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I. Introduction 

The discussions that formed the basis for the Article IV 
consultation and the request for a three-year arrangement under the 
enhanced structural adjustment facility (ESAF) were initiated in Dakar 
during July 1-17, 1988, and concluded in Washington during August 15-26, 
1988. l/ In the attached letter dated October 15, 1988, the Government 
of Senegal requests a three-year arrangement under the ESAF in an amount 
equivalent to SDR 144.67 million (170 percent of quota), and the first 
annual arrangement thereunder in an amount equivalent to SDR 59.57 mil- 
lion (70 percent of quota). The requested arrangements are in support 
of Senegal’s adjustment policies outlined in the updated medium-term 
policy framework paper (PFP) for 1988/89-1990/91 (July/June) (EBD/88/304), 
which was prepared in collaboration with the staffs of the Fund and the 
World Bank, and the memorandum on economic and financial policies for 
1988/89 (Appendix II). The updated PFP, which was transmitted to the 
Managing Director of the Fund and to the President of the World Bank on 
October 15, is expected to be considered by the Bank’s Executive 
Directors, at a meeting of the Committee of the Whole, in November 1988. 

The proposed access of 170 percent of quota over the three-year 
period is based on Senegal’s demonstrated track record under previous 
Fund-supported programs, the strength of the proposed adjustment 
program, and its financing needs. Over the three-year period, the total 
budgetary external financing requirements amount to CFAF 250.0 billion 
(SDR 634.1 million), of which the Fund would account for about 23.5 per- 
cent on a gross basis and 3.6 percent on a net basis (after repurchases, 
but excluding charges). The proposed phasing of access, of 70 percent 
of quota during the first year and 50 percent in each of the two 
following years, is broadLy commensurate with the distribution of 
Senegal’s financing requirements over the three-year period. Senegal ’ s 
yearly budgetary financing needs as a percentage of the total over the 

l/ The letter of request was finalized on October 15, 1988, 
foilowing the confirmation of external financial commitments for 
1988/89. The Senegalese representatives included Mr. Jean CoLLin, 
Minister of State and General Secretary of the Presidency; Mr. Serigne 
Lamine Diop, Minister of Economy and Finance; Mr. Djibo Ka, Minister of 
Planning and Cooperation; Mr. Abdul Cissokho, Minister of Rural 
Development; Mr. Famara Sagna, Minister of Industrial Development and 
Handicrafts; Mr. DjibriL Sakho, National Director of the Central Bank of 
West African States (BCEAO); and other senior officials concerned with 
economic and financial matters. The staff representatives were Messrs. 
Nsouli (head-AFR), Brou (AFR), Enders (AFR), Yucelik (FAD), de Zamaroczy 
(AFR), and Miss Linares (secretary-AFR). Mr. Ugolini, the Fund’s 
resident representative in Dakar, took part in the discussions. A World 
Bank staff team, led by Mr. Ingram, participated in the discussions on 
the PFP. Mr. Mawakani and Mr. Santos, Executive Director and Alternate 
Executive Director for Senegal in the Fund, attended the policy 
meetings. 
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three-year period are projected to be 46.9 percent in 1988189, 30.8 per- 

cent in 1989190, and 22.3 percent in 1990/91. The proposed phasing of 
drawings from the Fund, as a percent of total access over the three-year 

period, is 41.2 percent in the first year and 29.4 percent in each of 
the two successive years. As of September 30, 1988, total Fund credit 

outstanding amounted to 253.68 percent of quota. l/ If all the 
disbursements under the proposed ESAF arrangements and all repurchases 

are made on schedule, total Fund credit outstanding would amount to 

282.20 percent of quota at end-September 1991 (Appendix I, Tables I 

and II>. The budgetary and balance of payments projections show that 

Senegal can begin to reduce its obligations to the Fund starting in 

1991/92. During 1991/92-1992/93, total Fund credit outstanding would be 

reduced by 71 percent of quota. 

The Fund and the World Bank staffs have continued their close 
cooperation on Senegal. In sspport of its adjustment program, Senegal 
is expected to receive a fourth structural adjustment Loan (SAL) from 
the World Bank and other cofinancing amounting to about US$150 mil- 

lion. As preparation of the SAL is expected to be initiated in Late 
1988, the first disbursement is projected to take place only in the 

second quarter of 1989. The Government has also sought and received 
assurances of continued financial support of its programs from other 
multilateral and bilateral creditors, and has requested a rescheduLing 
of part of its external debt service obligations under the auspices of 
the Paris Club. 

Senegal is on the standard 12-month consultation cycle. The 1987 
Article IV consultation with Senegal was concluded on March 25, 1987. 
The Executive Board was notified on February 17, 1988 (EBD/88/59) of the 
delay in conducting the 1988 Article IV consultation, with a view to 

aligning the consultation discussions more closely with the timing of 
the Government’s fiscal year (July/June). Senegal continues to avail 

itself of the transitional arrangements under Article XIV. 

II. Background: Adjustment and Growth 

Faced with a severe economic and financial crisis, resulting mainly 

from recurrent droughts, declining terms of trade, and inadequate 
economic and financial policies, in mid-1983 the Senegalese Government 

started to implement effectively appropriate structural and demand 
management policies. These efforts have been supported by successive 

stand-by arrangements from the Fund and, starting in 1986/87, also by 
arrangements under the SAF; two structural adjustment loans from the 

l/ Senegal has made all the purchases totaling SDR 21.275 miLLion 
envisaged under the current one-year stand-by arrangement, which is due 

to expire on October 26, 1988. It also drew SDR 25.53 million under the 

second annual arrangement under the structural adjustment facility 

(sAF). 
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World Bank; and other multilateral and bilateral financial assistance, 
including debt relief. During 1983/84-1986187, the economy was 
substantially liberalized, agricultural and industrial production 
incentives strengthened , public enterprise reform initiated, the 
Government’s overall fiscal deficit sharply reduced, and an appropriate 
domestic credit policy pursued. 

The policies implemented succeeded in revitalizing the economy, 
dampening inflationary pressures, and strengthening the external sector 
position (Table 1). Reflecting the return of favorable weather 
conditions and the improved domestic economic environment, real GDP 
growth averaged 4.2 percent annually during 1985/86-1986/87. The 
inflation rate, as measured by the GDP deflator, declined from an 
average annual rate of over 11 percent in 1983/84-1984/85 to 5.0 percent 
in 1986/87. The external current account deficit, excluding official 
grants, narrowed from 21.7 percent of GDP in 1982/83 to 11.0 percent in 
1986187, reflecting primarily an increase in private gross domestic 
savings. The improved financial situation and the strengthening in 
external debt management contributed to a reduction in the ratio of 
public and publicly guaranteed external debt to GDP from a peak of 
91.0 percent in 1984/85 to 74.2 percent in 1986/87, and to a 
stabilization of the debt service ratio, before debt relief, at about 
30 percent of exports of goods and services and private transfers. 

III. Performance Under the 1987188 Program 

In order to consolidate the gains achieved and to further the 
adjustment process, the Senegalese authorities pursued their adjustment 
efforts in 1987188 within the context of a medium-term policy framework 
for 1987/88-1989/90. The policies envisaged were vigorously imple- 
mented, notwithstanding the political pressures associated with the 
presidential and parliamentary elections held in February 1988. ALL the 
performance criteria under the stand-by arrangement were met, and all 
the benchmarks under the second annual arrangement under the SAF were 
observed, aLbeit with a delay of a few weeks in the removal of the 
remaining quantitative restrictions on imports (Table 2). The measures 
implemented under the 1987/88 program are summarized in Table 3 and 
detailed in the memorandum on economic and financial. policies 
(Appendix II>. The objectives of the program with regard to growth, 
inflation, and the external current account were broadly realized. 
However, the capital outfLows that had taken place in the first half of 
1987/88 persisted. As a result, the balance of payments objective was 
not attained. 

In 1987188 real GDP is estimated to have grown by about 

4.4 percent, compared with a program target of 4.2 percent, reflecting 
the continued strength of the agricultural sector, owing to the positive 
impact of the policies pursued and the good weather conditions. The 
favorabLe domestic supply conditions, the liberalization of the economy, 



-4- 

Tabla 1. senegel: selected Ecaxldc and Pimncial Indicators, l984/8W991/92 

1984/85 l985/86 l986/87 l987/86 l9&3/89 l989/90 1990/91 1991/92 
kv. Rel. Rag. Rojectiom 

Nstiom1 inare end pricea 
CXP at amstant pricee 
ClDp deflator 
Q=-=PriceSY 

Extend sector 
Expm-ts, f.o.b. 
Jqorte, f.o.b. 
broil hqorta, f.o.b. 
Izxpcat wlm? 
Inportm- 
Tmm of trade (detcrlorath -) 
hdml effective exhnqz rate (ad of period; 

deprectatiul -) 
Reel effective exchqe rate (end of period; 

cleprsdatial -) 

heyandcredit 
-tic a-e& 2/ 

CredLt to the 7sJlemluIt (net) y 
creltft to theeamlqy 

Inckdingcmptit_Y 
-aopctit_u 

rcmelr~queSi-=YOQ) 
velocity (lxx relntive to rn) y 
IrI~rate(dofperiod) 

f4inmdratealtiPdqmits~/ 
bbney lmtbt rate for ownd.$It 

depoeits 

ow-all fiscal MJrpJIJe or dcficlt (-) 6/ 
-tart lndE 
mstllxwis 

awfJchwtk~~ 
Grcer&amticsa~ 
hMrlulcumant- deficit (-) 

Eduding official gnKltl 
Incm official grant0 

Exterml &bt 3 
Oak service ratio (in percent of 

eixpxtsofgoodeandservf~, 
ad plivatc trmsfers) 6J 

GIpataIm?ntasrlrctprl~ 
(in MIllam of CPA frama) 

Ouerall bhwe of ~ytmlte mlrpllu or 
deficit (-) (in mllliam of sib) 8J 

aoss official foreign T 
(in ted03 of iqlortr) 

4.5 4.2 4.2 4.2 4.4 4.2 3.5 3.6 3.8 
Il.4 8.3 5.0 3.8 2.5 2.4 2.3 2.3 2.3 
l3.S 9.4 0.4 3.5 -2.6 . . . .,. . . . . . . 

-2.8 
3.9 
2.8 

-14.1 
-1.7 
9.1 

4.3 

-ll.s 
-7.5 

1.4 
2.3 
9.8 

-6.6 

6.3 

7.3 

-5.8 14.6 10.5 11.8 12.2 13.3 12.6 
-15.4 5.1 3.7 6.7 6.6 6.7 7.6 
4.2 2.4 2.3 8.6 6.6 6.7 7.6 

2.3 16.9 16.3 9.5 6.8 6.1 6.5 
2.2 0.3 -5.8 2.2 3.8 2.8 3.1 

10.3 6.5 -7.3 3.2 1.4 1.7 0.3 

4.6 

-2.0 

. . . 2.2 . . . . . . . . . . . . 

5.2 . . . -1.9 . . . m.. . . . 

7.7 7.3 14.8 4.9 -1.4 
2.5 0.9 6.6 5.4 5.4 

9.5 
1.4 

-3.0 
1.2 

-4.2 
3.3 
5.2 
4.2 

. . . 

8.3 9.6 7.5 
2.6 2.9 2.4 

4.8 14.2 
2.1 5.5 

2.8 6.8 
1.3 4.1 
2.8 2.3 
3.8 4.2 

9.5 9.0 

lo.3 7.6 

10.7 -2.2 
0.6 1.9 

9.2 
1.8 

7.4 
1.9 
1.2 
4.1 

8.0 

2.3 3.6 
-0.4 6.2 

10.1 
0.9 

17.4 
3.9 

0.0 

8.0 

-4.1 
2.3 
3.2 
4.1 

2.7 
3.0 
6.2 
4.2 

3.8 
3.8 
5.7 
4.2 

. . . 

. . . 

0.8 
-3.3 

4.2 
4.2 
5.4 
4.2 

8.0 

7.3 

. . . 

. . . 

. . . 

7.751( . . . *.. 

-3.s -2.3 -1.5 -0.3 -1.0 0.2 0.6 1.9 2.7 
-4.6 -3.3 -3.4 -2.9 -3.6 -1.9 0.3 1.6 2.5 
14.7 14.2 SO 14.0 14.9 14.5 14.6 14.9 14.9 
2.5 4.2 9.3 9.5 10.2 10.6 Il.8 13.2 14.1 

-18.7 -15.6 -11.0 -9.2 -9.9 -9.1 -7.0 -6.5 -5.4 
-l2.2 -10.0 -5.7 -4.1 -4.7 4.0 -2.0 -1.7 -0.8 

91.0 60.3 74.2 72.7 74.3 73.9 72.5 69.6 65.6 

25.2 29.1 

1.223.1 

-23.0 

0.2 

29.6 28.9 30.0 33.4 29.1 26.8 25.2 

1,083.a 

-75.6 

0.7 

1.336.2 1.460.3 1.432.9 1.527.8 1.617.9 1.714.4 1,820.8 

66.3 72.8 -29.5 72.8 36.7 20.1 47.7 

0.4 . . . 0.4 . . . . . . . . . . . . 

@mlal dlnqqze In percent, unless othervi.3e sped 
/ 

fled) 

Samea: Data provided ty the Saw&me autlmritics; d estfmtes ad projatiam of fh Rmd ad UDrY Bade etaffr. 
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T/ Annael parcentage chqp ovar begtmi~f-pcriod my stock. 
k (;Dp relative to and-Jlne bad mmy std. 
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foiiav cloeely dr .aarep mt qmtt.h~. 
5J shoe saptmbar 5.1988. 
61 Before&k redadd@. 
r/ hblic and publicly gunanteed debt, inclding ?d credit ad ca&ral bnk llabillties. 
ijj After debt rescheduling. 
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Table 2. Senegal: Performance Criteria Under the Stand-By Arrangement and 
Benchmark6 Under the SAP Arrangement, July 1987-June 1988 L/ 

Stock at Change from July 1, 1987 to end- 
end-June 1987 1988 

1987 Sept. Dec. March June 

I. Performance Criteria and Financial Benchmark8 

(In billion0 of CPA francs) 

Net domestic aweto of the banking ryrtea 
Adjusted ceiling 
Actual 

Credit to the Government (net) 
Adjuated ceiling 
Actual 

Payment0 arrears of the Covernrent and 
public agencies 
Adjusted ceiling 
Actual 
1. Domertic 

Ad justed ceiling 
Actual 

2. External 
Actual 

Repayment of 1965/86 crop credit 
Adjusted ceiling 
Actual 

Repayment of ONCAD debt 
Adjueted ceiling 
Actual 

Nev external borroving on nonconcereional 
terms by the Corernment or with government 
guarantee 

1. Short-term (leas than 1 year) 
Actual 

2. 1-S yeara’ maturity 
Actual 

3. l-12 yearn’ maturity 
Actual 

II. Structural Benchmark8 

549.7 

143.9 

-- 

2.5 - 

80.2 

Action Status 

(a) Elimination of the remaining quantitative restrictions 
on importr (January 1988). 

Lifted in February 1988. 2/ 

(b) Implementation of appropriate adjurtment in producer Study completed in February 
price8 for the 1988/89 crop eeaeon baeed on recouendatione 1988, and adjustment in 
of study on agricultural price8 and other incentivea producer prices effected on 
(1988 and 1989). May 1. 1988. 

(c) Adoption of a three-year public investment program for 
1988/89-1990191. 

Implemented. 

-7.4 -1.3 30.6 0.1 
-11.0 -7.9 44.0 41.0 
-17.3 -12.1 34.5 32.5 

1.4 10.5 0.9 6.5 
-3.7 9.0 0.9 6.5 
-7.7 -0.9 1.7 6.0 

-3.0 
-3.0 
~3.6 
-3.0 
-3.0 
-3.6 

me 
-- 

-3.5 -9.5 
-3.5 -1.1 
-6.5 -4.1 
-3.5 -9.5 
-3.5 -1.1 
-6.5 -4.1 

-- -- 

-14.0 
-14.0 
-14.0 
-14.0 
-14.0 
-14.0 

-- 
-- 

-- 
-- 
-- 

-2.2 
-2.2 
-2.2 

-2.5 -2.5 -2.5 
-2.5 -2.5 -2.5 
-2.5 -2.5 -2.5 

-3.4 -6.5 -8.6 
-3.4 -4.9 -8.6 
-3.4 -4.9 -8.6 

(In millions of SDRs) 

-- -- -- -- 
-- -- -- -- 
- -- -- -- 
- -- -- -- 

24.0 24.0 24.0 24.0 
5.4 5.4 5.4 12.7 

Sourcer: Letter8 of intent of the Minirter of Economy and Finance dated September 18, 1987 and 
March 1, 1988; and data provided by the Sencgalere authoritier. 

l/ For the provisions regarding the adjurted ceilings, ree EBS/87/205 and EBS/88/52. 
z/ With the exception of those on used clothea, maintained for sanitary reasons. 
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‘hble 3. Senegal: Fnlidea I&mm&d IMar the Pqran for l987/88 

objectives 

1. Reel grcwth: 4.2 percent; 
2. Inflation ((Ep deflator): 3.8 percent; 
3. Exterml ClJrrellt accamt defi&, excludfng OffidaI grants: 9.2 percmt of ap. 

mlidaa 

A. Agricultural policy 
continue to impleamt nRr agriculhxal policy, kluding carmls Plan; 
1. Prepare study al agricultural producer prices; 
2. Prepare an action plan on pcoker prices for l988/89 crop season; 
3. Cmplete a technical d fimrdal adit of sxCC6. 

B. In&trial policy 

1. W remaining quamtitatiw restrictions on inuxts ty Jaturv 1988: 
2. Gmid phasing~ait of pro&ct-8pecific ezuzepti& to &caL tbdff ichehle by Kkcdvr 

3. ElAnhate direct operating subsidies to mqpr cmpsny (CBS) by kadvr 1987; 
4. Revlss hestQnt aide b, July 1987; 
5. Revise labor code by July 1987; 
6. Reduce price cxmtrols. 

C. Public imeshm& 

Impkwot first mr of the thvr rolling public inwstmmt prcgran (1987/8M989/90), with an 
overall target of CFAF 144.0 bill&n for 1987/88. 

D. mblic enterprise sector 
1. Initiate divestiture program for ten public enterprises in 1987188; 
2. Liquidate seven wblic enterprises and tw public -es by Lkcernbet 1987; 
3. Ickntify a second group of 10 to 17 mterprlsea for partfal or oaplate privatiLation in 1987/88; 
4. F’imlize ad sign cam-act program with nine prbllc entcrprisea. 

5. Ensue progressive ellndnntion of direct pave-t wrteidics to public enteqrisc sector. 

E. Fiscal poky 
Pd~ce ovenI deficit on a cumdtmt tads, including grsnts, frm 1.5 percent of alp in 1986/87 

to 0.3 percent of GDP in l987/88. k&e Qrneatic peynents arrears to aAP 8.5 billion. 

Revems: in2mase bp 4.5 percent; 
1. Imptitation of the aeaxwi phase of the tax reform (with had tedmid asristanca). inchding: 

(1) reatroctorimg of r-eveus departmmts with increased arqhn~is m audit ad 

grmter me of oaqruterized prow+xea for a.wes(pent and wllaction, 
(2) reinfordng fiat a&w snuggling and evasion; 
(3) introfhdng fiscal c&aster in Lkkar area; 

2. Initiate the first step of the fiveyear prognm of salea of atam lad, apected to yield 
CFAF 3.5 billim in l987/e8; 

3. Transfer to the budget CFAP 36.0 billion of racdpta fm the oil sactor; 
4. Adopt a - custam co& ly Demdvr 1987. 

Total -hue and net lading: iocrease by 0.8 percent; 
1. unlit the tuaase in the w@z bill to 2.1 percamt: 

- Induce the number of pe-t aaployeea to 67,700 at auHkeember 1987, ard 67,M at 
eld4uE MB; 

- No general selary ixrasae to bs grfmted in 1987/88; 
2. Irmease expaditure for lpaterials and win- QdOt.hlZ alrrent sLv+lditum to CPAF 45.7 Mllial; 

3. Reduce expditure an tramfers and subsidies to UW 27.5 billton. 

F. tbmtary policy 
1. Liadt nraJth of &tic liauidltv to 3.2 oerant: 
2. Limit ;he gmth of private’s& credit,‘excl&g crop ctadit, to 2.1 pcroent; 
3. Limit increaas in met cradit to the Gxenmart to 4.5 precut; 
4. Reduce mtstanding l986/87 crop credit to CFAF 7.8 MUim lq a+Qcmbm, d fully 

rewuraeb&ncebgand-l&rch1988; 
5. Reinhvse fully outsM% l9g5/f% crop credit; 
6. Complete prepsratory work on the reform of the ta&t% systan. 

G. ExtermlQk 
1. Linitnew mmamce&onsl loam to = 24.0 million for =turitv frca l-12 yearn: SKI TW 

nmwnwssioml h tith a wturity of 1-S years; no short&u aaenai b&wing 
(lam thm 1 year), axcept for mxlml @art-related credita; 

2. No extem1 psynents arrears to bs iwurred. 

Ccnpleted 

ccmpleted 

Prelimimty audit 

calpleted 

lkmved in February 1988 
In progress 
xaplenented 
Il&ammted 
*lauemted 
leaked in February IQ38 

Inplaaented 

InQlElmted 

Inpkted 
Inp1wslted 
s1pe.d are; 

others delayed. 
Inputed 

Overall deficit recked 
to 1.0 percent of w; 
rehcticm in psynents 
arrears achieved. 

mcumd ty 1.4 percart 

hprogre= 
InprogresS 
Inprogress 

nLeyed 
IlLplenmted 
IrqLvmted 

Ikclimd bj 1.4 percent 
liq1enented 

IlqrJleaQted 
Inplnn?nted 
Increased to 

Qw so.0 billion 
IapLvuvlted 

llqdamted 

Iqdemlted 

Isplerented 

lb?.&ed to CFAF 1.5 Muiar 
at end-Jum 1988 

w-4 
IlTpmted 

Il+?mmted 

Inpkmented 

soUrC.3: EBs/87/2Os, gR9/8g/n, md Appsldix I. 
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and the continued restraint in aggregate demand contributed to a reduc- 
tion in the rate of inflation, as measured by the GDP deflator, to 
2.5 percent, as against a program objective of 3.8 percent. 

