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I. Introduction

On September 17, 1986, the Fund approved for The Gambia a three-
year arrangement for the period 1986/87 (July/June) - 1988/89 in an
amount now equivalent to SDR 10.9 million (63.5 percent of The Gambia's
quota) and a first annual arrangement in an amount equivalent to SDR
3.42 million (20 percent of quota) under the structural adjustment
facility (SAF) in support of an economic and financial program covering
1986/87 (EBS/86/189). At the same time, the Fund approved a 13-month
stand-by arrangement for The Gambia in an amount equivalent to SDR 5.13
million (30 percent of quota) and a drawing under the compensatory
financing facility (CFF) in an amount equivalent to SDR 4.71 million
(27.5 percent of quota). The Gambia made all of the purchases under the
stand-by arrangement.

In the attached letter of the Minister of Finance and Trade and the
Governor of the Central Bank of The Gambia dated November 4, 1987, the
authorities have requested the second annual arrangement under the SAF
in an amount of SDR 5.13 million (30 percent of quota) in support of
their economic and financial program for 1987/88. 1/ Discussions on the

1/ In their letter, the Gambian authorities request that, although
their request for a second annual arrangement is being submitted several
months after the beginning of their fiscal year (July 1), the fiscal
year be retained as the program year. In the context of the second
review under the recent stand-by arrangement (completed on August 31,
1987), the Government implemented important policy measures relating to
groundnut producer pricing policy and the overall fiscal stance for
1987/88. The delay in the submission of their economic and financial
program for 1987/88 has resulted mainly from the prior need to verify
performance in 1986/87 and to complete the second review under the
stand-by arrangement as scheduled (i.e., by September 15, 1987).



second annual program outlined in the authorities' letter of request
took place in Banjul during September 8-22, 1987 and at headquarters
during September 30-October 1, 1987. 1/ Also, following joint
discussions with the staffs of the Fund and the World Bank during these
periods, 2/ in a letter dated November 4, 1987, the authorities have
transmitted to the Managing Director of the Fund an updated medium-term
policy framework paper (PFP) covering the three-year period July 1, 1987
to June 30, 1990. The PFP was circulated to the Executive Board of the
Fund on November 19, 1987 (EBD/87/300) and was transmitted to the
Executive Board of the World Bank at the same time. It 1s expected to
be considered by the Committee of the Whole of the Bank in early

December.

The Fund and World Bank staffs have collaborated closely in
assisting the authorities in addressing their economic and financial
problems. On August 26, 1986, the World Bank approved a structural
adjustment credit (SAC--including cofinancing) of US$37.0 million,
comprising US$18.0 million from the Special Facility for Africa and IDA,
US$4.3 million in Special Joint Financing from the United Kingdom, and
cofinancing of US$11.5 million from the African Development Fund and
US$3.2 million from the Saudi Fund. Except for the Saudi Fund
cofinancing, the SAC has now been fully disbursed. Negotiations for a
second SAC are expected to commence shortly.

As of October 30, 1987, the Fund's holdings of dalasis 3/ subject
to repurchase were equivalent to SDR 17.34 million, or 10l1.4 percent of
quota. Taking account of scheduled repurchases, the Fund's holdings of
dalasis subject to repurchase would amount to SDR 14.30 million, or
83.6 percent of quota, at end-June 1988 (Table 1). Including SDR 3.42
million presently outstanding under the SAF and the prospective second
disbursement of SDR 5.13 million, net credit from the Fund at that time
would amount to SDR 22.85 million, or 133.62 percent of quota. The
Gambian authorities are maintaining arrangements by which The Gambia has
periodically acquired SDRs to be used to service its obligations to the

Fund.

The staff report for the 1987 Article IV consultation and second
review under the stand-by arrangement (EBS/87/170) and the report on
recent economic developments (SM/87/210) were considered by the
Executive Board on August 31, 1987.

Summaries of The Gambia's relations with the Fund and the World
Bank Group are contained in Appendices I and II, respectively.

1/ The staff team for the discussions comprised Messrs. Rothman
(head), Dublin, Gunjal, Tersman (all-AFR), de la Torre (ETR), and

Ms. Edmondson (secretary-RES).
2/ Ms. Bruns and Ms. Williamson of the World Bank also participated

in these discussions.
3/ On October 30, 1987, SDR 1 = D 9.13622.




Table 1.

The Gambia:

Fund Position Through .June 1988

1987 1988
October 30, Nov. Dec. Jan.- April-
1987 March June
(In millions of SDRs)
Transactions under tranche
policies (net) 1/ -1.44 - -0.50 -1.10
Purchases - - - -— -
Ordinary resources - - - -
Borrowed resources - - - -
Repurchases 1.44 -— n.50 1.1n
Ordinary resources 0.50 - n.16 N.16
Borrowed resources 0.94 - 0.3 0.94
Transactions under speclal
facilities (net) 2/ -— -- -- --
Disbursements -- - - -
Repayments - - - -
Transactions under the structural
adjustment facility (net)
NDisbursements - 5.113 -- -—
Repayments - - - -
Total Fund credit outstanding
(end of period) 20,76 19.32 24,45 23.95 22.85
Under tranche policies 12.63 11.19 11.19 10.69 9.59
Special facilities 4.71 4.71 4.71 4.71 4,71
Structural adjustment facility 3.42 3.42 8.55 8.55 8.55
(As percent of quota)
Total Fund credit outstanding
(end of perind) 121.40 112.98 142.98 140 .06 133.62
Under tranche policies 73.86 65.44 65.44 62.52 56.08
Special facilities 27.54 27.54 27.54 27.54 27.54
Structural adjustment facility 20.00 20.00 50.00 50.00 50.00

Source: IMF, Treasurer's Department.

lj Ordinary and borrowed resources.
2/ Compensatory financing facility.



