with 
technical assistance from the Fund) of a value-added tax (VAT) at a single rate of 
18 percent, replacing the 15 percent turnover tax (TCA). The main focus of policies on the 
revenue side will be on strengthening tax administration-reinforcing tax audit procedures, 
modernizing tax collection procedures, and enhancing the ability of the tax directorate to 
collect back taxes and tax arrears-and customs administration, particularly through the 
introduction of the computerized customs system (SYDONIA) in early 2000. In keeping with 
regional arrangements under the Central African Economic and Monetary Community 
(CEMAC), the authorities intend to eliminate remaining temporary import surcharges by July 
2000 and the remaining customs exemptions that are inconsistent with the common CEMAC 
external tariff by end-2000.” 

lo Namely health, education, public works (including road maintenance), and social affairs. 
For the past three years, the authorities have followed a consistent policy of reallocating 
expenditures towards these sectors, but expenditure levels are still very low in absolute terms 
(CFAF 9.9 billion, or 1 percent of GDP, are budgeted in 2000). These are, for the most part, 
the sectors for which special strategies have been prepared and presented to donors, and 
which are at the center of the government’s poverty reduction strategy (see paras. 27-29). 
” These are the annual summit of the Heads of State of the Central tiican Economic and 
Monetary Community (CEMAC), the Community of Sahelo-Saharan States (COMESSA) 
Summit, the Lake Chad Basin Commission (CBLT) Summit, as well as the Francophonie 
Summit, In the absence of external assistance, the budget allocation would be insufficient to 
cover the costs of these summits. The mission cautioned the authorities that extrabudgetary 
spending or arrears accumulation in this context would call the entire fiscal program into 
restion. 

The exceptional tariff surcharge on sugar imports has not been renewed, implying a 
revenue loss of CFAF 1.3 billion in 2000. Some protection of the domestic sugar market 
remains in place, however, since the official reference price for sugar paid by consumers, 

(continued.. .) 
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16. The focus on the expenditure side is on simplifying expenditure procedures, 
reinforcing the system of internal and external controls of budget execution, harmonizing the 
budget and accounting nomenclatures,r3 and using improved forecasting and monitoring 
techniques to develop a detailed monthly cash-flow plan that incorporates actual resource 
flows (revenues and the mobilization of external resources) and a projection of receipts at 
least three months into the future (a performance criterion for end-March 2000).‘4 The first of 
a series of regular annual public expenditure reviews will be launched in 2000, with the 
support of the World Bank. It is expected to provide information on the efftciency of 
spending, particularly in the priority social areas, which can be used to improve equity in 
access to social services, and to reassess expenditure priorities in light of the poverty 
reduction strategy to be formulated over the next months (see paragraph 28 below). The 
authorities also intend to set up by June 2000 a mechanism for comparing commitments with 
actual spending in the education sector, and to gradually extend it to all priority sectors. 

17. The authorities will update and verify the stock of domestic payments arrenrs by 
September 2000 and, on that basis, prepare a comprehensive plan to reduce domestic 
payments arrears-based on cash payments at deep discounts, rescheduling over long 
maturities with appropriate grace periods, or the issuance of new government debt 
instruments. Meanwhile, the authorities intend to repay CFAF 9 billion in 2000, including 
CFAF 5.5 billion in arrears to the cotton company (COTONTCHAD) as part of the 
rehabilitation effort (see below, paragraph 22). 

B. Monetary and Credit Policy’s 

18. Broad money is projected to grow by only 1.3 percent in 2000, as the lower export 
value for cotton will reduce the demand for money and crop credit, as well as cause some 
loss of net external reserves. Net domestic bank credit to the government will increase over 
the period by about 4% percent of beginning-of-period money stock, as the government 
gradually draws down some of its deposits in the banking system. 

19. The CEMAC Council of Ministers met at end-September 1999 to decide on measures 
to reverse the sharp loss of international reserves of the regional central bank in 1998 and the 
first half of 1999. These include a more effective control by the central bank of the expansion 
of its domestic assets, including in particular, the sharp increase in the recourse of some 

which is much higher than the world market price, has been retained, with its original 
schedule of yearly reductions until full elimination in 2004. 
i3 Leading to the unification of the current and capital budgets by 2002. 
I4 The introduction of this forward-looking monthly cash-flow plan by March 2000 
represents an important instrument in improving overall fiscal management, as it should 
provide advance warning of problems that may arise in revenue collections, as in past years, 
and will give sufficient time for appropriate adjustments to be made. 
I’ Official monetary aggregates are only available through July 1999, as banks have 
experienced problems in conforming to the new computer&d reporting system. 
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member governments to statutory advances from the BEAC.16 At that meeting, it was 
decided, inter alia, to study the possibility of freezing the ceilings on statutory advances, and 
of eventually revisiting the automatic access of governments to these advances. However, no 
timetable was set for an actual change in the present system. 

20. The position of Chadian banks relative to the prudential norms has improved steadily 
over the past two years.” The government intends in 2000 to raise the minimum own-capital 
requirement from CFAF 150 million to CFAF 1 billion, a level already reached by all 
Chadian banks, and consistent with developments in other countries of the CEMAC. The 
government will also undertake in 2000 a study of microcredit institutions active in Chad, 
with a view to defining a supportive strategy, consistent with the supervisory requirements of 
the CEMAC. 

C. Structural Policies 

21. The structural reform agenda is articulated around three principle objectives: 
(i) private sector development; (ii) administrative efficiency and economic management; and 
(iii) poverty reduction. The principal feature of the private sector development policy (for 
which the government adopted an official policy statement in June 1999) concerns the 
completion of the public enterprise privatization program.r8 In addition to the enterprises 
mentioned in paragraph 10 above, the government will launch the privatisation process for 
the telecommunications company (SOTELTCHAD) in May 2000, and the privatization of 
the national road maintenance company (SNER) in June 2000.ig 

22. The cotton sector accounts for almost 40 percent of export earnings, and is the 
primary source of cash income for as many as 3 million people. As a prior action of the new 
program the government has adopted and published, in consultation with the World Bank, a 
medium-term strategy for liberaliiing the cotton sector.20 It foresees complete 

I6 This reflected the deterioration of the public finances related to the decline in world oil 
p;ices during the period, which was not accompanied by appropriate fiscal tightening. 

As of July 1999, four of the six Chadian banks were in compliance with the risk-weighted 
capital adequacy ratio; three were below the maximum credit concentration ratio; five were 
in compliance with the short-term liquidity ratio; and four met the minimum long-term 
liquidity ratio. 
I8 See paragraph 26 of the MEFP. 
I9 The creation of a separate structure to absorb the nonperforming claims of the STEE is a 
prior action of the present program. However, a financial contribution from the government 
may be required to allow the negotiations on the privatization of the management of STEE to 
be completed. If part of the claims of the STEE are on the government, these claims could be 
directly settled in the context of the reduction of domestic arrears foreseen in the program for 
2000. 
” See paragraph 44 of the MEFR. 
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government disengagement from COTONTCHAD by end-2001,2’ the closer involvement of 
producers in the management of the sector, and the strengthening of producer organizations 
to enable them to assume some of the support functions presently provided by 
COTONTCHAD. Emergency measures have been taken to halve the operating deficit of 
COTONTCHAD (originally 1.1 percent of GDP for crop year 1999/2000). These include the 
reduction of the producer price from CFAF 170 per kilogram to CFAF 150 per kilogram 
(consistent with the price level yielded by the automatic price adjustment mechanism), the 
negotiation of smaller commercial bank margins on COTONTCHAD’s crop credit,22 lower 
transport tariffs, and lower fees to its foreign partner. The remaining deficit (0.5 percent of 
GDP) will be absorbed by the government in the context of its arrears reduction plan. An 
external financial controller will be nominated by end-March to execute a comprehensive 
restructuring plan for the enterprise. These actions will constitute a structural performance 
criterion of the first annual arrangement for end-March 2000. 

23. The government’s transport sector policies and priorities were presented to donors 
at a sectoral meeting at end-November 1999, with particular emphasis given to routine road 
maintenance. The authorities are exploring possibilities of making the CAER self-financing 
by including a specific road user fee in the structure of official petroleum product prices in 
2001, atler an audit of the CAER’s accounts2’ Steps to strengthen the judicial and 
regulatory frameworks include revitalizing the Judicial Reform Commission (comprising 
both public and private sectors); implementing a program to increase the number of trained 
judges and judicial personnel; and adopting a national investment charter compatible with the 
provisions of the regional charter.24 

24. In the area of economic and administrative management, the authorities plan to 
execute a wide-ranging capacity- and institution-building program with the assistance of 
the World Bank and the United Nations Development Program (UNDP). Particular emphasis 
will be placed on the fiscal administrations and the treasury, the Supreme Court, and the 
General Accounting Offrce, and on the enhancement of macroeconomic and financial 
forecasting capacities2’ The authorities also intend to continue preparations for the 
administrative decentralization which is expected to be implemented gradually, 
commencing in 2001. This process will require a detailed analysis of the financial 

2’ An investors’ forum will be held by July 2000 to examine the different options for this 
disengagement. The tender for bids will be issued before June 2001. 
22 The banks currently charge interest rates on crop credit that are 3.5 percentage points over 
the interbank rate of 9 percent and considerably higher than the central bank’s refinancing 
rate of 7.5 percent. 
23 In anticipation of this decision, and in view of current sensibilities surrounding the 
petroleum pipeline project, the authorities are unwilling to commit themselves at this time to 
the introduction of a flexible automatic price adjustment mechanism, as proposed by the 
staff. However, the issue will be reexamined over the next few months. 
24 See paragraphs 28-30 of the MEFP. 
*r Details and the planned timing of the measures envisaged in the program are described in 
paragraph 3 1 of the MEFP and in the accompanying matrix of policy measures. 
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implications of the decentralization, and a precise definition of the res ective roles and 
% relative authority. The analysis will be completed by September 2000. The decentralization 

process will also require the establishment of budgetary rules and procedures for both the 
central administration and the local administrations, as well as careful monitoring thereof. 

Box 3: Perspectives for the Chad-Cameroon Pipeline Project 

The eapcity- and insthotion-building component of the stmctoral program is designed also to help Chad 
prepare for the exploitation of its oil resources, which was originally expected to begin in 2004 upon 
completion of the pipeline from the Doba oil field in Chad to the Atlantic coast of Cameroon. The 
projections for the external current account and the private investment ratio nader the present pm- take 
account of the impact of fhe coastmction of this pipeline (see Appendix VII). 

However, in early November 1999, two of the three oil companies in the private consoaiom building the 
pipeline indicated that they were reconsidering their commitment to Ihe project. This calls into question 
the schedule for ihe completion of the project. Nonetheless, the government and the mmainiag partner in 
the consortium are exploring the possibility of continuing the project with other private pattners, and the 
World Bank aad the IFC are continuing the prepamtions in support of the project, in the event that a viable 
wnsortinm can be mcollstituti. 

A d&y in the completion would have no impa* on the fiscal objecdves of the program for 1999-2002, as 
government revenues from the oil exploitation would not have begun befon 2004. The balance. of 
payments projections would be considerably different, however, as both the projected imports related to 
the pipeline and the capital flows that finance ihem would take place at a different rhythm. Similarly, the 
private investment ratio would be considerably lower. 

1999 2000 2001 2002 
(In poreem of GDP) 

A. Original schedule for oil pipeline project 
Current account deficit (excluding grants) -20.5 -24.4 -35.0 -40.9 
private investment 9.8 14.7 25.9 32.4 
Overall savi&investment balance -17.4 -20.9 -32.1 -38.3 

B. Excluding pipeline project 
Current account deficit (excluding grants) -18.0 -17.0 -16.9 -17.0 
Private invesimeat 7.3 7.1 7.4 7.4 
Overall savingd uNestmentbrdaaw -15.9 -13.4 -14.0 -14.3 

25. To reinforce the control over the wage bill, the authorities will begin implementation 
of their civil service reform program, which would include the introduction of merit-based 
remuneration, using objective norms and standards for judging performance; the definition of 
a policy for matching available skills to the requirements of the various positions; and the 
implementation of a voluntary departure program. A timetable for the transition to the new 
remuneration and advancement system will be established by September 2000. The 

26 See paragraph 32 of the MEFP 
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authorities concurred with the staffthat a revision of the civil service statutes would be 
necessq to facilitate the transfer of workers to local administrations in keeping with the 
redistribution of fimctions, and to enable posts to be shifted to allow for increased staffing in 
the priority sectors. 

26. The success of the military demobilization program, under which the size of the 
standing army was reduced from over 55,000 men to some 25,000, has relieved much of the 
pressure on the overall wage bill. The authorities now intend to accelerate the social 
reinsertion of the demobilized soldiers, and are seeking donor financing for their program. 

D. The Poverty Reduction Strategy 

27. The mission discussed at length with the Chadian authorities the consultative process 
of preparing an integrated and comprehensive national poverty reduction strategy (PRS) over 
the next 12-15 months. The authorities noted that poverty reduction had been the motivating 
principle of their efforts to define sectoral policies in health, rural development, transport, 
and education. The focus of the PRS would therefore be on measures in these priority sectors 
that had already been defined through consultative processes with local stakeholders and 
external donors.27 In view of the progress made, they considered such a time frame 
challenging, but feasible. 

28. The approach to be followed by the authorities in preparing the PRS and the poverty 
reduction strategy paper (PRSP) is described in the attached note (Appendix 11). The PRS 
will bring the various policies in the priority sectors into the medium-term macroeconomic 
framework. The main challenge will be to prioritize the existing sectoral strategies and 
measures and to integrate them into a cohesive whole, with a detailed estimate of their costs. 
The macroeconomic framework underpinning the PRS will thus have to be reviewed, in 
order to take account of this costing. In particular, the level and composition of public 
spending, and the fiscal and external deficits, will be reexamined in light of the priorities 
established in the PRS. The authorities stressed that a substantial and coordinated support 
effort would be needed from their external partners.28 

29. The authorities intend to conduct by end-March 2000 an exhaustive survey of the 
statistics collected by their own services and by donors active in the various areas. In doing 
so, they will draw on the recently adopted statistical law that sets out the institutional 
framework for statistical activity, as well as a six-year program for strengthening the 
statistical apparatus. On this basis, poverty indicators and appropriate intermediate targets 
will be chosen. Meanwhile, the authorities have selected 15 preliminary indicators that they 

27 The details of the policies in health, education, and rural development are presented in the 
MEFP (paras. 37-45), and in the attached matrix of policy measures. 
28The mission met with the local representatives of Chad’s main foreign partners and 
international agencies. All expressed great interest in deepening coordination to avoid 
duplication of effort and to provide the most efficient, unobtrusive support possible to the 
Chadian authorities in preparing the PRS. 
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are already monitoring, although without having fixed set targets (see Appendix II, 
Attachment). A fUlLscale household poverty and expenditure survey will be conducted over 
the next two years (with the support of the UNDP and the World Bank) to provide a detailed 
analysis of poverty in Chad and establish a differentiated poverty profile. Together with the 
public expenditure review, this survey should permit a better appreciation of the precision of 
the targeting of social expenditures, and thus of their efficiency in reducing poverty. 

E. The Balance of Payments and External Debt and Financing 

30. Chad’s balance of payments continues to depend heavily on the world market 
prices of its single most important export commodity-cotton. The deterioration in the 
current account in 1999 is largely a reflection of unfavorable weather conditions in 1998 
(reducing the production of cotton) and declining export prices for cotton in 1999, which 
together have led to a 19 percent decrease in the value of cotton exports in 1999. 

31. However, the main determinant of tbe external position over the medium term 
will be the imports associated with the oil pipeline projectz9 Despite a strong increase in 
export volumes, the low world market prices for cotton limit the projected increase in export 
values in 2000 to 8.7 percent. The value of non-oil imports is expected to increase by about 
9 percent, snd the non-oil trade deficit is projected to shrink by 20 percent in value terms. 
The non-oil external current account deficit (excluding official grants) is thus projected to 
narrow from 18 percent of GDP in 1999 to 17 percent in 2002 (Table 5). Including the oil- 
related imports of goods and services, the current account deficit would widen considerably 
from 20.5 percent of GDP in 1999 to almost 41 percent in 2002. With the anticipated 
beginning of oil exports in 2004, however, the deficit would be expected to decline rapidly, 
reaching the low single digits after 2005. Capital inflows would rise sharply over the 
program period to a peak of CFAF 406 billion (US$712 million), owing to the pipeline- 
related investment. Under present projections, there will be a small decline in external 
reserves over the period. 

32. The mission undertook with the authorities a detailed loan-by-loan examination of the 
external debt in preparation for an update of the debt sustainability analysis @A). 
Preliminary indications are that Chad’s debt ratios would remain within the range considered 
for eligibility for debt relief under the Initiative for Heavily Indebted Poor Countries (HIPC 
Initiative). Chad should reach the decision point under the Initiative in the first half of 2000. 
A preliminary HIPC Initiative document will be prepared for discussion by the Boards of the 
Bank and the Fund in the first half of the year. 

33. The external financing requirements for the program period 2000-02 are 
projected at CFAF 107.7 billion (USLFl77 million), ofwhich CFAF 26.8 billion 

29 Projections for the medium term are based on the assumption that investment and the 
related imports will take place according to the planned schedule under which petroleum 
exports would begin in 2004 (Box 3). This timetable may need to be substantially revised in 
view of recent developments concerning the project, 
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(US%44 million) in residual financing is required for 2000. It is expected that this amount 
will be completely covered by assistance from the Fund, the World Bank, the A&an 
Development Bank, and France. Chad’s management of its external debt has been good, 
despite difftcult conditions. With the expected strengthening of the non-oil balance of 
payments position and the projected improvement in the fiscal situation, as well as in view of 
Chad’s good record in servicing its debt to the Fund, the staff is confident of Chad’s ability to 
meet its financial obligations to the Fund in full and in a timely manner. 

F. The Environment for Program Implementation, 
And Program Monitoring 

34. Among the factors- that facilitated the implementation of the first ESAF-supported 
program is the authorities’ clearly demonstrated commitment to policy reform. The 
establishment of a system of high-level committees has facilitated the preparation, 
implementation, and monitoring of the program, as well as the prompt correction of 
slippages. Moreover, the Ministry of Finance has demonstrated its ability to tighten 
nonpriority spending in response to revenue shortfalls and is the driving force behind the 
proposed strengthening of budgetary procedures under the new program. The authorities’ 
willingness to discuss their policy intentions with the public at large (e.g., in evaluating the 
past ESAF-supported program, in preparing for the introduction of the VAT, or in 
formulating policies in the priority sectors) has increased public understanding and 
acceptance of the required reforms and facilitated their implementation. Among the 
weaknesses sre governance problems stemming from institutional inefficiency and 
insufficient accountability, as well as the limited administrative and technical capacity to 
manage complex reform dossiers, which has limited the extent of administrative delegation. 
The relative dearth of trained civil servants, the high turnover rate among senior officials, and 
the inadequate cooperation with foreign technical assistance have limited public sector 
efficiency and delayed key structural reforms. 

35. The program will be monitored by the quantitative and structural benchmarks set for 
end-December 1999, end-March 2000, end-June 2000, and end-September 2000, as set out in 
paragraphs 55 and 56, and Tables 1 and 2 of the attached memorandum. Some of the 
benchmarks for end-March 2000 will constitute performance criteria under the first year of 
the arrangement. In view of the persistent weakness of revenues over the past program 
period, a separate quantitative indicator has been set for total revenue (excluding grants), as 
well as for total current expenditure and spending in education and health, and for wages. 
Indicative structural benchmarks have been set in each of the priority areas to measure 
progress in achieving the goals of the poverty reduction strategy. 

36. The Chadian authorities have successfully completed a first three-year ESAF- 
supported program under sometimes difficult conditions. While the results have not always 
been as programmed, the authorities have demonstrated their capacity to correct slippages 
quickly, and the momentum of reform has been maintained. However, Chad-one of the 
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poorest countries of the world-still faces immense challenges, with an economic structure 
heavily dependent on a few crops, The economy thus remains very vulnerable to climatic 
changes and fluctuations in world market conditions. 

37. Chad must now achieve the transition from crisis management and stabilization 
policies to the implementation of economic and social policies for development and poverty 
reduction. The proposed program is ambitious, and it will challenge a Chadian administration 
that is already overextended. However, the authorities’ commitment to sustaining the 
adjustment effort and to opening the process of economic and social policymaking to public 
debate has enhanced public awareness and the sense of ownership of the structural 
adjustment program. This increased sense of ownership should help sustain the adjustment 
effort. 

38. The staff agrees with the authorities’ approach of concentrating on administrative 
improvements, rather than on innovations to the tax system, to consolidate the fiscal gains of 
the previous program. The priority should be to expand the tax base, given the limited 
number of enterprises subject to formal taxation. This implies the gradual increase of the 
resources allocated to the tax and customs services and an improved coordination among the 
various services. However, given past slippages, the authorities should monitor revenue 
collections very closely, and be prepared to take corrective measures promptly to preserve 
the ftscal program if unexpected difficulties arise. In this regard, the implementation of the 
forward-looking monthly cash-flow plan is essential. Similarly, the program correctly 
emphasizes the rationalization of budgetary procedures and the reinforcement of internal and 
external controls. Spending increases in priority sectors correspond to the stated objectives of 
policies to reduce poverty; nonetheless, the staff encourages the authorities to undertake as 
quickly as possible a review of public expenditure to help improve the efficiency of such 
spending increases. 