The external current account deficit, excluding official transfers, 
was reduced from 11.0 percent of GDP in 1986187 to 9.9 percent in 
1987188, compared with a program target of 9.2 percent. Although 
exports increased by 10.5 percent, there was a shortfall from the 
program target due to the postponement of some exports by the groundnut 
oil processing company (S~NACOS), in the expectation of better world 
market prices in the latter part of 1988; a decline in export receipts 
from petroleum products, mainly as a result of marketing difficulties in 
a neighboring country; and Lower-than-projected export prices for the 
products of the chemical industries. However, the export shortfall was 
partly offset by a lower-than-programmed import bill, reflecting mainly 
Lower cereal imports. Net service payments and net transfers were 
virtually in line with the program. By contrast, net capital inflows 
were much lower than projected, owing mainly to an exceptional increase 
in private capital outflows. Four major factors accounted for this 
increase: the shift in the Location of the collection center for CFA 
franc banknotes from Paris to Abidjan in 1987 ; some speculative capital 
outflows toward the end of 1987; the impact of the political and social 
disturbances following the presidential and legislative elections in 
February 1988; and delays in the repatriation of some export proceeds. 
Consequently, the overall balance of payments, before debt rescheduling, 
recorded a deficit of CFAF 36.7 billion, compared with a programmed 
surplus of CFAF 2.4 billion. Following the Paris Club meeting of 
November 1987, SenegaL received debt relief equivaLent to CFAF 26.0 bil- 
Lion in 1987188. i/ Senegal’s debt service ratio was accordingly 
reduced from 30.0 percent, before debt rescheduling, to 23.6 percent, 
after debt rescheduling. The balance of payments deficit, after debt 
rescheduling, amounted to CFAF 10.7 billion. 

The program for 1987/88 placed particular emphasis on structural 
policies. The initial year of the three-year public investment program 
for 1987/88-1989/90 was implemented as envisaged, with an emphasis on 
high-return investment projects as well as rehabilitation and 
maintenance operations. The Government further Liberalized the import 
and marketing of agricultural inputs, reduced subsidies for fertilizers 
financed directly by donors by about one third, and transferred 
additional production and marketing operations from rural development 
agencies to producer cooperatives and the private sector. The invest- 
ment and Labor codes were revised in July 1987; the direct ope,rating 
subsidies to the sugar company (CSS) were discontinued effective 
November 1987; all the remaining quantitative restrictions on imports 
were removed in February 1988; and the scope of price controls was 

l/ For details on the Paris Club rescheduling of November 1987, see 
SM788/16. All bilateral agreements based on that rescheduling were 
signed. 
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sharply reduced in February 1988. The Government adopted in the second 
half of 1987 a law and several decrees establishing the legal framework 
for privatizing public enterprises. Seven public enterprises and two 
public agencies were Liquidated in the second half of 1987, and a first 
set of ten public enterprises was offered for sale. No offers for the 
purchase of these enterprises were received. The rehabilitation 
programs for several public enterprises were carried out, but progress 
in signing new contract programs was Less than envisaged due to 
technical and administrative delays. The direct budgetary subsidies to 
the public enterprise sector were further reduced by 5 percent from the 
previous year's Level. 

The overall fiscal deficit, on a commitment basis and including 
grants, was further narrowed from 1.5 percent of GDP in 1986187 to an 
estimated 1.0 percent of GDP in 1987188, compared with a program target 
of 0.3 percent. The higher-than-programmed deficit reflected a 
shortfall in budgetary revenue and grants. Tax,revenue rose by only 
3.5 percent, as against a program estimate of 8.9 percent. The 
shortfall was due to a reduction in turnover and value-added tax 
receipts resulting from a slowdown in commercial activity during the 
curfew in effect in March and April 1988, declining domestic sales of 
petroleum products, and administrative delays in the introduction of the 
tax retention and reimbursement scheme applying to foreign-financed 
projects. Income tax receipts, which were 7.0 percent above the program 
target as a result of adjustments in the rates of individual income and 
payroll taxes , partly offset the revenue shortfall in other areas. 
Nontax revenue was lower than programmed, essentially because of delays 
in introducing the program for the sale of government-owned Land in 
cities. The shortfall in revenue was partly compensated by lower total 
expenditure and net Lending, which declined by 1.4 percent, compared 
with a programmed increase of 0.8 percent. Current expenditure exceeded 
the program target due to higher-than-anticipated interest due on 
external public debt and to additional outlays associated with the 
presidential and parliamentary elections. The wage bill was on target, 
as the total number of civil servants was reduced as programmed and no 
general salary increase was granted. The overruns in current outlays 
were offset by the better-than-projected results of the Treasury special 
accounts and correspondents, as well as lower budgetary capital outlays, 
reflecting the delay in implementing the aforementioned tax retention 
and reimbursement scheme for foreign-financed public projects. The 
verified domestic payments arrears of the Government and public agencies 
were reduced as programmed, while the required crop credit repayments by 
the Treasury were somewhat Lower than envisaged. As a result, the 
overall fiscal deficit, on a cash basis, is estimated to have amounted 
to 3.6 percent of GDP, as against 2.9 percent of GDP in the program. As 
net foreign financing and domestic nonbank financing were both higher 
than programmed, net government borrowing from the banking system was 
kept below the program target. 

Domestic liquidity expanded by 1.2 percent in 1987188, compared 
with a program projection of 3.2 percent. Net credit to the Government 
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grew by 1.8 percent of beginning-of-period money stock, as against a 
program target of 1.9 percent. The growth of ordinary credit was held 
to 1.9 percent of beginning-of-period money stock, compared with a 
program target of 2.3 percent. However, crop credit increased by 
5.6 percent of beginning-of-period money stock, instead of declining by 
6.4 percent as envisaged. This outcome resulted from a higher-than- 
expected groundnut crop, as well as slow exports of groundnut oil in the 
first half of 1988. Thus, domestic credit rose by 9.2 percent, whereas 
it had been programmed to decline by 2.2 percent. However, in view of 
the external sector developments, net foreign assets dropped sharply. 
During 1987188, the preparatory work for the reform of the banking 
system was pursued and progress was made in the restructuring of certain 
banks, including the consolidation of their debit balances. 

XV. Report on the Discussions and the Adjustment Strategy 

While adjustment and economic growth have moved hand-in-hand in 
Senegal (Charts 1 and 21, further progress toward the achievement of a 
sustainable rate of growth and the re-establishment of financial balance 
is hindered by several remaining structural obstacles. The discussions, 
therefore, focused on the design of a medium-term strategy to overcome 
these obstacles. The discussions took into account the views expressed 
by Executive Directors at the conclusion of the 1987 Article IV 
consultation with Senegal. On that occasion, Directors had emphasized 
that, notwithstanding the progress made, the Senegalese economy remained 
vulnerable, internal and external financial imbalances were large, and 
the external debt burden was heavy. Accordingly, Directors stressed the 
need for sustained adjustment efforts in the context of a medium-term 
policy framework. In the discussions with the authorities, the key 
structural obstacles examined included physical and institutional 
bottlenecks and price distortions in the rural sector; rigidities 
relating to the Labor market, wages, and administrative procedures, as 
well as the high cost of energy, in the industrial sector; weaknesses in 
public resource management, relating to public investment, the public 
enterprise sector, and the structures of expenditure and taxation; and 
the constraints imposed by the liquidity problems confronting the 
banking system. Against this background, a comprehensive medium-term 
strategy was designed, as outlined in the updated policy framework 
paper. Within this context, the program for 1988/89 involves major 
policy actions which will further the adjustment process in the coming 
year and contribute significantly to the achievement of Senegal’s 
medium-term objectives (Table 4). It was recognized that the benefits 
of the measures implemented so far will fully materialize over the 
coming years, and that the continuing effects of these measures will be 
reinforced by those envisaged under the 1988/89-1990/91 program. 
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Table 4. Sue&: Structural obstxlea to eearadc Crcuth Bd MMsant F’olides 

obstscles to Emrndc 0rwt.h kdiun-Term Objectivea 
Id strategies 

kamxes for 1988/89 

I. Riay sector 

1. vulwability of rainfed agrialltum 
to adverse other mditiom. 

2. Inappmpriate prking policy. 

3. Ineffidery of mm1 dwelqat 
agencies- 

4. La9 &pee of diversificntim and 
m&toml specielizatim. 

5. 1rndequste firlmckl int-tial. 

II. titti1 sector 

1. High factor costs C& to high level of 
-gy prices and high cd uqen. 

2. InfL?dMlity in ths l&x arkJEt. 

3. la, pmktivity of labor. 

4. It@ level of darstic pmtection. 

5. Fricc amtrol.s. 

6. FmY2ssiva ad Mficimt 
a&dnistmtive anrtmints. 

*. laa&ass in pmce&ms for 
idpntifieatim, pmpamtian, d 

cv&mtion of projects. 

b. Imdqmtc &&al ad firandal 
fcmitorill8 of pmjscts. 

f. hsppmpriatc evaluation ad 
wtti of - m&s. 

2. Fublic elEmmms sector 

s. slcupeD?mdina&quatc 
amrdlnstial of the mfccm 
Pm. 

b. High lnnl of plblic wn?ap. 

Rpsnd snd diversify &m?stic objective: 

prcda2tim, snrkting, ard ptmssing. 

Euminate gta&d.ly prioc distortiala ad 
subidies. 

Furtkr rc&ce Gowe-‘s interventim in tJxz k&ce the role of public rural agencies and of 
seztor. ths Fad Security coprlssim (CSA). 

Fineture ani contime the p-s of c&m 
mvisaged uder ths M) agrialltura1 @Icy. 
cimtinm to irplemlt the Gzzm.¶l.¶ PIan. 

Intm&lce spedal extmsion caqaigtw and the 
National seed Plan and inklate test projects 
for tramformtim of lo31 coarse cereal& 

Itlpmve filmnclnl intcrPdCatial in the rural 
sector. 

Impmve ~titiveness ad objsctive: 

efficiency of the idJstti1 bCCtor. 

hrsuc the copprehmeirrc in&aria1 policy 
reform launckd in 1986 to consolidate md 
Itlw!f3thal the in&atria1 sector. 

Establish an action plan for the agricultural 
cl-eat systas. 

Lkvalop an acticm plan to adjuust the dowstlc 
price of energy wd to offset resulting revaNe 
losses. Iqwe link between labor r-atloll 
md pm&ctivity. 

Foster Mm mtdlity through institutid 
reform. 

Rilmx Llbx ptc&ctivity. 

rk?due effelxirR pmtectim. 

ubet-alh pridg system. 

ik&ca md siqlify mhinistmtin prom&u. 

Iqmnc efficiency of p.nbIic 0b~~ti.e; 

Fomlatc a La\bccns &zve@t stmtegg ad 
elaborate . nnl six-year acnlopat plm. 

Gxltinr to folmke md fqhrmlt s$qmptite 
threeyea “mw pM!c inwshsmt pro%rss. 

Iqnve ths mmitorig of projects. 

Ikke.plbliccwrrshiptoa~ulpapofkey 
atcrpri.sa. 

Chamel p.ablic investmnt tward extemim of 
irrigated - md review the regulations 
P--a3 tl-em. 

Redrc pcoker price of gmudnuts from CFAF 90 
to CFAF 70 per kg and retail price of rice Iran 
CFAF l60 to ‘SAP w per k.g. MscmtiRle the 
“floor prices’ for &nz#tic cereals. eliminate 
fertilizcr mateidiem directly finwced by 
dcmm. Fmpsm ad iPplenmt an actim plan to 
mrhlm ths &ficit of the gmn&llt sector on 
the tads of adit. 

Apply the revised labr code re&latiav3 
effectively. 

Follar up on mmmnmiaticns recently adopted to 
iqrme l&Jr pmarttvity. 

Caplete mtimslizaticm of the systm of 
effective pmtectim. 

Contims the rdlctial in the scope of refereKle 
prices md lift all mmining price controls, 
except tbes for -tlal gmds. 

speedp- in&t thra& the nwly set up - 
stop uhbd. 

Iqdellt a plbuc ilwaaDPnt program for 
19W89, -tlx to mAP 144 billton, with 
alphasis al dimctly pm&Clve projects. 

St- cxpdilit~es of Ministry of Plamis 
md &opemtlcm to i&ntlfy IW pmjects. 

strengthen the capabluties of technical 
dnistries in dwge of pmfect supsmisim. 

1nitilYte full integration of fore&l-firaced 
invcstQant altlays in re&lar La&t processes. 

F1mliz.e 81d s@n cmtcact program with fan 
pJblic aterprisw, aId initiate negotiation.9 
with others. b+wnt -1 revisima of 
mntmct pmgrmm. 

Finn&e priwtimtim of ta enterprises and 

cmltinr to reh¶btutatc selected entetpr1se9. 
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m Lidt tk grwt.h of total aqedttun 
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cent. by m&d% tk nnber of civil servants 
fm 67,100 at &.hm 1986 to 66,X0 at ml- 
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M wll aa for tk redeploymat fd. 

kinforce fiscal dtaciplin. Integnrte several 
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-a. 

Ltdt tk gmrth of dmzstlc liguldlty to 
5.2 pmaslt with credit to the private sector. 
edudlng cmp credit. gmdg ty 3.3 percmt. 

klmlurse fully outhding 1966/87 crap 
credit. 

Follar a flexible Interent rate policy. 

Pondate a ccnprehsrsivc reform pragrcn for the 
brJd% systn b, .snHkmhr 1988. 

I@emmt rekblUtatlm pmgrm for tk RLKH 
and tk USB. end prepare simlkr program for 
otkr barda calfmtin9 diffialltica. 

Strictly umlt all external bmwing al 
-csslanl tema. bb.dw adsqwte provlslal 
for tk settlummt of debt service obllga- 
tiam. Tncur no aterm paynarts arTearl. 

Sanou: kmrm&m m carmdc anI Firvrial Poda for l966/69; md Policy Fra&n% Paper for 1966/89-19W91. 
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1. Structural obstacles 

The authorities indicated that, despite the recent progress in 
restructuring the primary sector under the new agricultural policy and 
the Cereals Plan, the sector continues to face a number of structural 
obstacles. Agriculture remains highly vulnerable to weather conditions, 
while the recurrent droughts and related problems have contributed to 
deforestation and soil erosion. The vulnerability of the sector is 
exacerbated by the Low degree of diversification, as farmers continue to 
depend mostly on groundnuts, while local coarse cereals are produced 
mainly for subsistence. Pricing policies have weakened the incentives 
for efficiency and diversification. In particular, the producer price 
for groundnuts and the retail price for rice were held at levels that 
increasingly exceeded world market prices in recent years. The Lack of 
adequate transformation facilities for coarse grains is preventing a 
wider use of Local cereals, particularly in the urban areas. Diversifi- 
cation has also been adversely affected by a weak infrastructure, in 
particular with regard to transportation and storage facilities. This 
has hampered the production of perishable products, such as fruits and 
vegetables. As to the livestock sector, the authorities explained that 
available pastures to support the traditional herd size have 
substantially shrunk, mainly as a result of drought, while the provision 
of veterinary services for smaller animal holdings, in particular 
poultry, remain inadequate. In the fishing sector, the authorities 
noted that there was a considerable increase in output in recent years 
that made the sector the major source of export receipts. The further 
expansion of the sector is, however, hindered by inadequate processing 
and storage facilities. 

The authorities explained that the industrial sector has been 
characterized by a low degree of integration; a heavy concentration on 
groundnut processing and textiles: a low level of capacity utilization; 
inadequate financial returns; and a Low Level of investment. The 
Government, in the context of the new industrial policy Launched in 
1986, reoriented its strategy by substantially reducing and ratio- 
nalizing the system of effective protection ; the ensuing Liberalization 
was designed to promote the competitiveness and efficiency of the 
domestic industry. The progress made has focused attention on the 
remaining rigidities. First, the industrial sector suffers from a 
relatively high Level of factor costs; especially energy and labor. 
Second, there are considerable rigidities in the Labor market. 
Notwithstanding the introduction of the new Labor code, the institu- 
tional structure is such that employers cannot easily adapt the size of 
their manpower to their output requirements. Third, the industrial 
sector is subject to numerous administrative constraints and regula- 
tions, including the remaining price controls. Fourth, the growth of 
the sector is hindered by inadequate financial intermediation resulting 
from the Liquidity crisis confronting the banking system. 

The authorities recognized that the performance of the public 
enterprise sector has been characterized by considerable financial 
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CHART1 

SENEGAL 

REAL GROWTH AND ADJUSTMENT, 1982/83-1990/91 
(In percent) 

1982/83 1983/84 1984/85 1985/86 1986/87 1987/88 

Sources Data provided by the Senagalese authorities and staff estimatea and projectlons. 
1 Excluding official grants. 
2As measured by the GDP deflator. 

1988/89 1989/90 1990/91 
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CHART2 

SENEGAL 

KEY ECONOMIC POLICY INDICATORS, 1982/83-1990/91 

FISCAL PERFORMANCE 
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losses, while cross debts between public enterprises and the Government 
were substantial. The weak financial performance of the sector is 
attributable mainly to undercapitalisation, organizational and 
managerial shortcomings, administrative controls, inappropriate pricing 
policies, and overemployment. It is estimated that at end-1987 the 
sector employed about 30,000 persons, with a total wage bill of 
CFAF 65 billion relative to total sales of CFAF 358 billion. Some 
progress in addressing the problems confronting the sector has been made 
in the context of the World Bank-supported public enterprise sector 
reform program, initiated in 1986, through the liquidation, privatiza- 
tion, or rehabilitation of certain enterprises; the definition of 
appropriate government oversight functions; and the rationalixation of 
the financial relations between the Government and public enterprises. 
The pace of the reform program, however, has been slow, as the 
divestiture process has not attracted private investors and the 
rehabilitation of a number of enterprises needs to be accelerated. 

The authorities are aware that Senegal’s economic and financial 
difficulties have been aggravated by weaknesses in public investment 
programming, implementation, and monitoring. Investment projects had 
had low rates of return, while the associated external debt had risen 
sharply. In recent years the authorities have made substantial progress 
in strengthening public investment programming, with technical 
assistance from the World Bank, particularly with the introduction of 
three-year rolling public investment programs (PIP). However, the 
experience with the first rolling PIP has underscored some weaknesses in 
project preparation and evaluation at the level of the technical 

. . . 
ministries, project identification , physical and financial monitoring, 
and the proper assessment of the recurrent costs and debt service 
implications. 

While the budgetary deficit has been reduced sharply, government 
finances continue to suffer from a number of structural problems. On 
the revenue side, the tax system remains relatively inelastic, 
reflecting a narrow tax base and low tax yields. The tax system is 
heavily dependent on import duties, and has yet to be extended to cover 
the growing informal sector. Furthermore, while tax administration has 
improved, a further strengthening is needed. The vulnerability of the 
revenue base is highlighted by the dependence on exceptional profits 
generated by the oil sector, estimated at 2.5 percent of GDP in 
1987/88. On the expenditure side, the share of the wage bill in total 
expenditure is still substantial, despite the reduction in the size of 
the civil service in recent years. This is mainly due to the large size 
of the civil service and the wage drift resulting from statutory merit 

increases and rising fringe benefits. Moreover, subsidies, in 
particular the large subsidy on groundnut operations, weigh heavily on 
the budget. Furthermore; the management of the Treasury correspondents 
and special accounts needs to be streamlined. In addition, the debt 
service burden, a legacy of past policies, weighs heavily on the 
budget. These structural problems are reflected in the high reliance of 
the budget on external financing. 
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Financial intermediation is constrained by the serious Liquidity 
problems confronting the banking system owing to the sizable nonperform- 
ing Loans of banks. At end-1987, these were estimated at about 
CFAF 200 billion, compared with ordinary credit outstanding of 
CFAF 381.4 billion. The Level of nonperforming Loans reflects a number 
of factors, including deficiencies in bank management, the nonobservance 
of normal banking procedures, and improper handling of credit extension, 
especially with respect to collateral. These factors have been 
compounded by serious weaknesses in internal controls, including the 
Lack of effective internal audit systems. Furthermore, as a majority 
shareholder, the Government involved itself in banks’ management 
decisions. A considerable proportion of the nonperforming Loans was 
extended to cover the Losses of public enterprises. The banking crisis 
underscores the need to strengthen external controls, particularly 
central bank supervision. 

2. The medium-term strategy 

The Government’s adjustment strategy for 1988/89-1990/91, outlined 
in the updated policy framework paper (EBD/88/304), envisages an 
intensification of the adjustment effort. It places major emphasis on 
specific structural policies designed to alleviate the identified 
obstacles to economic growth. The timetable of the actions to be 
undertaken over the three-year period is given in the policy matrix 
attached to the policy framework paper; therefore, the discussion in 
this section covers only the broad thrust of policies. 

Agricultural policy will aim at expanding and diversifying domestic 
production, mainly through a phased elimination of price distortions and 
associated subsidies as well as a further reduction in the Government’s 
intervention. Industrial policy reform will be stepped up; it will 
include the final stage of rationalization of the system of effective 
protection, the abolition of virtually all price controls, and the 
adoption of actions aimed at reducing rigidities in the labor market. 
Energy policy will be streamlined, in particular through a medium-term 
plan of action to balance the need to mobilize budgetary revenue, 
promote efficiency and conservation, and enhance the competitiveness of 
the industrial sector. The second three-year rolling public investment 
program, prepared in close collaboration with the World Bank, will focus 
on projects supporting the directly productive sectors, while further 
reforms of public investment programming and budgeting will be 
pursued. The reform of the public enterprise sector will be intensified 
and accelerated. Selected enterprises will be liquidated, privatized, 
or rehabilitated. Financial intermediation will be enhanced through the 
rehabilitation of the banking system. 

Financial policies will aim not only at aligning aggregate demand 
with available resources, but also at effecting structural changes that 
will ensure the durability of the adjustment achieved and at enhancing 
incentives. To improve the efficiency of public resource management, 
specific actions will be taken aimed at increasing the elasticity of 
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revenue by widening the taxable base and gradually reducing the reliance 
on exceptional profits from the oil sector. Public expenditure policy 
will be readjusted, by gradually reducing the share of the wage bill in 
total expenditure while reallocating resources in line with development 
priorities. Public expenditure monitoring and control will be further 
strengthened through the consolidation of foreign-financed investment 
outlays with the regular budgetary and expenditure control processes. 
These fiscal measures are expected to lead to a gradual improvement in 
the fiscal position over the medium term. As a result, it is estimated 
that the reliance of the budget on gross foreign financing, excluding 
project-related financing, will decline from the equivalent of 
7.5 percent of GDP in 1987188 to 2.4 percent in 1991/92. The improved 
fiscal position will enable the authorities to follow a more flexible 
credit policy aimed at providing adequate resources to sustain the 
growth of private sector activity, while restraining the growth in 
aggregate demand. A cautious external debt policy will be pursued, with 
a view to reducing Senegal’s debt service burden over the medium term. 
The authorities also intend to implement social policies to maximize the 
benefits of adjustment to the poorer segments of the population. 