II. Background and Performance in 1986/87

From the mid-1970s onward, The Gambia's economic and financial
situation deteriorated markedly, and, by early 1985, the underlying
internal and external imbalances had assumed major proportions owing to
a combination of adverse external factors, expansionary financial
policies, and inappropriate exchange rate and other pricing policies.

In the latter part of this period, the growing imbalances were reflected
in sporadic economic growth, accelerating inflation, and the emergence
of external payments arrears (including to the Fund--Table 2).

In mid-1985 the Gambian authorities began to implement a
comprehensive three-year adjustment program (Economic Recovery Program
--ERP) which focused on a more appropriate exchange rate and other
pricing policies, supported by a sharply restrained demand-management
stance. Beneficial results included a rebound in real gross domestic
product (GDP) after two consecutive years of decline, and a marked
narrowing of the budget deficit on a partial commitment basis and
excluding grants., However, the growth in domestic credit remained
inordinately high, the pace of inflation quickened further, and the
overall balance of payments deficit widened, leading to the accumulation
of additional external payments arrears.

Recognizing that the serious economic and financial problems
confronting The Gambia could be corrected only through a sustained
ad justment effort, in mid-1986 the Gambian authorities extended the ERP
to cover 1986/87-1988/89, in support of which the three-year structural
ad justment arrangement under the SAF and a first annual arrangement
thereunder as well as the recent stand-by arrangement were approved.
The policy content of the extended ERP included the continuation of more
appropriate exchange rate, interest rate, and other pricing policies; a
restrained budget and monetary and credit stancej public sector
structural reforms; and better external debt management. It also
included, importantly, several elements of financial restructuring
(e.g., a planned reduction in external payments arrears and reform of
the largest commercial bank and major public enterprises).

As described in EBS/87/170 and in the letter attached to the
present report, the adjustment program for 1986/87 was implemented
successfully and the major program objectives were achieved. 1In
particular, the floating exchange rate system introduced in early 1986
continued to function satisfactorily, supported by a liberalized
interest rate policy, and generally restrained financial policies were
pursued. Moreover, The Gambia's adjustment efforts and structural
reforms elicited a high level of financial support from the
international community. In this regard, a rescheduling agreement was
concluded with Paris Club creditors and the bilateral agreements signed
broadly on schedule; a rescheduling agreement with London Club creditors
is expected to be signed by end-November.
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Table 2. The Gambia: Selected Econumic and Financlal Indicators, 1984/85~1989/90

1984/85 1945/80 1986/87 1387/88 1988/89  1989/%
Prog. Est. Pro yections

(Annual percentage change; ualess otherWise spectfied)