39. However, the staff has a major concern with respect to the public finances for 2000. 
The budget allocations for the four summits planned in 2000 (CEMAC, CBLT, COMESSA, 
and the Francophonie) are inadequate. Hosting these summits will lead to extrabudgetary 
spending or an accumulation of new domestic arrears, unless external financing sources are 
found. The stafftherefore urges the authorities to make every effort to mobilize such 
financing, but to be ready to withdraw their commitment to one or more of the four summits, 
should such external financing not be forthcoming within a reasonable time frame. 

40. An important start has been made in reducing domestic payments arrears of the 
government with the treatment of arrears to COTONTCHAD in the context of the 
restructuring plan for the company. However, the persistence of arrears-and the temporary 
accumulation of new arrears this year-undermines private sector confidence in the 
government The staff urges the authorities to define as quickly as possible the arrears 
reduction plan and to ensure, through careful cash-flow management, that no new arrears are 
accumulated. 

41. Although the financial situation of the Chadian banking system has improved 
appreciably over the past year, some of the banks experienced intermittent liquidity problems 
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in 1999. The government’s decision to provide liquidity support (in the place of the central 
bank) by transferring its deposits from the central bank to these commercial banks has 
complicated the treasury’s cash-flow management-holding these deposits in the banks 
instead of using them has necessitated additional borrowing from the central bank and has 
raised the interest costs to the budget. The staff advises the government to avoid such 
interventions in the future. The banking system must also make efforts to reduce its 
overdependence on the wide margins on credit for pretinancing the cotton crop as its primary 
source of current income. In this context, the government should proceed apace with its plans 
to strengthen and reform the judicial system, and thus facilitate efforts by the banks to 
recover nonperforming loans. 

42. The structural reform agenda during the new three-year program appropriately places 
emphasis on specifically addressing Chad’s deep poverty, as well as on promoting private 
sector initiative. Important steps have been taken toward completing the privatization 
program, particularly as regards the strategy of disengagement from the cotton sector. 
Supplemented by the planned strengthening of the judicial apparatus and the regulatory 
framework, these steps constitute an important and welcome confirmation of the 
government’s commitment to private sector promotion. 

43. Implementing this multifaceted structural reform program will require a considerable 
strengthening of Chad’s limited administrative resources and close collaboration with its 
external partners. As such, the staff considers the capacity- and institution-building 
component of the program to be of the utmost importance. The possible withdrawal of two of 
the three oil companies in the private consortium building pipeline between Chad and 
Cameroon may delay Chad’s access to revenues from the exploitation of its oil resources. 
This in no way diminishes the importance of strengthening capacity during the program 
period, however, and the staff encourages the authorities to proceed apace with their 
program, regardless of eventual delays in completing the pipeline. The staff also urges the 
authorities to limit the extent to which individuals who benefit from specific training are 
reassigned to unrelated duties, as this hinders the building up of an adequate level of 
institutional competence. 

44. These considerations underscore the importance of moving ahead with the civil 
service reform program, particularly the skills-matching aspect. It is also essential that the 
administrative decentralization process be meticulously prepared. The authorities should 
establish a timetable for the effective decentralization of the system over the next few years 
that is consistent with available resources. Together with efforts to enhance the transparency 
and accountability of the management of public resources, these steps should contribute to 
improving overall governance. This should help to foster a sense of participation and 
partnership on the part of civil society, which is critical to building the necessary consensus 
for the poverty reduction strategy. 

45. The authorities should find it possible to integrate existing sectoral policies into a 
comprehensive poverty reduction strategy within the envisaged time frame. The staff 
welcomes the authorities’ declared intention to strengthen their efforts to collect and analyze 
economic and social statistics, which are essential for monitoring the results of antipoverty 
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measures. The staff thus urges the authorities to ensure that this priority is reflected in 
budgetary decisions. Determining the costs of the individual measures will require 
considerable effort, and the authorities should work closely with their partners in dealing 
with this aspect of the process. 

46. A key feature of the structural program, with deep cross-sectoral implications, is 
transportation policy. The mobilization of considerable donor resources for the extension of 
the woefully inadequate transport and road infrastructure depends on ensuring regular 
financing of routine road maintenance. The staffurges the authorities to ensure that the 
financial transactions of the CAER are subject to the highest standards of transparency and 
accountability, including through a till audit of its accounts, so that this mechanism can play 
its proper role. 

47. The preliminary analysis of Chad’s external debt situation indicates that it likely will 
meet the eligibility criteria for assistance under the enhanced HIPC Initiative. The authorities 
see this as an essential support for their poverty reduction efforts, particularly if the 
petroleum pipeline project should experience Further delays. Meanwhile, however, Chad will 
continue to need substantial external financial support. The proposed program for 1999-2000 
is aimed at preparing for the transition to an economic and structural adjustment program 
based on a full-fledged poverty reduction strategy. Given the authorities’ commitment to the 
adjustment process, their emphasis on strengthening institutional and administrative capacity, 
and their good track record in meeting their obligations to the Fund, the staffrecommends the 
approval of the request for a new three-year PRGF arrangement, and for the first year 
thereunder. 
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V. PROPOSED DECISION 

In view of the foregoing, the following draft decision is proposed for adoption by the 
Executive Board: 

1. The government of Chad has requested a three-year arrangement under the 

Poverty Reduction and Growth Facility in a total amount equivalent to SDR 36.4 million. 

2. The Fund notes the memorandum of economic and financial policies for 

1999-2000, as well as the authorities’ Preliminary Framework for a National Poverty 

Reduction Strategy. 

3. The Fund approves the arrangement set forth in EBS/99/234 
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Figure 1. Chad: Selected Ekonomic and Financial Indicators, 1996-2002 
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Figure 1. Chad: Selected Economic and Financial Indicators, 1996-2002 
(concluded) 
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Figure 2. Chad: Nominal and Real Effective Exchange Rates, January 1989-September 1999 

(Index, 1990-l 00) 

12 o- 

/ \ fbl 
I Nominal effective exchange rate 

101 Di 

Real effective exchange rate 

8( 

I 

I- I 
I 

L. --,- 
I - \/ 

40 -IU~~~~~“~‘~~~~~~~~~~~‘~~~~~~~,~~~’~~~~.~~~~~~’~~,,~~,,,~~’~III 
1989 1990 1991 1992 1993 I994 1995 1996 1997 1998 1999 

6f 

120 

loo 

IO 

‘0 

0 

Sources: MF, Information Notice System. 



Table I. Chad: Fund Position During the Period of the PRGF Arrangement, 
December l999-December 2002 

Outstanding 
at 

November 30, 1999 

1999 2000 2001 2M)2 
D.X. Jan.-June July- Dec. Jan.-June July- Dec. Jan: June July- Dec. 

( In millions of SDRs) 
Net use of Fund credit 

Under Structural Adjustment and special facilities 
RCpaylIWltS 

Under ESAF/PRGF 
Drawings 
Repayments 

Total Fund credit outstanding 
Under Structural Adjustment and special facilities 
Under ESAF/PRGF 

Total Fund credit outstanding 
Under Structural Adjustment and special facilities 
Under ESAFIPRGF 

0.00 

5.20 
0.00 

50.17 55.37 
0.61 0.61 

49.56 54.76 

89.59 98.88 107.07 116.36 124.17 130.50 135.36 138.75 
1.09 1.09 0.00 0.00 0.00 0.00 0.00 0.00 

88.50 97.79 107.07 116.36 124.17 130.50 135.36 138.75 

0.61 0.00 

5.20 5.20 
0.00 0.00 

59.96 65.16 
0.00 0.00 

59.96 65.16 

( In percent of quota) 

0.00 0.00 000 

5.20 5.20 5.20 
0.83 I .65 2.48 

69.53 73.08 75.80 
0.00 0.00 0.00 

69.53 73.08 75.80 

0.00 

5.20 
3.30 

77.70 ’ 
0.00 3 

77.70 I 

Source: IMF, Treasurer’s Department. 
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Tabls 2. czln.& .%lostcd F,zmmlliC and FillmlCill Indicalor,, 19962002 

16.5 
6.1 

10.2 
I.9 

4.5 
3.3 

0.1 
4.1 

4.3 
3.4 

12 
0.0 

is.3 
-2.1 
-0.6 

.I>.1 
-14.6 

I.4 
13.2 

0.a 

Afdion sll*s ,BE.AC) na.2 
1621.8 

mo.2 
0.0 

511.6 
“::: 

i.7 
,.I 
2.8 
I.9 
0.5 

11.8 
4.7 

42 

4.8 
4.5 
.1.0 
-1.0 
2.0 

a.3 
7.3 

24.1 
1.8 

20.7 
1.4 
I .6 

-1.6 

12.5 
8.1 
8.1 
4.1 
44 
3.6 

11.5 
-3.5 
2.0 

-9.5 
1.2 

11.3 
7.8 
3.5 

-6.2 
11.6 

11.4 
IS.2 

8.0 
-7.8 

-I2.9 
7.9 

4.3 
1.2 
1.2 
3.I 
3.3 
3.3 

19.8 
23.0 
22.4 

11.6 
-1.4 
28 
-6.2 

3.4 
6.2 
9.0 

42 
11.4 
49 
IS.4 
1.2 

-6 8 
-I I 

.:.: 
-8.4 
-8.3 

141 
21.1 
11.6 

0.7 
-4.4 
-0.3 
-0.z 
-0.1 
43 
9.1 

.1*.9 
-16.0 
-186 

-6.2 
4.9 

9.9 
3.8 
3.8 
1.9 
2.3 
1.7 

9.8 
17.1 
L3.0 

-5.3 
6.5 
5.0 
4.4 
0.6 
1.3 
9.1 

8.7 
26.0 
12.1 
16.) 
4.4 

IS.0 
6.6 
8.4 

:; 
2.8 

4.2 
..I 

4.l 
3.0 

7.7 
0.0 

17.9 
46 
0.8 

-10.2 
-11.5 

.OA 
11.9 
0.0 

-,..I 
-18.8 
Il.9 

I*.2 
1.9 

10.3 
4.7 
1.6 

16.4 
1.4 

I I .o 
I.3 
1.9 
4.0 
0.3 
3.9 

-3.6 
3.7 

7.6 
0.0 

IT.3 
0.1 
I.1 

-7.7 
4, 
0.3 
7.8 

-0.1 

.1*.9 
-16.7 
11.6 

13.7 
10.1 
7.6 
3.8 
3.8 

19.9 
6.5 

13.4 
41 
1.0 
3.3 
I.8 
6.0 

4.1 
I.5 

IO.4 
0.0 

Ied 
I.4 
2.3 

4.0 
.,,.I 

-2.9 
9.7 

~23 

-16.6 
21.1 
60.6 

I*.$ 
10.6 

6.4 
3.6 
2.8 

17.0 
7.2 
9.8 
2.1 
-1.2 
-0.4 
-1.5 
3.0 

4.6 
1.2 

9.1 
0.0 

IP.9 
.o., 
0.9 

.10.6 
-10.5 
-0.8 
II.3 
0.0 

-,?.l 
.20.5 
63.6 

I,.0 
10.5 
7.5 
,.I 
4.8 

22.7 
8.0 

14.7 
7.6 
0.5 
1.8 

-1.6 
3.2 

4.8 
a.! 

9.1 
0.0 

*I., 
44 
0.7 

-IT.0 
-12.8 

0.1 
9.1 

-2.6 

-20 9 
-24.4 
a.2 

9.5 
8.7 
9.2 
1.6 
1.6 

6.8 

8.6 
4.5 
..o 
4.0 
4.1 
II 

14.8 
10.1 
7 9 

11.9 
151 
8.6 

IO.! 
6.4 

34.1 
8.1 

21.9 
l&d 

1.1 
2.0 

-1.8 
,.I 

4.9 
3.8 

i.; 
21.6 
0.2 
/.I 

-11.7 
-,,.I 
-0.2 
9.9 

-I.8 

-12.1 
-15.0 
MI 

8.1 
I., 
I.9 

:: 

1:3 
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Table 3. Chad: ConrolihrrdGovcmmcnlOpn~an., 1996.x.x I/ 

15% Is97 
-GFx 

,999 Iwo E.2, 1002 
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Table 4. Chad: supply an.3 “se ofRrso”rces at cunent Rices, 19962002 

1W6 WY, lW8 IYW mx) ,111, mu 
Pmjcctmm 

LOU.2 
984.2 
834. I 

M.9 
35.5 

733.l 
150.0 
137.” 
52.5 
84.5 
35.9 
48.6 
13.0 

-154.0 
135.4 
135.4 
113.1 
22.3 

U.” 
28Y.4 
271.” 
.174.Y 

-96.0 
-18.5 

4.” 
-1.9 
16.2 
35.8 

-:::: 
34.3 

-35.5 
724 

-122.Y 
-18.2 
-35.5 
-69. I 
LI11.3 
w1.3 

I”“.” 
I18.6 
1w.5 

7.8 
4.3 

88.4 
l8.l 
16.5 
6.3 

I”.2 
4.3 
5.9 
1.6 

-18.6 
16.3 
16.3 
13.6 

2.7 
“.” 

-34.9 
,326 
-21.1 
,,I.6 

-2.2 
-0.5 
-0.2 

1.9 
4.3 

-2.3 
3.3 
4.1 

-4.3 
3.4 

-14.8 
-2.2 
-4.3 
-8.3 

Gross nA”O”& product 97.7 
Nattond dlSpnat.lC incmnc, ad,ustcd 103.8 

(In billions ofCF* francs) 

,I” Percmt Of ODP, 

L”“.” 115.1 98.1 5.8 3.6 88.7 t::: 5.4 11.” 5.7 5.3 0.5 -15.1 ,!L* 19.2 15.7 3.5 “.” -34.3 -29.1 -1x2 .r::: 1.Y 0.3 I.3 2.5 -1.9 4.” 3.Y -3.6 3.7 -12.9 -1.5 -3.6 -7.8 Y&I 102.2 

%:‘: 
101.2 

7.” 
4.6 

89.6 
17.” 
17.” 

7.2 
9.8 
7.3 
2.5 
“.” 

-18.1 
17.3 
17.3 
13.7 
3.7 
“.” 

-35.5 
-33.” 
-17.8 
-IS., 

-2.4 
-12 
0.2 
0.2 
2.9 

-2.5 
44 
3.” 

-4.6 
I.2 

-17.4 
4.2 
-4.6 
-8.6 
97.5 

100.8 

IW.” 

‘2:: 
7.5 
4.8 

*,.I 
22.7 
22.7 

8.0 
14.7 
7.1 
7.6 
“.” 

-22.2 

1::: 
13.5 
4% 
0.” 

-40.5 
-33.1 
-17.5 
.I53 

-7.4 
0.J 
0.2 
0.6 
3.” 

-2.5 
1.11 
3.2 

-4.8 
3.5 

-20.9 
-4.8 
-4.8 

-11.3 
97.5 

I”,.3 
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T.blC I. aad: Bahcc ofP.-. 19%2m 

15% ,537 1998 1999 xca tm1 WI2 
Fmv Fmidu” 

*m&a” &Jsc.b Il.&y Okumd 
k.id”.l flnmcinp @ap 

cj3,d pmiblc d&t red 
NU chngc I” “Wm., m7M ,+ inrrruc, 

Tndr hhct (dck,, -, 
Currem WCO”“l @C6d 4 

Erchd”~ Of&id hwl,m 
t&m 4,. Udubn~ Orrwid mntfrn 

public almd d&n li 
(in billiml of WA h”Ul 

rJcb(*aicsw 
htl-aewicz ratio u Y 
Grcm Olficikl - (i” tuim &CPA frncs, 

.110.5 

46 1 
157 I 

86.2 
0.0 

-?.I,1 
-3, 8 

-94 3 
31% 

-119 I 

-18.6 
-7.1 

401 
179 

*J 

-1281 
-I&56 
-111.7 

I.83 

38 7 
38 I 

06 

90 I 
482 
31.6 
466 

:.: 
-126 

4 6 
41 

.:t 
-1.8 
-9 3 
I96 

*I., 

E 
38 I 

.12.8 

1:: 

:: 
12 8 

:; 

,618 

-II 9 
,111 

411 

I,:: 
-II 8 

/ 16.9 
140 

IJO. 

-21 1 
-7 I 

305 
290 

I5 

I6I 6 
IW7 
168.0 

,720 

161 
16.1 

19 

,217 
63 0 
61 9 
63’1 

z.“, 
.I4 3 

-I9 

i.: 
II, 
-1.9 
0.8 

00 

,106 

:: 
41.4 

-10.4 
5.4 

:: 
6.8 

A.: 

:.: 

363 9 

141.6 
It.35 
613 

xl: 
,238 

118.4 
IS 1 

176 5 

-16 8 
-8.6 

33.4 
,I I 

19 

,357 3 
,llSP 
,I866 

3120 

16 5 
16.5 

00 

211.5 
,909 

1.59 
16 I 

00 

.,:.: 
-I * 
00 
0.0 

364 

4;: 

11.5 

,176 
l0J.l 

565 
X.5 
-7 9 

4;: 

ii 

42 

:: 

saum: *mtol!hccmti Aflical I.teJ ,BEm: end ,~cshu!a Mdpick4u 

l, Stock Of ur direa x-d pvvvlti cubub,S lomgm lwa on‘h*“* ha Fur4 
Y Exsludm* Ulr Fund. 
ill” FcrcmloluDNoll~“dnf~muI 



Table 6. ma*: Monetary survey, 1996-zoocl 

19% 1997 ,998 ,999 2wo 
March k&c so. Ike. &lb J”nc %. Des. hj. 

En. Est. Rvi. 

ivet fac@3l assets 
tie, *mu.Gc assets 

Domcrtic credit 
aums on *s gnvcmmat (net) 

Trcarury (“CO 
credit m UK ecwmnly 
wt to the ecmmny (a”nlMl pucml change) 

Money and quarimnncy 
clurcncy outsick b* 
Demand &pWiU 
Tim ad savings deporitr 

64.7 
63.8 

0.9 
0.0 

0.0 

a.9 
92.6 
45.0 
50.5 
55.6 
-5.5 
0.4 

-5.5 
47.6 
11.5 

-27.7 
-9.8 

129.5 
99.7 
24.5 

5.4 

2.2 
17.9 
20.5 

9.2 
11.1 
II.3 
34.3 
20.2 
21.4 

I.1 
-2.3 

58.5 
47.9 
10.6 
0.0 

-0. I 

59.0 
91.3 
41.1 
47.0 
62.5 

-16.2 
0.7 

-5.9 
50.2 
14.6 

-32.3 
-9.8 

117.4 
81.3 
30.3 

5.9 

44.4 
39.5 

4.9 
0.0 

-0.1 

69.6 
106.0 
49.6 
46.2 
59.7 

-14.0 
0.6 
3.4 

56.4 
21.9 

-36.4 
-9.8 

113.9 
78.9 
28.4 

6.6 

39. I 
33.1 

6.0 
0.0 

0.0 

72.1 
105.7 
51.3 
48. I 
63.2 

-15.6 
0.6 
3.2 

54.4 
19.4 

-33.6 
-9.8 

111.2 
77.5 
26.7 

7.1 

(1” billions OfCFA francs, 
443 
35.6 

8.7 
Cl.0 

0.0 

60.6 
98.6 
51.9 
49.7 
60.3 

-11.2 
0.7 
2.2 

46.7 
12.6 

-38.0 
-9.8 

104.9 
73.2 
24.8 

6.8 

47.3 
38.6 

8.8 
0.0 

0.0 

62.8 
104.6 
50.2 
48.3 
55.0 
-6.7 
0.0 
1.9 

54.4 
15.5 

-41.7 
-9.8 

110.2 
78.3 
26.2 

5.8 

49.5 
38.8 
10.8 
0.0 

-0.1 

60.7 
117.7 
57.4 
55.2 
57.7 
-2.5 
0.0 
2.2 

60.3 
23.3 

-57.0 

110.1 
75.4 
28.7 

6.0 

47.0 
39.0 
8.1 
0.0 

4, 
62.7 

lo*., 
43.9 
4* 1 
a.5 
-*.s 
0.1 
1.8 

58.5 
22.6 

42.4 
392 

3.2 
0.0 

0.0 

62.2 
102.8 
49.3 
47.1 
62.3 

-15.4 
0.2 
2.1 

53.6 
14.0 

4.6 

104.6 
70.8 
27.4 

6.3 

48.1 
39.4 

8.8 
0.0 

0.0 

58.0 
1w.2 
50.0 
47.8 
61.7 

-14.0 
0.2 
2.1 

54.2 
17.0 

-46.3 

106.1 
71.9 
27.8 
6.4 

0.7 
-4.4 
-0.3 
-a* 
-0.4 
-0.1 
6.3 
-0.3 
-0.2 
-0.4 
6.0 

42.5 
33.x 

8.8 
0.0 

0.0 

64.9 
109.5 
54.7 
52.7 
61.6 
-9.1 
Of 
2.0 

54.8 
IS.0 

4.6 ’ 

K 
107.4 
72.8 ’ 
28.1 
6.5 

-5.3 
6.5 
5.0 
4.4 
4.5 
0.6 
I., 
1.3 
0.9 
0.3 
0.1 

sa~r.xs: BnnL 0fCcn.d African States @UC); and ~tlff6timate~ and projections. 
II Bcgir,k,g in w4, Ihe wmal bmKs forci~ assets ad cmncy ouuide banis hm km adjnstcd upward by including 50 percent afthe amount of unsorted bills at the national BEAC agency. 
2, FO, the quancrly data. cimn&u UC cumulative. 