The envisaged policies are designed to contribute to the 
achievement of a sustained growth in per capita income over the medium 
term. Gross domestic investment, the efficiency of which is expected to 
be enhanced by the reduction in distortions and the improvements in 
public investment programming, is estimated to average 14.7 percent of 
GDP over the three-year period, while gross domestic savings are 
projected to rise from 10.2 percent of GDP in 1987/88 to 13.2 percent of 
GDP in 1990/91. The increase in economic activity is expected to come 
mainly from the continued expansion and diversification of agricultural 
production, the growth of a more efficient and competitive industrial 
sector, and the resulting favorable impact on the service sector. 
Hence, the objectives of the medium-term program are: (a) to achieve an 
average annual increase of 3.8 percent in real GDP, following the 
economy’s strong recovery from the drought during the last four years; 
(b) to reduce the inflation rate, as measured by the GDP deflator, to 
2.3 percent by 1990/91; and (c) to narrow further the external current 
account deficit, excluding official grants, to 6.5 percent of GDP by 
1990/91. The balance of payments is projected to record surpluses, 
before debt relief, averaging CFAF 8.9 billion per annum during the 
program period. Taking into account a progressive reduction in the flow 
of budgetary assistance, the projected net drawings from the Fund, and a 
programmed improvement in Senegal’s position in the operations account, 
Senegal will be able to service its external debt obligations without 
recourse to debt relief by 1989190. Senegal’s debit position in the 
operations account amounted to CFAF 58.3 billion at end-June 1988; this 
is expected to be fully repaid by 1990/91. Senegal has discharged its 
obligations to the Fund in a timely manner, and, in view of the 
projected improvement in the external sector position, is expected to 
continue to do so. 
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In comparison to the baseline medium-term scenario for Senegal’s 
balance of payments presented in EBS/88/52, the present scenario takes 
into account recent developments in the Senegalese economy, the 
reinforcement of the adjustment policies over the next three years, and 
the latest international price projections provided in the World 
Economic Outlook. The key assumptions underlying the baselinescenario 
for 1988/89-1990191 include the rigorous implementation of the 
adjustment policies envisaged; the continuation of normal weather 
conditions; an increase in the world market price of groundnut oil of 
about 19 percent in 1988189 resulting from drought conditions in other 
producing countries, followed by an average annual increase of about 
2 percent; an increase in the volume of groundnut oil exports of about 
24 percent in 1988189 due to the favorable crop and the carry-over of 
stocks from 1987188, followed by an annual increase of about 3 percent; 
an expansion in the volume of fish exports of some 8 percent per year; 
an average annual increase of about 4 percent in the volume of 
intermediate and capital goods imports and about 3 percent in food and 
other consumer goods imports ; and a turnaround in private capital flows, 
as the economic environment in Senegal improves. 

A detailed explanation of the assumptions underlying the baseline 
scenario is given in Appendix VI , as well as sensitivity analyses based 
on changes in the underlying assumptions. Scenario I (Table 5) assumes 
the recurrence of adverse weather conditions in 1988189 and 1989190, 
leading to an increase in the volume of cereal imports of 146 percent 
over the 1988/89-1989/90 period, and, with a one-year lag, to a 
reduction in the exports of groundnut oil of 63 percent in volume over 
the 1989/90-1990/91 period. Under these conditions, Senegal would 
confront serious financing gaps and would not achieve a viable external 
payments position in the foreseeable future. By contrast, Scenario II 
assumes a significant improvement in Senegal’s terms of trade in 
comparison to the baseline scenario. In this case, the financing gap 
would be lower in 1988189 and eliminated by 1989/90. 

3. The program for 1988189 

Consistent with the medium-term framework described above, the 
objectives of the 1988/89 program are to achieve a growth of real GDP of 
about 4.2 percent, compared with a population growth rate of some 
2.9 percent; to stabilize the rate of inflation, as measured by the GDP 
deflator, at 2.4 percent; and to narrow the external current account 
deficit, excluding official grants, to 9.1 percent of GDP. The overall 
balance of payments surplus, before debt relief, is projected to amount 
to CFAF 4.5 billion. 

To achieve these macroeconomic objectives, wide-ranging supply and 
demand management policies are being implemented. The priority reform 
measures are given in Table 6. Within this context, the two inter- 
dependent issues of the distortions in prices for a few key commodities 
and of their financial impact are being addressed. As noted above, 
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Table 5. *gal: Medimt+nn Outlook for the Balmce of Paymnts, 
Alternative Scenarios, 19871~199l/92 

(In percent, unless 0theLwlse indicated) 

1987188 1988189 1989/W MO/91 1991192 
Estimste Program Projections 

Current account/m IJ 
overti balance 

(CFAF billion) / 

Financing &aP 
(CFAF Mllion) 3/ 

Debt service rati; 5/ 
F2qtortvolumeglwt~ 
Import vok gruwth 
Term of trade (chmge) 

h-rent account/GDP 1/ 
Overall balancfz 

(ml? billion) 2J 

FFnancing &aP 
(CFAF Mrnon) 31 

Debt service ratio 5/ 
Export vok gru& 
Import vok growth 
Term of trade (change) 

krrent acax.mt/GDP A/ 
overall balance 

(CFAF Mllion) 11 

N-ins &aP 
(CFAF Mllion) 3/ 

kbt service ratG5J 
Export volupe growth 
Iaport voh growth 
Term of trade (change) 

4.9 

-36.7 

- 

30.0 
16.3 
-5.8 
-7.3 

-9.9 

-36.7 

- 

30.0 
16.3 
-5.8 
-7.3 

-9.9 

-36.7 

- 

30.0 
16.3 
-5.8 
-7.3 

Baseline scenario 

-9.1 -7.8 -6.5 

4.5 14.4 7.9 

14.9 4J - - 
30.4 29.1 26.8 
9.5 6.8 6.1 
2.2 3.8 2.8 
3.2 1.4 1.7 

scenario I 
(her export vom 

snd higher import volumes) 

-9.9 -lo.0 4.4 

-7.9 -22.0 -24.5 

27.3 36.4 32.4 
30.4 30.6 28.2 
9.5 -7.9 6.3 
6.6 3.8 0.5 
3.2 1.4 1.7 

!kensrio II 
(li&xwed terms of trade) 

a.7 -6.9 -5.2 

10.1 28.9 31.4 

9.3 - - 
30.3 28.7 26.2 
9.5 7.1 7.1 
2.2 4.1 3.3 
5.7 4.2 3.6 

-5.4 

18.8 

- 

25.2 
6.5 
3.1 
0.3 

6.6 

-2.5 

21.3 
25.9 
15.1 
3.1 
0.3 

-3.7 

50.9 

- 

24.4 
7.2 
3.8 
2.3 

Sources: IMa provided by the Semwlese authorities; and staff estimates and 
pmjection!3. 

1/ Izxcludlng official grants. 
/ Before requested debt re&&uUng. 
/ After accounting for dis lxnwmnts under the proposed ESAF arrangemnt. 
4/ Expected to be cmmed through requested debt relief. 
I/ In percent of exports of goods and services, and private transfers. 
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Table 6. Senegal: Priority Reform Mmsures Under the 1988/89 Program L/ 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

Il. 

12. 

13. 

14. 

Rfxke producer price of groundnuts 
from CFAF 90 to CFAF 70 per m.ogram. 

Eliminate “floor prices” for 
cbrnestic cereals. 

Launch an action plan to -rove the operations 
of the g-t sector. 

Formlate an action plan to adjust domstic 
energy prices and 5&eBznt offsetting 
revenue Ilwssures. 

Implemnt the nm labor code regulations effectively. 

Gmplete the ratiomlization of the systen of effective 
protection thra& the last ad*tmnt of tariff rates. 

Remve all price controls, except those 
for essential and strategic goods. 

Finalize and sign contract programs with 
four public enterprises. 

Streamline and implenmt revised privatization pmcedures. 

T&pat tax reform for externally financed projects. 

Reduce the number of civil servants fran 67,100 
at end-June I.988 to 66,500 at md-Jme I.989 and 
grant m eral saJary increases. 

Reinforce fiscal discipline of special -ta 
and correspondents accounts of the Treamry; 
integrate several accounts in the k&get; and 
el.Mnate imperative accounts. 

IaM compdive reform of the banking system. January I.989 

Implemnt rehabilitation IDSSUES for BIAO% and USB. July l!XWJune I.989 

Effective with the l988/89 
crop season starting in 
October I.988 

Effective with the l988/89 
crop season starting in 
October 1988 

January 1989 

Ibrch 1989 

July 1988 

July 1988 

December 1988 

July l.988-June I.989 

July l988-Jime I989 

July 1988 

July 1988-k 1989 

July 1989 

lJ This table hi&lights the priority reform meawlres to be intplewnted under the l988/89 
program. A mre detailed list of masures is given in Table 4. 
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Senegal has for the past several years regulated three key prices. 
First, the producer price of groundnuts was set to promote the groundnut 
sector. However, as international prices fell, subsidies increased. 
Second, the retail price of rice has been held above the international 
price level, generating sizable budgetary revenue and providing 
considerable protection to domestic cereal producers. Third, the 
maintenance of high domestic prices of petroleum products, despite 
declines in world prices, has resulted in significant exceptional 
budgetary revenue but eroded the competitiveness of the industrial 
sector. The Government, in the context of the 1988189 program, has 
already taken decisive action by readjusting the producer price for 
groundnuts and the retail price for rice, thus virtually eliminating 
price distortions in the case of these two agricultural commodities at 
current international prices. By end-March 1989, the Government plans 
to develop a specific plan of action to readjust energy prices and 
define compensating revenue measures. 

a. Agricultural policy 

A major measure under the program is the adjustment of the producer 
price for groundnuts from CFAF 90 per kilogram to CFAF 70 per kilogram 
for the 1988189 crop season. Taking into account the projected world 
price for groundnut oil, the subsidy to the sector is projected to be 
reduced from 1.5 percent of GDP for the 1987188 crop to 0.3 percent of 
GDP for the 1988189 crop. Furthermore, based on a recent study of the 
groundnut sector, a plan of action will be elaborated by end-1988, in 
consultation with the Fund and the World Bank staffs, with a view to 
further reducing costs and gradually re-establishing financial balance 
in the sector, assuming the continuation of current world market 
prices. In addition, steps to diversify SONACOS’ production toward 
confectionery groundnuts and to reorient, in due course, its export 
strategy will be taken. 

The Government is also implementing several actions with a view to 
promoting diversification and efficient domestic cereal production, as 
elaborated in its Cereals Plan adopted in July 1986. On May 4, 1988, 
the retail price of rice was reduced from CFAF 160 per kilogram to 
CFAF 130 per kilogram, which practically aligns it with the landed cost 
based on the current world market price. To encourage private sector 
activity in agriculture, the Government’s intervention through the Food 
Security Commission (CSA) is being reduced to the management of a food 
security stock. Its operations have been reviewed and redefined, in 
consultation with the major donors, to ensure that they do not hamper 
private sector activity in the cereals market. Furthermore, beginning 
with the 1988189 crop season, producer prices for domestic coarse 
cereals have been completely liberalized, while the subsidy on inputs 
directly financed by donors will be eliminated by the end of the year. 
The authorities are accelerating the introduction of pilot projects for 
artisanal and semi-industrial processing of local coarse cereals for 
domestic consumption, while further strengthening the marketing system 
through a nationwide price information system for producers and traders. 
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To reduce somewhat the vulnerability of the agricultural sector to 
droughts, public investment is being directed toward the extension of 
irrigated areas, particularly in the Fleuve region, including 
rehabilitation and maintenance of existing infrastructure. In this 
context, Land use regulation is being revised, with a view to attracting 
to the irrigated areas foreign or domestic agro-business activity based 
on high-yield crops. Public investment projects are also being 
reoriented to provide the infrastructure which should allow 
specialization and market-oriented production. The authorities are 
satisfied with the growing strength of Local cooperatives and 
professional organizations, which are increasingly assuming most of the 
responsibilities of former public rural development agencies. To allow 
a better access to financial intermediation by farmers and cooperatives, 
the authorities will prepare, by end-December 1988, a plan of action for 
a reform of the agricultural credit system. 

In view of the potential for fruit and vegetable exports, 
investment projects are being designed to strengthen marketing and 
storage capacity, while farmers and cooperatives are being made aware of 
the possibilities in this area. With regard to the Livestock sector, 
the authorities are preparing a plan of action, in collaboration with 
the World Bank and other donors, which will include a strengthening in 
veterinary services for poultry and other small animals; information 
campaigns and Land management programs to limit the growth of the cattle 
herd in line with available pastures; and the dissemination of 
information on technologies designed to improve productivity. 
Furthermore, a new pastoral code to regulate conflicting farming and 
Livestock interests is to be adopted shortly. The authorities are also 
undertaking a thorough assessment of fishing prospects in Senegal to 
provide a basis for specific actions in subsequent years. 

b. Industrial policy 

The authorities reiterated their determination to pursue the 
comprehensive industrial policy reform launched in July 1986. The 
objectives of the reform are to improve the competitiveness of the 
industrial sector, promote exports, and increase the flexibility of 
enterprises to adapt to market conditions. In addition to the various 
actions taken during 1987/88, several measures are being implemented in 
1988/89 to consolidate and strengthen industrial sector performance. 
The final phase of the rationalization of the system of effective 
protection, involving a further restructuring of tariff Levels, entered 
into effect in July 1988. The scope of reference prices for customs 
valuation is being reduced. The existing special agreements that grant 
tax and other special advantages to certain enterprises beyond those 
envisaged under the investment code will be gradually renegotiated, with 
a view to eliminating the exceptions to the common regime. In this 
respect, following the review of the special agreement with the 
Senegalese Sugar Company (CSS), the company began implementing a 
modernization program which has already resulted in efficiency gains 
which were passed on to consumers through a reduction of 10 percent in 
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the retail price of sugar on May 1, 1988. A technical and financial 
audit of the CSS is currently being conducted and its results will be 
used to take further corrective actions. 

With regard to the rigidities in the labor market and factor costs, 
the authorities will ensure an effective implementation of the new legal 
provisions and follow up on the recommendations recently adopted by the 
National Assembly with a view to improving labor productivity. These 
recommendations comprise measures to improve the link between remunera- 
tion and productivity, revise the system of employer contributions to 
social security, and define the rules governing the participation of 
workers in the capital and profits of enterprises. Furthermore, the 
provisions of the labor code will be appropriately implemented so as to 
enable enterprises to optimize the size of their labor force. With 
regard to energy costs, the Government, as indicated below, is preparing 
a detailed study that will provide the basis for rationalizing the cost 
of energy. Following the revision of the investment code, the 
procedures to approve new investment applications have been simplified 
with the introduction of a one-stop window (guichet unique), which 
reduces the previous lengthy administrative procedures. Additional 
measures are being considered to encourage the creation of new 
enterprises by further simplifying the regulatory environment. 

In order to eliminate price distortions and improve resource 
allocation in the economy, the number of goods and services subject to 
price controls will be reduced from 55 to 17 by end-1988. These are 
considered strategic or highly sensitive by the authorities. They are 
the minimum producer prices for groundnuts, cotton, and paddy, and the 
retail prices of sugar, rice, tomato concentrate, cooking oil, wheat 
flour, bread, charcoal, petroleum products, cement, public physicians’ 
fees, and imported pharmaceutical products, as well as the tariffs for 
electricity, water, and transportation. 

C. Energy policy 

The Government’s energy policy has three basic objectives, namely 
to develop local sources of supply, particularly hydroelectric power; to 
restrain energy consumption through appropriate pricing and conservation 
polices; and to promote the efficient use of energy, particularly in the 
industrial sector. Consistent with this policy, as well as the need to 
mobilize budgetary revenue, the structure of domestic prices of 
petroleum products was kept virtually unchanged following the sharp 
decline in world oil prices in 1986. The only exceptions have been 
reductions in the prices of diesel and fuel oils used by the electricity 
company to support its rehabilitation efforts; in the retail price of 
butane, mainly to discourage the use of wood and charcoal for cooking 
purpose; and in jet fuel. In addition, to ensure the competitiveness of 
certain export-oriented enterprises , particularly the chemical company 

(ICS) and the phosphate mines (CSPT and SSPT), the Government decided to 
provide these enterprises, as of July 1987, with cash transfers 
amounting to some CFAF 5.0 billion on an annual basis, equivalent to a 
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reduction in the prices of energy products to externally competitive 
Levels. The energy policy has succeeded in promoting energy 
conservation; the volume of petroleum imports has declined by nearly 
6 percent between 1984185 and 1987/88. However, as indicated above, the 
competitiveness of the industrial sector has suffered. In the 
circumstances, the Government intends to reassess its energy policy, 
particularly with regard to its impact on the industrial sector. A plan 
of action will be prepared by end-March 1989, in collaboration with the 
staffs of the Fund and the World Bank, to rationalize energy costs and 
mobilize revenue for the budget from other sources. Pending the 
elaboration and adoption of this plan of action, the Government will 
maintain the domestic prices of petroleum products at their current 
levels during 1988/89 and will mobilize the surplus generated by the 
local refinery (SARI, estimated at about CFAF 36 billion for 1988/89, to 
support the budget. 

d. Public investment 

The authorities are implementing the second three-year rolling 
public investment program for 1988/89-1990191, which is considered by 
the World Bank staff to constitute an improvement over the previous one 
in terms of its consistency with the macroeconomic framework, sectoral 
coverage, financing profile, and project selection and documentation. 
The total investment target has been set at CFAF 477 billion for the 
three-year period. Within this context, the public investment target 
for 1988/89 has been set at CFAF 144 billion (9 percent of GDP), 
practically the same level as in 1987/88. The three-year program places 
a strong emphasis on projects supporting directly productive activities, 
as well as on rehabilitation and maintenance operations. Consistent 
with Senegal’s priorities, the new program allocates about 37 percent of 
targeted investment to the primary sector, 17 percent to the secondary 
sector, and 23 percent for each of the service and social sectors. 

Several reforms will be initiated in 1988/89 to further improve 
development planning and public investment efficiency. They include a 
study on Senegal’s long-term development prospects to be completed by 
end-December 1989; this will be used to formulate a long-term develop- 
ment strategy and elaborate a new six-year development plan, in the 
context of which future three-year rolling public investment programs 
will be designed. The capacity of the Ministry of Planning and 
Cooperation to evaluate the profitability of projects, analyze their 
implications for recurrent costs and debt servicing, monitor their 
execution, and compile timely and accurate information on their 
implementation will also be strengthened. Furthermore, the Ministry of 
Planning will concentrate on the evaluation of project proposals, while 
the relevant technical ministries will be given full responsibility for 
project identification and preparation, based on standardized 
procedures. Preparatory steps will be taken with a view to fully 
integrating the annual investment program into the regular budgetary and 
expenditure control processes and to centralizing drawings on all 
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external public sector loans and grants at the level of the Ministry of 
Finance by 1989/90. 

e. Public enterprise reform 

The Government is accelerating the pace of public enterprise sector 
reform. The divestiture program is being reformulated, in collaboration 
with the World Bank. The authorities will launch a major information 
campaign in the media and exert efforts to attract interested buyers. 
In addition to the 10 public enterprises identified for sale in 1987/88, 
a second set of 11 public enterprises has already been identified for 
divestiture. Those enterprises that cannot be sold to the private 
sector will be liquidated on the basis of a timetable to be elaborated 
in consultation with the World Bank. With respect to the rehabilitation 
process, the system of contract programs will be improved by taking into 
account the objectives of increased autonomy and accountability of 
public enterprises, while ensuring that financial resources to support 
the rehabilitation programs remain consistent with the allocation in the 
budget for that purpose. It is expected that four new contract 
programs, namely with the Low-income housing office (SNHLM), the 
transportation company in Dakar (SOTBAC), the textile fiber company 
(SODEFITEX), and the postal office (OPCE) will be signed before end-June 
1989. Budgetary subsidies to the public enterprise sector will be 
reduced by a further 5 percent in 1988/89. In addition, the gradual 
elimination of cross-debts between the Government and public enterprises 
is being initiated. Although the Government is overall a net creditor, 
given the structure and financial position of several enterprises, a 
repayment by the Government of CFAF 1.0 billion is programmed for 
1988189. To better control financial relations between the Government 
and public enterprises, a monitoring unit will be set up, with World 
Bank assistance, to compile a comprehensive data base on the public 
enterprise sector. 

f. Fiscal policy 

The Government is taking revenue-generating and expenditure- 
containing measures aimed at achieving a turnaround in the overall 
fiscal position, on a commitment basis and including grants, from a 
deficit of CFAF 14.4 billion (1.0 percent of GDP) in 1987/88 to a 
surplus of CFAF 3.2 billion (0.2 percent of GDP) in 1988/89. Taking 
into account the settlement of the remaining CFAF 8.5 billion of 
verified domestic payments arrears and an estimated CFAF 23.0 billion in 
crop credit, the overall fiscal deficit, on a cash basis, is projected 
at CFAF 28.3 billion (1.9 percent of GDP) in 1988189, about half the 
cash deficit recorded in 1987188. In view of the programmed repayment 
of ONCAD debt by the Treasury, and notwithstanding some net borrowing 
from the banking system, net domestic financing is projected to be 
negative. The cash deficit and the net domestic financing requirements 
are expected to be covered by the counterpart of external budgetary 
assistance. Taking into account the indications given by creditors, the 
external public debt amortization due in 1988/89, as well as the debt 
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relief through October 31, 1988 already obtained under the last Paris 
Club rescheduling, a budgetary financing gap of CFAF 11.4 billion would 
remain. To cover this gap, as well as that on government-guaranteed 
debt of CFAF 3.5 billion, the Government is requesting additional 
rescheduling for part of its debt service obligations from the Paris 
Club and other official creditors. 