National fncume and prices

GDP at coustant prices -0.2 5.5 33 6.1 4.0 3.6 3.8
QP deflator 1.6 18.0 10.5 15.2 11.8 8.1 6.8
Consumer prices
Averdage anmal basts 21.8 35.0 15.0 45.0 1/ 15.0 10.0 8.0
Endpertod o end-pariod 12.4 70.4 2.2~ 12.5 8.5 1.5
External sector
Expores, f.o.b. (1n SDRs) -27.9 4.5 -2.3 -12.1 4.5 h.5 6.5
Impores, E.o.b. (Ln SDRs) -22.1 -2.0 ~-1.3 6.8 8.2 7.2 1.4
Export volume (excluding re—exgores) -34.7 9.0 -28.0 5.5 4.9 5.0
Tmport wolume (exe luding tmpores
for re-export) -9.2 4.1 aee 3.1 4.8 5.0 5.0
Terms of ctrade (1a SDRy;
detetioraciun =) -1.5 =47 ees -12.4 1.8 3.0 3.4
Nomtnal effectiw exchange rate
(deprectatton =) 2/ -12.7 -1 ces -41.4 N
Real effectiw: exch;ngp: rate
(deprectacton —) 2/ -5.1 -3.4 e -18.0 . e .
Gowernment budwet -
Revenue (excluding grants) 16.4 41.1 43,0 52.1 6.7 13.4 11.8
Expenditure (comnitment basis) 24.4 8.6 62.5 91.2 5.4 -13.0 2.3
Of which: development expenditure (55.1) (=16.5) (81.1) (77.6) (15.0) {10.2) (7.3)
(Annual changes as percent of beginninguf-persod
stuck of broad money)
Money and credit
Domestie credic 13.6 3.5 -31.5 -11.7 -37.9
Gowernment 10.6 4.5 -59.8 -713.9 -26.9
GRB -13.3 13.3 9.8 10.7 -25.4 oen
Other public enterprises 15.9 7.3 3.6 -10.5 3.7
Private sector 0.4 .4 14.9 =41 1n.7 NS
Motey plus quasi—mouey 2.8 24.6 16.3 439 17.2
Veloctity of ciraslacion 4.2 3.7 3.7 3.6 3.3 .
Lnterest rate (2ud of period) 3/ 9.5 13.0 15.0
{In percent of GDP)
Gruss domestic [nwstment 20.1 16.7 21.8 21.1 21.0 21.0
Gruss nattonal savings .7 -4.2 e 9.7 -5.1 -1.7 2.3
Resuurce gap 1.2 7.7 . 13.4 .9 13.1 12.9
Govermment deficit (partial comm tment
basis excluding grants) -16.3 3.7 -17.5 -21.3 -18.9 -8.2 -5.2
OF which: transfer to the GPMB () (-1.4) (-8.8) (-7.8)  (~10.6) (-0.9) (-0.3)
Government deficit (cash hasis)
Exc lsding grants -13.0 -12.7 -17.5 -22.6 -18.9 -8.2 -5.2
[nc luding grants -8.4 -5.9 -3.0 -1.3 -8.4 -0.3 2.2
Of whitch:  domestic finacimg (net) 2.9 (5.1 {-14.0) (-15.2) (-1.4) (-10.9) (-4.5)
foreign tinancing (net) (5.9) (0.8) (17.0) (22.6) {15.8) (11.2) (2.4)
External curcent account -20.8 -20.9 -32.6 -33.6 4/ -31.6 4/ -28.1 -24.5
External public debt vststanding -
(disbursed) 5/ 94.3 100.3 160.4 169.4 165.4 158.2
(1n percent of domestic exports of
gouds and nonfactor services)
External debt service tJ_/ 45.6 82.6 74.3 54.7 Z_/ 53.2 Z_/ 52.8 48,6
{In mlitons of SDRs)
External current account -39 -33.2 -35.1 -3%9.4 4/ -39.9 4/ -38,1 ~-35.5
Overall pilance of payments (before - -
exceptional fnacing) -3.8 -19.3 -20.4 0.4 3.0 2.4 5.1
Externil paymncs arrears 66.0 83.2 8/ 71.8 471.7 25.5 5.7 —
Gross offictal reserves 4.0 13- 6.8 177 29.3 31.3 3.4
In munths of tmpeorts, c.1.f. 0.6 0.2 1.0 2.3 3.9 3.5 3.6

Sources:  Data provided by the Gamblan asthorities; and staff estimtes and projections.

L Owing to a sharp aceeleratton to inflacton 1o the firsc half of 1986, the average rate of inflatton in
1986/87 was nigh, duspite a duceleration chrough the period.
2/ Tradewetghted.
3/ Miotmom three-monch cime doprsic rate.
4/ Inelndes moratorhum interest due Parts Club creditors.
5/ End ot pertod, medimmr and Jong-term public and publicly guarantesd debt; excludes outstanding use of Fund credtr.
3,’ D hadess DF ofacges and reparchases, tut exclodes tnterest on short-tem debt.
7/ Afrer reschediling.
4/ Tochdes SDRL0.3 mtLiton In arrears to the Fund as of end-June 1986.



Estimates put the growth in real GDP in 1986/87 at 6 percent,
compared with the program target of 3.3 percent, and the increase in
aggregate activity was broadly based. Meanwhile, the rate of increase
in the consumer price index (end-period to end-period) dropped to about
20 percent, from 70 percent in 1985/86, when the inflation rate
reflected the effects of the sharp depreciation of the dalasi in early
1986. The budget deficit on a partial commitment basis and excluding
grants was equal to 21.3 percent of GDP, compared with a target of
17.5 percent under the program (Table 3). The deficit included,
however, the assumption by the Government in January 1987 (with the
establishment of the Managed Fund) of government-guaranteed loans
(equivalent to about 7 percent of GDP) extended by the Gambia Commercial
and Development Bank to certain private and public enterprises, as had
been agreed under the stand-by arrangement, but which had not been
reflected in the original budget deficit target. With a level of
external grants and net foreign financing higher than initially
envisaged, there was a pronounced decline in net bank credit to the
Government and the emergence of a government net creditor position with
the banking system. The growth in money supply (44 percent)-—-although
considerably higher than had been initially expected (16 percent)--
derived entirely from an increase in net foreign assets of the banking
system (Table 4).

In the external sector, the current account deficit widened from
SDR 33 million to about SDR 40 million (33.6 percent of GDP), or
SDR 5 million above the program target, as increased receipts from
tourism and private transfers were insufficient to offset a strong
increase in imports, associated with more buoyant activity, and lower
receipts from recorded groundnut and other domestic exports (Table 5).
However, the overall balance of payments (excluding exceptional
financing) was virtually in equilibrium, compared with an initially
programmed deficit of SDR 20.4 million, principally because the private
capital account recorded a relatively large surplus, which reflected the
domestic intermediation of foreign exchange transactions--associated
mainly with unrecorded exports—-previously channeled outside of the
banking system. In addition, exceptional financing associated with
disbursements under the World Bank SAC (including cofinancing) was
considerably larger than programmed. As a result, the buildup in gross
official foreign reserves plus the reduction in external payments
arrears (excluding the settlement in July 1986 of overdue obligations to
the Fund--SDR 10.3 million) amounted to about SDR 35 million, compared
with the initial program objective of SDR 5.5 million.