Table 7. Chad Indicators of Fund Credit and Debt Servicing, 1996-2007 

1996 1997 1998 ,999 2Ocnl 2001 2002 2003 2004 2M)S 20% 2007 
Projections 

Outstanding Fund creditlold quota li 
Outstanding Fund credithew quota Ii 

Outstanding Fund credit/GDP Ii 

109.5 
80.8 

4.0 

109.8 109.8 120.5 
81.0 88.9 

4.1 3.6 4.4 

Outstanding Fund creditkxports 
ofgoads and nonfactor sewices li 24.8 21.3 18.9 25.5 21.2 18.0 143 10.6 2.7 0.8 0.4 0.2 

Debt service 10 the FumVcxpwB 
of goods and nonfactor services 2, -2.9 -4.3 -3.6 -1.9 

Debt service to tic Fund/total debt service 23.8 35.1 26.4 13.6 

Debt service to the Fundi 
gross official reserves 4.0 

-IZ.l 

-10.7 -11.8 4.0 

Total debt-service ratio Z -12.2 -13.7 -14.0 

Memorandum item: 

Expom of goods and services 
Total Fund credit ou&tinding 

Of which: net use of Fund credit 
Total debt service 

Ofwbicb: Ih4F 
Cross oflicial reserves 
Nominal GDP 
Quota (until Feb. 99) 
Quota (since Feb. 99) 

182.3 213.1 240.4 
45.2 45 3 45.4 
12.2 0.1 0.0 
22.1 26.1 33.0 

5.3 9.2 81 
132.7 85.7 73.9 

1117.6 1113.9 1251.5 
41.3 41.3 41.3 

195.1 225.9 261.7 283.2 306.2 853.9 1369.8 1408.8 
49.8 47.8 47 1 40.6 32.5 22.7 10.4 5.8 

4.4 -2.0 -0.7 -6.5 -8.1 -9.7 -12.3 -4.6 
27.4 27.5 29.2 31.7 32.3 35. I 36.1 33.4 

3.7 0.9 2.1 6.8 a.4 9.2 10.0 7.5 
92.5 125.5 113.2 104.1 994 219 7 535.1 852.9 

1125.7 1232.9 1330.5 1456.1 1574.7 2540.0 2696.9 2856.1 

56.0 

115.7 114.0 98.3 
85.3 84. I 72.5 

3.9 3.5 2.8 

78.6 55.1 25.2 
58 0 40.6 18.6 

2.1 0.9 0.4 

14.0 
10.3 

0.2 

6.0 
4.4 

0.1 

-0.4 -1.0 -2.4 

3.1 9.3 21.6 

-2.8 

26.1 

-1.1 

26.2 

-0.7 -0.5 

27.7 22.4 

-0.2 I 

II.1 k-2 
I 

-0.3 

-2.0 

-0.7 -2.4 -6.6 

-12.2 -11.2 -11.2 

On millions of SD&) 

-8 5 -4.2 -1.9 

-2.6 

-0.9 

-10.6 -4. I -2.4 

1453.7 
2.5 

-3.3 
29.8 

3.3 
1180.0 
3026.4 

56.0 56.0 56.0 56 0 56 0 56.0 56.0 56.0 

Sourcer: IMF. Treasurer’s Deparbnent; and smff estimates and projections 

Ii Outstanding Fund credit includes SAFlESAFmRGF loans and outstanding purchases, assuming access under a new program (1999.2002) equwalent to 65 percent of new quota. 
21 Debt seize in percent of exports of am& and services. 
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Table 8. Chad: Social Indicators, 1996 

Total population, mid-year (millions) 
Gmwih rate (percent snnnsl sverage) 

6.6 
2.5 

Urban population @ercent of population) 

Lie expectsncy at bii (vcsrs) 
Total 

Male 
Female 

Total fertility rate (births Per woman) 

Mortality 
hfsnt (per thonssnd live bii) 
Under 5 (per thousand live births) 

Child mabmtrition @rent unda S years) 

22.5 

48.2 
46.5 
49.9 

5.6 

11s 
189 

39 

Access to safe water @-t of population) 
TOtal 24 

48 
17 

24 
18 

Urban 
Rural 

Irtmmidon rate (percent under 12 months) 
Measles 
DPT 

Gross primary enrollment (percent of school-age population) 58 
Msle 76 
FCJl& 39 

Gross -day enrollment (p-t of school-age population) 10 
Msle 15 
Fanale 

IllitC,-SCy @XX&t Of pO&tiO%, ClgC 1 s+) 

D@ newspapm @er 1 ,m people) 

GNP per capita (USS) 

Source: World Development Indicators 1998 CD-ROM, World Bank 

4 

52 

0.3 

160 
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Chad: Three-Year Arrangement Under 
the Poverty Reduction and Growth Facility 

Attached hereto is a letter (the “Letter”) with annexed Memorandum on Economic and 
Financial Policies (the “Memorandum”) dated November 12, 1999, from the Minister of 
Economy and Finance of Chad requesting from the Fund as Trustee of the Poverty Reduction 
and Growth Facility Trust (the “Trustee”) a three-year arrangement under the Poverty 
Reduction and Growth Facility, and setting forth 

(a) the objectives and policies of the program that the authorities of Chad intend to 
pursue during the three-year period of the arrangement; 

(b) the objectives, policies and measures that the authorities of Chad intend to pursue 
during the tirst year of the arrangement; and 

(c) understandings of Chad with the Trustee regarding reviews that will be made of 
progress in reahzing the objectives of the program and of the policies and measures that the 
authorities of Chad will pursue for the second and third years of the arrangement. 

To support these objectives and policies the Trustee grants the requested three-year 
arrangement in accordance with the following provisions, and subject to the provisions 
applying to assistance under the Poverty Reduction and Growth Facility Trust. 

1. (a) For a period of three years from January u, 2000, Chad will have the right to 
obtain loan disbursements from the Trustee in a total amount equivalent to SDR 36.4 million, 
subject to the availability of resources in the Poverty Reduction and Growth Trust. 

(b) Disbursements under this arrangement shall not exceed the equivalent of 
SDR 10.4 million until October 1, 2000 and the equivalent of SDR 20.8 million until 
October 1,2001. 

(c) During the first year of the arrangement: 

(i) the first disbursement, in an amount equivalent to SDR 5.2 million, will be 
available upon approval of this arrangement, at the request of Chad; and 

(ii) the second disbursement in an amount equivalent to SDR 5.2 million, will 
be available after June 30,200O at the request of Chad and subject to 
paragraph 2 below. 

(d) The right of Chad to request disbursements during the second and third years of 
this arrangement shall be subject to such phasing and conditions as shall be determined. The 
phasing of, and conditions for, disbursements during the second year of this arrangement 
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shah be determined in the context of a review of Chad’s program with the TNS&, the timing 
of which shall be established at the review contemplated in paragraph 2(e) of this 
arrangement. 

2. Chad will not request the second disbursement provided for in paragraph I(c)(ii) 
above: 

(4 if the data as of March 3 1,200O indicate that: 

(i) the ceiling on net domestic bank credit to the government, or 

(ii) the floor on the central government current primary fiscal surplus, or 

(iii) the floor on the net reduction of domestic payments arrears of the central 
government, or 

(iv) the ceiling on external borrowing on nonconcessional terms contracted or 
guaranteed by the central government with maturity of between one and 
twelve years, or 

(v) the ceiling on public short-term external debt, 

as specified in Table 1 of the Memorandum, respectively, was not observed; or 

(b) if, by March 3 1,2000, Chad did not carry out its intentions with respect to: 

(i) the nomination of a controller and the adoption of a restructuring plan for 
COTONTCHAD, or 

(ii) the completion of a study of the statistics presently produced by the 
statistical apparatus and of their periodicity, 

as specified in paragraphs 55 and 56 and Table 2 of the Memorandum; or 

(c) if, at any time during the period of this arrangement, Chad has accumulated any 
new external payments arrears except for arrears that are subject to debt-rescheduling 
agreements as specified in Table 1 of the Memorandum; or 

(d) if Chad: 

(i) has imposed or intensified restrictions on payments and transfers for 
current international transactions, or 

(ii) has introduced or modified multiple currency practices, or 
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(iii) has concluded bilateral payments agreements which are inconsistent with 
Article VIII, or 

(iv) has imposed or intensified import restrictions for balance of payments 
reasons. 

(4 until the Trustee has determined that the first review contemplated in 
paragraph 6 ofthe Letter has been completed. 

When Chad is prevented from requesting disbursements under this arrangement because of 
paragraph 2, such disbursements will be resumed only after consultation has taken place 
between the TNSW and Chad and understandings have been reached regarding the 
circumstances in which Chad may request further disbursements. 

4. In accordance with paragraph 4 of the Letter, Chad will provide the Trustee with such 
information as the Trustee requests in connection with the progress of Chad in implementing 
the policies and reaching the objectives of the program supported by this arrangement. 

5. During the period of this arrangement Chad shall remain in close consultation with 
the Trustee. In accordance with paragraph 5 of the Letter, Chad will consult with the Trustee 
on the adoption of any measures that may be appropriate at the initiative of the government 
or whenever the Managing Director of the TNSW requests such a consultation. Moreover, 
after the period of this arrangement and while Chad has outstanding financial obligations to 
the Trustee arising from loan disbursements under this arrangement, Chad will consult with 
the Trustee from time to time, at the initiative of the government or whenever the Managing 
Director of the TNS& requests consultation on Chad’s economic and financial policies. 
These consultations may include correspondence and visits of offtcials of the Trustee to Chad 
or of representatives of Chad to the TNS&. 



-38- APPENDIX I 
ATTACHMENT 

N’Djamena, November 12, 1999 

Mr. Michel Camdessus 
Managing Director 
International Monetary Fund 
Washington, DC. 2043 1 

Dear Mr. Managing Director: 

1. In support of Chad’s structural adjustment program, the Executive Board of the 
International Monetary Fund approved on September 1, 1995 a three-year arrangement 
under the Enhanced Structural Adjustment Facility (ESAF). The results of its 
implementation have been largely satisfactory, and the government met its main 
objectives. To consolidate these favorable results and to respond to the major challenges 
that our country continues to face, particularly the need to achieve a significant reduction 
in poverty and an improvement in the standard of living of the population, the 
government has decided, in consultation with civil society, to continue and strengthen the 
economic and financial reforms, as well as its poverty-reduction policies, within the 
framework of a new structural adjustment program for the period from October 1999 to 
September 2002. 

2. The orientations of the government’s policy, and the objectives and policies of the 
program, are described in the ‘Preliminary Framework for National Poverty Reduction 
Strategy,” which was prepared in close collaboration with the staffs of the Fund and the 
World Bank, and which will be transmitted to you under separate cover. 

3. The attached memorandum of economic, financial, and poverty-reduction policies 
is drawn from this orientation and describes the objectives and policies that the 
government of Chad intends to pursue during the period of the three-year program and, 
more particularly, the objectives and specific measures for the first year of this program 
covering the period October 1,1999 to September 30,2002. In support of the 
implementation of these objectives, the government of Chad requests a new three-year 
arrangement under the PRGF in an amount equivalent to SDR 36.4 million (65 percent of 
new quota). The first two disbursements, each in the amount of SDR 5.2 million, would 
be available after the approval of the program by the Executive Board of the IMF and 
after the conclusion of the tirst review of the arrangement for the tirst year by the 
Executive Board, respectively. The third disbursement will take place after the 
conclusion of the second review and the finalization of a second year program covering 
the period October 2000-September 2001. 
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4. The government of Chad will communicate to the Fund the information necessary 
to evaluate progress made by Chad in implementing its economic and financial policies, 
as well as in meeting the objectives of the program, To ensure a wide dissemination of 
the program, the government authorizes the IMF to publish the memorandum of 
economic and financial policies on its Internet web site. 

5. The government of Chad considers that the policies and measures presented in the 
attached memorandum will allow it to meet the objectives of its program. However, it 
remains ready to take, in sufftcient time, such measures as may prove necessary to 
safeguard these objectives. During the period ofthe three-year arrangement, the 
government of Chad will consult with the Fund on the adoption of any measures that may 
be appropriate, at the initiative of the government or at the request of the Managing 
Director. Moreover, at the end of the period covered by the third annual arrangement, and 
for as long as Chad has financial obligations toward the Fund resulting from loans 
obtained under this arrangement, the government will hold periodic consultations with 
the Fund on Chad’s economic and financial policies, at the initiative of the government or 
whenever the Managing Director so requests. 

6. In any event, the Fund will conduct a first review under the ESAF arrangement, to 
be completed before end-June 2000. The second review under the arrangement, which 
should be compkted before end-December 2000, will coincide with the tinalization of 
the second annual program covering the period 2001-02. 

Sincerely yours, 

Bichara ChCrif Daoussa 
Minister of Economy and Finance 

Attachment: Memorandum of Economic and Financial Policies for 1999-2000 
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I. INTRODUCTION 

1. In the context of a three-year program under the Enhanced Structural Adjustment 
Facility (ESAF), which expired on April 30, 1999, Chad implemented a wide-ranging 
program of structural reform and economic adjustment, based on stabilizing the 
macroeconomic and financial framework. The program focused particularly on improving 
public finances, restructuring and privatizing most ofthe public enterprises, and further 
liberalizing trade. This adjustment program was also supported by the World Bank, and by 
other bilateral and multilateral donors in the form of balance of payments financing, loans, 
contributions to the financing of public investment projects, and external debt relief 

2. The government intends to pursue and strengthen these refarms under a second three- 
year program under the Poverty Reduction and Growth Facility (PRGF). The new program 
will be underpinned by a comprehensive poverty reduction strategy, particularly in the 
context of the Heavily Indebted Poor Countries (HIPC) Initiative. This memorandum briefly 
reviews the results achieved thus far, establishes the objectives of the new program, and sets 
out the policies and measures that the Chadian authorities intend to pursue in the first year of 
the new program. 

II. PERFWMANCEUNDERTHEADJU~TMENTPROGRAMIN~~~~-99 

3. Implementation of the last ESAF-supported program was broadly satisfactory, despite 
several waiver requests caused by slippages largely beyond the control of the authorities. 
Real growth averaged 4.2 percent annually during 1995-98, owing in large part to gains in 
competitiveness and higher agricultural and agro-industrial production. Inflation, which 
averaged 9 percent between 1995 and 1997, fell to 4.3 percent in 1998. 

4. Fiscal performance improved considerably over the course of the program, even 
though the increase in government revenue remained smaller than had been envisaged, 
particularly at the end of the period, Expenditure management was characterized by a prudent 
wage policy, increased funding for priority sectors, and the containment of nonpriority 
expenditure, in spite of a few slippages in 1997. Domestic payments arrears were reduced 
and external arrears were cleared. 

5. Chad’s external position is heavily dependent on cotton sector developments. Thus, 
buoyant cotton exports and improved terms of trade led to a narrowing of the current account 
deficit in 1998, but the fall both in cotton production and world market prices is expected to 
lead to a widening of the current account deficit in 1990. 

6. Significant progress was made toward liberalizing the economy, although the 
structural reform program has yet to be implemented. In the telecommunications sector, the 
reform process is under way; in the meantime, however, a cellular telephone license has been 
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reform process is under way; in the meantime, however, a cellular telephone license has been 
granted to a private operator. A tender has been launched for the privatixation of the sugar 
company (SONASUT), while negotiations for an overall management contract for the 
electricity company have made good progress. The situation in the cotton sector remains a 
source of concern but the authorities are working on a liberalization strategy that should be 
tinalized in December 1999. 

III. CHALLENGESANDTHEREMAININGF~EFORMAGENDA 

7. Overall, the 1995-99 economic program has helped to bring about a marked recovery 
in economic activity, tangible progress toward macroeconomic stability, and an improved 
economic environment for private enterprise. This is a clear reflection of the government’s 
firm commitment to bring the adjustment and reform process to a successful conclusion. The 
establishment of structures for coordination (the High Interministerial Committee, the 
Technical Committee, and the Economic Unit) has facilitated program preparation, 
implementation, and monitoring. Chad’s membership of the Bank of Central African States 
(BEAC) and the Central African Economic and Monetary Community (CEMAC) has 
contributed to its monetary policy discipline and encouraged the effective implementation of 
the regional trade and tax reforms. 

8. However, the nation still faces widespread poverty, which impedes human 
development. Low income levels and a relatively thin private sector limit national savings 
and the investment necessary for growth. As a result, the economic and physical 
infrastructure is woetblly inadequate and in great need of expansion. The cost of public 
utilities (electricity, water, and telecommunications) and petroleum products is prohibitive, 
and the rudimentary state of the transportation network, particularly in the rural areas, 
compounds the problems posed by Chad’s landlocked position. Moreover, the economy is 
still very vulnerable to exogenous shocks, such as the 1998 energy crisis and the 
deteriorating terms of trade, which in part account for the slippages relative to program 
targets. 

9. Under these conditions, Chad’s future adjustment efforts must aim at accomplishing 
the transition from crisis management and fiscal stabilization to the implementation of 
economic and social policies for sustained development. Specifically, Chad’s main challenge 
is to consolidate the gains made in macroeconomic stability and gradually bring the economy 
onto a path of sustainable, private sector-led growth, in order to reduce poverty. Attaining 
this objective will require fiuther fiscal consolidation, as well as improved transparency and 
accountability in the management of public resources, a significant reduction in Chad’s 
dependence on external assistance, and the consistent implementation of the entire range of 
required structural reforms. 

10. The prospective exploitation of oil resources beginning in fiscal year 2003/04 will 
help to consolidate the strengthening of financial viability, and provide Chad with a unique 
opportunity to accelerate its overall development and its poverty reduction efforts. The 
Chadian authorities are tblly aware that this will not be easy, as experience in many other 
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countries has shown. They therefore intend to decisively address governance issues ahead of 
the beginning of oil production, to ensure that this resource is managed in a transparent 
fashion, Furthermore, they have already begun to implement a comprehensive strategy in 
preparation for managing the “oil economy,” covering the period 1999-2004, in close 
cooperation with development partners. Moreover, a law on the management of oil revenue 
was adopted and promulgated by parliament in January 1999, under which all oil revenues 
will be included and accounted for in the state budget, and used to meet development 
objectives. 

11. The main quantitative objectives for 1999-2002 will be: to (i) sustain a real GDP 
growth rate of at least 4 percent in 2000-02; (ii) keep annual inflation at about 3 percent; 
(iii) to achieve a current primary surplus of 1.5 percent of GDP by 2002, and (iv) reduce the 
non-oil external current account deft& (excluding grants) from 18 percent of GDP in 1999 to 
17 percent in 2002. In order to achieve the medium-term growth objective, Chad will need to 
boost investment and increase the domestic resources available for this purpose, both by 
strengthening government savings and implementing policies aimed at bolstering the formal 
financial sector and microfinance institutions, so as to contribute to higher private savings. 
However, Chad will continue to need financial support from its external partners to 
supplement its relatively low domestic savings during the transition to the oil economy. 

12. The primary focus of fiscal consolidation will be on increasing non-oil revenue to 
levels consistent with an efficient delivery of necessary public services. The priorities are to 
raise efftciency in the tax and customs administrations in order to reduce fraud and evasion, 
and to continue broadening the tax base. On the expenditure side, the authorities will 
strengthen budget programming and expenditure management, and will enhance the 
effectiveness of public spending, particularly in the priority sectors. 

13. The structural reform effort during the three-year program will pursue the following 
main objectives: (i) private sector development; (ii) the strengthening of economic and 
administrative management; and (iii) poverty reduction. Policies for private sector 
development will center on completing the public enterprise reform and privatixation 
program; reforming the financial sector; and improving the transportation network. 
Economic and administrative management will be strengthened through a comprehensive 
capacity- and institution-building program; the decentralization of the public administration; 
and a fundamental reform of the civil service. Finally, in the area of poverty reduction, the 
Chadian authorities will integrate the strategy presented to donors at the April 1998 
roundtable and in sectoral meetings on health, rural development, education, and 
transportation into a comprehensive and fully costed poverty reduction strategy that will 
guide government action and help to coordinate donor assistance. The authorities intend to 
formulate this poverty reduction strategy over the course of the next 12 months, in close 
consultation with civil society and their external partners. 