The authorities are implementing strong measures aimed at achieving 
an increase in revenue of 9.5 percent in 1988189. The breakdown of the 
contribution to revenue of the various measures to be taken in 1988189 
is given in Table 7. The key measures include the computerization of 
the Customs Department; the implementation of the new tax retention and 
reimbursement scheme applicable to foreign-financed projects; the 
recovery of tax arrears, based on a recently completed inventory; and 
the sale of government-owned Land. The authorities are also undertaking 
a comprehensive survey of taxpayers designed to update taxpayer files 
and to identify unregistered taxpayers, mainly in the informal sector; 
requiring taxpayers to use official forms to document taxable transac- 
tions; computerizing the Tax Department, with a view to monitoring 
effectively tax assessments and collections; revising the penalties for 
late payments; accelerating the work on the fiscal cadastre in the Dakar 
region in order to improve receipts from real estate tax, tax on rentaL 
income, capital gains tax, and registration duties on real estate 
transfers; and extending the value-added tax to the retail stage. As 
indicated above, the authorities plan to conduct a comprehensive review 
of the tax system and administration, with technical assistance from the 
Fund and the World Bank, to establish a more durable revenue base and 
reduce the dependence on oil profits. 

In tandem with the revenue measures, the growth of total 
expenditure and net lending is programmed to be limited to 6.3 percent 
in 1988/89. Current expenditure, excluding interest due on government 
debt, is programmed to be stabilized at about its 1987188 level, 
implying a cut in real terms. For the fourth consecutive year, no 
general salary increase will be granted. Furthermore, the total number 
of civil servants will be further reduced from 67,100 at end-June 1988 
to 66,500 at end-June 1989. Other measures include the freezing of 
transportation, housing, and hospitalization allowances at their 1987188 
level. As a result, the growth of the wage bill will be held to 
2.2 percent. Allocations for maintenance, materials, and supplies will 
be increased, A/ to allow for the efficient functioning of essential 
services. However, other expenditure, particularly for electricity, 
water, gas, and telecommunications, as well as total transfers and 
subsidies, will be reduced. Consistent with the public investment 
program, the level of capital outlays has been set at CFAF 44.0 billion, 
with the increase of CFAF 5.0 billion from the previous year’s level 
representing payments of taxes on foreign-financed public projects under 

L/ Excluding from the 1987188 base the nonrecurrent expenditures 
associated with the elections. 
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Table 7. Senegal: Impact of Revenue Measures Under the 
Adjustment Program for 1988189 

Revenue impact 
In billions. In percent 
of CFA francs of total 

increase 

Effects of measures 13.0 55.6 

1. Introduction of the new tax regime 
applicable to foreign-financed projects 

2. Collection of tax arrears 

3. Computerization of Customs Department 

4. Sale of government-owned land 

Recovery in value-added and service tax receipts L/ 

Impact of tax elasticity 31.6 

Total 23.4 100.0 

5.0 

4.0 

2.0 

2.0 

21.5 

17.1 

8.5 

8.5 

12.8 

Sources : Data provided by the Senegalese authorities; and staff estimates. 

l/ Following the decline resulting from the curfews in effect during 1987188. 
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the new tax scheme. The deficit on the treasury special accounts is 
projected to amount to CFAF 7.0 billion, while the overall position of 
the Treasury correspondents is projected to move from a surplus of 
CFAF 11.6 billion in 1987188 to a deficit of CFAF 3.0 billion in 
1988189, as contributions of the Price Equalization and Stabilization 
Fund (CPSP) to the budget will decline to CFAF 3.0 billion following the 
reduction in the retail price of rice. Concerning the reference import 
price of wheat, the Government will renegotiate by end-November 1988 the 
agreements it has signed with the flour millers, with a view to 
maximizing the profit from this product by putting in place an 
international public bidding system for wheat purchases. Finally, to 
strengthen the position of the special and correspondent accounts of the 
Treasury, the Government, based on the recommendations of a Fund 
technical assistance mission, is reinforcing fiscal discipline in the 
management of those accounts, integrating several accounts into the 
budget, and eliminating inoperative accounts. 

g- Financial intermediation 

The authorities will continue to pursue a credit policy aimed at 
meeting the growth requirements of the economy, while containing the 
rise in aggregate demand. They recognize that, in view of the capital 
flows that took place in 1987188, a particularly tight credit stance is 
essential in 1988/89. Total domestic credit is programmed to decline in 
1988189 by 3.0 percent of beginning-of-period money stock, compared with 
a growth of 9.2 percent in 1987188. The increase in private sector 
credit, excluding crop credit, will be held to 3.3 percent of beginning- 
of-period money stock. Even though this credit growth is particularly 
low, the liquidity position of the private sector will benefit from the 
programmed settlement of the remaining domestic payments arrears of the 
Government and public agencies. In view of the repayment of the high 
level of crop credit outstanding at end-June 1988, as well as the 
reduction in the producer price of groundnuts, crop financing require- 
ments are projected to decline by 7.5 percent of beginning-of-period 
money stock. Consistent with the fiscal target, the expansion in net 
bank credit to the Government will be Limited to the counterpart of net 
drawings from the Fund; it will thus be held to 1.2 percent of 
beginning-of-period money stock. Taking into account the credit stance 
and the external sector target, domestic liquidity is programmed to grow 
by 5.2 percent. 

Interest rate policy in Senegal is determined in the broader 
context of the West African Monetary Union (WAMU) l! by the Central Bank 
of the West African States (BCEAO). The monetary authorities indicated 
that they attach particular importance to pursuing a flexible interest 
rate policy, which takes into account economic and financial conditions 
in the WAMU, as well as interest rate developments in France and other 

l/ Benin, Burkina Faso, Cote d'Ivoire, Mali, Niger, Senegal, and 
Togo. 
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international markets. As shown in Chart 3, the overnight money market 
rate on advances, a representative rate, has moved in Line with the 
comparable interest rate in France; except for two short periods, it has 
remained higher than that in France since the beginning of 1985. It has 
also been positive in real terms since April 1986. In September 1988, 
following interest rate developments in France, the overnight money 
market rate in the WAMU was increased by 0.25 percentage point. The 
authorities noted that the high real interest rate and the positive 
differential with France would reduce the incentives for capital 
outflows. The issue of interest rate policy will be considered again at 
the time of the midterm review. 

Following several meetings and discussions with bilateral and 
multilateral creditors and donors, preparatory work is under way to 
develop and put in place a comprehensive reform program for the banking 
system by end-December 1988. The authorities indicated that the reform 
program will involve general measures to restructure the banking 
system. These would include mobilizing external financial resources for 
the repayment of government-guaranteed debt vis-8-vis banks; consoli- 
dating certain debit balances of banks with the central bank; reducing 
the share of government participation in banks and attracting private 
shareholders; increasing banks’ own resources; recovering overdue loan 
repayments from the private sector; restructuring, liquidating, or 
merging certain banks; and strengthening the supervision and control of 
bank operations by the Ministry of Economy and Finance and the central 
bank. In the meantime, specific rehabilitation and restructuring 
programs are under way. The Banque Internationale de 1’Afrique de 
L’Ouest-S&n&gal (BIAO-S) started implementing a restructuring plan on 
July 1, 1988, which includes the reduction of its staff by half, the 
closure of all branches, and the discontinuation of smaller accounts. 
The Union S&n&galaise de Banque (USB) benefited in November 1987 from a 
moratorium from the central bank consolidating its debit balance in an 
amount of CFAF 21.9 billion and the refinancing of certain nonperforming 
loans. Negotiations are being actively pursued with USB’s foreign 
commercial bank partner, with a view to reducing the Government’s share 
and extending a management contract to this partner. The USB has 
curtailed its staff and is implementing other cost-reducing measures. 
The national ad hoc committee for the restructuring of the banking 
system also adopted a rehabilitation plan for the Banque Nationale de 
D&veLoppement du S&nbgal (BNDS) in June 1988, and transmitted it for 
approval to the BCEAO. Similar restructuring plans for other commercial 
and development banks in difficulty are being reviewed by the 
authorities. 

h. External sector 

The policies being pursued, as well as favorable external factors, 
are expected to contribute to an improvement in the external sector 
position. The combination of a good groundnut harvest and delayed sales 
of groundnut oil exports in 1987188 is expected to lead to an increase 
of some 24 percent in the volume of groundnut oil exports. This, 
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together with the recent increase in the international price of edible 
oils, is expected to result in an increase of 43.7 percent in export 
receipts from the groundnut sector. Other export receipts are projected 
to grow by 6.3 percent in value, reflecting mainly the expansion of 
exports of chemical products, fish, and phosphates, as well as a 
projected recovery in petroleum exports. Hence, total export earnings 
are projected to rise by 11.8 percent. By contrast, import payments are 
programmed to rise by only 6.7 percent, largely due to the tight 
financial policies and a 2.0 percent reduction in the volume of 
petroleum imports. The projected increase reflects a higher level of 
cereal imports, resulting from a combination of a higher world market 
price and import volume for rice, as well as a rise in intermediate 
goods imports. The service account is Likely to deteriorate slightly, 
owing to the rise in scheduled interest payments on the external public 
debt. Thus, the external current account deficit, excluding official 
grants, is expected to decline from CFAF 67.7 billion (9.9 percent of 
GDP) in 1987/88 to CFAF 61.6 billion (9.1 percent of GDP) in 1988/89. 

The surplus in the capital account is projected to increase sharply 
in 1988/89. While net public capital inflows are programmed to decline, 
reflecting lower Loan disbursements and higher external debt amortiza- 
tion, the authorities do not expect the exceptional private capital 
outflows, which took place in 1987188, to continue. The receipt of 
banknotes from the new center in Abidjan has been regularized; the 
speculative tendencies have diminished; and the disturbances associated 
with the elections are over. Furthermore, a tight rein on credit is 
being kept. In the circumstances, private capital flows are expected to 
be reversed in 1988/89, thereby largely offsetting the decline in net 
public capital disbursements. Taking into account all these factors, as 
well as the debt relief already secured through October 31, 1988, the 
overall balance of payments is programmed to record a surplus of 
CFAF 13.8 billion for 1988/89. Given the projected net use of Fund 
resources of CFAF 7.4 billion and a programmed improvement in Senegal’s 
position in the operations account of CFAF 36.1 billion, a financing gap 
of CFAF 14.9 billion remains. This gap could be covered by additional 
debt relief from the Paris Club and other official creditors on the 
assumption that coverage is comparable to that obtained in previous 
years. 

To avoid aggravating the external debt situation, which shows a 
debt service ratio before debt relief remaining at 30.4 percent in 
1988/89, the authorities will continue to limit nonconcessional 
borrowing so as to reduce the debt service burden over the medium 
term. During 1988189, the Government will not contract or guarantee any 
external Loans on nonconcessional terms, with an initial maturity from 1 
up to 12 years, beyond a limit equivalent to SDR 24 million; within this 
limit, there will be no loans with a maturity from 1 up to 5 years. 
During the program period, there will be no short-term external 
borrowing of less than one year contracted or guaranteed by the 
Government, except for normal import-related credits. The authorities 
will continue to take steps to strengthen the management of the debt and 
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investment department. Furthermore, there will be no accumulation of 
external payments arrears. 

Senegal continues to maintain an exchange system that is free from 
restrictions on payments and transfers for current international 
transactions. As a member of the WAMU, Senegal shares, with the other 
members of the Union, a common currency, the CFA franc, which is issued 
by the BCEAO. Because the CFA franc is pegged to the French franc at 
the fixed rate of CFAF 50 = F 1, variations in the nominal effective 
exchange rate reflect movements in the French franc against the 
currencies of Senegal’s trading partners outside the franc area. The 
movements in the nominal and real effective exchange rate indices over 
the last ten years are shown in Chart 4. In the fiscal years ending 
June 1987 and 1988, Senegal’s currency appreciated by 4.6 and 
2.2 percent in nominal terms, respectively. In real terms, however, the 
currency depreciated by 2.0 and 1.9 percent, respectively. The 
authorities indicated that there had, therefore, been an improvement in 
competitiveness based on this indicator. They emphasized that the 
design of their adjustment programs has taken into account Senegal’s 
exchange arrangement. Thus, in their view, these programs had enabled 
Senegal to make satisfactory progress toward its adjustment 
objectives. However, they recognized the importance of further 
enhancing Senegal’s competitiveness by keeping the inflation rate below 
those of its trading partners and competitors. To this end, they would 
be pursuing prudent fiscal and credit policies, as well as a restrained 
wage policy. Overall, they noted that the benefits of full convertibi- 
lity and stability of the CFA franc afforded by membership in the WAMU 
outweighed the potential advantages of a more flexible exchange rate 
policy. 

1. Performance criteria and benchmarks 

The proposed performance criteria and benchmarks are shown in 
Table 8. For purposes of monitoring the program, quantitative targets 
for end-December 1988, end-March 1989, and end-June 1989 have been 
established as benchmarks. Those for end-December 1988 will also 
constitute performance criteria. The quantitative benchmarks for the 
first half of 1989 are indicative in nature; definitive benchmarks will 
be established at the time of the midterm review of the program with the 
Fund to be completed by mid-March 1989. In addition, the standard 
clauses regarding the exchange and payments system will constitute 
performance criteria. During the midterm review, progress in the 
implementation of the program will be assessed, and understandings on 
any necessary additional measures, including interest rate policy, will 
be reached. 

No financial benchmarks have been established for end-September 
1988, even though the financial program covers the fiscal year starting 
July 1, 1988. This is due to the fact that the letter of intent could 
not be finalized until October 15, 1988 because of delays in receiving 
confirmation on the requisite external financial assistance, although 
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Table 8. Senega 1: Performance Crlterla and Plnenclal and Structural 
Benchmarks Under the First Annual Arrangement Under the 

Enhanced Structural Adjustment Fsclllty 

Stock st 

end-June 1988 

Chrrnp.4’ f r<,rn .I~lly I , 
1988 to Cnd- 

1988 1989 

Dec. Usrch Julie 
Perf. Indicative 
nit. benchmarks 

I. Financial benchmarks 
(In billions of CFA francs) 

Net domestic assets of the 
banking system 1/ 2/ 21 582.2 -31.8 0.2 -10.2 

Credtt to the Government (net) 11 21 149.9 6.7 14.1 4.3 -- 

Payments srresrs of Government and 
public sgencies 

1. Domestic 8.5 - 

2. External -- 
- 

Repayment of 1986187 crop credtt 1.5 - 

Repayment of ONCAD debt 76.6 

New external borrowlog on noncon- 
cesslonsl terms by the Government 
or with government guarantee 11 

1. Short-term (less than 1 year) 
2. l-5 years’ maturity 
3. 1-12 years’ q sturlty 

II. Structural measures 

1. Benchmarks 

(8) Ellmlnstlon of price controls, with the exception of 
those on certain strategic or essential products. 
(b) Completion of a plan of sctlon to reduce energy prices 
and to take compensatory revenue measures. 
(cl Adoptlon of s three-year public investment program for 
1989/90-1991192. 

2. Performance criterion 

-2.5 &J -5.0 i/ -8.5 i/ 

-- -- -- 

-1.5 -1.5 -1.5 

-4.3 LJ -6.4 A/ -0.6 41 

(IO q llltons of SDRs) 

-- -_ -- 
-- __ -_ 

24.0 24.0 24.0 

Date 

End-December 1988 

End-March 1989 

End-June 1989 

(a) Completion of a plan of action for the gradual reduction 
of the deflclt of the groundnut sector, including streamlining 
the operations of the groundnut 011 proceaalng company (SONACOS). End-December 1988 

source: Appendix II, Annex. 

11 The program assumes that Senegal vi11 receive s cumulative amount of external budgetary 
SSsiBtSnCe (excluding grants) begfnning July 1, 1988 of CFAF 35.0 billion through December 31, 
1988, of CFAF 45.0 billion through March 31, 1989, and of CFAF 53.2 billion through June 30. 
1989. In the event that the external budgetary ssslstsnce (excluding grsnts) exceed3 tile above 
SmOUntB, the changes ~111 be reduced pro Canto, net of any budgetary ssslstnnce used to 
sccelerste: (a) the reduction In payments srresr~ of the Government end public agencies; and 
(b) the repsyment of ONCAD debt. 

L/ The program does not envisage the reccfpt by Senegal of any extrabudgetary external Financial 
assistance during the perlod July 1, 198i3-June 30, 1989 that vould have the effect of tmprovlng the 
net position of the Government vie-8~1s the banklng Bystem. Should such assistance be received, 
however, the changes ~111 be reduced pro tsnto, net of any expenditure tled to such asststsnce. 

L/ The program envlsages s reduction in crop credit of CFAF 45.8 billlon during the period 

July l-December 31, 1988; B reduction of CFAF 15.8 bllllon during the prrlod July 1, 19R8,-March 31. 
1989; sod R reduction of CFAF 25.8 bllIlon dutlng tbc period July 1, 19RB-June 30, 1989. In the 
event that the variation in crop credit is lover or higher then these amounts, the varlatlon In net 
domestic sssets vi11 be sdjusted downward or upward pro Canto. In addltlon, the verlatlon ln “et 
domestic assets will be adjusted by the amount of the 1987/88 crop credit that vould be 
reclasaifled ln December 19R8. 

41 In the event of a shortfall In the cumulstlve projected budgetary asslstance, the changes 
will be adjusted sccordlngly to compensate for the shortfall. 

5/ The exchange rate sppltcable to these borrow1ng.s ~111 be the rate of the SDR vls-a-vie the 
co;;eract currencj on h&jo. 1988, se reported in I;ternationsl Ffnsnclal Statlstlcs. For debts 
dl recty contracted by the Government. the loan will co”nt toverd the CcilinR on the date of the 
signature. For debts guaranteed by the Government, the full amount of the ioen ~111 co”nt toward 
the celling on the date of full or flrst partlnl gunrsntee, whichever la enrller. For the purpow~ 
of thla ceilinS. the length of the loen 1~ drrmed to he frnm thr date of nlgnnture or the dntr tllnt 
the loan enters into effect (whichever 1s later) until the last scheduled smortizatlon payment. 
Loans on concesstonal terms se defined by the OECD Development Assistance Committee are excluded 
from these celltngs. 
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negotiations had been initiated on July 1, 1988 and concluded on 
August 26, 1988. Disbursements under the first arrangement under the 
ESAF are, however, scheduled to be spaced about five months apart, with 
the first drawing shortly after Board approval, and the second shortly 
after receipt of the data for the end-December 1988 performance criteria 
and the completion of the semiannual review under the arrangement in 
March 1989. 

V. Social Aspects of the Adjustment Strategy 

The Government’s proposed three-year adjustment program is designed 
to contribute to consolidating the recent increases in per capita 
income. As agriculture is expected to be a major source of economic 
growth, the real income of the farming community is expected to benefit 
substantially over the medium term. In the urban sector, incomes are 
expected to increase at a slower pace during the transitional adjustment 
period. This results from the containment of wage increases in the 
public sector, in view of the need to restore financial balance. 
Moreover, the substantial reform of the public enterprise sector, which 
involves the liquidation, privatization, or rehabilitation of selected 
enterprises, may initially reduce employment opportunities. However, 
the improved economic environment is expected to enhance private sector 
activities, leading to increased employment opportunities over the 
medium term. The industrial and service sectors are expected to benefit 
particularly from the policies envisaged under the adjustment program. 

The authorities are taking specific measures to address short-term 
social issues. First, the administered prices of key consumer goods 
such as rice, groundnut oil, and sugar, have been recently reduced, 
benefiting real urban incomes. Second, the Government has established a 
foreign-financed Redeployment Fund that is designed to facilitate the 
re-entry of eligible beneficiaries into gainful private employment. The 
Redeployment Fund is financed by external concessional resources 
amounting to CFAF 10.0 billion. It is providing support to workers in 
the agricultural and industrial sectors who have had to relocate as a 
result of the reform of the public enterprise sector; civil servants who 
voluntarily leave the service ; emigrants who are resettling in Senegal; 
and new graduates from colleges and universities. Third, a proposed 
industrial sector rehabilitation project is expected to provide 
financing for training programs, technical assistance to strengthen 
industrial support institutions, and a line of credit to help industries 
to modernize and enhance their productivity. 

While the adjustment program focuses primarily on the directly 
productive sectors, the Government has reinforced its efforts to improve 
basic social services with the assistance of multilateral organizations 
and nongovernmental institutions. Education and health care, in 
particular, will continue to receive priority. As part of the 
multicountry social dimensions of adjustment projects, financed by the 
United Nations Development Programme and executed by the World Bank, 
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work is expected to start shortly to compile data on income distribution 
and welfare indicators, and to study the socioeconomic impact of 
adjustment programs. 

VI. Staff Appraisal 

Since mid-1983, the Senegalese Government has effectively imple- 
mented a series of adjustment programs that have contributed to a marked 
recovery in economic activity and a reduction in domestic and external 
financial imbalances. The wide-ranging policies implemented have 
brought about a liberalization of the economy, a strengthening in public 
investment programming, and improvements in the performance of the 
public enterprise sector. In addition, the fiscal deficit has been 
sharply reduced, through the introduction of comprehensive revenue 
measures and the pursuit of an austere expenditure policy. Significant 
progress has also been made in the payment of both domestic and external 
payments arrears. Credit policy has been reoriented toward the private 
sector. The external debt of the country relative to GDP has been 
considerably reduced through a prudent external debt management 
policy. The success of these efforts reflects the readaptation and 
strengthening of policies in the face of adverse exogenous factors, such 
as droughts and declining terms of trade, as well as the steadfastness 
of the Government, notwithstanding the political pressures associated 
with the presidential and parliamentary elections held in February 1988. 

The significant progress achieved thus far has brought to the 
forefront the remaining obstacles to the achievement of sustained 
economic growth and the attainment of financial viability. In the 
agricultural sector, diversification and efficiency have suffered as a 
result of price distortions and an inappropriate infrastructure. The 
industrial sector, which has been significantly liberalized, is now 
constrained by the rigidities in the labor market, high labor and energy 
costs, administrative regulation, and an inefficient domestic banking 
system. The public enterprise sector continues to incur significant 
losses resulting mainly from managerial problems, undercapitalization, 
and overemployment. Public investment programming has been improved, 
but remains inadequate in the areas of project identification, 
preparation, and monitoring, as well as the proper assessment and 
budgeting of recurrent costs. The weaknesses in the banking system, 
arising in part from sizable nonperforming loans, hinder financial 
intermediation, thereby limiting the mobilization of domestic savings 
and their channeling into productive investment. Public finances also 
exhibit a number of structural problems. Revenue remains relatively 
inelastic and highly dependent on exceptional profits generated by the 
oil sector. Expenditure is still dominated by the high share of the 
wage bill, as well as a significant level of subsidies, particularly on 
groundnut operations. The fiscal imbalance has led to a heavy rel.iance 
on external financing. 