Structural policy measures in five key areas were identified as
benchmarks under the SAF program for 1986/87. As indicated in Table 6,
substantial and timely progress was made in all of the specified
areas. A thorough revision of the investment code was undertaken; a
large civil service retrenchment program was carried out and a
comprehensive, multiyear administrative reform program prepared;
stringent criteria for project selection were instituted for the public .
investment program (PIP) and a core program for 1986/87-1988/89 was
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Table 3. The Gambia: Central Government Operations, 1984/85-1989/90
1984/85 1985/86 1986/87 1987/88 1988/89 1989/90
Program Esc. Prog. Projections
(In millions of dalasis)

Revenue and grants 180.8 268.6 434.38 480.6 469.9 494.6 544.6
Revenue 148.5 209.5 297.0 318.6 340.0 385.6 431.1
Grants 32.3 59.1 137.8 162.0 129.9 108.0 113.5

Expenditure and net lending 262.3 284.8 462.9 544.5 573.8 499.1 510.4
Current expenditure 151.4 178.8 301.6 314.0 393.1 294.1 290.4

Personal emoluments, pensions,
and allowances (58.3) (62.9) (65.8) (66.3) (73.6) (81.4) (83.4)
Interest due (29.2) (37.7) (62.6) (68.4) (75.5) (81.9) (73.7)
Internal [18.2]) [15.7} [17.0] [26.6] [34.4) [346.4) [34.4)
External [11.0} {22.0} [45.6] [41.8) [41.1] [47.5) [39.3)
Other charges (63.6) (61.9) (90.2) (87.9) (108.0) (118.8) (128.3)
Transfers to parastatals (0.3) (16.3) (83.0) (91.4) (136.0) (12.0) (5.0)
Of which: GPMB -1 (12.4] {83.0] {(83.0f {130.7] (12.0] (5.0]
Develupment expenditure 109.1 91.1 165.0 161.8 186.0 205.0 220.0
Unallocated expendicure 1.8 11.2 -= -- -- -- --
Net leading - 3.7 -3.7 68.7 -5.3 - --
0f which: Managed Fund --) --) (...) (72.8) (-5.3) (--) (--)
Overall deficit (partial commitment
basts, excluding grants) -113.8 =75.3 -165.9 -225.9 -233.8 -113.5 -79.3
Overall deficic (parcttal commictment
basis, including grants) -81.5 -16.2 -28.1 -63.9 -103.8 -4.5 34,2
Change in arrears 23.2 -35.0 -- -16.1 1/ -- -- --
Overall deficit (cash basls,
excluding grants) -90.6 -110.3 ~165.9 -240,0 -233.8 -113.5 -79.3
Overall deficit (cash basis,
including grants) -58.3 ~51.2 -28.1 -78.0 -103.8 -4.5 34,2
Financing 58.3 51.2 28.1 78.0 103.8 4.5 -34.2
Forelgn (net) 38.0 7.1 161.1 239.7 195.2 155.2 37.4
Gross burrowing (59.9) (36.6) (218.5) (299.7) (270.8) (256.6) (143.4)
Amorctization due (-21.9) (~29.5) (~70.0) (-64.6) (-68.9%) (-101.4) (~105.9)
Net debt relief --) --) (12.6) (4.6) (-7.0) (--) (--)

Domestic 20.3 44,1 ~133.0 -161.7 -91.4 -130.8 -71.6
Banking system (14.5) (20.4) (~138.0) (-168.0) (-87.9) (-147.3) (-68.1)
Other (5.8) (23.7) (5.0) (6.3) --) - (-
Sinking fund for debt relief --) (--) --) --) (-3.5) 2/ (-3.5) 2/ (-3.5) 2/

(In percent of GDP)

Deficit (partial commitment basis)

Excluding grants -16.3 -8.7 -17.5 -21.3 3/ -~18.9 -8.2 -5.2
Including grants -11.7 -1.9 -3.0 -6.0 -8.4 -0.3 2.2

Deficit (cash baslis)

Excluding grants -13.0 ~12.7 -17.5 ~22.6 ~18.9 -8.2 -5.2
Including grants -8.4 -5.9 -3.0 -7.3 -8.4 -0.3 2.2

Memorandum 1tem: (In milltons of dalasis)

GDP at current prices 693 869 947 1,062 1,235 1,382 1,533

Sources:

y
Z
3

Reflects reducttion In external payments arrears,
/ Represents annual paymenc of 20 percent of estimated debt relief to newly created sinking fuund.

malnly in respec

t of otil.

Data provided by the Gamblan authorities; and scaff estimates and projeccions.

/ Excluding grants and the establishment of the Managed Fund, the deficit was equal to l4.4 percent of GDP.