-43- APPENDIX I 
ATTACHMENT 

V. THEPIWGRAMFOR 1999-2000 

14. Real GDP growth is projected to pick up to about 4 percent in 2000, after a 
contraction of about 1% percent in 1999, reflecting substantial gains in cotton and food crop 
production after favorable rains, the expansion of cotton and sugarcane processing activities, 
and oil-related construction. Gross investment should increase from 17.0 percent of GDP in 
1999 to 22.7 percent of GDP in 2000, with an increased share of private investment related to 
the oil pipeline construction project. Gross domestic savings are expected to rise to 
0.5 percent of GDP in 2000, following a dissaving on the order of 1.2 percent of GDP in 
1999. Inflation is projected to stabilize at about 3 percent on annual average during 1999- 
2000. The external current account deficit (excluding grants) is projected to widen from 
20.5 percent in 1999 to 24.4 percent in 2000, mainly on account of the considerable increase 
in imports related to investment in the oil sector. 

A. Public Finances 

1s. The budget for the year 2000 targets a current primary surplus of 1.5 percent of GDP. 
Overall revenues are projected to remain at about 9.6 percent of GDP in 2000. Current 
primary expenditure will be limited to 8.3 percent of GDP; however, within this ceiling, the 
authorities intend to increase operating expenditure in the priority sectors by 20 percent and 
to absorb an increase in the wage bill of CFAF 4 billion, reflecting the financial effects of 
automatic advances in the civil service, which were frozen in 1994. Moreover, in keeping 
with the provisions of the 1996 constitution, the 2000 budget provides allocations for the 
initial cost of administrative decentralization and the introduction of constitutional bodies. 
Total investment spending is budgeted at 11.6 percent, The overall fiscal deficit (on a 
commitment basis and excluding grants) is projected at I2 percent of GDP. 

16. For 2000, the only change in the area of taxation is the introduction on January 1, 
2000 of the value-added tax (VAT) at the single rate of 18 percent, replacing the turnover tax 
(TCA). Preparations for the implementation of the VAT are well advanced, including the 
public information campaign. A study will be conducted by December 1999 to determine the 
exact number of enterprises subject to the VAT, including those currently paying the single 
general tax (Imp& g&~&al Jib&&ire-IGL). 

17. The tax directorate @IT) will also improve the management of the register of 
taxpayers to ensure effective tax collections. The collection of taxes and other revenues paid 
on the basis of taxpayer declarations will gradually be transferred from the Treasury to the 
DIT between December 1999 and January 2001, beginning with amounts owed following 
audits. A working group will be established by end-1999 to facilitate this transfer of 
authority. The DIT will also, by December 1999, institute a procedure for coordinating tax 
audits. The government intends to increase the resources allocated to the DIT to enable it to 
conduct spot checks on VAT compliance, to verify that public enterprises actually pay this 
tax, and, by June 2000, to establish procedures for inventory audits to combat the 
proliferation of clandestine imports. In 2000, the authorities will begin the process of 
streamlining the land registry of&e, starting with N’Djamena. 



-44- APPENDIX1 
ATTACHMENT 

18. The budget also foresees an increase in customs revenues, baaed on the introduction 
of the computer&d customs system (SYDONIA) in early 2000, and implementation of the 
action plan to reduce exemptions, fraud, and smuggling, as well as to reinforce internal audit 
procedures. In this context, the authorities have also taken steps to improve the functioning of 
the system for monitoring exemptions of imports under government contracts financed by 
external donors. 

19. The Chadian authorities will eliminate the remaining temporary surcharges on 
imports by July 1,200O and, by December 2000, abolish all exemptions that are incompatible 
with the CEMAC tax and customs reform. The Chadian authorities also intend to work with 
their regional partners to gradually reduce the maximum rate for the common external tariff. 
Finally, in keeping with the planned gradual phasing out of the protection of domestic sugar 
production, the reference price for sugar for 2000 will be reduced from CFAF 350 per 
kilogram to CFAF 340 per kilogram. 

20. On the expenditure side, the government intends to reinforce the system of internal 
and external auditing of public expenditure by strengthening institutional agencies, such as 
the Accounting Chamber of the Supreme Court, as well as by using external auditors. To 
rationalize the expenditure management system, the accounting and budget nomenclatures 
will be harmonized, accounting procedures simplified, the system of economic and 
functional classification of expenditure updated and extended to capital spending, and 
treasury operations computerized. Treasury cash-flow management will be based on a system 
of monthly forecasting and analysis of revenues and expenditures, drawing on the monthly 
cash-flow management plan that the government intends to implement with the start of the 
new fiscal year. 

21. To enhance the effectiveness of govenunent spending, a public expenditure review 
will be launched with World Bank assistance in March 2000, paving the way for annual 
reviews. Moreover, the government will start the transition from the public investment 
program (PIP) to the sectoral programming of expenditure, beginning with a few pilot 
departments. Beginning in the second quarter of 2000, the government will introduce a 
monitoring system for reconciling commitments and actual expenditure in the education 
sector on a quarterly basis, and will gradually extend this system to other priority sectors, 

22. Management of the wage bill will remain critical to controlling overall expenditure. 
The government intends therefore to maintain its policy of limiting recruitment to the priority 
sectors and in 2000 will launch the process of civil service reform. In the meantime, the files 
of the payroll oflice will be harmonized with those of the Ministry of Civil Service-the 
computerized payroll management system has been upgraded to ensure Year 2000 (Y2K) 
compliance. 

23. Finally, the Chadian authorities intend to clear the remaining domestic payments 
arrears over the program period. The stock of verified domestic arrears will be updated by 
end-September 2000, and a program for settling the arrears will be established. Some 
combination of the following three options will be negotiated with eligible creditors: (i) cash 
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payments against discounts on the nominal value of the claim; (ii) rescheduling the debt ovef 
a period of about ten years; or (iii) exchange for a new government debt instrument. The 
program will be financed with resources to be obtained from Chad’s external partners, the 
proceeds of privatization operations, and future budgetaty resources. 

B. Money and Credit Policy 

24. The monetary policy conducted at the regional level by the BEAC continues to aim at 
strengthening the external reserves of the monetary union and containing inflation by means 
of a prudent credit policy. In 2000, an increase in broad money of about 1.3 percent is 
projected, and one of about 5 percent for domestic credit; net external assets of the banking 
system are expected to decline by about 5.3 percent. The quarterly ceilings on net bank credit 
to the government are set out in the annexed Table 1, and will be adjusted in the event of 
shortfalls in external financing relative to projections. 

25. In the tinancial sector, the authorities have divested their controlling stake in the 
commercial banks. They will continue to work with the regional banking commission ‘. (COBAC) to ensure that Chadian banks are in compliance with the prudennal norms and will 
support the adaptation of these norms to international standards. More specifically, the 
authorities will ensure that the domestic banking system is strengthened, in particular by 
raising minimum equity capital to CFAF 1 billion-the level already reached by local banks. 
To encourage small- and medium-scale savings and investment, the government of Chad will 
begin a study of microfinance institutions, with a view to defining a strategy to promote 
them. The government will encourage commercial banks to reduce their dependence on crop 
credits. 

C. Structural Policies 

Private sector development 

Public enteqwises 

26. The government will resolutely pursue its public enterprise privatization policy. The 
management of the electricity and water company (STEE) will be privatized in January 2000. 
Following the adoption of the Law on Electricity and the water code, the government will 
continue to strengthen the regulatory and institutional framework. The implementing 
legislation and the water and electricity regulatory bodies will therefore be in place before 
September 2000. In addition, a feasibility study will be carried out on water tariffs. The 
regulatory bodies will adjust tariffs annually. The same type of regulatory provisions will be 
implemented in 2000 in the telecommunications sector, following the granting of a license to 
a private operator to exploit a celhrlar telephone network and the improved capability for 
satellite connection to the international network, The process of privatizing the 
telecommunications company (SOTELTCBAD) will begin in May 2000 with the hiring of 
consultants to launch the tender for bids. Regarding the postal service, the government has 
decided to keep it in the government portfolio. The government has chosen an offer for the 
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sugar company SONASUT and will open negotiations with the buyer by March 2000. The 
sale process should be completed within 12 months. The government will complete the 
privatization of the national road maintenance company (Societtc Nationale d’Entretien 
Routier, or SNER) by end-June 2000. Finally, cotton sector liberalization will begin before 
the end of the year. The study on separating COTONTCHAD’s oil and soap activities from 
ginning will be completed by June 2000. 

Pricing policies 

27. Regarding pricing policies, by March 2000, the government will examine the 
possibility of adopting a new mechanism for automatically adjusting petroleum product 
prices. The mechanism would pass changes in world market prices through to retail prices, 
with a view to fully liberalizing the latter over the medium term. 

Road muintenance 

28. In the context of its policy for ensuring the financing of routine road maintenance, a 
portion of the oil taxes collected are deposited directly in the Autonomous Road Maintenance 
Account (CABR), supplemented by a budgetary allocation of CFAF 1.7 billion and other 
amounts included in the pricing structure for these products. All financial transactions of the 
CABR will be duly registered in the table of government financial operations (TOFE). To 
ensure the CAER’s total financial independence vis-a-vis the government budget, a user fee 
will be introduced beginning in 2001 in the pricing structure for petroleum products, 
following a fill audit ofthe CAER’s accounts; the effect on pump prices will be reviewed 
and the structure of petroleum product prices revised, if necessary. 

Judicial reform 

29. In the area of judicial reform, the government intends to ensure application of the 
Uniform Acts of the Organization for the Harmonization of Business Law in Africa 
(OHADA) in Chad. The Judicial Reform Committee, which combines the public and private 
sectors, will be made operational in order to review existing commercial legislation and 
propose improvements, including the establishment of an arbitration tribunal. By June 2000, 
the authorities will develop an action plan for gradually increasing the number of qualified 
magistrates and auxiliary legal staff and will increase budgetary allocations to the justice 
system over the program period. 

Strengthening the regulatory framework 

30. The authorities intend to intensify their efforts to improve conditions for private 
economic activity. They will adopt and implement a national investment charter in line with 
the provisions of the CEMAC regional charter and will seek to further improve the payments 
system and other trade services, such as insurance and transit services with their regional 
partners. 
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Economic and administrative management 

Cqmcity and institution buihiing 

31. The government of Chad intends to embark on a comprehensive program of capacity 
and institution building, in order to improve transparency and governance, and to strengthen 
the public administration. Beyond the specific measures outlined above in the area of tax 
administration and expenditure management, the authorities intend to fbrther strengthen the 
system of economic policy coordination committees (particularly the High Interministerial 
Committee and the Technical Committee). The research and forecasting directorate will be 
strengthened in 2000 so that it can prepare an annual macroeconomic framework, which will 
be updated on a quarterly basis, as an input to budgetary programming and execution. 

Adminisbwtive decentruliz&on 

32. The 2000 budget provides for the initial costs of administrative decentralization and 
establishment of the bodies envisaged in the 1996 constitution. This decentralization is a 
central element of the government’s policy for improving the delivery of public services to 
the population. To ensure that the establishment of decentralized institutions meets this 
objective, the government will complete by September 2000 a detailed analysis of the 
financial impact of the new system, based on a clear definition of the fUnctiona and 
expenditure responsibilities and the taxation authority of each administrative level, and will 
define and implement budgetary rules and procedures for the local administrations, including 
sanctions for noncompliance. In parallel with this transfer of tinctions, the authorities will 
also establish by September 2000 a program for the gradual transfer of human, technical, and 
financial resources from the central government to the local administrations. 

Civil service reform 

33. Civil service reform is an essential element of controlling the growth of the wage bill, 
and of improving the public administration. Therefore, the authorities have set a firm 
timetable for implementing the recommendations of the technical commission for civil 
service reform which were adopted by the government at end-1998. To that end, the 
government will, by June 2000, conduct a review of the existing statutes and of present 
practices in relation to, inter alia, indemnities, other allocations, and mission expenses. To 
facilitate the transition to a merit-baaed remuneration and advancement system, a minimum 
set of objective performance criteria will be established by the same date, and training in 
their application will be provided to supervisors. A study of possible ways of revising the 
wage scale system will be completed by September 2000, and a timetable for the transition to 
the new remuneration and advancement system will be adopted by the government by end- 
2000. 

34. Similarly, by end-2000, the government will prepare an analysis of actual civil 
service requirements in terms of skills and competencies, including at the local 
administrative level, and will design a program for reducing the size of the civil service 
through voluntary departures. The government is tblly aware of the need for closely 
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involving trade unions and other concerned parties, including the parliament, in this process 
to facilitate execution of the reforms envisaged; therefore, the government will consult 
closely with these partners at every stage of the process. 

Poverty reduction 

The poverty reduction strategy 

35. The government will launch a process of consultation with civil society and its 
external partners to develop a comprehensive poverty reduction strategy by October 2000. 
This process will take the form of a series of seminars and conferences to deliberate on the 
various elements of the strategy, which will incorporate the government’s various sectoral 
policies, and will provide a precise cost analysis of all proposed measures and provisions. 
The consultation process will culminate in a seminar scheduled for September-October 2000, 
at which the strategy will be endorsed. This strategy will use available statistical indicators, 
which will be updated regularly. It will also serve as the basis for designing the government’s 
economic and social policies during the remainder of the program, and will prepare the way 
for the transition to the oil era. 

3;. The scheduled household budget/consumption survey will be adapted to provide 
measurable and differentiated poverty indicators, and an effort will be made to coordinate the 
collection and dissemination of statistics by all services and donors working in the various 
sectors. 

HeaZth 

37. Policy in the area of health will continue to be guided by the approach presented at 
the sectoral meeting on health in March 1999. This policy is based on four main objectives: 
(i) developing high-quality basic health services accessible to the entire population; 
(ii) increasing the number of trained health care personnel, particularly in health centers; 
(iii) improving the management of the health care system; and (iv) stepping up efforts to 
eradicate endemic and epidemic diseases. Specific quantitative targets will be set in each of 
these areas by March 2000, and progress will be monitored using the appropriate statistical 
indicators. 

38. In order to provide optimal health coverage, the adopted approach seeks as a priority 
to consolidate the implementation of the minimum package of activities (PMA) and the 
supplementary package of activities (PCA), the administration of which will be concentrated 
at the district level. In order to improve the quality and accessibility of health services, health 
coverage will gradually be extended to all districts by making sure that all health centers are 
operational. A three-year program aimed at staffing each health center with at least one 
qualified nurse will be launched in 2000. 
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Education 

39. By end-2000, the government will adopt an Orientation Law on Education. The key 
objectives and major directions of government policy in this sector will be presented to 
donors at a sectoral meeting on education, to be held in January 2000. Government policy 
will focus on immediately raising primary school enrollment rates, and improving instruction 
and conditions for teaching and learning. To that end, by end-March 2000, specific targets 
will be established in these areas for the program period. 

40. Operating expenditure in the education sector has been increased by 20 percent in real 
terms in the 2000 budget. To increase spending effectiveness, a monitoring system allowing 
commitments to be matched with actual expenditure on a quarterly basis will be implemented 
in the sector, beginning in the second quarter of 2000. 

41. The government will institute new standards for teacher training in 2000 and will 
develop a training system for their implementation, A program for gradually transferring the 
management of schools and teaching staffto the local level will be formulated in 2000. 

42. Beginning in 2000, the statistical information system will be strengthened, with 
support Born external partners, in order to extend the system for monitoring and evaluating 
the quality of education. The authorities will define a series of preliminary indicators, which 
will provide a basis for the speciftc. targets for improving the principal education indicators in 
the medium term. 

Social reintegration of demobilized soldiers 

43. Having successfidly completed its demobilization program, the government now 
faces the task of reintegrating the demobilised soldiers into civil society. A pilot project, 
prepared with World Bank support, was launched in five prefectures in January 1999 after 
considerable delays and administrative difficulties. In light of the results thus far, the 
government is thinking of moving to the regular phase of the program, which would entail 
reintegrating demobilized soldiers across the entire territory through a series of small-scale 
projects. Financing for this reformulation and for the overall program will be sought from 
donors to ensure the program’s continuation into 2000 and beyond. 

Rural development 

Agriculture 

44. One of the most important elements of the government’s agricultural policy in 2000 is 
reform of the cotton sector. In December 1999, the government will adopt a comprehensive 
strategy for liberalizing the sector after a process of intensive consultation with stakeholders. 
This strategy sets out the timing of key steps in the liheralization process, which includes 
three aspects of reform. The institutional aspect aims at liberalizing the sector and making it 
more competitive. The key element of this aspect of the reform is government divestiture of 
COTONTCHAD. The second aspect-provision of training and support to producers-seeks 
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to involve producers in managing the sector. The third aspect deals with professionahzing 
producer organizations, thereby enabling them to gradually take responsibility for their 
activities. 

45. The second major axis of the government’s rural development policy is enhancing 
food security. The government will continue to improve producer support services, 
particularly by promoting research and extension services. The corresponding budgetary 
allocations will be increased in 2000. Over the course of the year 2000, the Ministry of 
Agriculture will define a strategy for strengthening producer associations, and enabling them 
to secure the necessary financing for purchasing inputs and agricultural equipment, and for 
providing transport for the harvests. Also, producers will receive training in improving their 
agricultural techniques, and in establishing reliable distribution and marketing channels. The 
authorities also intend to promote and support the development of small-scale rural finance 
institutions. 

Transportation 

46. A key factor in the transportation policy is the extension of the national network of 
permanent roads in rural areas; in this connection, a ten-year investment program was 
formulated and presented to donors at the transport sector meeting in November 1999. 
Transport services and road maintenance work were liberalized during the previous program, 
and a mechanism for financing the maintenance work through CAER has been established. 

47. In 2000, the government intends to continue privatizing road maintenance and 
increasing user participation in the administration of road maintenance funds. Emphasis will 
be placed on extending and maintaining the road network in rural areas to improve the 
movement of food and cash crops (especially cotton), and to reduce transport costs. To this 
end, financial and technical assistance for local projects to maintain roads and expand 
transportation in rural areas will be increased. 

48. Also, in 2001, the government will launch a study on the granting of concessions for 
the five major airport facilities as an integral part of the government’s policy to open up the 
country. 

Environment 

49. In March 2000, the government will launch the preparation of a National 
Environmental Action Plan (PNAE), which will be adopted by end-2002, as well as an 
Information, Education, and Communication (IEC) campaign. Other supplementary actions 
are envisaged in the short term, particularly the incorporation of environmental aspects into 
the planning and programming processes used by the Ministries of Finance and Planning, 
beginning with the formulation of the 2001 budget, and the carrying out of a feasibility study 
of the most urgent cross-border environmental activities (Lake Chad). 
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D. Strengthening the Statistical System 

50. Following a study of the statistics system, a law to regulate Chad’s statistical 
activities was adopted in June 1999. It defines the institutional framework, the major 
statistical principles, and the relations between the bodies responsible for producing official 
statistics, as well as the relations with other organizations that produce statistics outside the 
national statistics system. The law also spells out the circumstances in which a response to 
statistical surveys is.obligatory, defines the confidentiality of statistics, and sets out the 
resources for operating the national statistics system. The establishment of a High Statistical 
Council and a Statistical Programs Committee is envisaged to implement the law, and a 
decree defining the legal status of the central statistics agency has been adopted, thereby 
enabling it to play its role in full. 

51. A national six-year statistics program will be designed by February 2000, and the first 
year of this program will be included in the 2001 budget. In addition, a study of the 
periodicity and the data currently produced by all the services and agencies outside the 
national statistics system will be carried out by end-March 2000, with a view to better 
identifying statistical requirements for improving and monitoring the effects of poverty 
reduction policies. 

E. The Balance of Payments and External Financing 

52. A deterioration of the external current account deficit (excluding official transfers) 
from 20.5 percent of GDP in 1999 to 24.4 percent is projected in 2000, mainly because 
cotton exports, despite the strong decline in world cotton prices, will increase. Export values 
will increase by 8.7 percent in 2000, while the value of imports (excluding the pipeline 
project) will increase by 9 percent in 2000. In view of the sizable capital inflows linked to 
investment projects, a capital account surplus of CFAF 190 billion is projected. Chad’s 
contribution to the CEMAC’s external reserves will be slightly negative in 2000. 

53. The authorities have almost completed the internal reconciliation of the external debt 
data. These data will be used by IMF staff to prepare an analysis of Chad’s external debt 
sustainability, which will make it possible to determine Chad’s eligibility for debt relief 
under the HIPC Initiative. 