- 33 - 

To overcome these obstacles, the Government’s medium-term 
adjustment strategy involves an intensification of the adjustment 
process I The reduction in subsidies, the Liberalization of producer 
prices for certain products, the reduction in the Government’s 
intervention, and the emphasis that the public investment program places 
on the agricultural sector are critical to enhance agricultural 
production and improve efficiency. In this context, the staff welcomes 
the courageous decision taken by the Government to adjust the producer 
price of groundnuts, thus significantly reducing the subsidy to this 
sector. The further streamlining of the operations of the groundnut oil 
processing company will be particularly important to eliminate over time 
the burden of this sector on the government budget. The emphasis being 
placed on the transformation and marketing of Local cereals is designed 
to stimulate domestic production , particularly in light of the reduction 
in the retail price of rice. In the industrial sector, the recent 
revision of the labor and investment codes, the further reduction in 
tariffs, and the Liberalization of prices are particularly important for 
promoting the profitability of the sector. The steps being taken to 
Link remuneration to productivity, as well as to reassess energy policy, 
are fundamental to increase the competitiveness and strengthen the Long- 
term growth prospects of the sector. The contribution of public 
investment to economic growth will be further enhanced through the 
strengthening in the process of public investment programming, 
specifically with regard to the evaluation of the viability of projects 
and the analysis of their recurrent cost and debt service implica- 
tions. The acceleration of the public enterprise sector reform is 
needed to reduce the burden of this sector on the economy and widen the 
scope for private sector activity. 

Fiscal policy is designed not only to restrain the growth in 
aggregate demand, but also to achieve changes in the structure of 
taxation and expenditure in order to improve resource allocation and 
release resources to the production sectors. The fiscal measures being 
taken by the authorities are expected to bring about, starting in 
1988/89, a turnaround in the overall fiscal position, on a commitment 
basis and including grants, to a surplus. This will enable the 
Government to reduce over the three-year period its dependence on 
domestic and foreign financing, as well as to repay the remaining 
domestic payments arrears of the public sector. The revenue measures 
envisaged are designed to improve the.distribution of the tax burden and 
the elasticity of the tax system. A critical element is the work that 
will be completed to map out revenue measures to substitute for the 
present dependence of the budget on oil profits. The reduction in the 
share of the wage bill, to be achieved through a curtailment in the 
number of civil servants and a freeze on general salary increases, as 
well as the continued austerity measures wiLL enable the Government to 
allocate additional resources to such recurrent expenditures as 
maintenance, materials, and supplies. Concomitantly, credit policy is 
designed to meet the growth requirements of the economy, while 
reinforcing the fiscal stance. In this context, the staff welcomes the 
steps being taken to rehabilitate certain banks and attaches consider- 
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able importance to the Launching of a comprehensive reform program for 
the banking system. 

Particular attention will have to be placed on several areas if the 
objectives of the adjustment program for 1988189 are to be achieved. 
First, a tight rein will have to be maintained on credit, in light of 
the recent private capital outflows. While the staff concurs that these 
flows were due to exceptional nonrecurrent factors, it considers that a 
more active interest rate policy needs to be pursued in response to any 
further developments. Second, the evolution of government revenue and 
expenditure will need to be carefully monitored and, if necessary, 
additional measures taken to achieve the fiscal target. Third, the 
preparatory work for the reform of the banking system needs to be given 
high priority, if a comprehensive program is to be defined by the end of 
the year. Fourth, emphasis will have to be given to streamlining the 
divestiture process and improving the financial relations between the 
Government and public enterprises. 

In the view of the staff, the medium-term strategy proposed by the 
Senegalese authorities, as well as the measures being taken in 1988189, 
should contribute to furthering the adjustment process over the medium- 
term, bringing about sustainable growth in per capita income, and 
achieving domestic and external financial stability. Senegal has 
established a fine track record in the implementation of previous 
programs, a record that augurs well for the future. The success of the 
proposed program will depend not only on the effective implementation of 
the policies envisaged, but also on the timely flow of external 
financial resources to support this process. The authorities have 
already secured sufficient commitments to cover most of the financing 
gap for 1988189. The balance could be covered by debt relief from Paris 
Club participants and other creditors on the assumption that coverage is 
comparable to that obtained in previous years. Accordingly, the staff 
recommends approval of the requested arrangements under the enhanced 
structural adjustment facility. 

It is recommended that the next Article IV consultation with 
Senegal be held on the standard 12-month cycle. 
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VII. Proposed Decision 

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

ESAF Arrangement 

1. The Government of Senegal has requested a three-year structural 

adjustment arrangement under the enhanced structural adjustment 

facility, and the first annual arrangement thereunder. 

2. The Fund notes the updated policy framework paper for Senegal 

set forth in EBD/88/304. 

3. The Fund approves the arrangements set forth in EBS/88/222. 
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Table 11. Senegal: Proposed Schedule of 
Disbursements Under ESAF Arrangement 

Amount Availability date Conditions necessary 
for disbursement l/ - 

SDR 29.79 million November 30, 1988 Executive Board approval of the 
ESAF arrangement and the first 
annual arrangement thereunder. 

SDR 29.79 million After March 14, 1989 Compliance with the performance 
criteria for December 31, 1988 
and completion of the semiannual 
review under the arrangement. 

SDR 21.27 million 

SDR 21.27 million 

SDR 21.27 million 

SDR 21.27 million 

November 15, 1989 Executive Board approval of the 
second annual arrangement. 

After March 14, 1990 Compliance with the performance 
criteria for December 31, 1989 
and completion of the semiannual 
review under the arrangement. 

November 15, 1990 Executive Board approval of the 
third annual arrangement. 

After March 14, 1991 Compliance with the performance 
criteria for December 31, 1990 
and completion of the semiannual 
review under the arrangement. 

Source: IMF. 

L/ Other than generally applicable conditions under the ESAF arrangement, including 
the performance clause on the exchange and trade system. 
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Us-v. pr%. Pmt. Rrg. fh)rr l”Yl 

Lkmst1c 

lbddng eystaa s/ 
Rep+qlm?nt of acA0 &It to bdm 
Ncxdmk tonwlng 
Uher 6/ 

Mdlt1~1 c.zschhl.lng reqaeared 

&mx& item: 

19.9 - 

(18.8) 
(17.5) 

23.5 - 

36.5 
36.1 
0.4 

1.223.1 

19.5 - 

22.1 
22.5 

1.338.2 

19.9 - 

(Ill prmlt of mp) 

19.8 10.1 19.0 --- 19.6 - 

- 
- 

- 
- 
- 

1,114.4 

2l1.2 - 

- 

- 

- 

1,tm.a 

20.4 - 

of tich: n?- 
taxlFJl3UF 

(17.9) (18.8) (16.3) (11.3) (17.7) (18.1) (IS.8) (19.0) 
(15.1) (14.6) (14.9) (14.2) (14.7) (15.2) (16.0) (16.3) 

21.1 23.4 W.1 33.7 19.6 18.9 B.4 17.1 ----_-_- 

of lhlch: CutTent ecqmdlture (W.0) (18.0) (11.4) (16.8) (11.2) (16.1) (L5.4) (14.8) (14.1) 
cnpltal qmdlture (3.2) w3) (2.8) (3.1) (2.7) (2.9) (3.0) (3.0) (3.1) 

owrell flwal mrplua or 
&fldL (-) (ccmmltmnt hulls) 

overall fIsca1 eurplus or 
defidt (-) (cab tasls) 

-3.5 -2.3 -1.5 -0.3 -1.0 0.2 0.b 1.9 2.7 --------- 

-4.6 -3.3 -3.4 -2.9 -3.6 -1.9 0.3 1.6 2.5 --------- 

216.1 231.9 2b6.1 m1.9 261.4 112.1 316.3 

m.9 218.7 251.0 
19o.1 185.1 196.0 

I3.R 33.6 55.0 

C-1 (19.3) (42.0) 
12.2 19.2 l3.1 
(5.0) (8.0) (9.0) 

262.2 
2u.5 

(X, 
21.7 

(10-9) 

241.4 210.8 293.3 
W2.9 226.4 246.1 

44.5 46.4 41.0 

(35.4) (16.0) (K.01 
W.0 31.9 21.0 

(10.0) (12.0) (13.0) 

34.6 IIO.? - - 

321.6 345.1 
274.1 297.1 

41.5 4fl.n 
(Z.01 fYJ.0) 

15.0 75.0 

(LS.01 (15.01 

254.2 266.0 285.0 288.0 231.8 299.5 336.1 314.6 322.0 

217.1 
106.6 
44.4 

(41.8) 
33.5 
12.3 

0.3 
34.1 

9.7 
2s.o 
-4.1 
l.? 

220.3 
Ill.8 
41.0 

(40.3) 
40.2 
25.1 

1.6 
33.8 

2: 
-u.9 

1.0 

232.7 
ll9.8 

(ii:;, 
43.2 
28.6 

1.5 
38.1 
8.1 

3J.0 
-14.8 
6.2 

2ro.5 246.4 245.5 249.1 253.6 251.0 
122.3 u2.3 us.0 127.5 l33.0 l33.0 
45.0 46.6 44.5 44.6 41.6 41.0 

(42.0) (43.6) (41.5) (41.6) (m.6) (38.0) 
II.1 49.0 46.5 49.8 51.0 56.5 
21.5 21.5 26.5 26.2 26.0 25.5 

1.0 1.0 1.0 1.0 1.0 1.0 
45.0 39.0 66.0 48.0 52.0 56.0 
IS.0 9.0 14.0 16.0 li3.0 21.0 
XL0 3.3.0 B.0 32.0 36.0 35.0 

-u-o %.O -1.0 -7.0 -1.0 -1.0 
10.5 Ll.4 -3.0 -2.0 -2.0 -2.0 

-38.1 -20.1 -19.1 

-26.3 

-14.0 
-Il.3 

-4.1 - 

-33.2 

-14.4 

-Il.6 -JZ.6 -31.1 

3.2 - 

-31.5 

32.0 - 

-4.4 - 

-7.6 -9.6 
-4.0 -3.0 

-14.0 -14.0 %.5 
-24.2 -23.1 -23.0 

lo.2 - 

-5.5 - 

- 

-5.5 A.4 

48.7 - 

-3.3 - 

- 

-3.3 

-49.1 -40.1 -4.0 -42.3 -51.5 -28.3 

49.7 40.7 - - 

38.0 28.0 
40.9 36.7 
a.9 16.7 
W.0 20.0 

-31.2 -29.6 
28.3 W.9 
ll.7 u.7 
17.9 19.6 

-10.0 %.O 
2.0 0.0 
1.8 0.3 

4.0 - 

52.0 
76.8 
55.8 
21.0 

-43.9 
19.1 
-b.O 

1.8 
-12.0 

2.2 
2.0 

- 

42.3 - 

47.4 
82.1 
62.9 
19.2 

-53.6 
18.9 
-5.1 

6.5 
-8.6 

- 

-3.0 

51.5 - 

51.9 
79.9 
bo.7 
19.2 

-45.9 
17.9 
-0.4 

6.0 
-8.6 

1.0 
1.2 
- 

28.3 - 

21.2 
71.2 
53.2 
16.0 

-51.4 
1.4 

-5.3 
4.3 

6.6 

6.1 - 

-4.7 - 

5.5 
69.3 
50.3 
19.0 

-61.0 

-10.2 
-1.6 
6.6 

- 
- 
- 

27.6 - 

-27.6 

-18.2 
48.0 
29.0 
19.0 

-66.2 

-9.4 
-0.8 
-8.6 

45.4 - 

-45.4 

-23.2 
52.8 
32.8 
W.0 

-76.0 
- 

-22.2 
-l3.6 

-8.6 

- 

11.4 

46.1 
31.5 
8.6 

lJtl3.8 

8.5 
8.5 

1,LhY.l 

8.5 
6.f 

1.432.9 

- - 
- - 
- - 

1.527.6 1.617.9 

(In hllllr.., of [TA frrur,. 

?nurces: Data provided ty the Smegalese authorltlu; md staff esrimtes aA projxtlm9. 



(Inbillions of CFAfram; ad of period) 

1985 1986 I987 1988 1989 I.991 1992 
.JulE March .Jum? &Z. June .June 

Rev. Act. Rev. Act. Projecuons 
Prog. Prog* 

Net foreignassets -229.5 -243.8 -207.5 . . . -217.2 d9fJ.7 -236.0 ... ... -207.9 -193.5 -185.6 -166.8 
centralbank -215.7 -229.8 -185.0 . . . -182.6 -156.6 -1%.5 ... ... -167.8 -153.4 -145.5 -126.7 
-ci.alhanks -l3.8 -24.0 -22.5 . . . -34.6 -40.1 -39.5 ... ... -40.1 40.1 -40.1 -40.1 

lLhlEstic credit 503.5 
credit to the Govemnmt 

(l-l& 126.6 
Credit to the eanxmy 376.9 
ordinary credit 360.3 

ofcdlich: aaAD (67.7) 
Crop=-dft 16.6 

of !Jhich: reclasaifid (--) 

m&vi- 284.3 
clrmcy fncira~L~im 64.8 
Demad deposits lB.0 
Tim? deposits 106.5 

Other iten3 (net) 
ofwhich: awD 

-10.3 
W.0) 

?,tzllDrw itelm: 

I)arestic assets (net) 5W.8 
IhubtfulandUtlgious 

didlIt 20.7 

544.0 575.3 598.4 602.2 567.9 606.7 574.9 614.9 5%.5 604.7 618.8 622.2 

142.1 143.9 152.8 
401.9 431.4 445.6 
371.9 374.5 382.5 
(67.7) (66.7) (..*I 
30.0 56.9 63.1 
(3.5) (2.2) (..-I 

145.6 150.4 149.9 156.6 y 164.6 154.2 152.6 
456.6 417.5 456.8 418.3 450.3 442.3 452.1 
380.2 332.5 380.9 388.3 390.3 392.3 403.1 
(66.4) (.--I (*..I (...) (...) (.--1 (-.-I 
76.4 35.0 75.9 30.0 60.0 50.0 49.0 
(2.4) (.*-I (*..I (...) (...) (**-I (.--I 

151.8 lx2 
467.0 484.0 
418.0 435.0 
(***) (***I 
49.0 49.0 
(**.) (***) I 

291.4 
75.2 

ll2.8 
103.4 

(E) 

342.2 
lc43.9 
l17.2 
l16.1 

(Z) 

. . . 

. . . 

. . . 

. . . 

l8.1 
(*.-I 

580.3 

. . . 

366.9 
l17.1 
122.2 
127.6 

(2:) 

353.1 
. . . 
. . . 
. . . 

18.1 
(.*.I 

346.2 360.1 408.6 
. . . ...... 
. . . ...... 
. . . ...... 

364.1 
. . . 
. . . 
. . . 

24.5 
(---I 

386.8 408.8 
. . . . . . 
. . . . . . 
. . . . . . 

24.5 24.5 
(.--I (---I 

431.0 
% 
I 

. . . 

. . . 

24.5 24.5 24.5 
Co..) (...) (...) 

'24.5 
(.--1 

535.2 549.7 584.1 549.8 582.2 550.41 590.4 572.0 597.7 

17.2 16.1 
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Table V. Senegal: Balame of Payments, l984/85-Ml/92 

1984185 1985m 1986/87 I987188 l988/89 1989m 19w91 l991/92 
Rev. Prel. Pro@ Project1als 
pm . act. 

(In MlllcRm of WA franu3) 

Trade balance 
Farports, f.o.b. 

of ldllch: grandtut products 
Irqmts, f.o.b. 

of which: petroleun pmthcte 

aervlces (net) 
Of which: interest &s on public debt 

lkuequlted transfers 
Of tich: gross official grmts 

an-rent acclamt (&ficit -) 

capital acaxmt 

RJblic sector 

hxtlzatlal 

Private sector 

Errol-a ad alds.9ioos 

thxd..l talance (deficit -) 

Debt resmog 

HNnring 
w, net 

Furchases 2J 
w=- 

Operations atmunt md other 
Psylmts flrrmm (leductial -) 

Requested debt - 21 

&llom item: 

cbrrent acaxmt 
ExclNding pss official grants 
II-cbag pe.9 offici8.l granta 

-In1 
245.1 
(42.5) 

-365.2 
(-107.3) 

-75.6 
(-50.8) 

63.0 
(69.6) 

-l32.7 

420.9 
216.8 
05.6) 

-337.7 
(-77.7) 

-70.1 
(-49.8) 

(Z) 

-122.2 

-81.6 43.6 -70.7 -64.0 
204.1 238.1 225.6 252.3 
(~4 (35.3) (33.2) (47.7) 

-285.7 -301.7 -296.3 -316.3 
(-38.2) (-49.1) (-43.4) (-40.2) 

(2::) 

71.5 
(70.6) 

-76.9 

84.4 

-72.9 
(-47.1) 

76.5 
(73.7) 

40.0 

-72.0 -76.8 
(-47.7) (-50.6) 

75.0 
(73.8) 

79.2 
(77.7) 

-67.7 -61.6 

-54.2 -39.2 
283.0 320.5 
(48.7) (53.1) 

-337.2 -359.7 
(-45.1) (-48.3) 

-73.1 -74.7 
(-MS) (-49.8) 

82.7 84.1 
W.8) (62.4) 

4.6 -29.8 

-26.2 

gF89) 
-387.1 
(-51.7) 

-74.0 
(-46.3) 

(ii:;) 

-15.4 

62.7 80.4 62.4 31.0 66.1 

54.5 43.2 93.8 85.4 84.0 60.1 
93.2 84.6 142.1 142.9 141.5 123.2 

-39.7 -41.4 -48.3 -57.5 -53.8 63.1 

33.9 25.0 

-25.7 u.2 

2.4 

4l.8 

7.5 

26.6 

-34.1 
4.4 
17.2 

-17.6 
-30.1 
-3.6 

- 

-23.0 -53.0 6.0 

59.0 37.7 34.2 

44.0 17.7 14.2 
u3.5 90.5 %.4 
49.5 -72.8 -82.2 

15.0 20.0 20.0 

- - - - - - 

-70.0 

34.7 

-41.8 2.4 -36.7 4.5 14.4 7.9 18.8 

29.9 26.0 26.0 9.3 Ll - - - 

35.3 Il.9 
2.2 -3.5 

16.2 17.8 
-13.9 -2I.3 

24.5 20.4 
8.6 -5.0 
- - 

-28.4 
3.5 

19.5 
-16.0 
-31.9 

10.7 
4.1 

19.8 
-15.7 

6.6 
- 

- - 

-28.7 -14.4 -7.9 -18.8 
7.4 0.2 2.3 -IA6 

25.2 16.8 16.8 - 

-17.7 -16.6 -14.5 -l3.6 
-36.1 -14.6 -10.2 -5.2 

- - - - 

14.9 - - - 

(In percmt of Gcf) 

-18.7 -15.6 -11.0 -9.2 -9.9 -9.1 -7.8 -6.5 -5.4 
-l2.2 -10.0 -5.7 -4.1 -4.7 -4.0 -2.8 -1.7 -0.8 

8oorces: mts provided LY the setlegalese authorities; and staff estimetes and pmJectim& 

l/ Ch ckbt service thrc& October 1988. 
a Incldes dishrmts mder the !ZAF end the ESU. 
2 k the basis of 8 cut-off date of .huaq 1.1983 8d enkding Qk service al already re&e&led Qbt. 
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(In luf~ons of SK&, uflleas otfwrwise specified) 

Interest 108.8 U7.3 l16.2 
Medim and la-g-term 88.0 97.1 100.2 
lw chsrgea 20.8 20.2 16.0 

Total debt servke 
before rescheduling 

Debt rescheduling 

Total debt service after 
rescheduling 

Mmmandun item: 

&ports of goods and 
services, and private 
transfers 

Ikbt service ratio 
(in per-t) 
Before debt resd&uling 

PriIlCipal 
’ Interest 
After debt resch&uUng 

IFS debt service rat10 
(in percent) 

1984185 l!385/86 1986187 1987/88 1988189 1989190 MO/91 1991/92 
Rev. Est. Prog. Projections 

112.7 147.8 166.9 
82.9 97.5 122.3 

29.8 50.3 44.6 

188.4 x38.4 205.1 218.4 221.4 243.0 
147.4 147.4 160.1 176.3 

41.0 41.0 45.0 42.1 36.8 34.5 

120.8 122.3 128.4 128.0 126.2 l13.5 
106.0 Lo7.5 m --- 117.2 l18.1 107.9 

14.8 14.8 13.5 10.8 8.2 5.6 

221.4 265.2 283.1 P-P 

74.3 70.5 67.3 --- 

309.2 310.7 333.5 346.4 347.7 356.5 ------ 

66.7 66.7 23.6 2/ - = = - m -- - 

147.1 194.7 215.7 242.5 244.1 309.9 346.4 347.7 356.5 --- ------ 

877.8 912.6 956.7 1,070.3 1,035.g 1,096.3 l,l90.9 1,297.5 1,412.O 

(12.4) (12.9) (12.2) 
16.8 21.3 22.6 

5.8 7.7 6.3 5.2 5.4 5.3 4.4 3.5 2.8 

28.9 30.0 30.4 29.1 26.8 25.2 
(17.6) (18.2) (18.7) (18.3) (17.1) (17.2) 
(11.3) (Ll.8) (ll.7) (10.8) (9.7) (8.0) 
22.7 23.6 28.3 29.1 26.8 25.2 

soures : Data provided by the Seneg.xlme authorities; and staff estimates amI projections. 

1/ JZxclAes debt service obligaticm of the mltinatioml axpanies, Nr Afriqw and Agence pan- la S&rid de la 
Navigation Akiemw. 

21 Refers to the ammt of debt service rescheduled in Novenber I.987 and falling due in the period July l-October 30, 1988. 
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Enhanced Structural Adjustment Facility: 
Three-Year and First Annual Arrangements 

Attached hereto is a letter dated October 15, 1988 with an attached 
Memorandum of the Economic and Financial Policies of Senegal from the 
Minister of Economy and Finance of Senegal requesting from the 
International Monetary Fund a three-year arrangement under the enhanced 
structural adjustment facility, and the first annual arrangement 
thereunder, and setting forth 

(1) the objectives and policies of the program to be supported 
by the three-year arrangement; and 

(ii) the objectives and policies of the program to be supported 
by the first annual arrangement. 