Table 4. The Gambia: Monetary Survey, June 1986-June 1988

(In millions of dalasis; end of period)

1986 1987 1988
June June Oct. Dec. March June
Revised Actual Revised Program
Program Base
Net foreign assets -5%4.9 -371.3 -266.9 -266.9 -209.9 -228.7 -96.1 14.5
Monetary auchorities -595.5 -380.2 -287.1 -287.1 -230.1 -248.9 -116.3 -5.7
Foreign assecrs (11.3) (70.4) (L6L.5) (161.5) (177.4) (182.7) (235.7) (267.4)
Furelgn liabilities (-606.8) (-450.6) (-448.6) (~-448.06) (-407.5) (-431.6) (-352.0) (-273.1)
Commercial banks 10.7 8.9 20.2 20.2 20.2 20.2 20.2 20.2
Net domesclc assets 555.4 269.9 164 .4 257.8 1/ 211.5 225.3 196.0 32.9
Domestic credtit 501.1 366.6 324.4 324.4 303.1 320.9 328.6 200.5
Government (net) (100.3) (-14.0) 2/ (-67.7) 2/ (-67.7) 2/ (23.9) 3/ (-11.4) (=47.7) (-155.6)
Public enterprises (217.3) (247.1) ﬁj (217.9) ﬁj (217.9) i/ (94.2) gj (132.1) (173.5) (L47.0)
Of whicn: GPAMB 5/ [L32.8] [159.1] [157.2) [157.2 (34.3] 3/ [38.8] 199.7} (74.2)
Private sector (183.5) (133.95) gj (174.2) &/ (174.2) éj (185.0) (200.2) (202.3) (209.1)
Otner 54.3 -96.7 -160.0 -66.6 -91.6 -95.6 -132.6 -167.6
Revaluatiovn account 237.4 342.9 383.0 383.0 383.0 383.0 383.0 383.0
SDR allocation 19.5 46.5 46.7 46.7 46.7 46,7 46.7 46.7
Money plus qudsi-money 227.4 288.0 327.3 327.3 337.9 332.9 436.2 383.7
Money 129.5 . 192.4 192.4% “e . - .
Qudasl—-money 97.9 . 134.9 134.9 .

Sources: Dacta provided by the Gambiaa authorities; and scatf projeccions.

1/ Adjusted tor the reclassificativn of other net domescic assets Lo allow for treatment of cthe counterpart vf the SOR
1llocation as 4 liabiticy.

2/ Locludes D 72.3 miilivn 1n net bank credit to che Guvernment in respect of che Managed Fund.

zy Reflects repaymenr by the Government of the GPMB’'s accumulated debt (D 95.8 million) to the CBG in Octuber.

4/ Reflects assumprion by the Government of D 38.9 million in bank credit to che public enterprises 1n connection with the
Managed Fund.

3/ Revised to i1nclude the GPMB's suspense account (D L5.6 million) with cthe CBG.

2] Reflects assumption by the Governmenc uvf D 33.9 million in bank credit tu the privare sector in connectlon with che Managed
Fund.




Table 5. The Gambla: Balauce of Payments, 1985/86-1991/92
(In millions of SDRs)
1985/86 1986/87 1987/88 1988/89 1989/90  1990/91 1991/92
Prog. Est. Projections
Current account -33.2 -35.0 -39.4 -39.9 -38.1 -35.5 -37.1 -39.8
Exports, f.o.b. 1/ 9.3 57.9 52.1 54.5 58.0 61.8 66.2 71.2
Of which: groundnuts 8.5 7.8 5.7 5.2 5.5 5.9 6.8 7.8
Imporcs, f.o.b. 3.4 ~72.4 -78.4 -84.9 -90.9 -97.7 -105.0 -112.6
Net interest 2.2 -14.9 -13.9 -10.5 -6.6 -3.8 -2.8 -2.9
Other services and privace
transfers (net) ~-6.9 -5.6 0.8 0.9 1.5 4.3 4.5 4.6
Capital account 13.9 14.6 39.1 42.9 40.5 40.6 41.3 40.5
Official transfers 3.3 21.8 27.3 29.8 31.1 32.3 33.4 34.0
Official loans (net) 4.6 2.1 3.5 3.6 3.2 3.3 4.9 3.6
Disbursements 2/ 6.6 12.0 12.1 12.4 14.6 15.7 16.7 17.5
Amurctizacion 11.2 -9.9 -8.6 -8.8 -11.4 ~-12.5 -11.9 -13.9
Private capital and errors
and omissions -4.8 -9.3 8.3 9.6 6.2 5.0 3.0 3.0
Overall balance (before
exceptlonal financing) 19.3 ~20.4 -0.4 3.0 2.4 5.1 4.1 0.7
Financing 19.3 20.4 0.4 -3.0 -2. =5.1 -4.1 -0.7
Gruss officlal reserves 0.4 ~5.5 -16.3 -11.6 -2.1 -3.1 -5.2 -4.2
Repurchases from IMF 9.1 -5.9 -5.9 -4.2 -3.2 -3.1 -4,1 -1.5
Change in arrears 3/ 0.3 -10.3 -29.0 -22.2 -19.8 -5.7 -- ~--
Excepriovnal financing 7.7 42.1 51.6 35.0 22.6 6.8 5.2 5.0
Commodity ald and STABEX 7.7 10.4 9.9 8.1 5.2 5.2 5.2 5.0
USAID (BOP-support grant) —-- -- - 1.6 1.6 1.6 - -
World Bank SAC i/ - 15.0 25.0 17.3 13.5 - - -
IMF purchases - 11.9 11.2 7.2 2.3 -- -- --
Debt relief 5/ -- 4.8 3.0 0.8 -- -- -- --
Other ~- -- 2.5 6/ - -- - -- -
Memorandum items:
Current account {as percent
of GDP) -20.9 -32.6 -33.6 -31.6 -28.1 -24.5 -23.9 -23.9
Gruss official reserves
End-of-pertod stock 1.4 6.8 17.7 29.3 31.3 34,4 39.6 41.8
In months of c.t1.f. imports 0.2 1.0 3 3.5 3.5 3.6 3.9 4.0
Arrears reschedulings - . -11.4 -13.4 - - --
(Percentage changes)
Principal assumptions:
Real GDP 4.0 3.6 3.8 4.0 4,2
Recorded groundnut exports
Volume -13.5 - -- 7.5 8.0
Unic value 5.5 6.5 6.5 6.5 7.0
Investment imports (volume) 6.5 7.0 6.9 6.3 6.0
Travel recelpts 6.0 7.0 7.0 7.0 7.0
Terms of trade 1.8 3.0 3.4 3.4 3.9