54. The 1999 financing requirement is wholly covered by financial assistance from the 
World Bank, the European Union, France, and the International Monetary Fund. The 2000 
financing requirement is estimated at CFAF 26.8 billion. External assistance already 
identified, principally from the World Bank, the European Union, the African Development 
Bank, and France, should suffice to cover this deficit, To consolidate the tax situation and to 
secure social expenditure, the authorities intend to seek a rescheduling of the eligible debt 
service from Paris Club creditors in 2000. 
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F. Program Monitoring 

55. During the period December 1999-October 2000, the program will be monitored by 
means of quantitative performance criteria and quarterly benchmarks, as well as structural 
benchmarks. End-December 1999 and end-June 2000 quantitative benchmarks are the 
indicators for monitoring program progress, while those for end-March and end-September 
2000 constitute performance criteria. The quantitative benchmarks and performance criteria 
shown in the attached Table 1 include (i) a ceiling for net claims of the banking system on 
central government; (ii) a floor for the current primary balance; and (iii) a floor for the net 
reduction of domestic payments arrears of the central government; (iv) the nonaccumulation 
of central government external payments arrears; (v) a ceiling for new nonconcessional 
external borrowing with maturities of more than one year, contracted or guaranteed by 
central government; and (vi) a ceiling on the change in short-term external borrowing 
maturing in under one year, excluding normal trade financing. Benchmarks (iii) to (vi) must 
be respected continuously throughout the program. Indicative benchmarks for program 
progress are the following: (i) total budgetary revenue; (ii) total current spending, excluding 
interest; and (iii) total wage bill of central government. Noncompliance with these indicators 
will give rise to discussions with IMP staffto determine the appropriate corrective measures. 
In addition, throughout the program period, the government will not impose or intensify 
restrictions on payments and transfers for current international transactions, will not 
introduce or modify multiple currency practices, will not conclude bilateral payments 
agreements which are inconsistent with Article VIII, and will not impose or intensify import 
restrictions for balance of payments reasons, 

56. Monitoring of the program will in&de the following structural criteria, shown in the 
attached Table 2: (i) the adoption, by the Council of Ministers, of a comprehensive strategy 
for liberahzing the cotton sector over the medium term, before mid-December 1999; (ii) the 
operational implementation of the Judicial Reform Commission before mid-December 1999; 
(iii) the establishment of a separate structure to absorb the non-performing claims of the 
STEE (sbwture de centonnement) before mid-December 1999; (iv) the appointment of a 
general controller and agreement on the rehabilitation plan for COTONTCHAD before end- 
March 2000; (v) the completion of the study on the separation of COTONTCHAD’s oil and 
soap production activities and the launching of the tender for bids for its privatization before 
end-June 2000; (vi) the harmonization of the files of the civil service ministry and of the 
payroll before end-June 2000; (vii) the tinalization of the proposals to reform the civil service 
regulations before end-June 2000; (viii) an evaluation of the financial impact of the 
introduction of the decentralized administrative structure before end-September 2000; 
(ix) the establishment of a monthly cash-flow plan before end-March 2000; (x) the 
completion of a study of the periodicity of data currently produced by the statistics system 
before end-March 2000; (xi) in the area of health, the establishment of an action plan for the 
transfer of the management of primary health care services to prefectoral hospitals and health 
districts by end-December 2ooO; (xii) in the area of education, the establishment of an action 
plan to institute a mechanism for monitoring actual expenditure by end-June 2000; (xiii) in 
the area of rural development, the adaptation and start-up of training programs by end- 
June 2000; and (xiv) the examination of an automatic adjustment mechanism for the retail 
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prices of petroleum products by end-March 2000. Benchmarks (i) to (iii) are prior actions for 
consideration of the program by the Executive Board of the IMF. Benchmarks (iv), (ix) and 
(x) are the program performance criteria. 

57. The government of Chad will conduct the first program review under the first year of 
the PRGF arrangement with the staff of the IMF before end-June 2000. This review will 
examine economic and financial developments during October 1999-March 2000, as well as 
the revised prospects for the rest of the year. Completion of the review, as well as compliance 
with the end-March 2000 performance criteria, will condition the disbursement of the second 
loan under the first arrangement. A second review will be conducted with Ih4F staff before 
end-December 2000. This review will cover economic and financial developments during 
2000; it will take place jointly with the negotiations on the program for the second year of the 
arrangement, covering the period October 2000~September 2001. 
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Tablel.Chad: Pre’ mave Performance Criteria and Benchmarks 
98”“’ During the First Year tt er the Poverty Redo&m and Growth Facility 

October 1,1999September 30,200O 
(In billions of CFA fraacs, for 2000 cumdative from January 1,2C@O, 

UnIess othelwise ill&M) 

Quantitative performance criteria and be&marks 
Ceiliig & net banking system claims on the central 
Floor on cotrent primary bodget balance 4/ 
Floor on net reduction of domestic payments arrears 
of the ce.nhal government 51 
Nouaccumulation of external payments arrears of 
the central govemmeut (cumulative since Sep. 99) 6/ 7/ 
Ceiling on new nonconczssional foreign bormwing of 
more tlm 1 year con&acted or goama&d by the 
central governmeat (cmmdative) 6/ 8/ 
Ceiling on net change in short-term external 
borrowing with a maturity of less than 1 year, except 
lmmal bade financhlg (wlnulativc) 61 

Dec. 31, Mar. 31, Jua 30, Sep. 30, Dec. 30,3/ 
1999 2000 l/ 2000 21 2000 II 21 2000 2J 

-7.16 6.36 
8.2 -3.58 

0.54 -2.00 

zeta ikm 

12.76 
-0.96 
-5.50 

Z-cm 

13.21 
-0.1 

-5.50 

zero 

3.30 
7.24 

-9.00 

Z.em 

Indicative benchmarks and monitors of program 9/ 
Total revenue (excluding grants) lO/ 
Total torrent notiterest speadiag 

Of which: on education 
on he&h 

Total wage speading by the central government 
(in&ding military) 

Zero Zero Zem Zero Zero 

Zero Zero Z.-em Zero 

87.2 16.6 42.8 64.2 95.8 
79.0 20.2 43.8 64.3 88.5 

3.2 0.8 2.0 3.0 4.4 
3.1 0.7 1.8 2.7 4.0 

44.6 12.7 25.4 38.0 50.6 

Adjustors 
Balance of payments assistance 27.2 3.1 5.1 8.0 23.8 

Ofwhich: Adjustment leading (excl. IMF) 25.5 0.0 0.0 0.0 13.8 
Adjustment grants 1.7 3.1 5.1 8.0 10.0 
D&t relief 0.0 0.0 0.0 0.0 0.0 

Sources Chadiau authorities; Bask of Central African States (BEAC); and staff estimates aad projections. 

l/ Tllese targets will c.Jastitote performance criteria of the program. 
2/ Indicative targets; delinitive targets, as well as performance criteria for end-September 2000. will be set at the time of the midterm 
review. 
31 The targets will be adjusted (i) upward for a shortfall in balance ofpayments assistaoce (as id&lied in the adjustors and excluding 
projected lending and grants) up to ao amount eqoivalcat to 75 percent of the shortfall; (ii) downward to the full extent of any excess of 
balance of payments assistance over projected amounts; and (iii) downward to take account of a lower repayment of domestic arrears 
than foreseen under the program for the corresponding period 
4/ Defiacd as total revenue less gmnts, mines torrent primary spending (curnot spend& less demobilization and reiaserrion outlays, 
electoral and other one-off outlays, and i&rest). 
51 The target for the reduction of domestic payments arrears till be adjusted downward to the full extent of any difference between 
projected and actual receipts from privatimtion 
61 Monitored on a continuous basis. 
7/ Excluding external payments arrears incorred pending debt reschcduliig. 
8/ Jo millions of U.S. dollars. Noaconcxssioaal loans d&ted as loans with a grant element of less thao 35 percent, using discount rates 
based on the commercial interest reikcnce rates (CJRRs). Exceptions will be made for a nonconcessional IBRD loan in an amount of 
USS35 million contracted by the government of Cbad in the context of the Chad-Cameroon Pipeline Project. 
91 These indicators will not constitute performance criteria of the program. 
101 Net of reimbursements under the system oftreasmy checks. 
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Table 2. Chad: Possible Structural Performance Criteria and Benchmarks 
For the First Year Under the Poverty Reduction and Growth Facility 

October 1,1999+ieptember 30,200O 

Tsrget Date 

Prior actions 
Adopt in the Council of Ministers au oversg stmtcgy for the. libemhmtion over the medhmr term 
of the wtton sector and launch a public information campaign onthe objectives and stops of the 
reform, hdrdiug the wufinned disengagement of the government, according to a fixed 

Make operationat the JudiciaJ Beform Commission, comprising the private sector, civil society 
and the public sector, so that it can review existing wmmercial legislation and propose measures 
for rationahig and modemiring it 
Put in place a debt rcorgauimtion structure of “cautomtement” for the water and electricity 
wmpany @TEE) 

Public enterprises 
Nominate a genersl wnnoller for cotton wmpauy (COTONX!BAD) and adopt the restructuring 
nlan r--- 
Complete the study of the sepsmtion of COTONTCBAD’s oil snd soap mamrfactming activities 
of and launch tender for bids for privatization 

Civil service reform aad administrative dcceatraliition 
Harmoui2.e the files of the civil service ministry and the payroll files 
Finalire pmposals for reforming the statutes and application texts of the civil service, and submit 
these to the governmwt 
Evabmte the finsncial irnplicstions of the implemcmation of the decemralized sdministmtivc 
stmehue 

Treasury aad expeaditurc management 
Implement a monthly cashflaw plan at the tressmy based on a system of analysis and projection 
ofthccashflow 

Poverty redaction 
Complete study of periodicity of data aud of the statistics actually produced by the statistical 
apparahls 
Heslti establish an action plan for nausfcrriug the responsibility for basic health care services 
and for msiutaioine hcahh centers to the urefectoml ho&ah aud the health districts 
Ekhmation: establi& au actton plan to c&e and impleritent a monitoring mechsnism to compare 
wmmitments and actud spendhg in the education sector 
Rural developmcat: Adapt aad launch haiahg programs in agricultmal, herding,aud fishing 
techniques 

other 
Examine the possibility of adopting an automatic adjustment mcchaaism for the adjustment cd 
retail petroleum prices 

Prior action 

prior action 

Prior action 

By March 3 1,2000* 

By June 30.2000 

By June 30,200O 

By June 30, 2000 

By September 30, 2000 

By March 3 1,2000* 

ByMsrch31, 2000* 

By December 3 1,200O 

By June 30,200O 

By June 30.2000 

Byhfarch31.2000 

* Sign&s a stntctumJ performauce criterion onder the program for end-March 2000. 
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CHAD: PRELIMlNARYFRAMEWORKFORA 
NATIONALPOVERTYREDU~IONSTRATEGY 

I. INTRODUCTION 

1. In the context of a three-year Enhanced Structural Adjustment Facility (ESAF), which 
expired on April 30, 1999, and of the structural adjustment program supported by three IDA 
credits (the last of which was approved in May 1999), Chad has made substantial progress 
over the past years toward macroeconomic and financial stabilization, and in the 
implementation of structural reforms aiming at lifting the obstacles that hinder economic 
growth and delay access of the majority of the population to economic opportunities. Aver 
reviewing the results of this first adjustment program with civil society and external partners 
during an evaluation seminar held in N’Djamena in June 1999, the Chadian authorities have 
decided to pursue and strengthen the reform process. They thus intend to formulate and to 
implement a new structural adjustment program. This program will be based on a global 
poverty reduction strategy, which will integrate the government’s economic, financial, and 
social policies. 

2. In order to support its efforts toward poverty reduction and economic, financial and 
social reform, the Chadian government requests from the International Monetary Fund a 
three-year program under the Poverty Reduction and Growth Facility (PRGF). The 
government also intends to request support from the World Bank and other external partners 
for this adjustment program. It is aware that the elaboration and implementation of a national 
poverty reduction strategy will demand considerable effort and the broad participation of all 
the social partners in Chadian society. Some time will therefore be required to prepare a 
poverty reduction strategy paper (PRSP), that can be used as a basis to coordinate the 
government’s economic, financial, and social policies, as well as the program supported by 
Chad’s external partners, particularly in the context of the enhanced Heavily Indebted Poor 
Countries Initiative (FIIPC). The government has begun the work of formulating this strategy 
in accordance with the interim procedures communicated by the joint mission of the Fund 
and the World Bank in the month of November 1999. The government is confident that a 
PRSP can be drafted within the next 12-15 months. 

3. While starting the elaboration of a poverty reduction strategy, and without prejudging 
the results of the consultation with its partners in the context of a broad participatory process, 
the government has already set out, as preliminary guidelines, some of the principal 
objectives of its economic development program. Poverty reduction is the principal objective 
of the government of Chad. The first step of the government’s strategy in this area includes 
the articulation of the macroeconomic framework and of the orientations of the political and 
structural policies, as described in the memorandum of economic and financial policies for 
the first year of the PRGF -supported program, and a matrix of policies aiming at enhancing 
economic growth and reducing poverty, This note summarizes this macroeconomic and 
structural framework, describes the envisaged process leading up to the elaboration of a 
national poverty reduction strategy, and lays out the corresponding timetable, which aims at 
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the articulation of a PRSP by end-2000. The Chadian government intends to inform the 
Executive Boards of both Bretton Woods institutions on a regular basis of its progress in 
elaborating the strategy, and wishes to call on the assistance of the staff of both institutions as 
required. 

m. m CONTEXT OF THE PROPOSED w PROGRAM 

4. The results of the 1995-99 program supported by the first ESAP and the World 
Bank’s structural adjustment operations have been broadly positive. Real economic growth 
reached 4.6 percent on average during 1995-98; inflation was brought down from an average 
of 9 percent in 1995-97 to 4.3 percent in 1998. Despite difftculties in mobilizing the expected 
level of revenue, the public finance situation has improved considerably, and the central 
government’s budget has registered positive primary current balances since 1997, thanks to 
firm control over expenditure. The government has nonetheless ensured a constant increase 
of budget allocations to the priority sectors in the fight against poverty, the reduction of 
domestic payments arrears, and the clearing of remaining external arrears. Important progress 
has also been achieved in the area of structural reform, particularly regarding the withdrawal 
of the state from economic activities and economic liberalization. These financial 
consolidation and economic reform efforts have taken place in the context of political 
liberalization and the installation of democratic institutions. Chad adopted a new constitution 
by referendum, democratically elected its President and National Assembly, set up a 
Supreme Court and intends to start the decentralization process mandated by its constitution. 

5. In spite of this progress, Chad faces considerable challenges in its tight against 
poverty. The country remains one of the poorest in the world (it ranked 164th out of 174 
countries surveyed by the United Nations in its last human development report). Almost two- 
thirds of Chadians live below the poverty line, and 80 percent of the population subsists on 
less than a dollar a day. Demographic, health, and education indicators bear witness to the 
magnitude of the challenges that must be overcome in order to raise income, significantly 
improve living conditions, and durably reduce poverty. The long years of civil war have 
considerably slowed-or even reversed-the development of essential physical and 
economic infrastructure, exacerbating the serious problems that stem from the country’s 
landlocked situation and fluctuating climatic conditions, The structure of the economy is not 
diversified or competitive enough, making it even more vulnerable to external shocks. 

6. The government is committed to pursuing its adjustment efforts, in order to achieve 
as rapidly as possible the transition from crisis management and macroeconomic stabilization 
to the implementation of the economic and social policies that will allow for a durable 
reduction in poverty. This goal, which motivates the government’s development policy, 
requires sustained economic growth, at a much faster pace than has prevailed in the past few 
years. To achieve such growth rates, Chad will need to consolidate its gains in the area of 
macroeconomic management, pursue an aggressive policy to raise domestic savings, 
encourage domestic and international investment, and foster private sector activity, while 
ensuring the proper implementation of a coherent poverty reduction policy. 
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7. The exploitation of oil resources, which is due to start in 2004, would provide Chad 
with an opportunity to accelerate its development process. The Chadian parliament already 
adopted in end-1998 an oil revenue management law that prescribes the allocation of the 
major part of these resources to the priority sectors in the fight against poverty and that sets 
up the surveillance and control mechanisms to oversee this use. Management of these 
resources will also require improving governance and the capacity of the government to 
manage public affairs. Thus, during the next program, the Chadian authorities will stress 
administrative and institutional capacity building, and acceleration of the structural reforms 
(e.g., through a reform of the legal framework and the fostering of private sector activity) that 
are needed to create an environment conducive to private sector development and to the 
participation of ah Chadians in development actions. The government has adopted a Strategy 
for Economic Management in the Oil Era that confirms its commitment to poverty reduction 
goals, as well as to the reforms and economic management measures necessary to reach these 
goals. 

III. MEDIUM-TERM Omcrms AND STRATEGIES 

8. The main objectives of the government’s program for 2000-02 are (i) elaborating, 
through a participatory process, a national poverty reduction strategy, which will serve as the 
global framework for Chad’s economic, financial, and social policies; (ii) to support this 
principal objective, maintaining macroeconomic stability, pursuing fiscal consolidation, and 
achieving faster economic growth; (iii) improving the efficiency of public affairs 
management in general, and more particularly of financial resources; and (iv) finthering 
economic liberalization, continuing the process of state withdrawal from activities of 
production, and fostering private initiative. 

The main macroeconomic targets for the 2000-02 program period are the following: 
:j t . I sus am real GDP growth of at least 4 percent; (ii) annual inflation of below 3 percent; 
(iii) an increase in the current primary fiscal surplus balance to 1.5 percent of GDP by 2002; 
(iv) a reduction in the non-oil external current account deficit (excluding grants) to 
17 percent of GDP by 2002. In order to achieve the medium-term growth objective, Chad 
will need to boost investment and increase the domestic resources available to this end, 
through an increase in domestic savings and the implementation of policies aiming at a better 
mobilization of private domestic and external savings. The investment ratio is projected to 
increase from 17 percent of GDP in 1999 to over 40 percent in 2002, and domestic savings 
would rise from -1.2 percent of GDP in 1999 to 1.5 percent in 2002. Chad will nevertheless 
still need the financial assistance of its foreign partners to finance a huge part of its public 
investment program, as well as to close any eventual remaining financing gap. The latter is 
estimated at CFAF 108 billion (US%177 million) for 2000-02. 

10. Public finance policies will focus on strengthening the budget preparation process in 
order to orient it better toward poverty reduction goals; improving the tax and customs 
administration; and strengthening public expenditure management. The introduction of a new 
budget and accounting nomenclature, and the improvement of the macroeconomic 
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framework for the programming of public expenditures, as well as the progressive 
consolidation of public resources management, will allow for an improved consistency 
among financial, economic, and social policies. In terms of revenue, the objective is to raise 
the domestic resources available for development by broadening the tax base through a 
reduction in fraud and evasion, as well as by improving taxation of the informal sector. No 
changes in the tax structure are foreseen, except for the replacement of the turnover tax 
(TCA) by a single-rate value-added tax (TVA) in early 2000. As for expenditure, the main 
measures focus on a better allocation of budgetary resources to the priority sectors in the 
fight against poverty, the simplification and rationalization of public expenditure circuits to 
increase their efficiency, the strengthening of control and audit procedures, and finally, an 
increased transparency and broader diffusion of information on budget execution. 

11. Monetary policy will continue to aim at reducing the inflation rate, consolidating the 
country’s foreign asset position within the BEAC, and pursuing the ongoing consolidation of 
the financial and banking system. The Chadian authorities will work with the regional 
partners to improve the efficiency of BEAC interventions on the monetary market through 
increased use of indirect monetary policy instruments and the market determination of 
interest rates, in order to reduce financial intermediation costs. With a view to increasing the 
domestic resources available for private sector investment, the government will continue to 
limit its use of domestic bank financing. It will strongly support efforts aimed at reinforcing 
banking supervision by the COBAC, as well as any initiative to diversify financial 
instruments and institutions, and the improve the rural sector’s access to credit. 

Structural reforms during the 2000-02 period will focus on (i) poverty reduction; (ii) private 
sector development; and (iii) the strengthening of economic and administrative management. 
Policies to foster private sector development will aim for the complete withdrawal of the 
state from commercial activities; the strengthening of the financial sector, in particular 
through the rehabilitation of commercial banks and the promotion of micro-credit 
institutions, especially in the rural sector; judicial and legal reform, to ensure the security of 
private economic activity; increased public-private sector dialogue on all aspects of 
economic policy; and a special effort to maintain and extend the road network. 

12. Improvement in economic and administrative management will help support a broad 
institutional capacity-building program; the government expects World Bank assistance. This 
process will go in step with a far-reaching civil service reform, aimed at improving 
administrative efficiency through an appropriate staffing and skill mix at every level of the 
administration, and the rationalization of positions and tight control over the public wage bill, 
in particular through the replacement of automatic advancement by a merit-based 
advancement system. A second part of the reform focuses on administrative decentralization, 
as mandated by the constitution; this process will start in 2000, with the holding of local 
elections. The government will ensure that the process is based on a precise definition of the 
attributions and responsibilities of local administrations, and will lay out detailed rules to 
regulate the budgetary operations of the decentralized administrative units. 
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13. The poverty reduction policy will integrate the sectoral policies that have already 
been defined in the areas of education, transport, rural development, water supply, and 
health. Following the fourth Round Table held in Geneva in October 1998, the authorities 
have organ&d sectoral meetings on health and rural development. Sectoral meetings on 
transport and education are scheduled for November 1999 and January 2000, respectively. In 
order to prepare for these discussions, specific sectoral strategies and policies have been 
defined, in consultation with civil society, the private sector, and the external partners 
involved in these sectors, notably the World Bank, the European Union, the United Nations 
system, and France. 