To support these objectives and policies, the Fund grants the 
requested arrangements in accordance with the following provisions, and 
subject to the Regulations for the administration of the structural 
adjustment facility and the Instrument to Establish the Enhanced 
Structural Adjustment Facility Trust: 

1. (a> For a period of three years from November --, 1988, 
Senegal will have the right to obtain loans from the Fund under the 
enhanced structural adjustment facility, in a total amount equivalent to 
SDR 144.67 million. Of this amount, the equivalent of SDR 11,488,500 
shall be provided from the structural adjustment facility within the 
Special Disbursement Account, and the equivalent of SDR 133,181,500 
shall be provided from the Enhanced Structural Adjustment Facility 
Trust, subject to any changes in the amount of access to the structural 
adjustment facility. 

(b) The amount of each annual arrangement will be the 
equivalent of SDR 59.57 million for the first annual arrangement; the 
equivalent of SDR 42.55 million for the second annual arrangement; and 
the equivalent of SDR 42.55 million for the third annual arrangement. 

cc> Under the first annual arrangement: 

(1) the first loan, in an amount equivalent to 
SDR 29.785 million, will be available on 
November -- at the request of Senegal; and 

(ii) the second loan, in an amount equivalent to 
SDR 29.785 million, will be available on 
March 15 at the request of Senegal subject to 
paragraph 2 below. 

2. Senegal will not request disbursement of the second loan 
specified in paragraph l(c)(ii) above 
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(a> If the Managing Director finds that at the end of 
December 1988 

(1) the limit on net domestic assets of the banking 
system, or 

(ii) the limit on net bank credit to the Government, 
or 

(iii) the target for the reduction of existing 
domestic payments arrears, or 

(iv) the target for the repayment of the 1986/87 crop 
credit, or 

(VI the target for the repayment of ONCAD debt, or 

(vi) the limit on the contracting or guaranteeing by 
the Government of nonconcessional external 
loans, or 

(vii) the structural performance criterion related to 
the completion of a plan of action for the 
gradual reduction of the deficit of the 
groundnut sector 

referred to in paragraphs 23 and 24 of the memorandum attached to the 
letter and specified in the table annexed to the memorandum were not 
observed; or 

(b) If Senegal 

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

(ii) introduced or modified multiple currency 
practices, or 

(iii) concluded bilateral payments agreements which 
are inconsistent with Article VIII, or 

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

cc> Until the Fund has determined that the midterm review 
of Senegal’s program referred to in paragraph 23 of the memorandum 
attached to the letter has been completed. 

If the Managing Director finds that any of the performance 
clauses that have been established in or under this paragraph 2 have not 
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been met, the second loan specified in paragraph l(c)(ii) above may be 
made available only after consultation has taken place between the Fund 
and Senegal, and understandings have been reached regarding the 
circumstances in which Senegal may request that second loan. 

3. Before approving the second annual arrangement, the Fund 
will appraise the progress of Senegal in Implementing the policies and 
reaching the objectives of the program supported by the first annual 
arrangement, taking into account primarily: 

(a) The indicators described in paragraphs 23 and 24 of 
the memorandum attached to the letter; 

(b) Imposition or intensification of restrictions on 
payments and transfers for current international transactions; 

(cl Introduction or modification of multiple currency 
practices; 

(d) Conclusion of bilateral payments agreements which are 
inconsistent with Article VIII; and 

(e> Imposition or intensification of import restrictions 
for balance of payments reasons. 

4. In accordance with paragraph 3 of the attached letter, 
Senegal will provide the Fund with such information as the Fund requests 
in connection with the progress of Senegal in implementing the policies 
and reaching the objectives supported by these arrangements. 

5. In accordance with paragraph 4 of the attached letter, 
during the period of the first annual arrangement, Senegal will consult 
with the Managing Director on the adoption of any measures that may be 
appropriate at the initiative of the Government or whenever the Managing 
Director requests such a consultation. Moreover, after the period of 
the first annual arrangement and while Senegal has outstanding financial 
obligations to the Fund arising from loans under that arrangement, 
Senegal will consult with the Fund from time to time, at the initiative 
of the Government or whenever the Managing Director requests 
consultation on Senegal’s economic and financial policies. These 
consultations may include correspondence and visits of officials of the 
Fund to Senegal or of representatives of Senegal to the Fund. 
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TRANSLATION 

October 15, 1988 

Mr. Michel Camdessus 
Managing Director 
International Monetary Fund 
Washington, D.C. 20431 
U.S.A. 

Dear Mr. Camdessus: 

1. The objectives of Senegal's three-year economic and financial 
adjustment program are set out in the policy framework paper for 
1988/89-1990/91, which was prepared in collaboration with the staffs of 
the Fund and the World Bank and which was transmitted to you this same 
day. 

2. The attached memorandum on the economic and financial policies of 
Senegal, based on the policy framework paper referred to above, sets out 
the objectives and policies that the Government of Senegal intends to 
pursue in the three-year period starting from 1988189 and the objectives 
and policies for the first annual program thereunder. In support of 
these objectives and policies, the Government of Senegal hereby requests 
a three-year arrangement under the enhanced structural adjustment 
facility in an amount equivalent to SDR 144.67 million and the first 
annual arrangement thereunder in an amount equivalent to 
SDR 59.57 million. 

3. The Government of Senegal will provide the Fund with such 
information as the Fund requests in connection with Senegal's progress 
in implementing the economic and financial policies and achieving the 
objectives of the program. 

4. The Government believes that the policies and measures set forth in 
the attached memorandum on the economic and financial policies are 
adequate to achieve the objectives of its program, but will take any 
further measures that may become appropriate for this purpose. During 
the period of the first annual arrangement, the Government of Senegal 
will consult with the Managing Director on the adoption of any measures 
that may be appropriate, at the initiative of Senegal or whenever the 
Managing Director requests such a consultation. Moreover , after the 
period of the first annual arrangement and while Senegal has outstanding 
financial obligations to the Fund arising from loans under that 
arrangement, Senegal will consult with the Fund from time to time, at 
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the initiative of the Government or whenever the Managing Director 
requests consultation on Senegal's economic and financial policies. 

5. In addition, Senegal will conduct with the Fund a mid-term review 
of its first annual program to be completed not later than March 15, 
1988. 

Sincerely yours, 

Serigne Lamine Diop 
Minister of Economy 

and Finance 

Attachment 
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ANNEX 

TRANSLATION 

October 15, 1988 

SENEGAL 

Memorandum on Economic and Financial Policies for 1988189 

1. The Government of Senegal has vigorously implemented since mid-1983 
wide-ranging supply- and demand-management policies, supported by the 
use of Fund and World Bank resources as well as other muLtiLateraL and 
bilateral assistance, including debt relief. The policies pursued, 
together with a return of favorable weather conditions, have contributed 
to a resumption of economic growth, a sharp reduction in the rate of 
inflation, and a significant strengthening of the external sector 
position. However, the magnitude of the initial economic distortions 
and financial imbalances was such that Senegal continued to face serious 
structural bottlenecks and unsustainable domestic and external financial 
positions. To maintain the momentum of the adjustment process, the 
Government of Senegal has updated and extended its medium-term economic 
and financial policy framework to cover the period 1988/89-1990/91, in 
collaboration with the staffs of the Fund and the World Bank. The 
framework provides for a reinforcement of structural policies, a further 
strengthening of the fiscal position, the pursuit of a prudent credit 
policy, a reform of the banking system, and a continued cautious 
external debt management policy. The Government of Senegal is 
requesting support for its medium-term policies from the Fund, in the 
context of the enhanced structural adjustment facility; from the World 
Bank, in the context of a structural adjustment loan and sectoral reform 
projects; and from other multilateral and bilateral creditors and donors 
in the form of budgetary assistance, including debt relief. This 
memorandum, which supplements the medium-term policy framework paper, 
reviews briefly the progress made in the implementation of the 1987188 
adjustment program, outlines the thrust of the updated medium-term 
policy framework, and details the elements of the 1988/89 adjustment 
program. 

I. The 1987188 Adjustment Program 

2. During 1987/88, the Government of Senegal implemented effectively 
its adjustment program. It has observed all the benchmarks under the 
second annual arrangement under the structural adjustment facility, 
albeit with a delay of a few weeks with regard to the policy action 
relating to the removal of the remaining quantitative import restric- 
tions. In addition, all the performance criteria under the stand-by 
arrangement supporting the 1987/88 adjustment program have been met. 
Reflecting the policies pursued, the quantitative objectives of the 
program with regard to growth, infLation, and the external current 
account have been largely realized; however, due to a number of 
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nonrecurrent factors, the external capital account surplus was 
significantly lower than projected. The growth of real GDP is estimated 
to have reached 4.4 percent, compared with a program target of 4.2 per- 
cent. This growth was led by a marked rise in agricultural output, 
owing to the positive effects of the agricultural policy pursued and the 
continued favorable weather conditions. The rate of inflation, as 
measured by the GDP deflator, dropped to 2.5 percent, against a program 
target of 3.8 percent. The fall in inflationary pressures resulted from 
the combination of good domestic supply conditions, owing to the rise in 
domestic output and the liberalization of the economy, as well as the 
restrained aggregate demand, stemming from the tight financial policies 
pursued. The lower inflationary pressures also contributed to a 
narrowing in the external imbalances. The external current account 
deficit, excluding grants, fell to 9.9 percent of GDP. This, however, 
was somewhat higher than the program target of 9.2 percent, owing 
primarily to a drop in petroleum product exports and a fall in the 
export price of chemical products. The capital account recorded a lower 
surplus than projected, as private sector capital outflows were higher 
than initially envisaged. This resulted from the impact of an 
exceptional delay in the repatriation of bank notes, owing to the 
transfer of the collection center from Paris to Abidjan in 1987; some 
speculative tendencies in the first half of the fiscal year; and delays 
in the repatriation of export proceeds. Taking into account these 
factors, the overall balance of payments, before debt relief, recorded a 
deficit of CFAF 36.7 billion, compared with the program target of a 
surplus of CFAF 2.4 billion. 

3. On the structural front, the first year of the first three-year 
rolling public investment program for 1987/88-1989/90 was implemented as 
envisaged, with emphasis on high-return investment projects as well as 
rehabilitation and maintenance operations. An implementation ratio of 
some 85 percent is estimated to have been achieved in 1987188, compared 
with 69 percent in the previous year. In the context of the new 
agricultural policy, the Government has further liberalized the import 
and marketing of agricultural inputs, reduced subsidies for fertilisers 
financed directly by donors by about one third, and further transferred 
production and marketing operations from rural development agencies to 
producer cooperatives and the private sector. The study on agricultural 
prices and incentives was completed and, as described below, actions for 
the 1988/89 crop season were announced. A preliminary audit of the 
groundnut oil processing company (SONACOS) was completed; the technical, 
financial, and management study of the groundnut sector (filiere 
arachidiere) will be finalized shortly. In the industrial sector, the 
investment and labor codes were revised in July 1987; the direct 
operating subsidies to the sugar company (CSS) were discontinued 
effective November 1987; all the remaining quantitative restrictions on 
imports were removed in February 1988; and the scope of price controls 
was sharply narrowed in February 1988. The reform of the public 
enterprise sector was continued in 1987188. To coordinate and supervise 
the parapublic sector reform, the Government established a coordination 
unit, with World Bank technical assistance. The Government adopted in 
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the second half of 1987 a law and several decrees establishing the legal 
framework for privatizing public enterprises. Seven public enterprises 
and two public agencies were liquidated in the second half of 1987, and 
a first set of ten enterprises was selected for privatization. The 
rehabilitation programs for several enterprises remaining in the 
Government’s portfolio have been carried out in the context of formal 
agreements (contrats-plans) defining the reciprocal commitments between 
the Government and the enterprises. Furthermore, direct subsidies to 
the public enterprise sector were reduced, and progress was made in 
verifying cross-debts between the Government and public enterprises. 

4. The authorities continued to pursue tight financial policies. The 
overall fiscal deficit, on a commitment basis and including grants, was 
further reduced in 1987/88 to an estimated 1.0 percent of GDP, from 
1.5 percent of GDP in 1986/87. However, it fell short of the program 
target of 0.3 percent, owing to Lower-than-projected revenue. While the 
reduction in payments arrears of the Government and public agencies was 
on target, the required crop credit repayments by the Treasury were less 
than envisaged. As a result, the overall deficit, on a cash basis, is 
estimated at 3.6 percent of GDP, compared to the program target of 
2.9 percent. As net foreign financing and domestic nonbank financing 
were both higher than foreseen in the program, the Government was able 
to keep its net use of domestic bank credit below the program target. 

5. Total revenue and grants increased by only 0.5 percent in 1987188, 
compared with a program target of 6.7 percent. There was a shortfall in 
both tax and nontax revenue as well as in external grants. Tax revenue 
was less than programmed due to several factors. The introduction of a 
tax retention and reimbursement regime applying to projects financed 
through foreign financial assistance was delayed as a result of 
administrative constraints. Other factors responsible for the shortfall 
in tax receipts included the slowdown in commercial activity during 
March and April 1988 in the city of Dakar, which resulted in a lower 
collection of value-added taxes; a reduction of the service tax on 
interest from bank deposits from 17 percent to 7 percent; and declining 
domestic sales of petroleum products. Changes in income taxation partly 
compensated for the revenue loss in other taxes, as collection exceeded 
the program target by 7 percent. Nontax revenue was CFAF 4.2 billion 
less than programmed, owing to delays in introducing the sales scheme 
for the government-owned Land that had been anticipated to yield some 
CFAF 5 billion. On the expenditure side, total expenditure and net 
lending declined by 1.4 percent, instead of increasing by 0.8 percent as 
envisaged, because of lower-than-anticipated budget capital outlays. 
The latter reflected primarily the delay in implementing the retention 
and reimbursement regime for foreign-financed projects. Current 
expenditure exceeded the program target. This was attributable mainly 
to revised data on external debt interest charges and to increased 
outlays associated with the elections held in February 1988. The growth 
of the wage bill was contained to 2.1 percent, as programmed. The total 
number of the civil servants was cut back from 68,131 at end-June 1987 
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to 67,100 at end-June 1988, as programmed, and no general salary 
increase was granted. 

6. The monetary authorities pursued a prudent credit policy in 
1987188. Net bank credit to the Government grew by 1.8 percent of 
beginning money stock, compared with a program target of 1.9 percent. 
The growth of ordinary credit was held to 1.9 percent of beginning money 
stock, below the program projections. However, crop credit grew by 
5.6 percent, instead of declining by 6.4 percent as envisaged. This was 
due to a higher than expected groundnut crop, as well as slow sales of 
groundnut oil exports in the first half of 1988. Thus, domestic credit 
grew by 9.2 percent, instead of declining by 2.2 percent as envisaged in 
the program. However, reflecting the developments in the external 
sector, the growth of domestic liquidity is estimated at 1.2 percent, 
compared to a program projection of 3.2 percent. In view of the 
problems confronting the banking system, a number of steps outlined in 
Section III were taken in 1987188 to further the preparatory work for 
the reform of the system, to restructure certain banks, and, at the same 
time, to continue evaluating the requests for consolidating the debit 
balances of other banks with the central bank. 

II. The Medium-Term Objectives and Policy Strategy 

7. The updated policy framework for 1988/89-1990/91, designed within 
the context of Senegal’s medium- and Long-term adjustment program, 
involves a reinforcement of the Government’s adjustment efforts, with a 
view to achieving a sustainable average annual increase in real GDP of 
3.8 percent, following the strong recovery of the economy during the 
last four years from the drought ; reducing the rate of inflation, as 
measured by the GDP deflator, to 2.3 percent by 1990/91; and narrowing 
the external current account deficit, excluding official grants, to 
6.5 percent of GDP by 1990/91. This will contribute to the attainment 
of a projected balance of payments surplus, before debt relief, of 
CFAF 4.5 billion in 1988/89 and CFAF 7.9 billion by 1990/91. Taking 
into account a progressive reduction in the flows of external budgetary 
assistance, the projected net drawings from the Fund, and a programmed 
improvement in Senegal’s position in the operations account, Senegal 
will be able to service its external debt obligations without recourse 
to debt relief by 1989/90. 

8. The medium-term policy strategy focuses on the implementation of 
major structural policies designed to alleviate the bottlenecks to 
economic growth. Public investment programming and implementation will 
be further strengthened, in the context of three-year rolling public 
investment programs emphasizing the directly productive sectors. The 
new agricultural policy will be reassessed and fine tuned, with a view 
to promoting and diversifying agricultural production. Particular 
attention will be given to enhancing industrial development, through 
appropriate policies involving corrective measures designed to 
consolidate and promote the industrial sector. Energy policy will be 
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streamlined, based on a medium-term plan of action designed to balance 
the objectives of promoting efficiency and conservation, enhancing 
competitiveness, and mobilizing revenue. The reform of the public 
enterprise sector will be accelerated through a step-up in the processes 
of liquidating, privatizing, and rehabilitating selected enterprises. 

9. Financial policies will continue to be geared toward aligning 
aggregate demand with available resources. On the budgetary front, 
measures will be taken to enhance the elasticity of the tax system and 
widen the tax base; in particular, efforts will be made to establish a 
more durable tax base and to reduce the reliance of revenue on the 
windfall profits from the oil sector. A restrained expenditure policy 
will be concurrently pursued, involving a reduction in the share of the 
wage bill and the implementation of further economy measures. The 
objective is to achieve a turnaround in the budget position, on a 
commitment basis and including grants, from a deficit of 1.0 percent of 
GDP in 1987/88 to a surplus of 1.9 percent of GDP in 1990/91. This will 
enable the Government to repay all verified domestic public arrears by 
June 1989, to reduce domestic net bank borrowing, and to curtail sharply 
the foreign financing requirements. Concomitantly, the monetary 
authorities will pursue a balanced credit policy, with the dual 
objective of promoting economic activity and restraining the growth in 
aggregate demand. In this regard, a major reform program of the banking 
system will be launched. In light of Senegal’s heavy debt service 
burden, a prudent external debt management policy will be pursued. 

III. The Program for 1988189 

10. Consistent with the medium-term framework, the adjustment program 
for 1988189 is designed to: (a) achieve a growth of real GDP of 
4.2 percent; (b) reduce the rate of inflation, as measured by the GDP 
def Lator, to 2.4 percent; and (c) narrow the external current account 
deficit, excluding grants, to 9.1 percent of GDP. As private capital 
flows are expected to be reversed during 1988189, due to the tight 
credit policy and the nonrecurrent nature of the factors that prevailed 
in 1987/88, the overall balance of payments surplus, before debt relief, 
is projected to reach CFAF 4.5 billion. Taking into account debt 
rescheduling already secured through November 1988, a reduction in the 
debit balance of the operations account of CFAF 36.1 billion, and the 
projected net use of Fund resources, a financing gap of CFAF 14.9 bil- 
lion for 1988189 remains. This is expected to be covered by debt relief 
under the auspices of the Paris Club and other creditors. To achieve 
the above objectives, major structural and demand-management measures 
are being taken. 

a. Structural measures 

11. The Government is implementing the second three-year rolling public 
investment program for 1988/89-1990/91, elaborated in close collabo- 
ration with the World Bank, with a total investment target of 
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CFAF 477 billion. The target for 1988189 has been set at CFAF 144 bil- 
lion, equivalent to some 9 percent of GDP. The primary sector accounts 
for 37 percent of targeted investment, the secondary sector for 
17 percent, and the services and social sectors for 23 percent each. 
The program is considered by the World Bank staff to constitute an 
improvement over the previous one and to be consistent with,Senegal's 
adjustment objectives. The Government will take additional steps to 
further improve development planning and public investment monitoring. 
First, a study on Senegal's long-term development prospects will be 
completed by end-December 1989. This will provide a basis for 
formulating a Long-term development strategy and elaborating a new 
six-year development plan, in the context of which future three-year 
rolling public investment programs will be designed. Second, the 
capacity of the Ministry of Planning to evaluate the profitability of 
projects, to analyze their implications for recurrent costs and debt 
service, to monitor their execution, and to compile timely and accurate 
information on their implementation will be strengthened. Third, the 
Ministry of Planning will concentrate on the evaluation of project 
proposals, while the relevant technical ministries will be given full 
responsibility for project identification and preparation, based on 
standardized procedures. Finally, preparatory steps will be taken to 
fully integrate the annual investment program into the regular budgetary 
and expenditure control process starting in 1989/90. In this context, 
drawings on all external public sector loans and grants will be 
centralized at the Level of the Ministry of Finance. 

12. The Government will accelerate the pace of reform in the 
agricultural sector, supported by public investment, with a view to 
further expanding and diversifying domestic production, broadening the 
export base and reducing reliance on imports, and alleviating the 
financial burden of the groundnut sector on public finances. The reform 
will involve a continued withdrawal of the Government from production 
activities, a further liberalization of prices, and the elimination of 
fertilizer and input subsidies financed by the United States by 
mid-1989. The Government will prepare a program for the protection of 
soils through an appropriate input policy, in consultation with the Fund 
and the World Bank. Furthermore, the measures to protect the natural 
vegetation and plants will be reinforced. To promote efficient domestic 
cereal production, the Government is taking a number of specific actions 
during 1988/89, in Line with the strategy elaborated in the Cereals Plan 
that was adopted in July 1986. First; the retail price of rice was 
reduced from CFAF 160 per kilogram to CFAF 130 per kilogram on May 4, 
1988, aligning it thereby with the world market price. Second, producer 
prices for Local coarse cereals for 1988189 have been fully 
Liberalized. Third, the role of the Food Security Commission (CSA) will 
be limited primarily to the management of a food security stock. Its 
operations have been reviewed and redefined, in consultation with the 
World Bank, to ensure that they will not hamper the development of 
private trading in the cereals market. Fourth, the Government, in 
collaboration with donors, will seek to promote transformation and 
marketing facilities for local cereals. Fifth, productivity is being 
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enhanced with a step-up in extension services. Sixth, the Government 
will review, before the beginning of the 1989 planting season, the 
regulations governing the use of irrigated Land in the Fleuve region to 
encourage private investment in high-yield crops. Seventh, the 
Government will establish a plan of action, by end-December 1988, for a 
reform of the agricultural credit system, with a view to permitting 
farmers and Local cooperatives access to financial intermediation while 
avoiding any subsidies. In this regard, it will prepare a timetable for 
the withdrawal of the rural development agency in the Fleuve region 
(SAED) from financial intermediation. 