Sources: Dara provided by the Gamblan authorities; and staff esttmates and projections.

/ Includes an estimate for re-exports.

/ Includes existing and expected commitments.

/ Excludes change in arrears due to rescheduling.
/

Includes coftnancing.

5/ Debt relief spills over into 1987/88 because the consolidation perlod was from October 1, 1986 ro Seprember

30, 1987.

6/ Depostrs in respect of Parls Club reschedulings, undrawn by creditors as of June 30, 1987.
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Table 6. The Gambia: Benchmarks of Implementation of
Structural Policy Measures for the 1986/87 Program
Under the Structural Adjustment Facility.

Y]
[
(T
w

Policy measures D :
Program Actual

1. Sectoral policies

Revise investment code Dec. 1986 May 1987

2. Civil service reform

Fully implement the
government employment
retreachmeat program Oct. 1986 Oct. 1986

Prepare an Administrative Reform
Program, including pay and

grading reforms Feb. 1987 March 1987

3. Public investment

Prepare revised public
investment program for
1986/87-1988/89 Dec. 1986 Dec. 1986

4. Public enterprises

Prepare divestiture and
rationalization plan for
1986/87-1988/89 Dec. 1986 Nov. 1986

5. Fiscal policy

Elaborate proposals for
increasing the revenue
contribucion of domestic
taxes, for implementation
in fiscal year 1987/88 March 1987 March 1987

Sources: EBS/86/189; and information provided by the Gambian authorities.
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identified; a comprehensive plan for rationalizing the public enterprise
sector was adopted; and specific proposals were developed for increasing
the share of revenues from domestic taxes. This progress is described
in detail in paragraphs 6-9 of the PFP. Moreover, apart from the
nonobservance of one performance criterion at end-September 1986 (i.e.,
on net bank credit to Government) for largely technical reasons, The
Gambia met all of the stand-by arrangement's performance criteria, which
served also as quantitative benchmarks under the SAF arrangement, and
all the indicative targets {(Tables 7 and 8).

III. Objectives and Policies for 1987/88-1989/90

Based mainly on a reassessment of medium-term external financing
prospects, the macroeconomic targets for the program have been adjusted
slightly. The updated PFP includes as objectives: (i) growth in real
GDP of 3.5-4.0 percent per annum, compared with the initial annual
target of 3.3 percent, thus permitting a steady, albeit modest, recovery
in real per capita income and consumption and some improvement in
private investment; (ii) a further deceleration in the rate of inflation
to about 8 percent by 1989/90, from the initial target rate of
10 percent for 1988/89; (iii) a narrowing of the external current
account deficit (excluding official transfers) from 33.6 percent of GDP
in 1986/87 to 24.5 percent in 1989/90, compared with the original PFP
three-year improvement of 11.5 percentage points of GDP; and (iv) the
complete elimination of external payments arrears plus a substantial
buildup in external reserves to the equivalent of about 3.5 months of
imports by 1989/90 to support The Gambia's liberalized exchange and
trade system.