N. ~F'ROACHAND'~SETABLEFORTHEPREPARATIONOFAPOWRT~'~IJCI'ION 
STRATEGY IN CHAD 

14. The government has decided ta start working as rapidly as possible on the elaboration 
of a national poverty reduction strategy (PRS), in association with all its development 
partners, both local and foreign. To support this strategy, the government wishes to benefit 
from a reduction of its external debt in the context of the HIPC Initiative, and intends to 
implement a structural adjustment program during the 2000-02 period and articulate, in a 
participatory manner, a poverty reduction strategy paper (PRSP). 

Approach 

15. The approach envisaged by the government during this initial phase consists of the 
following actions: 

a. Sensitize, inform, and involve development partners (private sector, 
decentralized administrative units, trade unions, professional, women, human rights and other 
organizations, NGOs, media, educational institutions, and other civil society representatives, 
as well as Chad’s external partners) in the objectives of the PRS, through the organ&ion of 
workshops and seminars, as well as media actions, 

b. Undertake a participatory formulation of the terms of reference, a work 
program, and a timetable for action, as well as the choice of the forms of participation, 
coordination and monitoring of the formulation of the PRS and the management of the 
participatory process. The government is counting on its external partners to support this 
process. 

C. During this preparatory phase, the existing information relative to the level of 
poverty and to the determining factors for poverty reduction will be examined and the first 
version of the PRS will be prepared. In this context, the sectoral policies and programs in the 
priority sectors for the reduction of poverty will be evaluated, as will their costs. The results 
of the review of public expenditure envisaged by the government, with the support of the 
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World Bank, will also be integrated. It will also be necessary to analyze the capacity and the 
existing indicators for monitoring poverty, and to propose specific indicators of performance 
that could be put in place during the program period 2000-02, as well as mechanisms for 
documenting the various proposals emanating from the diverse partners and civil society. 
The government will evaluate the modalities of providing feedback to the partners in the 
process of intemalization. 

d. Prepare a draft poverty reduction strategy paper (F’RSP) integrating the 
policies and programs of the priority sectors in the fight against poverty, and proposing a 
medium-term program based on specific indicators of the results to be obtained in terms of 
poverty reduction. The PRSP will be accompanied by a financing plan and a timetable for 
implementation, and will propose future actions aimed at ensuring a more complete coverage 
of the dimensions of poverty. 

e. Provide feedback on the draft PRSP through workshops and consultations 
with domestic and external partners and civil society. 

f. Finalize the PRSP, establish a monitoring system, and issue reports on the 
implementation of the PRS. 

Timetable 

Launching of the process of preparing the PRS 
Establishment of the modalities of coordination and monitoring 
Association of and consultation with partners; reception of proposals, 

evaluation of costs 
Organization of workshops, seminars, conferences, and 

an information campaign 
Completion of a draft document 
Implementation of monitoring system for PRSP 
Feedback and tinalization of the PRSP 
Annual evaluation of the results of the implementation of the 

PRSP and feedback to partners 
Update of PRSP on the basis of an improved system of 

statistics on poverty 

Dec. 1999 
Jan. 2000 

Jan-Apr. 2000 

May-June 2000 
Aug. 2000 
Sep.-Oct. 2000 
Oct. 2000 

2001-02 

End-2002 
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Chad: Summary and Timetable of Macroeconomic and 
Structural Adjustment Policies, 1999-20@2 

Sector Objectives and Strategies and Measures Implemen- TCChtlicat 
Policies tation Assistance 

Pmiod 
A. Macmeccmomic and fi~~ancial policies 
1. Exouomic stmngdmn tile Make &ctivc WC of the system of ecmmic 1999-2002 
management implementation and policy connnittees (High Intarministerial 
administrative monitoring of Committe and Technical Committees), and 
efficiency macmxonomic aud decpmandbmadenitsCmctiona. 

stmctmal policies 
. straglhm tile Elcmmnic unit (cethde 1999-2002 World Bank 

Economique) in charge of designing and 
monitoring the adjustment program, and 
mpwvi~gndstingtechnicalcomminces. 

l Fmpam (i) a monthly set of basic statistics, 1999-2002 
including summary statis& (tobkou de 
bard) on national accounts, government 
fnmnces, moffitary developments, balance 
of payments, and critical econcunic sectors, 
and (ii) a quaxtcrly report on pmgmm 
execntion and deadlii for policy 
lncasoms. 

submit to the High Jmermbdalclial cammittee, 1999-2002 
and ta the lMF, World Bank, and other donors 
themouthlydatabetandthequarbxlyrepoxton 
pmgmm execution prepand by the Economic 
Unit 
Reinfom the Diion des Etudes et de la As of World Bauk 
P&&ion in charge of -0MIIliC analysis January 1, 
and fonxasthg (in finance). with a view to 2000 
P=P&y”BMd mauocconomic frame- 

Impmw the intanal and wtcmal budget 2ooo42 World Bank 
oversight and audit functions (including related 
to the previsions of the Petrokmn Revenue 
Managemcllt Law): 
. Opmiooalizc the Auditor General’s March 2001 

ofccc 
. Busureissuanczbythegovermncntofthe December 

hnplcnundng decmc for the cou&a de 2001 
ContHe et de Surveillance dcs Rccettes 
P&roliQes (CCSRP). 

Adopt the National Statistics Pmgmm to 
Anforce the availability, timeliness, aud 
mUahiUty of macroeconomic, financial, and 
sod SlaMicE.: 

March 2001 
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Sector Objectives and 
Policies 

Strategies and Measures Implemen- 
tation 

Technical 
Assistance 

Period 
. conduct a anrvcy of mxodicity and March 20Gt1 

2. Public 
finances 

cmemge of rcgnlat amtistics. - 
Implement an lnfotmation, education and 
commmtication program for disseminating the 
msnlts of the quattetly reviews of the SAP. 

Improve the efhciency of Reform the structures and pmoedums of the 
the govemmcnt’s Ministry of Finance to ensure efticient budget 
financial and budget preparation execution, monitoring, and control. 
management 

In the area of budget preparation, 
l Modemizc and harmonize the budget and 

the accounnng nomenclatums, update the 
economic and fbnctional classification 
expmdilures, and extend its scope to 
hivestment operations; 

. prepare the budget using the new 
budgetary nomenclatum, the 
macrceconomic framework, and the public 
cxpeudillue fmlnework; 

. implement the consolidated budget and 
present the finance law within a 
conmliited general budget equilibrium 
table. including the fmanchig sources; 

. reinforce the system of pubic investment 
programming, with a view to making the 
transition to sectoml expenditure 
programming, and 

. implement the sector-based budget 
pmgmmming on a pilot basis. 

In the areas of budget cxccution and control. 
. mtionalize, simplify, and computetim the 

expenditme execution and rev& and 
improve the intemal control pmcednres; 

. implement the new simplified process of 
expendihue emxtion and control; and 

l implemeul a financial management 
information system by developing 
aouwam aaaociatcd to new pmcedurm, 
acquiring equipment and services, 
installing a network system ensuring 
tmiuiug, and producing financial reports. 

In the area of cash-flow management 

. establish a monetary tmasury plan based on 
a system of tmasury analysis and 
forecastmg; and 

2ooo 

1999-2002 

Sep. 1999 - 
Ike. 2ooo 

As Of 2002 
budget 

Asof 2002 
budget 

1999-2001 

As of 2002 
budget 

As of 2001 
budget 
2000432 

March 2000 World Bank, IMP 

World Bank 

World Bank 

World Bank, lMP 

World Bank 

World Bank 

UNDP 

World Bank 

lMF, World Bank 

World Bank 

World Bank 
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sector Objectives and 
Policies 

Strategies and Measures Implemen- 
tation 
P&d 

Technical 
Assistance 

2.1 Revenues strengthentax 
administration, broaden 
the tax base, continue 
wmpmhensive tax 
reform, ml reduce tax 
fraudby enhancingthe 
effectiveness of tax 
reverme agencies and 
revenue collection 
Pro=dures 
The tax department 

Take actions to saw#hen 
the customs depabmnt 

l closethebudget exemisewithblthree 

months following the end of each fiscal 
year (II), and suhmit the budget acmunts to 
the Auditor’s Genaat Oftice; submit the 
Settlement Law to the. parliament by the 
endoffiscalyear(n+l),withaviewto 
facilitating its adoption before end-May of 
iiscalycar(n+2). 

Stmgthw tax 2ulministration, using the 
IccOmmendatiOns of the IMF technical 
assistance tqmrt of Cctober 1999. 

Create a siugle register of taxpayers to monitor 
tax collection, inchuling back taxes. 
complete the pqaration of a bmad-based 
VAT system, in&ding the pmpamtion of 
legish!ion, consultation, publicity, 
organi7.atiLm, haining pmwdmes. forms, and 
computer development. 
Implement a VAT, with a single rate and 
limited exemptions, and skngthen stafling to 
ensure a smooth application. 
Improve the wllection, monitoring, and audit 
pmcedures of taxes on profit of the large 
entqnises. 
Shift responsibility for the cokction of taxes 
fromtheReanuytotheDireUiondeaIm~ 
et Taxes @IT). 
Simplify the direct taxation system so as to 
extendtheinformal sectortaxation. 
Shmmdine the admikhation of property taxes 
and wntinue the reform of the property register 
(cadapec). 
Completetheremain@measuresofthe 
CEMAC reform by: 
. eliiminatingtemporary~;and 

l eliminating or renegotiating the remaining 
exemptions contrmy to the reform. 

March 
Zool-March 
2002 

Dec. 1999- 
Jan. 2001 

Dec. 1999 

July - 
December 
1999 

Asof 
January 1, 
2ooo 
July- 
December 
2ooo 
Dec. 1999- 
Jan. 2001 

2001-02 

2000-01 

July zoo0 

JluW%p. 
2ooo 

lMP 

IMP 
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Sector Objectives and 
Policies 

&rate&s and Measures 

InconcertwithitsCBMACpmtners continue 
the slniplitication and riuther reduction of the 
common external tariff. 

Implemen- 
tatio” 
Period 

1999-2002 

Technical 
Assistance 

Remove protection on the sugar domestic 
market by 

l progrosslvely applying the timetable for 
redwing the import reference price, with a 
view to its ehmination by 2004; and 

l Use in a very limited niamier the recourse 
to safeguard clauses. 

Implement the action plan to reduce tax fraud 
and smuggling, including the strengthening of 
internal audit. 
Modemixe the customs procedures by 
introducing the SYDONIA computerized 
system, establishing new offices and 
warehouses, and providing training tc customs 
officem and extcmal stakeholders. 
Publish the decree on the composition of the 
Competitiveness Conmiitteec to improve the 
system of “to”itori”g and controlling the 
payment by treasury check of the taxes and 
duties on externally financed govemnient 
procurement wntmcts, in order to make it 
compatible with donor procmement rules and 
guidelines. 
Barmonize and make uniform the information 
and statistics on trade and revenue, including 
through comput&.atio”, and ensure 
reconciliation of data between the two revenue 
departments and the Treasury and the 
Petrolem” Taxation Ofllce. 

Petmle.um Taxation 
Oflice (Bureau de la 
Fiscalite P&oh&e) 

Transfer the recovery of custonrs receipts to the 
customs directorate, while sbengdmning the 
role ofinspectionofthe Tteasury. 
Decide on the f0ture role ofthe FetroIeum 
Taxation Oflice with reqect to the pmqective 
exploitation and cxportatio” of oil resources. 
Improve the mechanism of taxation of 
petroleum products, including the application 
of the VAT. 

1999-2002 

1999-2000 

1999-2002 

1999-2000 UNDP, 
UNCTAD. IMF 

Before end- IMF 
November 
1999 

1999-2002 

Jan. 2001 

2000 

2000-02 
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Sector Objcctivcs and 
Policies 

Strategies and Measures Implemcn- 
tation 

Technical 
Assistance 

2.2 Expe”di- Inlprove expenditure 
turc nwagement to exhuwe 

=pacity to Pmgnun, 
execute, and mntxol the 
budget 

Expenditure policies: 

3. Public debt Improve public debt 
nla”age”le”t and 
eliminate payments 
arrears 

Keep the wage bill with limits compatible 
withbudget constraints and make it consistent 
with the. provisions of the civil service reform. 

Bnsw the upgrade of the compute&d payroll 
nmnagement system in order to ensure Y2K 
compliance. 
Maintain and upgrade the payroll management 
mm. 
Imphunt annual public expenditure reviews. 
Increase current budgetary expenditure 
allocated to the priority sectors for gccds and 
servicesby2Opercc”tperyeari”realtenns 
and review this allocation in the light of the 
public expenditure review. 

Disaggregate the budget of the dapenses 
communes (e.g., electricity and water 
consumption, by ministry). 
Improve the suthciency of the budgetary 
aUocations for loc8l countapartofi”v~“~ 
andensurethefullamlreguhrpaymentof 
these mnou”ts. 
Ensure”0 naccumulation of new government 
payments -s. 

Do not contract mmconcessional extemal loans 
(excluding the financing of the oil project). 
Verify and validate the stock of domestic 
payments amars snd ok government 
domestic debts. 
Adopt and publish a plan for the settlement of 
all verified donustic antars, induding those 
due to the social security agencies, through 
external financing, domestic sccuritization and 
use of proceeds fium privatimtio”. 
Upgrade the public debt-management *m 
through the installation of a” efficient 
computer&d system and ensure appropriate 
flaining 

1999-2002 

Asof 
December 
1999 
1999-2002 

2000-02 
1999-2002 

World Bar& 

World Bank 
World Ba”k EU 

Budget 2001 

1999-2002 

1999-2002 IMF 

1999-2002 

Sep. 2000 

Dec. 2000 

December World Ba”k 
2000 UNCTAD 



- 67 - APPENDIX II 
ATTACHMENT 

Sector 

4. Mo*ctq 
and credit 
policy 

Objectives and Strategies and Measures Implemen- Technical 
Policies tation Assistance 

Period 
Work within the Support the BEAC’s efforts to rely on market- 1999-2002 
framework of BEAC to based monetary policy i”sJnuncnts, uuure that 
strengthen monetary interest rate are marketdeternhed, and 
policy, increase the promote the development of the regional 
efficiency of the banking financial markets and the regional stock 
system, and improve exchange. 
financiaI intermediation 

Strengthen the cmunercial banks through 
enhanced supervision by the COBAC, higher 
levels of required minimum capital, and 
enhanced competition in particular, by the 
single licensing of banks within the BEAC 
zone. 

1999-2002 

Promote the creation of small savings and loan 2000-02 
instituti0*s in cmfor”lity with regional 
reguIatiO”S. 
Encourage the development of speciali 2000-02 
financial institutions to promote private 
business expansion in conformity with regional 
regukitions. 
Support the reform under way in the CEMAC 2000-02 
to strengths” the payments and clearance 
system. 

Strengthen microfinance Prepare a study of “licrofi”a”ce institutions a”d 2000-01 

5. Regional 
integration 

Strengthe” the ability of 
banks to collect 
nonperforming loans and 
encourage new productive 
lending 
Promote the effectiveness 
of the activities of the 
CEMAC and ensure 
integration into the 
regio”aI econo”lic area 

define a mate& to strengthen them and ensure 
appropriate regulation and supervision. 
Dissemhate, raise awareness of, and mforce 
the Uniform Acts of OHADA, particularly as 
they apply to collateral, banlauptcy 
proceedings, and enterprise accounting. 

Support the CEMAC to make effective the 
system of multilateral surveillance 

Contribute to the preparation of a regional 
budget law framework aimed at hatmonitig 
the public accounting system and of the 
regional legal hnework for tmmport and 
transit services 
Adopt the new exchange regulatio”s and 
arrangements for the BEAC zone. 

2ooo-02 

2000-02 

2000-02 

2ooo-02 
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Sector Objectives and 
Policies 

strategies aud hieasures IIlplCltU.“- 
t&ion 
Period 

Technical 
Assistance 

B. Private sector developmeat 
1. Public Complete program of 
enterprise privatization 
refonnand 
privatization 

2. Judicial 
RCf0tn-l 

Strengknandimprove 
thefu”ctioui”gofthe 
legal synem 

S-“&3=” coamwrcial 
legislation 

Complete the privathtion of oftk electricity 
and water company (STEB). 

l Bstabliahadebtrecovuystmctme 
l Effectiveness of the overall managcmmt 

cQ”trad. 
Ccmpl~thesh&o”thesepamtionofthooil 
and soap ma”uf&hlr& activities of 
COTONTCHAD and launch tender for bids for 
privaktion. 
Complete the privatktio” of SONASUT 
Frivatiae soTEL,TcBAD: 
l Reemlmt of advisors for launching the 

tender for bids for the. privatization of 
SOTEL.TCHAD. 

. Definethefmmeworkforthei”formati0” 
mcmorandumfortheprivatimtion 

. F-rivatizeSOTEL.TCBAD. 
Complete the privatizatio” of SNBR 
Disaemkte and apply the Uniform Acts of the 
OHADA,inconformitywlththeNational 
Frogran of Private Sector Pnmmtion adopted 
by the gownmeat on June 10,1999, taki”g 
adva”tageoftmitdngoppoltu”iliespmvided; 
and harmonize local legislation with OHADA 
texts. 
Adop4anactionplanforgradwUybweGng 
fhenumberoftrainedmagi#xateaandauxiliary 
perso”“e1. 
G”Uhdy- the budgemy allocations 
forthefanciio”i”gofthejudicialsystem, 
including fortheSuprmneCnutaadtho 
czmstaio”alcou”cil. 
operatio”dizc the Judidal Reform 
C!mnmission, cmposed of representatives of 
the private sector, dvil society, and the public 
sector to review edlng commuclal 
legislatio” aad pmposz steps for its 
ratio”alixati0” ad “lodemizatio”, including 
examinl”gthcfe&bllityofeatabliian 
arbilrationTxibu”alforsetUiiwnmercial 
disputes. 

Dec. 1999 
Jan. 15,2ooO 

JUne2000 

March 2001 
2000-02 
May2m World Bank 

Dec. 2000 

Dec. 2001 
Jo”e 2000 
2000-02 

World Bank 

World Bank 

June 2000 

2000-02 

December 
1999 
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Sector Objectives and 
Policies 

Strategies and Measures Implemen- 
tation 
Period 

Technical 
Assistance 

3. Regulatory Promote investment 
framework 

Implement pricing 
policies 

4. Transport Strengthe-n and extend 
sector policies regubu road maintenance 

and ensure its financing 

Increase the participation 
and the responsibility of 
the private sector in the 
management and 
nuaintenmtce of the road 
WhVOrk 

Adopt and implement the national investment 
charter, which wig be consistent with the 
provisions of the regional charter of the 
CEMAC. 
Work with regional partners to improve the 
provision of trade-related iinancial and other 
services (e.g., insumce). 
Examine an automatic adjustment mechanism 
for retail petroleum products. 
Submit to parhament the draft law on the 
introduction, within the structure of petroleum 
prcduct prices, of a user fee aimed at tinancing 
the routine maintenance of the national road 
network. 
Submit to parliament a draft law on the reform 
of the CAEq and the creation of a Joint 
Control and Surveillance Committee for the 
CAER 
Decide in the government on the level of the 
userfeeandonthenewstmctme of petroleum 
prices, as well as on the ueatment to bc 
accorded to consumers of petroleum products 
who do not use the roads. 
Cauy out the budget of the CABR for 2001 on 
the basis of a complete rinancing of its 
“lain- activities through own msolures. 
Implement a pilot project for the execution of 
maintenance work on the road network on the 
basis of contracts concerning the level of 
service provided. 

C. Economic management and administrative cffiiiency 
1, Civil service Control wage bill B8rmonize the p8yroll and the civil service 
reform files. 

Implement the Strengthen the advisory group charged with 
recommendations of the implementing the civil service. reform (cellale 
advisory group on civil technique chargee de la misc en oewre de la 
service refornl r&&me de I’adminitiationpublique or 

CESBAP). 

Before end- 
June 2000 
1999-2002 

update the civil seNice st8Mes to ratio”aliE 
recruiu”e”t~~mcnts. 

June 2001 

Define and adopt a set of minimal performance June 2000 
stzdirds for use in evahtating performance. 

2000 

2000-02 

March 2000 

March 2000 

March 2000 

March 2000 

Jan 2001 

Nov. 2000 

LMF 

World Bank 

World Bank 

World Bank 

World Bank 
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Sector Objectives and 
Policies 

Strategies and Measures 

Adopt a shatogy and a timetable for the 
transiti~toasystemofmerit~ 
mmuneration in the civil servia, based on 
objective and meaauable performance 
i”dicators. 