13. With regard to the groundnut sector, the Government has reduced 
significantly the subsidy to the sector by Lowering the producer price 
from CFAF 90 per kilogram to CFAF 70 per kilogram for the 1988/89 crop 
season. Based on projected world prices for groundnut oil, the subsidy 
to the sector is projected to be reduced from 1.5 percent of GDP for the 
1987188 crop to 0.3 percent of GDP for the 1988/89 crop. Furthermore, a 
major study of the groundnut sector will be completed by end-September 
1988 and, on this basis, a plan of action will be elaborated by 
end-1988, in consultation with the Fund and the World Bank. The plan of 
action will include a timetable for specific measures aimed at reducing 
costs and gradually re-establishing, starting with the 1988/89 harvest, 
financial balance in the groundnut sector, assuming the continuation of 
current world market prices. The plan will also include measures to 
expand the production of confectionery groundnuts and to reorient, in 
due course, the export strategy of SONACOS. Pending the implementation 
of this plan, the Losses incurred by the sector, in respect of the 
1987188 harvest, and which are included in the 1988189 budget, will be 
calculated by taking into account the Government’s share in SONACOS’ 
actual profits at the end of its fiscal year. These profits will 
continue to be calculated on the basis of the company’s actual operating 
costs, selling prices, and receipts, in conformity with prevailing 
accounting practices in Senegal. SONACOS will give detailed information 
on the quantities and prices of its sales, to enable the Government, in 
consultation with the Fund and the World Bank, to revise, as needed, its 
agreement with SONACOS. 

14. With regard to industrial policy, the Government will continue its 
strategy to consolidate and strengthen the industrial sector. 
Accordingly, the final phase of the rationalization of the system of 
effective protection entered into effect in July 1988. The Government 
has already eliminated reference prices for customs valuation, except 
for specific products for which underinvoicing and dumping practices 
remain common. The Government will also renegotiate the special 
agreements that grant tax advantages to certain enterprises beyond those 
envisaged under the Investment Code, and will not enter into any new 
such agreements, except for investments covered by the Mining and 
Petroleum Codes. The Government will, within its prerogatives, follow 
up on the recommendations recently adopted with a view to improving 
Labor productivity. The recommendations comprise measures to improve 
the link between remuneration and productivity; revise the system of 
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employer contributions to social security; and define the rules 
governing the participation of workers in the capital and profits of 
enterprises. Furthermore, the provisions of the Labor Code will be 
implemented more flexibly so as to enable enterprises to optimize the 
size of their Labor force. To further reduce distortions, the 
Government will Lift all remaining price controls for goods and services 
by end-1988, except for the minimum producer prices for groundnuts, 
cotton and paddy, and the retail prices of sugar, rice, tomato 
concentrate, cooking oil, wheat flour, bread, charcoal, petroleum 
products, cement, public physicians' fees, and imported pharmaceutical 
products as well as the tariffs of electricity and water, and transpor- 
tation. Furthermore, in view of the incidence of the high cost of 
energy on industrial competitiveness, a plan of action will be prepared 
by March 1989, in collaboration with the Fund and World Bank staffs, to 
mobilize other domestic revenue sources and offset the Losses resulting 
from a possible adjustment in the domestic prices of energy. In the 
meantime, the Government will maintain the current structure of domestic 
energy prices unchanged through June 1989. 

15. The reform of the public enterprise sector will be stepped up in 
1988189 to give greater impetus to the process of divestiture. The 
Government, in collaboration with the World Bank, is reformulating its 
privatization policy of the ten enterprises identified for sale. Two 
will be rehabilitated prior to offering them for sale. A second set of 
eleven enterprises has now been identified for divestiture. The 
Government plans to launch an information campaign in the media to 
attract interested buyers. The Government will, on the basis of a 
timetable set up in collaboration with the World Bank, Liquidate those 
enterprises which cannot be privatized. In 1988/89, the rehabilitation 
of those enterprises remaining in the Government's portfolio will be 
undertaken in the context of contracts defining the measures to be 
implemented and the objectives of the enterprises. Four additional 
contracts (contrats-plans) will be signed by December 1988. In 
addition, based on the schedule elaborated with the World Bank, 
budgetary subsidies to the pubLic enterprise sector wiLL be reduced by a 
further 5 percent in 1988189. To improve the data base on the public 
enterprise sector, a monitoring unit will be set up, with financial and 
technical assistance from the World Bank. In addition, the procedure 
for the settlement of the cross-debts between the Government and public 
enterprises will be initiated in the context of the 1988189 budget. 

b. Financial oolicies 

16. The overall fiscal position, on a commitment basis and including 
grants, is programmed to turn around and record a surplus of 
CFAF 3.2 billion (0.2 percent of GDP). The remaining CFAF 8.5 billion 
of verified domestic payments arrears will be settled. In addition, the 
repayment of crop credit by the Government is estimated at CFAF 23 bil- 
Lion. Taking into account these factors, the overall fiscal deficit, on 
a cash basis, is projected at CFAF 28.3 billion (1.9 percent of GDP). 
This deficit is expected to be financed through external financial 
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assistance, which is estimated at CFAF 21.2 billion on a net basis. 
After repayment of the ONCAD debt of CFAF 8.6 billion, the Government’s 
net recourse to the domestic banking system is programmed at 
CFAF 4.3 billion. The remaining gap of CFAF 11.4 billion is expected to 
be covered through debt relief. 

17. Total revenue and grants are projected to increase by 13.2 percent 
to CFAF 302.7 billion, with grants expected to reach CFAF 31.9 bil- 
Lion. Total revenue is projected to increase by 9.5 percent, with tax 
revenue rising by 10.6 percent. The new tax regime applicable to 
projects financed through foreign assistance is estimated to yield some 
CFAF 3.5 billion in import duties and CFAF 1.5 billion in receipts from 
the value-added tax. Computerization of the customs department’s 
operations will become operative effective January 1, 1989; it is 
estimated that this will improve duty assessments and will yield some 
CFAF 2 billion in additional revenue in 1988189. The remainder of the 
tax revenue increase will require substantial improvements in tax 
assessment and collection efforts. An inventory of all taxpayers liable 
for indirect taxes and customs arrears has been established. Based on 
this, it is estimated that CFAF 4 billion in tax arrears can be 
collected during 1988189. A comprehensive survey of taxpayers is under 
way to update taxpayers’ files and identify new taxpayers in the 
informal sector; this will contribute to an expansion of income receipts 
from value-added, service, and business License taxes. In addition, a 
study will begin on the possibility of introducing the use of official 
billing documents by business taxpayers, with a view to enhancing 
accounting and recording practices for taxable transactions. Computeri- 
zation of the tax department will provide improved monitoring of the tax 
department’s operations. Motor vehicle tax operations will be 
computerized to reduce tax evasion. Penalties for late tax payments 
will be revised to discourage such acts by taxpayers and improve revenue 
performance. The fiscal cadastre work in the Dakar region will be 
accelerated, and its results will be used for all taxes Levied on real 
estate. The proceeds from the sale of the government-owned land have 
been conservatively projected at CFAF 2 billion. The financial surplus 
of the oil refinery (SAR) will continue to be mobilized in support of 
the budget; it is estimated at CFAF 36 billion for 1988/89. It will be 
paid in four equal installments. In preparation for introducing future 
tax reforms, studies on the extension of the value-added tax to the 
retail stage and on the establishment of a global single income tax to 
replace the existing schedular taxes will be finalized. The Government 
intends to conduct a comprehensive study on the domestic tax system and 
administration, with technical assistance from the Fund and the World 
Bank, to establish a more stable revenue base and to reduce the 
dependence on receipts from oil profits. Based on this study,‘a plan of 
action will be elaborated by March 1989. 

18. The growth of total expenditure and net Lending will be Limited to 
6.3 percent. Current expenditure, excluding interest due on government 
debt, will be contained at its 1987188 Level, implying a cut in real 
terms. To this end, the rise in the wage bill will be held to 
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2.2 percent, implying an upper Limit of CFAF 125 billion. No general 
salary increase will be granted and the wage drift will be restrained. 
The total number of the civil servants will be reduced from 67,100 at 
end-June 1988 to 66,500 by end-June 1989. The reduction takes into 
account the projected departure of civil servants reaching retirement 
age; the limitation of new recruitment to the graduating class of the 
Government’s national schools* , and an increase in voluntary 
departures. In this regard, the Government will initiate, with 
bilateral and multilateral technical and financial assistance, a program 
that will provide incentives Eor voluntary departures for civil servants 
who are deemed not to be vital for the functioning of the administra- 
tion. Transportation, housing, and hospitalization allowances will be 
frozen at their 1987/88 levels. To allow for the efficient functioning 
of essential services, particularly the Treasury, the customs 
administration and the tax departments, and to ensure adequate 
provisions for maintenance, the allocations for materials and supplies 
will be increased; however, as the outlays associated with the February 
1988 elections will not recur in 1988/89, the total for this category 
will remain virtually unchanged. Expenditure saving measures will 
continue to be strictly enforced, particularly regarding the use of 
electricity, water, gas, and telecommunications. Total transfers and 
subsidies will be curtailed mainly on account of the reduction in 
transfers to public enterprises. Consistent with the public investment 
program, capital investment expenditure has been set at CFAF 44 billion, 
with the increase of CFAF 5 billion representing payment of taxes on 
foreign-financed projects under the new legislation. The deficit on the 
treasury special accounts is projected to decline, while the overall 
position of the treasury correspondents is projected to turn around into 
a deficit, as contributions of the Price Equalization and Stabilization 
Fund (CPSP) to the budget will be reduced to CFAF 3.0 billion following 
the reduction in the retail price of rice. In this context, the CPSP 
will ensure that its rice imports are effected at the lowest possible 
price. Concerning the import price of wheat, the Government will take 
necessary steps to renegotiate, at the Latest in November 1988, the 
agreements it has signed with the flour millers with the aim of 
maximizing the profit from this product. The objective of this 
renegotiation would be, in particular, to put in place an international 
public bidding system for wheat purchases. Pending the implementation 
of the new system, upon the expiration of the current agreement by 
November 1989, practical modaLities wiLL be put in place in order to 
align the reference price of imported wheat with the Lowest world price, 
taking into account any subsidies from exporting countries. These 
modalities will involve, among other things, formal consultations based 
on the widest possible sample of wheat exporters. Finally, to 
strengthen the position of the special and correspondent accounts of the 
Treasury, the Government will take measures, based on the recommenda- 
tions of a Fund technical assistance mission, aimed at reinforcing 
fiscal discipline in the management of those accounts, integrating 
several accounts into the budget, and eliminating inoperative accounts. 
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19. A cautious credit policy, consonant with the objectives of the 
program, will be pursued in 1988189. In view of the improved budgetary 
position, the growth in net bank credit to the Government will be held 
to 1.2 percent of beginning money stock. The growth in ordinary credit 
will be Limited to 3.3 percent of beginning money stock; the economy 
will, in addition, benefit from the repayments of arrears by,the 
Government. In view of the repayment of the high Level of crop credit 
outstanding at end-June 1988, crop credit is projected to decline by 
7.5 percent of beginning money stock. Accordingly, total domestic 
credit is programmed to decline by 3.0 percent of beginning money 
stock. This is expected to contribute to reversing the exceptional 
private capital outflows which occurred in 1987/88. Taking into account 
the balance of payments objective, domestic Liquidity is programmed to 
grow by 5.2 percent. 

20. The Government will launch in 1988189 a major reform of the banking 
system, which is facing serious liquidity difficulties, stemming mainly 
from sizable nonperforming Loans and management problems. To develop a 
medium-term strategy, the Government has held a number of meetings with 
bilateral and multilateral donors and creditors, including the Fund and 
the World Bank staffs. At the last meeting on October 30-31, 1987, a 
detailed report prepared by the Government was reviewed. The general 
recommendations comprised mobilising an external Loan for the repayment 
of government-guaranteed debt vis-i-vis banks; consolidating certain 
debit balances of banks with the central bank; reducing the share of 
government participation in banks and attracting private shareholders; 
increasing banks’ own resources; recovering Loans from the private 
sector; and restructuring, Liquidating, or merging certain banks. In 
addition, the central bank would strengthen the supervision and control 
of bank operations. The preparatory work has been continued, in 
collaboration with major multilateral institutions and bilateral donors, 
with a view to putting in place a comprehensive reform program by 
end-1988. In the meantime, specific restructuring and rehabilitation 
programs are under way. In accordance with a restructuring plan, the 
Banque Conunerciale du Senegal (BCS), was Liquidated in 1987, and its 
assets and liabilities taken over by a new bank, ASSURBANK; the 
Government guaranteed the nonperforming Loans of the bank in an amount 
of CFAF 4.4 billion, while the central bank consolidated its debit 
balance in an amount of CFAF 3.7 billion. The Banque Internationale de 
L’hfrique de L’Ouest-Senegal (BIAO-S) has adopted a wide-ranging 
restructuring plan, to be implemented 'starting July 1, 1988. This plan 
includes the dismissal of 166 employees, corresponding to half of the 
staff; the closure of all branches ; and the discontinuation of the 
smaller accounts. The Union S&negalaise de Banque (MB) benefited in 
November 1987 from a moratorium consolidating its debit balance in an 
amount of CFAF 21.9 billion and the refinancing of certain nonperforming 
Loans. Negotiations have been actively pursued with USB’s foreign 
commercial bank partner, with a view to reducing the Government’s share 
from 62.5 percent to Less than 25.0 percent and extending a management 
contract to its partner. In the meantime, the USB has effected a 
compression in its staff and is implementing cost-reducing measures. 
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The national ad hoc committee for the restructuring of the banking 
system adopted a rehabilitation plan for the Banque Nationale de 
Developpement du Senegal (BNDS) in June 1988, and transmitted it for 
approval to the BCEAO. The authorities are reviewing similar plans for 
the other commercial and development banks in difficulty. 

C. The external sector 

21. The effective implementation of the above policies is expected to 
contribute to an improvement in the external sector of Senegal. Export 
receipts are projected to rise by nearly 12 percent, mainly on account 
of a strong expansion in exports of groundnut oil. The combination of a 
bumper crop and delayed sales in 1987/88 is expected to Lead to an 
increase of some 23 percent in the volume of groundnut oil exports. 
This, together with the recent upsurge in the international price of 
groundnut oil, is expected to result in an increase in export receipts 
from the groundnut sector of nearly 44 percent. By contrast, the import 
bill is projected to rise by Less than 7 percent, reflecting the tight 
financial policies and a reduction of about 2 percent in the volume of 
petroleum products imports. Thus, notwithstanding an increase in 
scheduled interest payments on external public debt, the external 
current account deficit, excluding official grants, is projected to be 
reduced further from 9.9 percent of GDP in 1987/88 to some 9.1 percent 
of GDP in 1988189. Private capital flows are expected to be reversed, 
reflecting the nonrecurrent nature of the exceptional factors that 
prevailed in 1987188 and the tight financial policies pursued in 
1988/89. On the basis of prospective disbursements of official grants 
and external Loans, and taking into account the scheduled amortization 
on the external public debt, the overall balance of payments surplus, 
before debt rescheduling, is projected to amount to CFAF 4.5 billion in 
1988189. Taking into account debt relief already obtained, the 
programmed improvement in Senegal’s operation account of CFAF 36.1 
billion, and projected net drawings from the Fund, an external financing 
gap of CFAF 14.9 billion remains. This gap is expected to be covered by 
debt relief under the auspices of the Paris Club as well as from other 
creditors. 

22. Given the heavy external debt burden, the Government recognizes the 
need to continue to pursue a prudent external debt policy, with a view 
to reducing the debt service to a more manageable Level. Hence, the 
Government will not contract or guarantee any new nonconcessional 
external Loans beyond the limits established in the annexed table, 
except for normal import-related credits. These Limits will not include 
borrowings by the multinational companies Air Afrique and Agence pour la 
Securitd de La Navigation Adrienne (ASECNA) or new borrowing for 
refinancing existing debts in the context of debt reschedulings. 
Furthermore, during the program period, there will be no accumulation of 
external payments arrears. 
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d. Performance criteria and benchmarks 

23. The proposed quantitative benchmarks and performance criteria are 
shown in the annexed table. These comprise ceilings on net domestic 
assets of the banking system and net bank credit to the Government; 
repayment of domestic payments arrears of the Government and public 
agencies; avoidance of domestic and external payments arrears; repayment 
of the 1986187 crop credit; repayment of ONCAD debt and other debts to 
Local banks; and cumulative Limits on the contracting of government or 
government-guaranteed nonconcessional external debt. For purposes of 
monitoring the program, quantitative targets for end-December 1988, 
end-March 1989, and end-June 1989 have been established as benchmarks. 
Those for end-December 1988 will also constitute performance criteria. 
The quantitative benchmarks for the first half of 1989 are indicative in 
nature, and definitive benchmarks will be established at the time of the 
midterm review of the program with the Fund to be completed by mid-March 
1989. At the time of the mid-term review, understandings on credit and 
interest rate policies will be reached, particularly in Light of the 
evolution of private capital flows. In addition, the standard clauses 
regarding the exchange and payments system will constitute performance 
criteria. 

24. The following are proposed as structural benchmarks: (1) the 
elimination of price controls, with the exception of the above-specified 
strategic or essential products, by end-December 1988; (2) the 
completion by end-March 1989 of the action plan on energy prices and 
appropriate compensatory revenue measures; and (3) the adoption by 
end-June 1989 of a three-year public investment program for 
1989/90-1991192 consistent with Senegal’s macroeconomic objectives. The 
completion by end-December 1988 of a plan of action for the gradual 
reduction in the deficit of the groundnut sector, including the 
streamlining of the operations of the groundnut oil processing company 
(SONACOS), shall constitute a structural performance criterion. 
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Change from July 1, 
1988 to End- 

Stock at 1988 1989 
end-June 1988 Dec. March June 

Perf. Indicative 
crlt. benchmarks 

I. Financial benchmarks 
(In billions of CFA franc;) 

Net domestic 888ets of the 
banking systemL/ 21 A! 

Credit to the Government (net) II 21 -- 

Payment8 arrears of Government and 
public agencies 

1. Domestic 

2. External 

582.2 

149.9 

-31.8 0.2 -10.2 

6.7 14.7 4.3 

Repayment of 1986187 crop credit 

Repayment of ONCAD debt 

New external borrowing on noncon- 
cessional terms by the Government 

8.5 - 

-- 
- 

1.5 - 

76.6 

-2.5 y -5.0 y -8.5 y 

-- -- -- 

-1.5 -1.5 -1.5 

-4.3 4/ -6.4 “! -8.6 y 

(In &lllions of SDRa) 

or with government guarantee L/ 

1. Short-term (lesa than 1 year) 
2. l-5 years’ maturity 
3. 1-12 pears’ maturity 

-- -- -- 
-- -- 

24.0 24.0 -- 24.0 

II. Structurel meaeuree 

1. Benchmarke Date 

(a) Elimination of price controls, with the exception of 
those on certain strategic or essential products. 
(b) Completion of a plan of action to reduce energy prices 

End-December 1988 

and to take compensatory revenue measures. 
(c) Adoption of m three-year public investment program for 
1989/90-1991192. 

End-March 1989 

End-June 1989 

2. Performance criterion 

(8) Completion of a plan of action for the gradual reduction 
of the deficit of the groundnut eector. Including streamlining 
the operationa of the groundnut oil processing company (SONACOS). End-December 1988 

Source: Appendix II, Annex. 

A/ The program 888~1~8 that Senegal will receive a cumulative smount of external budgetary 
assistance (excluding grants) beginning July 1. 1988 of CPAF 35.0 billion through December 31. 
1988, of CPAP 45.0 billion through t4arch 31, 1989, and of CFAF 53.2 billion through June 30, 
1989. In the event that the external budgetary assistance (excluding grants) exceeds the above 
*QJ0unts, the changes will be reduced pro tanto, net of any budgetary asalstance used to 
accelerate: (a) the reduction in payments arceara of the Government and public agencies; and 
(b) the repayment of ONCAD debt. 

11 The program does not envisage the receipt by Senegal of any extrabudgetary external financial 
aeslatence during the period July 1, 1988-June 30, 1989 that would have the effect of Improving the 

net position of the Government vls-a-vie the banking system. Should such asalstence be received. 
hovever , the changes vi11 be reduced pro taoto. net of any expenditure tied to such assistance. 

L/ The program envisages a reduction In crop credit of CFAF 45.8 billion during the period 
July I-December 31, 1988; a reduction of CFAF 15.8 bilIion during the period July 1, 1988~March 31, 

1989; and a reduction of CFAF 25.8 billion during the period July 1, 1988-June 30, 1989. In the 
event that the variation in crop credit is lover or higher than these amount@, the variation In net 
domestic assets will be adjusted downward or upward pro tanto. In addition, the verlatlon In net 
domestic aaaetm will be adjusted by the amount of the 1987/88 crop credit that would be 
reclassified in December 1988. 

41 In the event of a ehortfall in the cufnuletlve projected budgetary assistance. the changes 
vi11 be adjusted accordingly to compensate For the shortfall. 

L/ The exchange rate applicable to these borrowings will be the rate of the SDR vis4-vis the 
contract currency on June 30, 1988, as reported in International Financial Statlatics. For debts 
dirccty contracted by the Government, the loan will co”nt toward the Ceiling on the date of the 
signature. For debts guaranteed by the Government, the full amount of the loan vlll count toward 
the ceiling on the date of full or first partial guarantee, whichever Is earlier. For the purposes 

of this ceiling, the length of the loan is deemed to be from the date of signature or the date that 
the loan enters into effect (vhlchever is later) until the last scheduled amortlzatlon payment. 
Loans on concessional terms as defined by the OECD Development Aeslstance Committee are excluded 
from these ceilings. 
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Senegal - Relations with the Fund 
(As of September 30, 1988) 

I. Membership status 

a. Date of membership 

b. Status 

A. Financial Relations 

August 31, 1962 

Article XIV 

II. General Department 

General Resources Account 

a. Quota SDR 85.1 million 

b. Total Fund holdings of Senegal's currency SDR 257.45 million, 
equivalent to 302.52 
percent of quota. 