For the period 1987/88-1989/90, in addition to the continued
conduct of appropriate exchange rate, interest rate, demand-management,
and external debt and reserve policies, the PFP contains specific
policies for promoting growth in agriculture, industry, fisheries, and
tourismj improving public sector management; and rationalizing the price
structure,

1. Sectoral policies for expanding production

In the agricultural sector, the Government's priorities are to
rationalize the groundnut subsector and align domestic producer prices
in this activity more closely with world market prices, reform the
agricultural credit system, and streamline the Ministry of Agricul-
ture. Regarding groundnuts, the Government has already reduced the
producer price for the 1987/88 season by almost 17 percent, implying a
fall in the subsidy element from 8 percent in 1986/87 to 4 percent in
1987/88. In addition, the Government plans to liberalize the domestic
marketing of groundnuts in the 1987/88 season by reducing substantially
the preferential buying allowance of the parastatal credit and marketing
agency, the Gambia Cooperative Union (GCU), in order to place private
groundnut traders on a more competitive footing. With respect to credit
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Nuantitative Performance Criteria

Under Stand-By Arrangement, End-September

and End-NDecember 1986

Stock at Maximum Cumulative Change
June 30, from July 1, 1986 to
1986 Sept. 30, 1986 Dec. 31, 1986

(In millions of dalasis)

Net domestic assets 1/ 555.4
Program - 28.8 2/ -43.3 3/
Actual -141.5 -269.7
Margin (-) or excess -170.3 -226.4
Net credit to Government 100.3
Program 3.2 2/ -134.3 3/
Actual 26.1 -137.6
Margin (=) or excess 22.9 -3.3
Gross credit to the GPMB 132.8 4/
Program -13.6 -9.2
Actual -42.6 -29.6
Margin (-) or excess -29.0 -2N.4
Stock at
June 30, Maximum Stock At the End of
1986 Sept. 30, 1986 Nec. 31, 1986
(In millions of SNRs)
Total external arrears 77.82 5/
Program - 77.82 77.82 6/
Actual 73.03 70.93 &/
Margin (=) or excess =-4.79 -6.89
Short—-term public sector
debt outstanding 9.62 5/
Program 3.62 R.62
Actual 8.24 7.83
Margin (-) or excess -N.38 -0.79

Contracting or guaranteeing of
new nonconcessional external
debt by the public sector in
the 1-12 year maturity range

during period
Program
Actual
Margin (-) or excess

Sources: FBS/86/189; and data provided by the Gambian authorities.

1/ Excluding the counterpart of valuation changes in net foreign assets of

the CBG.

z/ Adjusted to reflect the shortfall of D 34.2 million in external cash
loans and grants and commodity assistance (loans and grants) from the original
program estimate for July-September 1986.

3/ Adjusted to reflect the excess of D 70.3 million of external cash loans
and grants and commodity assistance (loans and grants) over the orfginal
program estimate for July-Decemher 1986.

4/ Revised to include the GPMB's suspense account (D 15.6 million) with the

C8G.

2/ Revised to reflect updated exchange rates, cancellatifons of certaln
loans before end-June 1986, and the disclosure of additional short—-term deht at

the Paris Club.

ﬁf Excludes debt relief provided by the rescheduling exercise.
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Table 8. The famhla: Nuantitative Performance Criter!a and
Indfcative Targets Vader Stand-by Arrangement, Fnd-March
and Fnd-lune 1987

Stock at Maximum Cumulative Change
June 30, from July 1, 1986 to
1986 March 31, 1987 June 3N, 1987

(In millions of dalasis)

Net domestic assets 1/ 555.4
Program . -179.8 -329.6 2/
Actual -212.9 -191.0
Margin (-) or excess -33.1 -61.4
Net credit to Government 1n0.3
Program -27.9 -159.2 2/3/
Actual -31.3 -168.0
Margin (~) or excess -3.4 -85.8
Gross credit to the GFMB 132.8R 4/
Program - 36.1 26,13
Actual 35.2 24.4
Margin (~) or excess -n.9 -1.9
Stock at
Dec. 31, Maximum Stock at the End of
1986 March 11, 19R7 June 39, 1987
{In millions nf SDRs)
Total external arrears 56.2 5/
Program - 56.7 47.9 6/
Actual 54.2 47.1 7
Margin (-) or excess -n.5 -n.?
Short-term public sector
debt outstanding 7/ 7.8
Program - 7.3 .8
Actual 6.4 6.7
Margin (-) or excess -0.9 -n.1
Contracting or guaranteeing of
new nonconcessi{nonal external
debt by the public sectnr {n
the 1-12 year maturity range
during period
Program - -=
Actual -- -=
Margin (=) or excess - -
Stock at
June 10, Minimum Cumulative Increase
1986 March 31, 1987 June 3N, 1987
{In millions of SNRs)
Gross officlial forelgn
reserves 1.3 8/
Program 0.5 A0
Actual 7.9 1A.4
Margin (+) or shortfall (-) 7.4 10.4

Sources: FBS/87/6A; and data praovided by the Gambian authorities.

1/ Fxclndes the counterprart of valuation changes in net forelgn assets
nf the CBG.

Ej Adjusted to reflect the cumulative excess of M 44.1 m{llfon {n
external cash loans and grants and commodity assistance (loans and grants)
over the program estimate for the period July 1986-June 1987
(D 269.5 millinn).

3/ Adjusted to reflect the cumulative recovery of principal hy the
Government with respect to the Managed Fund in the period January-June 1987
(D 1.8 milllon).

4/ Revised to Include the GPMB's suspense account (D 15.6 million) with the
CBG.

5/ After rescheduling and calculated at end-December 1986 exchange rates.