Implemen- 
t&m 
Period 

Sep. 2000 

TeCbrliCa 
Assistance 

Review and rationalize 
hiringrquimnwtsand 
P-d- 

Deaignahumanresowce 
management strategy 

2. Deczntral- Jntroducedecenhalizd 
ization insthudons and agencies 

Review and revise as appropriate the wage 
scale system, tc provide for the possibility of 
merit-based pay inaeases. 
Implement system of merit-based remuneration 
withthe2OOlbudget 
Adopt a system of voluntary departures in the 
civil service. 
Apply the reform measurea giving priority tc 
the Minister ofFinance and Planning and to the 
pilot departments in the Ministries of 
Eklucation, Rural Development, and Public 
Works, with a view to comple-tion by 2003. 
Establish a stmuld UganizatonaI chart 
showing statling by minishy and by function, 
both of civil servants and workers with other 
status, with a view to improving the match 
between 8ctuaI comp-etencies and the skill 
requirements of posts, as a guide tc eventual 
redeplOpE”tS. 
Assist ministerid depamnents and 
decentmUzed adudnishations in prep&g such 
StatBngdrarts. 
Ptwide mining for supervisors in personnel 
management and career development. 
Define and publish list of the functions of each 
level of administration. 
Evahmte iiaakal impact of the intmduction of 
decmdhd8d”li”istladvestmctme. 
Deaignapmgnunforthetransferofthe 
neassaryhumaa,tcchnical,andfmawial 
resources from the. central administration to the 
lOd&d”istratiO”Si”stepWiththCShifti” 
fimctional responsibility. 
Designandimplementbudgetaryrulesand 
procedures for local authoritiics, with clear 
guidelIne on taxation authority, expenditure 
responsibility, xaource tmnsfer mechanisms, as 
appropriate, and budgetary sanctions. 
Launch the process of institutional assessments 

Sep. 2000 

Dec. 2000 

Dee. 2000 

2000-02 

June 2000 

Dec. 2001 

June 2000 

Dec. 1999- 
Sep. 2000 
JuneDec. 
2000 

Sep. 2000 

Sep. 2000 
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Sector Objectives and StrategiesandMeasures Jmplemen- Te&“ical 
Policies tation Assistance 

Period 
D. Poverty reduction 
1. Definition Consultation with civil 
of poverty society and donors 
reducti0* 
strategy 

Organ& seminars and w”ferences with the 
various groups of civil society to deliberate on 
the elements of the poverty reduction strategy, 
integrating the sectoral Policies proposed at the 
roundtables. 

Dec. 1999. 
Sep. 2000 

2. Creation of Establish baseline of 
statistical base existing poverty pmfile 
for monitoring 
poverty 

3. Health Develop highquality 
basic health services 

Undertake cost analysis of various policies and 
measurcsproposcd. 
Finahze the poverty reduction strategy and 
present at a special meeting of civil society and 
donors. 
Conduct households, expend&ore, and 
wnuuunity surveys to determine who is poor, 
distinguishing among regions, head of 
household, occupation, sex, number of 
children, etc., with surveys to bc repeated on a 
three-year cycle. 
Establish and qzdate on a regular basis hey 
statistical indicators for monitori”g the intpact 
of antipoverty policies. 
Jnitiate system of regular psrdcipatory poverty 
assessments, benefrciaty assessments, surveys 
of quaI@ of delivered services, including in 
c&cation and he&h. 
Pmgressively extend the provision of health 
care to all districts by ensuring the operational 
fn”ctio”i”g of all district heahh centers. 
Ensure that tint-tier health centers receive 
priority in resource akcation 

Consolidate the implementation of the 
Minimum Package of Activities (PMA) and the 
Complementary Packages of Activities (PCA), 
particuhuly in the areas of health and 
reproductive health 
Implement the national pharmaceutical policy: 
l Increase the capacity of the Centnd 

PhsrnraceuticaJ Supply (CPA) to meet the 
demand 

l Strengthe” the distribution system for 
essential generic drugs through the 
Frefecture. supply Pharmacies @ ‘PA). 

. Continue policy of quality wntrol. 
Continue and expand efforts to increaw the rate 
of attendance at rural health comers by 
improving the quality of service provided. 

June-Sep. 
2000 
Sep.-Ott. 
2000 

2ocu41 UNDP, World 
Bank 

March 2000- UNDP, World 
2002 Bank 

2000-02 UNDP, World 
Bank 

2000-02 

starti”g with 
the Budget 
Lawof2oo1 
2000-02 

2000-02 

200042 



Sector Objectives and 
Policies 

Strengthen the human 
resources available in the 
healthmctor 

Improve the management 
of the health system 

- 72 - 

Strategies and Measures 

Ensure that every district he&h center is 
stat&I by at least one trained nursing personnel 
by 
. aax1eratingshort-te.rmrecroitmentand 

mining in basic k&h care techniques; 
l extending and developing train@ 

capacity; and 
l wntinuing the program of decentraked 

initialtr&ing@ID),decentralizmg 
recruitment, and implementing the 
regionakation of positions. 

Increasethenumberoftrainednursesand 
doctors per 100,000 population, and improve 
thelQiO”ddi~Uf~thC8TC 
perso”“eL 
Reinforce institutional capacity at the central 
level to implement the national health uvc 
strategy. 
Establish an action plan for ha&erring 
responsibility for the deliwry of basic health 
servicesandforthemaintonancooftheprimary 
healthc8reunitstotheprefecturehospit8lsand 
health dishicts. 
Incream the partidpation of civil society in the 
provision of health care services by 
. intmdudng gradually a harmonized system 

of minimaluserfeesforcertainszrviw 
. purwing public education and information 

-P&“C 

. wnduding periodic benefldary 
asseasmentsinthehealthcaresystem;and 

l promulgating judicial teats governing the 
systenl of com”m”ity pattidpation (health 
mn8gement coMnittces, cost recovery) 
and tk autonomy of hospitals. 

Increase efforts to 
eradicate endemic and 
epidemic disease 

provision of he&b care sew&by priv& 
operators. 
Increase rates of i&t immunization against 
BCG (DTC3, and mea&a), from 45 percent 
(25 pexe”t, 70 perw”t) in 1999 to 50 percent 
(30 percent, 55 percent) in 2ooo; 55 percent 
(45 pement, 70 percent) in 2001; and 
60 percent (50 pexcent 80 percent) in 2002. 

APPENDIX II 
ATTACHMENT 

Implemen- 
mio” 
Period 

2002 

Technical 
Assistance 

2001 

2002 

2002 

2ooo-02 

2ooo-01 

December 
2000 

2ooo-01 

2001 

2000-01 

starting 2001 

2001 

Juae 2001 

2000-02 EU 
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ATTACHMENT 

Sector Objectives and 
Policies 

Strategies and Measures Implemen- 
tation 
Period 

TwhnicaJ 
Assistance 

4. Education Adopt the legislative 
framework 
Improve the efficiency 
and effectiveness of 
education spending 

Improve teaching 
wnditioiu and learning 
wnditions 

bnprove the efficiency of 
the nianagement of the 
education system 

Strengthenthe monitoring and early wamIng 
system against outbreaks of potentially 
epidemic diseases and define a rapid response 
policy. 
Adopt in the Council of Ministers a” integmted 
water and sewerage policy to increase access to 
clean potable water. 
Adopt the revised Orientation Law 

Introduce new nomu for the lwel of teachers 
recruited and their renmneration. 

Develop training system tc implement these 
norms. 
Raise the share of education spending allocated 
to primary education while tedwing the share 
of central administration in the education 
budget. 
Increase the share of budgetary resources and 
misc investment spending in the sector. 

Set targets for reducing number of pupils per 
teacher/classroom. 
Immse construction of schoohoo~. 
Prepare a program to complete the 
decentralization of the management of schools 
and teachers, as well as of remuneration of staff 
in the education system. 
Elaborate a” action plan for renewing curricula 
ensuring their relevance to the workpIacc 
. Complete training of school bwk 

w”ceptualizers 
. Formulate a stratea to update and provide 

school books. 
Strengthen the statistical information system to 
measure enrolhnent rates, pupil ratios, and 
other indicators of progress in education and 
literacy, and extend the system for monitoring 
and evalwting the quality of education. 
Establish a” action plan to create and put in 
place a monitoring mechanism allowing the 
quarterly wmparison of wnuninnents and 
actual spending in the education sector. 

June 2001 

March 2002 

End 2000 

2000 

AIDB 

2000-02 

2000-02 

2000-02 World Bank 

2000-02 

2000-02 
2000 

2000 

Dec. 2000 

June 2001 

2000 World Bank, 
UNDP 

June 2000 
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ATTACHMENT 

sector Objectives and 
Policies 

Strategies and Measures Implemen- 
tation 
Period 

Technical 
Assistance 

Raise the level of literacy Set targets for improvements in literacy rate.6 
hy region, sex, and age dishibotion. 

Increasecommunity Examine sod detine a policy for user costs. 
pauicipation particularly at scwndaly and terihly levels. 

Ensure application of the norms of the cortt? 
scolaire to teachers in community schools. 
Complete the pilot project of the School 
Committee3 and extend it grxhwlly to the 
whole school system. 
Continue and extend the policy of support for 
commmity schools. 

5. Rural development 
5.1 Agricul- Improve food security by Diversify agriculhual production: 
hml policy raising production 

l Raise production in agricolhne, timber, 
and animal farming by diversifying and 
expanding pmdwtion 

l Apply the sImtegy to strengthen the 
provision of support services (extension 
serviczs, research and training). 

l Prepareastmtegytoswengtheo 
professional organizations, so that they can 
take responsibility for acquisition and 
distribution of production inputs, to 
increase their accessibility. 

xmO-02 

zoo0 

2ooo 

2001-02 

200042 

200042 

2000-02 

2000 

Strengthen the information management system 2000-01 
and dialogue among the different operators in 
the rural sector. 
Develop a strategy for reconstitoting sod Dec. 2000 
renewing private and public security stocks. 
Support the interuification of crops and animal 200042 
husbandry appropriate to the cliic zones. 

Promote the emergence of Promote the development of appropriate 2OQO-02 
competitive branches financing instmmenls. 

Encourage the establishment of private units of 2000-02 
transportation to develop cmp, fishing, and 
animal producIion. 
Pmmote the creation offmmeworks for 
dialogue by branch of activity. 
Develop a strategy to promote the emergence 
of new branches of activity. 

2000-02 

Dec. 2000 
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ATTACHh4ENT 

sector Objectives and 
Policies 

Strategies and Measures Implemen- 
tation 
Period 

Technical 
Assistance 

Promote the welfare of 
mraI populations 

Improve the management 
and development of 
nahud resources 

Improve the efficiency of 
public intervention 

5.2 c‘mon Complete reforms leading 
to liberal&ion of the 
cotton sector 

Implement the action plan for removing the 
impcdhnents to the free circnlation of 
agricultural products and animal herds, 
including by rehabilitating, mslntaining, and 
extending the mraI road network. 
Adapt and launch special training programs in 
agriculhxal, animal h&andry, and fishing 
techniques. 
Smngthen producer organbations and transfer 
to them the management of certain functions. 
Detine a program of targeted actions for the 
promotion of rutal women and youth. 
Strengthen the collaborative strncturcs between 
users and the public sector and lncrcase the role 
played by users and operators in the 
management of nahn-aI resources. 
Develop and initiate a user trait@ program in 
nahlral resource management techniques. 
Adopt an action plan for water msnagcmcnt to 
improve village, agricultural, and pastoral 
water supplies. 
Support the development of an integrated 
system of natural resource. use. 
Continue the domestic energy program aimed 
at improving the eftklency of wood/charcoal 
use, and at the substitution ofaltcmative energy 
sources (e.g., butane). 
Focus state activity on the delivery of support 
services at the local level by increasing the 
share of rcsourccs allocated to these activities. 
Launch the pmgram for strcngthcning the 
capacity to formulate and monitor strategies 
and policies in the nnal sector. 
Improve the collection, use, and dissemination 
of basic data. 
Implement a government policy for property 
rights consistent with traditional customs. 
Adopt in the Council of Mlnlsters an overall 
medium-term strategy for libcmlizing the 
cotton sector, and initiate a public information 
campaign on the objectives and stages of the 
rcfortn, incltig contimtation of the 
government’s disengagement according to a 
fixed timetable. 
Disengage the state front COTONTCHAD: 

June 2001 

June 2000 

2oOil-02 

Dec. 2000 

20043-02 

Oct. 2000 

2000-02 

200042 

2000-02 

200042 

June 2000 

2000-02 

Dec. 2000 

Before mid- 
December 
1999 
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ATTACHMENT 

Sector Objectives and 
Politics 

strategiesandMeastues ImplolllUt- 
tation 
Period 

T&%llical 
ASSiShtL% 

5.3. Rotectlon Camhatdesedflcatjon 
of the cnviron- 
merit 

Strmgthm the regulatory 
frameworkandthe 
national capacity for 
envhmnentaI 
management 

. NominateintheCmmilofMinistersa 
genemIcon~llerofmNTcHADin 
chargeofapplyingthosavingsmeasoms, 
~adoptby~govenrmcnt~ 
rtstruchniag plan, in agreement with 
donors involved in the sector 

l Evaluate di@rcnt disengagement options. 
l Decide on the chosen disengagematt 

option. 

l Launch ta&r for bids for the 
disengagement. 

Sbmgtlm pmduccr asso&ions/orgaoimtions 
and involve them in decision-making 
pmcessas: 
l CreateapariUtivecommittecwithcqual 

mpmsentation ofproduction and cotton 
compaoies to ncgotiatc producer prices and 
the “rtstoumes.” 

Adopt an action plan, inchxiing tree planting 
the control of soil emsion, and soil fertility 
managonmt 
publish application texts for the Framework 
LawontheEnvironmentandthewaterc4Yde 
Law. 

March2m 

March 2000 
Sep. 2ooo 

Before June 
2001 

March 2000 

2001 

Ed2ooo 

Tmin national experts in envimmnentaI 
W3lMiOll. 

2ooo-01 World Bank 

Canyoutandpoblishapatticipatoryevah&on 2002 
ofthestateoftheenvimnmoot. 
Adopt and publish a National Enviromnent End-2002 
Plan. 

World Bask 
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ATTACHMENT 

Chad: Indicators for Monitoring Progress in the 
Social and Priority Sectors 

Education 
Rate of primary school enrolhnent 

Rate of q&ion f.hoys and girls) 

Percentage share of total corrcnt expendihues 
allocated to education 

Rate of successful completion of the primary cycle 

Food security 

Production and availability of cereals (kg@rson) 

Health 
Percentage &arc of total current spending on health 
allocated to the purchase of medicines, material and 
sanitary supplies: 36.26 percent 

Percentage share of health expenditure allocated to priority 
services for prevention and basic care, patlicularly 
deserving persons at the lowest level: 57.73 percent 

Rate of vaccination coverage (IFlY): 20 percent 

Rate of prenatal consultations: 21.2 percent 

Use of water and environmental indicators 

Number of wells and waterholes realiied 

Number of new subscribers to pipe-borne drinking water 

Transport sector 

Expendihucs allocated to construction and 
rehabilitation of roads (paved and dirt) 

Use of energy 

Expcnditurcs allocated to road maintenance 
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I. 

II. 

HI. 

Iv. 

V. 

VI. 

Chad: Relations with the Fund 
(As of November 30, 1999) 

APPENDJXBI 

Membership Status: Joined 7/10/63; Article VBJ 

General Resources Account: SDR Million % Quota 
Quota 56.00 100.0 
Fund holdings of currency 55.72 99.5 
Reserve position in Fund 0.28 0.5 

SDR Department: SDR Million % Allocation 
Net cumulative allocation 9.41 100.0 
Holdings 0.01 0.1 

Outstanding Purchases and Loans: SDR Million % Quota 
Structural Adjustment Facility (SAF) Arrangements 0.61 1.1 
Enhanced Structural Adjustment Facility (ESAF) 

Arrangements 49.56 88.5 

Financial Arrangements: 
Expira- Amount Amount 

Approval tion Approved Drawn 
We Date Date (SDR Million) (SDR Million) 
ESAF 9101/95 4/30199 49.56 49.56 
Stand-By Arrangement 3/23/94 3122195 16.52 10.33 
SAF 10/30/87 1 O/29/90 21.42 21.42 

Projected Obligations to Fund (SDR Million; based on existing use of 
resources and present holdings of SDRs): 

Overdue Forthcoming 
11130/99 1999 m 2001 20022003 

Principal 0.0 0.6 2.5 5.8 7.4 
Charges/interest 0.0 0.1 0.6 0.6 0.6 0.5 

Total 0.0 0.1 1.2 3.1 6.4 7.9 
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Chad: Relations with the Fund (continued) 

VII. Exchange Rate Arrangement 

Chad is a member of the Bank of Central African States (BEAC). The exchange 
system common to all members of the BEAC has been free of restrictions on payments and 
transfers for current international transactions. Repurchase of the CFA franc banknotes 
exported outside the BEAC was suspended on August 2, 1993, The BEAC common currency 
is the CFA franc, which was formerly pegged to the French franc. Effective January 12, 
1994, the CFA franc was devalued by 50 percent in foreign currency terms, and the exchange 
rate was adjusted from F 1 = CFAF 50 to F 1 = CFAF 100. Starting in January 1, 1999, the 
CFA franc has been pegged to the euro at a the fixed rate ofEUR 1 = CFAF 655.95. On 
October 3 1, 1999, the rate of the CFA franc, in terms of the SDR, was CFAF 866.24 = 
SDR 1. 

VIII. Article IV Consultations 

(a) Chad is on the standard 12-month consultation cycle. 

(b) The last discussions for the 1999 Article IV consultation were held in 
N’Djamena during the periods October 27-November 11,199s and January 19-26, 1999. 
The stalf report (EBS/99/36; 3/12/99) was discussed by the Executive Board on March 29, 
1999. A document on “recent economic developments” (W/99/74; 3/12/99) was also 
circulated to the Board. 

lx. Technical Assistance 

1988: FAD mission to prepare a tax reform program 

1989: FAD mission to prepare a tax reform program. 

1990: FAD mission to review implementation of the tax reform program 

1991: FAD mission to review implementation of the tax reform program 

1994: FAD mission to assess weaknesses in customs administration and recruit an expert 
responsible for strengthening customs administration, 

October 1994-October 1995: FAD resident expert to strengthen customs administration, 

1996: FAD mission to review the tax reform program (introduction of tbe turnover tax, and 
strengthening of tax administration), 
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Chad : Relations with the Fund (concluded) 

August 1997: FAD mission to follow up on the tax reform program initiated in 1996. 

November-December 1997: FAD mission to assess weaknesses in customs administration 
and prepare a rehabilitation program for strengthening the customs directorate. 

May-June 1998: FAD mission to assess the need for long-term assistance in tax and customs 
administration, treasury operations, and budget preparation and execution. 

November 1998: FAD expert to begin a series of missions to strengthen customs 
administration. 

March 1999: FAD expert to start long-term assignment to assist the tax administration with, 
in particular, the introduction of a value-added tax. 

October 1999: FAD mission to assess tax administration 

November 1999-June 2000: TRE mission to assist in treasury operations. 

X. Resident Representative 

Mr. Fiator has been the Resident Representative since October 6, 1998, 
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Chad: Relations with the World Bank Group 

The Bank’s last assistance program in Chad was laid out in its 1996-98 Country 
Assistance Strategy (CAS), presented to the Board in March 1996, and focusing on three key 
objectives: to restore minimum critical public sector capacity, focus public expenditures on 
poverty reduction, and promote sustainable use of natural resources. A new CAS, circulated 
to Board members in May 1999, will be updated and is expected to be discussed by the 
Board in early CY 2000. 

The Bank’s current portfolio of projects supports investment in the productive sectors 
(agriculture, livestock, and energy), transport infrastructure, the social sectors (health and 
education), and capacity building. Three quick-disbursing policy reform operations have 
successfully been carried out (1996-99) as planned in the 1996 CA8 in support of the 
government’s structural adjustment program, for a total ofUS% million. 

A. Statement of IDA Credits 
(As of October 3 1, 1999) 

Credit No. Fiscal Year 
(In millions of U.S. dollars) 

Purpose IDA Undisbursed 

Cr.21840 1991 Engineering 11.00 4.28 
Cr.25010 1993 Basic Education 19.30 7.37 
Cr.25200 1993 Transport Sector II 37.00 0.05 
Cr.25201 1994 Transport Sector II 12.70 1.71 
Cr.26850 1995 Agricultural Services 24.53 8.99 
Cr.26920 1995 Population and AIDS 20.40 8.95 
Cr.28180 1996 Capacity Building 9.50 0.36 
Cr.30820 1999 Household Energy 5.30 5.08 
Cr.26261 1999 Health and Safe Motherhood 10.9 7.42 
Cr.32000 1999 SAC III 30.0 0.00 

Total number of credits = 9 
Total disbursed (IBRD and IDA) 

Ofwhich: repaid 
Total now held by the Bank and IDA 

556.86 
19.03 

532.48 



-82- APPENDIXIV 

Chad: Relations with the World Bank Group (coneluded) 

B. Statement of IFC Investments 

Chad completed the requirements for IFC membership in 1997. The IFC has no 
investments in Chad at this juncture. 