C. Fund credit SDR 173.33 million, 
equivalent to 203.68 
percent of quota, 
of which: SDR 60.92 
million (71.59 percent 
of quota) under credit 
tranches; SDR 7.82 
million (9.19 percent 
of quota) under the EFF; 
SDR 6.98 million 
(8.20 percent of quota) 
under the SFF; and 
SDR 97.61 million 
(114.70 percent of 
quota) under the EAR. 

d. Reserve tranche position 

Special Disbursement Account 

Structural adjustment facility 

SDR 0.99 million 

SDR 42.55 million 
(amount disbursed) 
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III. Previous stand-by and extended arrangements 

a. One-year stand-by arrangement, approved on March 30, 1979, in an 
amount equivalent to SDR 10.5 million (25 percent of the existing quota); the 
full amount was purchased. 

b. An extended Fund facility, approved on August 8, 1980, in an amount 
equivalent to SDR 184.8 million (440 percent of the existing quota); only 
SDR 41.1 million was utilized, and the EFF was canceled on September 10, 1981 
and replaced by a one-year stand-by arrangement. 

c. One-year stand-by arrangement, approved on September 11, 1981, in an 
amount equivalent to SDR 63.0 million (100 percent of the existing quota); the 
full amount was purchased. 

d. One-year stand-by arrangement, approved on November 24, 1982, in an 
amount equivalent to SDR 47.25 million (75 percent of the existing quota); 
only SDR 5.9 million was utilized upon Fund approval, and the stand-by 
arrangement was canceled on September 18, 1983 and replaced by another one- 
year stand-by arrangement. 

e. One-year stand-by arrangement, approved on September 19, 1983, in an 
amount equivalent to SDR 63.0 million (100 percent of the existing quota); the 
full amount was purchased. 

f. An 18-month stand-by arrangement, approved on January 16, 1985, in 
an amount equivalent to SDR 76.6 million (90 percent of quota, or 60 percent 
of quota on an annual basis); the full amount was purchased. 

g= One-year stand-by arrangement, approved on November 10, 1986, in an 
amount equivalent to SDR 34.0 million (40 percent of quota), together with a 
three-year arrangement under the structural adjustment facility (SAF) in an 
amount equivalent to SDR 54.04 million (63.5 percent of quota); the full 
amount under the stand-by arrangement was purchased, and the first loan under 
the SAF equivalent to SDR 17.02 million was disbursed. 

h. One-year stand-by arrangement, approved October 26, 1987 for an 
amount equivalent to SDR 21.275 million (25 percent of quota) together with 
the second annual arrangement under the SAF for an amount equivalent to 
SDR 25.53 million (30 percent of quota); the loan under the SAF and the full 
amount of the stand-by arrangement have been disbursed. 
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IV. Financial obligations due to the Fund 

(In 

APPENDIX III 

Overdue 
Financial 

Obligations Principal and interest due 
09/30/88 1988 1989 1990 1991 

Oct.-Dec. 

Principal -- 14.7 47.2 40.7 34.6 - m - - 

Repurchases -- 14.1 43.4 39.7 34.5 
Trust Fund repayments Be 0.6 3.8 1.0 0.1 

Charges and interest 
including SDR, Trust 
Fund and SAF -- 1.7 13.0 10.0 7.3 - v - 

Total -- 16.4 60.2 50.7 41.9 - P - - 

V. SDR Department 

a. Net cumulative allocation SDR 24.46 million 

b. Holdings SDR 1.01 million 
(4.14 percent of 
the net cumulative 
allocation) 

VI. Administered accounts 

a. Trust Fund loans 

Disbursed 

Outstanding 

b. SFF Subsidy Account 

Payments by the Fund 

SDR 33.23 million 

SDR 5.61 million 

SDR 7.65 million 
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B. Nonfinancial Relations 

VII. Exchange rate arrangements 

Senegal’s currency, the CFA franc, is pegged to the French franc, which 
is the intervention currency, at the rate of CFAF 1 
rate at end-August 1988 was CFAF 409.96 = SDR 1. 

VIII. Last Article IV consultation and midterm 
review under stand-by arrangement 

(a) 1987 Consultation 

The 1987 Article IV consultation was concluded 

= F 0.02. The exchange 

on March 25, 1987. 

(b) Review Under Stand-By Arrangement 

The discussions on the midterm review under the last one-year stand-by 
arrangement were held in Dakar during the period December 4-21, 1987. The 
staff report (EBS/88/52) was discussed by the Executive Board on March 29, 
1988, and the following decision was adopted: 

1. Senegal has consulted with the Fund in accordance with paragraph 4(b) 
of the stand-by arrangement for Senegal (EBS/87/205, Supplement 1) and 
paragraphs 31 and 34 of the letter of intent from the Minister of Economy and 
Finance dated September 18, 1987, attached to the stand-by arrangement, in 
order to assess the progress made in the implementation of the program and to 
establish suitable performance criteria for the remaining period of the stand- 
by arrangement. 

2. The letter from the Secretary of State attached to the Minister of 
Economy and Finance dated March 1, 1988 and the table annexed to that letter 
shall be attached to the stand-by arrangement for Senegal, and the letter of 
September 18, 1987 and the table annexed to that letter shall be read as 
supplemented by the letter dated March 1, 1988 and the table annexed to that 
letter. Accordingly, references in paragraphs 4(a)(i) and 4(a)(ii) of the 
stand-by arrangement for Senegal to paragraph 27 of the letter of September 
18, 1987 and the table annexed to that letter, relating to the limit on net 
domestic assets of the banking system and the limit on net bank claims on the 
Government, shall comprehend a reference to paragraph 11 of the letter dated 
March 1, 1988, and to the table annexed to that letter. 
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Senegal - Relations with the Fund (continued) 
(As of September 30, 1988) 

3. The Fund decides that the review contemplated in paragraph (b) of the 
stand-by arrangement for Senegal is completed. 

IX. Technical assistance 

a. Central Banking Department 

b. Fiscal Affairs Department 

An external debt expert was 
assigned as a consultant to 
the Ministry of Economy and 
Finance during the period 
January 1984-December 1985. 

A consultant from the fiscal 
panel assisted a unit in the 
Ministry of Economy and 
Finance during the period 
October 1981-January 1982 
in taking stock of government 
payments arrears. 

A team of two Fund staff 
members and a member of the 
fiscal panel provided technical 
assistance in the customs and 
internal revenue fields during 
a period of three weeks in May 
1985. Follow-up technical 
assistance was provided by a 
Fund staff member and a member 
of the fiscal panel for two weeks 
in October-November 1985 and one 
week in February 1986. 

A Fund staff member participated 
in May 1986 in a World Bank 
mission to assist the authorities 
with a revision of the customs 
tariffs, and with a simplifica- 
tion and rationalization of the 
tariffs structure and 
nomenclature. 
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Senegal - Relations with the Fund (concluded) 
(As of September 30 1988) 

A member of the fiscal panel was 
assigned as Tax Advisor to the 
Ministry of Economy and Finance 
for an initial period of six 
months effective June 1986. 
His term has been extended by one 
year to November 1988. 

A team of one Fund staff member 
and a member of the fiscal panel 
provided technical assistance 
in the area of budgeting and 
Treasury accounting for a period 
of three weeks in March 1988. 

c. Bureau of Statistics 

X. Fund resident representative 

Technical assistance was provided 
in the area of government finance 
statistics in September-October 
1982 and again in May 1984, 
in the area of balance 
of payments statistics in 
February 1984, as well as in the 
area of monetary statistics in 
May 1985. 

Stationed in Dakar since 
July 24, 1984. 
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Senegal - Relations with the World Bank Group 

Commentary on lending operations 

1. The World Bank’s assistance strategy in Senegal is designed to 
support a far-reaching medium- and long-term structural adjustment 
program. The main objectives of this strategy are to assist the 
Government in (a) addressing the central issues of economic management 
by promoting institutional reforms in the parapublic sector, investment 
programming and budgeting process, and by improving the efficiency of 
the civil service and reducing its costs; (b) developing and diversify- 
ing the productive base by implementing appropriate private sector 
incentive policies, reducing input costs and in general improving the 
investment climate, and (c) improving the effectiveness of external 
assistance by acting as a focal point for increased aid coordination 
among the donors. 

2. As of June 30, 1988, the World Bank Group had approved 
86 operations in Senegal for a total of USS897.2 million, consisting of 
55 IDA credits (including 3 special fund credits) and 20 Bank loans, 
together with two SFA and 9 IFC operations. Physical execution of most 
projects is progressing reasonably well. The attached table contains 
the latest disbursement status of World Bank and IFC operations in 
Senegal. 

3. Past projects strongly supported modernization and expansion 
of the country’s infrastructure, particularly its transport systems 
(highways, rails, port, and airports). However, in view of the 
financial difficulties in supporting new investments, emphasis has 
shifted to better utilization and maintenance of existing facilities, 
and on helping the Government resolve some of the key issues related to 
long-term development prospects. Ongoing or planned operations for 
agricultural research, irrigation, education development, and financial 
sector reforms relate to both of these concerns. 

4. Over the next three-year period (FY89-91), the Bank’s lending 
program, on present planning, is expected to amount to about US$227 mil- 
lion, all of which would be on IDA terms. About US$160 million was 
committed in FY87, including the third structural adjustment credit 
(SAL III) of US$93 million, which was approved in May 1987, and 
US$130 million in FY88. The policy-based operations, financed partly 
out of the Special African Facility, aimed at increasing the efficiency 
of public sector management and restoring public sector savings through 
an acceleration of the parapublic sector reform, extending the reform of 
production and private investment incentives in agriculture and 
industry, and rehabilitating the financial sector and improving 
financial intermediation. While the specific targets of the program had 
been met and the third and last tranche was disbursed in mid-1988, the 
desired supply response has been lagging. An intensification and 
deepening of the adjustment process is clearly indicated. 
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rg operations (As of June 30, 1988; in ndllions of U.S. dollars) 

!.&enteenlcmsand3O 
credits fully disbursed 

Structural adjustmnt 
andtechnicalassistance 

Agriaiku.re,livestock, 
andforemy 

Eraergy, fndu-7, and 
tourism 

Transport andtek 
cxxmxmicgtions 

urban &velopment, 
educatiun,andhedlth 

Total 

Less: repaidorsold 

Total comitted 
HeldtyTBRD 

IIM 
IFC 

Annual IBRwm 
operations 2/ 

1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 

1987 
1988 (June) 

Source: WorldBankGroup. 

invesbnentparticlpatims 

Total of which: Total of vhich: 
conudtnoents undisbursed aYlmIitments undisbursed 

431.43 C-1 

81.15 (28.50) 

89.50 (52.48) 

92.80 (56.67) 

45.l.5 (24.06) 

102.50 (68.21) 

843.53 (229.92) 

CamniEments 

36.3 
19.6 
37.3 
32.5 
57.6 
93.9 
18.8 
59.1 
34.2 
24.2 
72.4 

163.6 
129.6 

- c-1 

- (-1 

5.0 t-1 

48.65 (3.3) 

- C-1 

- 
- (=I 

53.65 (3.3) 

Disbur-ts Repqmnts 

16.7 0.3 
20.7 0.6 
16.3 1.8 
27.2 2.6 
30.0 2.1 
69.4 2.4 
25.8 3.1 
31.8 5.6 
29.0 5.9 
33.7 6.0 
77.7 9.9 
84.3 Il.6 

. 
0 

Grand 
total 

431.43 

81.15 

94.50 

141.45 

46.l.5 

102.50 

897.18 

90.49 

806.69 
86.38 

700.82 
19.46 

138.8 8.8 

0 

I./ kss c23ncellations. 
ZJ Ekldofperiod. 
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Senegal - Statistical Issues 

1. Outstanding statistical issues 

a. Real sector 

The weighting base of the consumer price index (based on a 1961 
household budget survey) is outdated and the coverage is limited to 
Dakar. The authorities are considering undertaking a comprehensive 
survey to compile a new Consumer Price Index (CPI). 

There is a need to improve the currentness of data on national 
accounts and external trade. 

b. Government finance 

Annual data published in IFS cover consolidated central government 
operations, including extrabudzary and social.security operations, 
through 1983, as reported for publication in the 1987 Government Finance 
Statistics Yearbook. 

Data published in the 1987 Government Finance Statistics Yearbook 
cover consolidated central government operations as explained above. 
Data on central government capital expenditure and lending minus 
repayments and on local government operations are not included. Data 
for 1984 have been received for publication in the 1988 GFSY. 

C. Monetary accounts 

A technical assistance mission to the BCEAO headquarters in May 
1985 recommended some improvements in the compilation of money and 
banking statistics for the BCEAO countries; while some recommendations 
have been implemented, the implementation of the remaining recommenda- 
tions would result in improvements in the monetary data in terms of 
their sectorization and classification as well as their overall quality. 

2. Coverage, Currentness, and Reporting of Data in IFS 

The table below shows the currentness and coverage of data 
published in the country page for Senegal in the October 1988 issue of 
IFS. The data are based on reports sent to the Fund’s Bureau of 
Statistics by the Banque Centrale de l’hfrique de 1’0uest (BCEAO). 
During the past year, these data have been provided on a regular basis, 
although their currentness could be improved. 
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Senegal - Statistical Issues (concluded) 

2. Status of IFS data 

Real Sector 

Government Finance 

Monetary Accounts 

Interest Rates 

External Sector 

National Accounts 
Prices 
Production (Indus.) 
Employment 
Earnings 

Latest Data in 
Oct. 1988 IFS 

1984 
April 1988 
43 1987 
n.a. 
n.a. 

Deficit/Surplus 1983 
Financing 1983 
Debt 1983 

Monetary Authorities 
Deposit Money Banks 
Other Banking 

Institutions 

March 1988 
March 1988 

Discount Rate 
Bank Lending/ 

Deposit Rates 
Bond Yields 

March 1988 11 

March 1988 

March 1988 
March 1988 

Merchandise Trade: 
Values: 1986 
Unit values of exports 

and imports 1984 
Balance of payments 1984 
International Reserves June 1988 
Exchange Rates Aug. 1988 

L/ Dates relate only to deposits with the Savings Bank. 
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Medium-Term Outlook for the Balance of Payments 

1. Baseline scenario 

The baseline scenario underlying the policy framework paper takes 
into account the impact of the policies envisaged under the program, the 
latest developments in the Senegalese economy, the continuation of 
normal weather conditions, and the international price projections 
provided in the latest World Economic Outlook (WEO). This indicates an 
improvement during 1988/89-1990191 in Senegal’s-&ns of trade of 
6.3 percent cumulatively. 

Exports are expected to increase by 11.8 percent in 1988189, and to 
average an annual rate of about 12.7 percent over the 1989/90-1990191 
period. The good harvest and the carry-over of stocks from 1987188 will 
permit an increase in the volume of groundnut oil exports of 23.9 per- 
cent in 1988189. Thereafter, the volume of groundnut oil exports is 
projected to increase at an average annual rate of 3.0 percent. Export 
unit values of groundnut oil are projected to increase by 19.0 percent 
in 1988/89, reflecting the drought conditions in other countries 
producing crops utilized for manufacturing edible oils. However, as 
world supply conditions improve in the following years, the world price 
of groundnut oil is projected to decline by 1.0 percent in 1989190, 
before increasing at an average annual rate of 5.8 percent in the 
following two years. These prices, which are in line with those 
envisaged in the WEO, also take into consideration the fact that 
Senegal’s recordexxport unit values of groundnut oil are, on average, 
some US$50 per ton higher than those used for the WEO. Thus, export 
earnings from groundnut products are estimated to Grease from 
CFAF 33.2 billion in 1987188 to CFAF 47.7 billion in 1988189, and to 
CFAF 53.1 billion in 1990/91, a level still lower than that attained in 
1983184. Other exports are projected to increase at an average annual 
rate of 6.5 in volume and 11.2 percent in value. Export earnings from 
fish products, Senegal’s largest export item, are projected to increase 
at an average annual rate of 9.6 percent on account of an expansion in 
volume averaging 8.2 percent per year. After declining sharply in 
1987188, as a result of marketing difficulties in neighboring countries, 
exports of petroleum products are projected to recover in following 
years, increasing by 11.1 percent per year in volume terms. 

Import payments are projected to increase at an average annual rate 
of 6.7 percent during the program period, with an average annual 
increase of 3.0 percent in volume terms. The imports bill for petroleum 
products is projected to decline by 6.0 percent in 1988189, owing to a 
2.0 percent fall in volume terms on account of stocks carried over from 
1987188 and lower world prices, and to increase thereafter at an average 
annual rate of 8.8 percent through 1990/91, with an annual average 
volume increase of 3.5 percent. Non-oil import payments are projected 
to increase at an average annual rate of 7.1 percent with a 3.3 percent 
annual growth in volume terms. Import payments of food products are 
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projected to increase by about 10.0 percent per year, on account of a 
sharp increase in the volume of rice and wheat imports in 1988189, 
reflecting delays in the arrival of imports ordered in 1987188 and the 
recent increase in the world price of rice. The value and volume of 
intermediate and capital goods imports are projected to increase at an 
average annual rate of 7.2 percent and 3.9 percent, respectively. 

Reflecting these factors, the trade deficit is expected to narrow 
from CFAF 70.7 billion in 1987/88 to CFAF 64.0 billion in 1988189 and to 
CFAF 39.2 billion in 1990/91. The deficit on the service account is 
pro jetted to widen marginally, while public transfers are expected to 
increase further. The current account deficit, excluding official 
transfers, is projected to improve over the medium term, from 
9.9 percent of GDP in 1987188 to 9.1 percent of GDP in 1988189, and 
6.5 percent of GDP in 1990/91. Taking into account the projected 
decline in the external financing requirements of the budget, as well as 
scheduled external public debt amortization, net public capital inflows 
are projected to decline during the program period from CFAF 84.0 bil- 
lion in 1987188 to CFAF 60.1 billion in 1988189 and to CFAF 18.0 billion 
in 1990/91. The private capital outflows which took place in 1987/88 
are projected to be reversed starting in 1988189, as the exceptional 
factors that prevailed in 1987/88 are not expected to recur. 
Thereafter, private capital inflows are projected to stabilise, as a 
result of the improved economic environment. Hence, the overall balance 
of payments, before debt rescheduling, is projected to turn from a 
deficit of CFAF 36.7 billion in 1987188 to a surplus of CFAF 4.5 billion 
in 1988/89, and to reach CFAF 7.9 billion in 1990/91. This improvement, 
together with the net drawings from the Fund, should enable Senegal to 
reconstitute its external reserves position, as Senegal’s debit position 
in the operations account amounted to CFAF 58.3 billion at end-June 
1988. 

Senegal’s debt service burden is projected to decline over the 
medium term as the authorities are committed to a prudent external debt 
management policy. The scheduled debt service before debt relief is 
projected to stabilise at 30 percent of exports of goods, services, and 
private transfers in 1988189, and to decline gradually in subsequent 
years to 26.8 percent in 1990/91. The decline reflects mainly lower 
scheduled interest payments resulting from an improved debt profile, and 
a reduction in the debt service ratio to the Fund from 5.4 percent in 
1987188 to 3.5 percent by 1990/91. 

2. Alternative scenarios for the balance of payments 

Senegal’s medium-term outlook for the balance of payments is 
sensitive to changes in the underlying assumptions. To illustrate the 
sensitivity of the balance of payments, two alternative scenarios are 
presented in Table 5. Scenario I illustrates the consequences of a 
recurrence in adverse weather conditions. If two consecutive years of 
droughts were to occur in 1988189 and 1989/90, the decline in 
agricultural production is assumed to lead to a decline in the volume of 



- 73 - APPENDIX VI 

exports of groundnut oil to 69.5 thousand tons in 1989/90 and 1990/91, 
the same level recorded during the last drought in 1984185, compared 
with 195.6 thousand tons and 201.5 thousand assumed in the program, 
respectively. Imports of rice are assumed to increase to 447.5 thousand 
tons and 455.0 thousand tons in 1988189 and 1989/90, compared with a 
program projection of 252.0 thousand tons and 259.3 thousand tons, 
respectively. Similarly, wheat imports are assumed to increase to 
135.6 thousand tons and 139.5 thousand tons, compared with the program 
projections of 115.0 thousand tons and 118.3 thousand tons, 
respectively. In these circumstances, the external current account 
deficit, excluding official grants, would rise to 9.9 percent of GDP in 
1988189 and 6.6 percent in 1990191. The overall balance of payments, 
before debt rescheduling, would record a deficit of CFAF 7.9 billion in 
1988/89 and CFAF 24.5 billion in 1990/91. Thus, the financing gap would 
be higher in each year of the program period, thereby postponing the 
achievement of a viable balance of payments position beyond the end of 
this decade. Scenario 11 assumes an improvement in Senegal’s terms of 
trade relative to the baseline scenario. It is assumed that the unit 
value of exports will be one percentage point higher and that of imports 
one percentage point lower during the program period. In this case, the 
current account deficit, excluding official grants, would be reduced to 
8.7 percent of GDP and 5.2 percent of GDP in 1988189 and 1990/91, 
respectively. The financing gap would be reduced to CFAF 9.3 billion in 
1988189 and eliminated by 1989/90. 



Senegal - Selected Social and Demographic Indicators 

Area Gross Domestic Product 

Total 196,200 sq. km. 
Agricultural 55.7 percent of total 

Per capita(1987) SDR 537 

Population (1987) 

6.8 million 
Rate of growth (1980-86) 2.9 percent per annum 

Population characteristics (1980-87) Health (1980-87) 

Crude birth rate (per thousand) 46.0 
Crude death rate (per thousand) 19.0 
Life expectancy at birth (years) 47.0 
Urban population (percent of total) 36.0 

Population per physician (in thousands) 13.1 
Population per hospital bed (in thousands) 0.9 
Infant mortality rate (per thousand) 137 

Access to safe water (1980-87) 

In percent of population 
Total 
Urban 
Rural 

Nutrition (1980-87) Education (1980-87) 

43.0 
63.0 
27.0 

Per capita supply of 
Calories (per day) 2,418 
Proteins (grams per day) 60 

Population density (1980-87) 

57.0 per sq. km. of agricultural land 

Enrollment rates (in percent) 
Primary 55 
Secondary 13 

Pupil-teacher ratio 
Primary 44 
Secondary 23 

I 

2 
I 

Source: World Bank. 