C. Activities Under Preparation 

A Household Energy Project in the amount of US$S.6 million and a supplemental 
credit to the Health and Safe Motherhood Project in the amount of US.SlO.9 million were 
approved in FY 99. IBRD support for the Chad-Cameroon Pipeline Project is under 
consideration, as well as complementary capacity-building projects in environmental, 
financial, and technical management, to be financed under IDA. Sector strategy work is well 
advanced in health and transportation and under preparation in education and rural 
development, with a view to preparing new investment operations in these sectors over the 
next three years. As indicated above, a new Country Assistance Strategy is under 
preparation; it is expected to be presented to the Bank Board in early CY 2000. 
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Chad: Statistical Issues 

Chad’s statistical system is weak and suffers from a shortage of financial and human 
resources. The compilation of national statistics is decentralized at various ministries, and at 
the national agency of the Bank of Central African States (BEAC). The statistics directorate 
at the Ministry of Planning (Direction des Statistiques et des Etudes Economiques et 
Demographiques, or DSEED) is in charge ofthe national accounts and the consumer price 
index (CPI), as well as the production and publishing of statistics on population. The 
Ministry of Finance is responsible for compiling fiscal data. The BEAC is responsible for 
monetary statistics and the balance of payments, The CPI is published biweekly, and other 
data are disseminated as they become available, 

The authorities have expressed a strong interest in reforming the statistical system but 
lack the resources-both human and financial-to do so. An important step in this direction 
was the recent adoption of new national accounts. Following a study of the statistics system, 
a law to regulate Chad’s statistical activities was adopted in June 1999. It defines the 
institutional framework, the major statistical principles, and relations between the agencies 
responsible for producing official statistics, as well as the relations with statistics-producing 
agencies outside the national statistics system, It spells out those cases in which there is an 
obligation to respond to statistical surveys and the need to respect the confidentiality of 
statistics. It also describes the resources for operating the national statistics system. It is 
envisaged that the establishment of a Higher Statistical Council and a Statistical Programs 
Committee will implement the law, and a decree defining the legal status of the central 
statistics agency has been adopted, thereby enabling it to play its role to the full. A national 
six-year statistics program will be designed by February 2000, and the first year of this 
program will be included in the 2001 budget. In addition, a study of the periodicity and the 
data currently produced by all the services and agencies outside the national statistics system 
will be carried out by end-March 2000, with a view to better identifying the country’s 
statistical needs. 

Overall, the quality of real sector data has improved since the national accounts were 
revised back to 1995. However, weaknesses in balance of payments, government finance, 
and monetary statistics make program design and monitoring difficult. 

Real sector 

In early 1998, the authorities adopted a new set of national accounts, based in 1995, 
that is comprehensive and consistent with the methodology of the United Nations’ 1993 
System ofNational Accounts. These new accounts include an input-output table and 
incorporate nonmarket household production and a better coverage of the informal sector. 
The CPI is obsolete, with outdated base weights. There is a need to accelerate the 
establishment of a new CPI base, using the results of a household consumption survey 
(ECOSIT) undertaken in 1996. 
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Public finance 

The authorities are making efforts to improve the quality and timeliness of data; 
nevertheless, they have not yet been able to resume reporting of data to Government Finance 
Staristics Yearbook (GFSY). In 1998, some progress was made in broadening the current 
scope of coverage of government operations to include three national agencies in the 
government budget. In addition, a quarterly consolidated government operations table is 
regularly issued. The authorities are giving priority to strengthening the accounting 
procedures of treasury operations in order to improve the accuracy of government statistics. 

Monetary sector 

Monetary data published in Znternaftod Financial Statistics (IFS) are based on 
reports to STA by the BEAC. Data have been provided on a regular basis, although with 
some delays. The October 1999 issue ofZFS included data throughMarch 1999. The quality 
of monetary data is affected by the still-unresolved problem ofunsorted BEAC notes at the 
national agency of the central bank. 

Balance of payments 

The quality of balance of payments statistics is poor because of the lack of resources 
devoted to this task (only one person and not on a full-time basis). In addition, data continue 
to be compiled with long delays. Even considering the difficulty of collecting data on 
informal trade between Chad and its neighboring countries, many improvements could be 
made on items such as imports (following resumption of import data collection by the 
customs), noncotton exports, freight, and public transfers. Coordination with the DSEED 
should also be strengthened. 
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Chad: Recent Policy Performance, 1995-98 

Sector Actions Taken Timing 

Economic 
msnsgemeut 

Fiscal policies 
ovelall 

Revenue 

Ex.paawc 

public sector 
management 

Debt management 

Established a system of high-level economic policy committees to prepare, implement, 
and monitor the economic progmm, including the pmparation of a qnatterly report on 
program and budget execntion. 

Reduced the overall budget deficit and achieved a sttqihis in the cotrent balance in 
1998. 

1995-98 

Impmvcd the consolidation of the goverament financial operations. 1995-98 

Implemented the Central African Economic and Monetary Community indirect tax and 
wstoms rcfonn by 
. applying a turnover tax system which evolved into a single tax rate and a limited 

number of exemptions; 
1995-98 

. introducing excise tax on few nonessential products; 

. revising the. Investmeet Code to comply with the tax reform; and 

. rmegotiafing special tax agreements in conformity with the reform. 

Strengthened the tax depanment, including its compttterization. 
Established a special unit in the tax department to monitor atid collect taxes from large 
taxpayer. 

1995 
1995 
1997 

1995-98 
1996 

Rcorgsni7.4 the wstums depatmwt and strengthned its pmcedttrcs. 
Applied a single taxpayer code and tile for all revenue departments and strengthened 
coordination khvcen the customs and tax departments. 
hmcduad a single tax for small business taxation. 
Established a mechanism for bodgeting and monitoring exemptions on extentally 
finsnced projects. 
Implemented a smmmline withholding taxation system on tax on profits. 
Kept the wage bill within liits compatible with budget coastmints by 
. establishing a wage index matrix; 
l implementing a civil seivice censns and elimiMing “ghost” employees; and 
. creating a wmputerized payroll rile. 
Increased the share of expenditure allocated to the priority sectors (health, education, 
social &airs, tmnspett and public works). 
Presented a unitied Budget Law, including domestically and externally financed public 
investment. 

1995-98 
1997-98 

1998 

1997-98 
1997-98 
1995-98 
1996 
1996 
1996 
1996-98 

1996-98 

Implemented a mnltiyear demobilisation program, halving the size of the army from 
its 1992 total. 

1995-98 

Strengthened budgetary pmcedmes and ehmioamd off-budget operations. 1998 

Initiated a public expendittne review. 
Implemented att inventory of domestic sn’eam and reduced the omstand@ stock 
through cash payments, offsetting of cross debts with other public entities, and donor 
financial assistance. 

1996 
1996-98 

1995-98 

Eliied extetnal payments an-ears and remained catrent on debt-setvice payments. End-1998 
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Sector Actions Taken Timing 
civil savice Pmarcd and mtitled a sh’atem for reform based on a commehauive intemal diianosis 1998 
reform of&e system, and set up a p&manent unit to monitor its &plementation - 

Monetmy and 
bankiog sector 

Under the umbrella of the regional central bank, took the following actions: 

Public enterprises 
and entities 

Legal& 
regulatory 
framework 

Sectoral policies 
Agliculture 

Transport 

Energy 

Telecommoni- 

l Implemented an integration of national monetary programs into the regional 
mcmetmy programming framework. 

1995-98 

l purmed a prudent monetmy policy, relying on we. of indirect monetary 
instmmenis. 

1995-98 

l Streogthmul the role of the banking sopervision mmmission (COBAC). 

l Improved the somulness of the commercial banks: no bank was rated by the 
COBAC as in critical condition. 

1995-98 

1998 

Conthmed to divest from mmmereial activities through the following actions: 

l liquidation of BIClT, SONACOT, OPIT. FIPP, and Air T&ad (ongoing); 

l completion of privatization of BI!ZP/SOGBC, SO’IEC, INT, SONAPA, SIPT, 
LNBF’l’, BIAT, BTCD, B’ID, ONPVy awl Hotel do Chari (management); 

l ongoing privatization of DHS, Sm AFP, STEE (management), SONASUT, 
and SO’IELTCHAD (merger of TIT and telecom part of ONPT); and 

l begiming of preparation of a reform strategy for liberal&ion and privatisation of 
the cotton sector (COTONTCHAD). 

1996-98 

1995-98 

1997-98 

End-1998 

Implemented ao audit of the two social security agencies (CNRT sod CNPS). 1998 

Elhninated all prices aod pro& margins of previously controlled products, except for 
petmieum products, water and electricity, and generic medicines. 

1995-96 

Revised the Labor Code and abolished g ovemment’s setting of minimom wage. 
Liberalized foreign tie and adhered to the provisions of the CFMAC tide reform: 
eliminated import and export licenses, removed customs duties and surcharges on 
idraregional bade, ad elhnhmted of export taxes 
Applied exchange rules and rcguktions in line with the Bank of Central African States 
@EAC) zone texts. 

1996 
1995-98 

End-1995 

Established cotton pricing mechanism to give producers a larger share of international 
priCCS. 
Ensored participation off-s’ representatives in the cotton policy committee. 
Ensured privatization of veterinary services from livestock ministry. 
Implemented a road oser charge for road maintenance. 
Privati road maintenance. 
Adopted a policy statement on the energy and water sector. 

1997-98 

Implemented a new electricity and water distribution code to allow for the privatization 
of the sector. 
Opened up the sector to private investors, privatized the main operator, limited fixed- _ . . _ 

1997-98 
1997 
1996-98 
1996 
1997 

1998 

1997-98 
CXUOllS smlce monopoly to live years, and designed a new regulatory framewOrk. 
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Sector Actions Taken Timing 
SmiaI sectors 

Hcdth Updated and pursued implementation ofthe gwcrnmcnt’s National Health Policy. 1995-98 
Carried out and published a &mogmphic and health -y. 1996-97 

Education Increased the primary seheol emdment ratios tium 45 percent in 1995 to 63 percent 1995-98 
in 1998. 

Started preparation ofanEducationFramw ork Law. 1998 

Environment Prepmedenviromnmtal -ta and maoagcmat phms for environmultal 1998 
motion for DoLu rwion. 
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Chad: Summary of the Petroleum Development and Pipeline Project 

1. The project would involve (i) the development of oil reserves in the Doba region in the south 
of Chad (the field system), entirely financed by a consortium of private oil companies lad by Exxon; 
and (ii) the construction of a 1,070~kilometer pipeline from Chad to the Atlantic coast in Cameroon 
(the export system). Construction of the pipeline is supported by two joint-venture companies, the 
Chad Oil Transportation Company (TOTCO) in Chad and the Cameroon Oil T~nsportation 
Company (COTCO) in Cameroon; these companies, comprising the private sponsors and minority 
shareholdings by the two governments, respectively, will own and operate the Chad and Cameroon 
portions of the export system.’ The field system would require an investment of about U.SSl.5 billion 
to exploit oil reserves of about 900 million barrels over 25 years. The export system would entail an 
investment of about US$300 million for TOTCO and US$1,700 million for COTCO, for which 
external financing, including from the World Bank and IFC, is being sought. Oil exports should come 
onstream by end-2004, while the development phase for the oil fields will stretch out through 2008. 

2. The oil sector will be an economic enclave, with limited direct employment generation. In 
2005, the first full year of exploitation, real GDP would grow by about 50 percent, with oil GDP 
representing 41 percent of non-oil GDP. According to the declining profile of oil production over 
time, oil GDP growth is expected to start decreasing after a few years. 

3. Chad will not participate in the oil production company, and therefore its share in oil 
revenues would be in the form of royalties and taxes channeled directly to the govemment. Based on 
a price of about USSl5 per barrel for the Brent reference crude, nominal oil revenues for the 
govemment would average about USS80 million a year over the first ten years of oil production- 
about 22 percent of the total projected fiscal revenues, including oil, or 60 percent of the 1998 fiscal 
revenues. Over the period of production, US$1.8 billion (nominal) of direct revenues is projected for 
the government, of which about 53 percent would represent the royalties on oil exploitation, 
41 percent taxes from the oil field companies, 1.5 percent taxes from tbe income of TOTCO, and 
4.5 percent expected dividends from the profits of TOTCO and COTCO, in proportion to Chad’s 
minority equity stake. 

4. In mid-November 1999, two of the three private sector partners indicated their intention to 
withdraw from the consortium, raising questions as to the possibility of completing the investments 
and beginning the oil exploration within the originally envisaged time frame. The Chadian authorities 
have contacted other possible partners that might be willing to step in and the World Bank and the 
IFC are continuing their preparations, with a view to reconstituting a viable consortium. However, the 
uncertainty surrounding the project has not yet been resolved. 

’ Chad will acquire 15 percent of TOTCO’s equity and 5 percent in COTCO, which is being partly 
financed by the World Bank under an IBRD loan amounting to USS35 million. 
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Chad: Fiscal Performance Under the 1995-99 ESAF-Supported Program 

1. Economic growth and development continue to be constrained by Chad’s relatively 
weak fiscal performance. However, substantial adjustment was achieved over the course of 
the past ESAF-supported adjustment program. The overall fiscal deficit, on a commitment 
basis and excluding grants, was cut by over one-thud over the program period, including 
grants, it remained under 5 percent of GDP (see attached table). The current primary balance 
improved continuously over the program period and registered a surplus for the first time in 
1997. 

2. Government revenue has increased over 1995-99, though not as much as had been 
envisaged. The increase in total revenue reflects the marked recovery in tax collection, which 
is expected to rise by 3 percentage points to reach an estimated 8.6 percent of GDP at the end 
of 1999. This recovery was made possible by a strengthening of the tax and customs 
administration to combat fraud and evasion and to broaden the tax base, as well as by the 
implementation of comprehensive fiscal and trade reforms agreed at the level of the Central 
African Economic and Monetary Community (CEMAC). However, the increase in the 
revenue-to-GDP ratio at the end of the program was lower than had been envisaged, mainly 
because of exogenous shocks that have hampered economic activity in 1998 and 1999. The 
energy crisis, which affected the economy during the second half of 1998 and the first half of 
1999, and the terms of trade shock induced by the fall in world market prices for cotton 
caused serious cash-flow problems for the country’s biggest firms, leading them to 
accumulate tax arrears. The thinness of the tax base, combined with a recovery of arrears 
somewhat smaller than had been expected, led to a revision of the projection of tax revenue 
from 9.6 percent to 8.6 percent of GDP at end-1999. The mobilization of external financing 
remained volatile; revenue from grants fluctuated between 3.8 percent and 7.5 percent of 
GDP, and tended to decline over the course of the program. 

3. The Chadian government has demonstrated throughout the program its willingness 
and ability to contain nonpriority expenditure in response to revenue shortfall while 
continuously increasing funding for the priority sectors. It maintained a prudent wage policy 
over the period, mainly by freezing the financial effects of automatic advancement in the 
public sector over the entire program period and by limiting hiring to the priority sectors. 
Defense spending was kept at about 1 percent of GDP. The implementation of the public 
investment program was uneven throughout the program period, owing to problems in 
mobilizing the domestic contribution to project financing and delays in project execution 
and, particularly in 1998, problems associated with the reform of the taxation of public 
procurement. Domestic arrears were reduced by some CFAF 25 billion over the program 
period, and all remaining salary arrears should be cleared before the end of 1999. External 
borrowing was limited to concessional loans, Chad cleared the remaining external payments 
arrears at end-1998 and has remained current on its debt-service obligations since then. 

4. Assessment of the country’s fiscal stance at end-1999 is blurred by a 
CFAF 2.2 billion transfer to the Autonomous Road Maintenance Fund (CAER) in November. 
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This transfer, which was financed by an increase in the June 1999 disbursement of the World 
Bank’s structural adjustment credit (SAC), had not been envisaged when the 1999 Budget 
Law was passed in December 1998. Similarly, the revised projections for end-1998 take 
account of a loss of CFAF 0.3 billion in customs revenue resulting from the non-renewal of 
the additional tariff surcharge on sugar imports. Excluding these factors, the primary current 
surplus for 1999 would have been projected at 1.3 percent of GDP, as against 0.9 percent in 
the revised projection. 
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CHAD 
Three-Year Arrangement Under 

the Poverty Reduction and Growth Facility 

Attached hereto* is a letter (the “Letter”) with annexed Memorandum on Economic and 
Financial Policies (the “Memorandum”) dated November 12, 1999, from the Minister of 
Economy and Finance of Chad requesting from the Fund as Trustee of the Poverty Reduction 
and Growth Facility Trust (the “Trustee”) a three-year arrangement under the Poverty 
Reduction and Growth Facility, and setting forth: 

(a) the objectives and policies of the program that the authorities of Chad intend to 
pursue during the three-year period of the arrangement; 

(b) the objectives, policies and measures that the authorities of Chad intend to pursue 
during the first year of the arrangement; and 

(c) understandings of Chad with the Trustee regarding reviews that will be made of 
progress in realizing the objectives of the program and of the policies and measures that the 
authorities of Chad will pursue for the second and third years of the arrangement. 

To support these objectives and policies the Trustee grants the requested three-year 
arrangement in accordance with the following provisions, and subject to the provisions 
applying to assistance under the Poverty Reduction and Growth Facility Trust. 

1. (a) For a period of three years from January 7,2000, Chad will have the right to 
obtain loan disbursements from the Trustee in a total amount equivalent to SDR 36.4 million, 
subject to the availability of resources in the Poverty Reduction and Growth Trust 

(b) Disbursements under this arrangement shall not exceed the equivalent of 
SDR 10.4 million until October 1, 2000 and the equivalent of SDR 20.8 million until 
October 1, 2001. 

(c) During the first year of the arrangement: 

(i) the first disbursement, in an amount equivalent to SDR 5.2 million, will be 
available upon approva1 ofthis arrangement, at the request of Chad; and 

(ii) the second disbursement in an amount equivalent to SDR 5.2 million, will 
be available after June 30, 2000 at the request of Chad and subject to 
paragraph 2 below. 

(d) The right of Chad to request disbursements during the second and third years of 
this arrangement shall be subject to such phasing and conditions as shall be determined. The 
phasing of, and conditions for, disbursements during the second year of this arrangement 

*See EBS/99/234 (12/22/99) 
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shall be determined in the context of a review of Chad’s program with the Trustee, the timing 
of which shall be established at the review contemplated in paragraph 2(e) of this 
arrangement. 

2. Chad will not request the second disbursement provided for in paragraph l(c)(ii) 
above: 

(4 if the data as of March 3 1, 2000 indicate that: 

(i) the ceiling on net domestic bank credit to the government, or 

(ii) the floor on the central government current primary fiscal surplus, or 

(iii) the floor on the net reduction of domestic payments arrears of the central 
government, or 

(iv) the ceiling on external borrowing on nonconcessional terms contracted or 
guaranteed by the central government with maturity of between one and 
twelve years, or 

(v) the ceiling on public short-term external debt, 

as specified in Table 1 of the Memorandum, respectively, was not observed; or 

(b) if, by March 3 1, 2000, Chad did not carry out its intentions with respect to: 

(i) the nomination of a controller and the adoption of a restructuring plan for 
COTONTCHAD, or 

(ii) the completion of a study of the statistics presently produced by the 
statistical apparatus and of their periodicity, 

as specified in paragraphs 55 and 56 and Table 2 of the Memorandum; or 

(c) if, at any time during the period of this arrangement, Chad has accumulated any 
new external payments arrears except for arrears that are subject to debt-rescheduling 
agreements as specified in Table 1 of the Memorandum; or 

(d) if Chad: 

(i) has imposed or intensified restrictions on payments and transfers for 
current international transactions, or 

(ii) has introduced or moditied multiple currency practices, or 
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(iii) has concluded bilateral payments agreements which are inconsistent with 
Article VIII, or 

(iv) has imposed or intensified import restrictions for balance of payments 
reasons. 

Cd until the Trustee has determined that the first review contemplated in 
paragraph 6 of the Letter has been completed. 

When Chad is prevented from requesting disbursements under this arrangement because of 
paragraph 2, such disbursements will be resumed only after consultation has taken place 
between the Trustee and Chad and understandings have been reached regarding the 
circumstances in which Chad may request further disbursements. 

4 In accordance with paragraph 4 of the Letter, Chad will provide the Trustee with such 
information as the Trustee requests in connection with the progress of Chad in implementing 
the policies and reaching the objectives of the program supported by this arrangement. 

5. During the period of this arrangement Chad shall remain in close consultation with 
the Trustee. In accordance with paragraph 5 of the Letter, Chad will consult with the Trustee 
on the adoption of any measures that may be appropriate at the initiative of the government 
or whenever the Managing Director of the Trustee requests such a consultation. Moreover, 
after the period of this arrangement and while Chad has outstanding financial obligations to 
the Trustee arising from loan disbursements under this arrangement, Chad will consult with 
the Trustee from time to time, at the initiative of the government or whenever the Managing 
Director of the Trustee requests consultation on Chad’s economic and financial policies. 
These consultations may include correspondence and visits of officials ofthe Trustee to Chad 
or of representatives of Chad to the Trustee 