ﬁf Ad justed ro reflect the cumulative excess of S S.3 millton in
certaln exceptional foretign financing over the program estimate for the period
January- June 1987 (SR 5.5 millian).

7/ Excludes import-related credits and specified bridging finance.

E/ Revised.
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reform, the Government has begun implementing a plan to improve the
GCU's lending procedures. New credit eligibility criteria were
instituted for the 1987/88 season, which led to a denial of fresh loans
to the farmers in default. The Government is also actively encouraging
the private sector to participate in input marketing and the provision
of credit. As a first step, in June 1987 the Government auctioned its
fertilizer stocks to the public, and the GCU set the 1987 retail
fertilizer prices to reflect landed import plus distribution costs.
This policy of not subsidizing fertilizers will be maintained. The
Government has also adopted a comprehensive plan, the implementation of
which will start in 1987/88, to streamline the Ministry of Agriculture
by restricting the Ministry's functions to those areas that cannot be
handled by the private sector and by effecting an appropriate reduction
and redeployment of staff.

Regarding small-scale industry, the Government is enacting a
revised investment code and is taking steps to encourage expanded term-
lending by the commercial banks and to strengthen institutional support
systems. In the fisheries sector, government priorities are (i) to
develop a fishing surveillance capability to prevent overfishing,

(ii) to tighten licensing arrangements to increase income accruing to
the economy from fishing, (iii) to provide infrastructure, training, and
credit facilities to artisanal fishermen to enable them to supply local
processing companies, and (iv) to complete divestiture of the
government-owned fishing company. The Government's strategy for tourism
centers on the divestiture of government ownership and a continued
moratorium on government loan guarantees for the construction of hotels.

2. Public sector management

An important medium-term policy aim is to reduce annually the
overall budgetary deficit (on a partial commitment basis and excluding
grants) from 21.3 percent of GDP in 1986/87 to about 5 percent of GDP in
1989/90. As external grants and net foreign borrowing are projected to
be well in excess of the budget deficits throughout the period, the
Government should continue to increase its net creditor position with
the banking system. In 1987/88, however, the deficit is expected to
remain high at 18.9 percent of GDP, owing to a large one-time transfer
to the Gambia Produce Marketing Board (GPMB) for the repayment of its
accumulated debt to the Central Bank of The Gambia (CBG), equivalent to
almost 8 percent of GDP. 1/ Revenue performance is expected to improve
as a result of measures being adopted in 1987/88 to strengthen tax
administration further and the introduction of a general sales tax and
reform of the income tax law. In addition, expenditure restraint will

1/ This operation will have no direct overall monetary impact.
However, to the extent that reduced CBGC interest earnings resulting from
the repayment of the GPMB's debt are not offset by increased other CBG
earnings, including from increased holdings of foreign exchange, CBG
profits and transfers to the Government could be affected.
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CHART 1
THE GAMBIA
EXCHANGE RATE DEVELOPMENTS, 1980-87
(Index: 1980=100)
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be continued. Much of the reduction in the deficit will result from the
virtual elimination by 1989/90 of the subsidy provided to the GPMB
(equivalent to less than 3 percent of GDP for 1987/88)--an elimination
made possible by the reduction in the GPMB's interest payments due to
the repayment of the its accumulated debt, further appropriate changes
in producer prices for groundnuts, and efficiency gains accruing to the
GPMB due to the implementation in 1988 of a performance contract.

Following the civil service retrenchment of 1986--which constituted
a reduction of more than 20 percent of total government employment--
further reforms in the civil service will be effected through the
implementation of the Administrative Reform Program (ARP) and the
introduction of a new civil service grade structure.

In the area of public investment planning, the Government is
committed to establishing a closer monitoring of ongoing projects and
achieving greater accuracy in expenditure estimates, while ensuring that
project selection remains rigorous. Before the beginning of the 1988/89
fiscal year, the Government will reach understandings with the World
Bank staff on the size and composition of the PIP for 1988/89-1990/91,
including all project-related technical assistance. Also, by end-March
1988, the Government will prepare a consolidated roster of all
nonproject technical assistance activities, Prior to preparation of the
1988/89 budget, the Government will discuss with staffs of the Fund and
World Bank appropriate adjustments to the budget to reflect a more
complete accounting of technical assistance.

To advance the rationalization of the public enterprise sector, the
Government will continue during 1987/88 to implement the parastatal
divestiture program adopted during 1986/87. It will also negotiate and
sign, before January l, 1988, full-year performance contracts with the
three largest public enterprises--the GPMB, the Gambia Utilities
Corporation (GUC), and the Gambia Port Authority (GPA). In addition,
work on contracts for some other parastatals will begin during 1987/88,
and contracts for GAMTEL (the telecommunications company), the Gambia
Public Transport Corporation, and the Social Security and Housing
Finance Corporation will be negotiated before the end of calendar 1988,

3. Exchange rate and other pricing policies

A central element of the Government's adjustment strategy was the
introduction in January 1986 of a floating exchange rate system within
the framework of an interbank market. By mid-March 1986 the interbank
rate of the dalasi had depreciated to D 10 per pound sterling (compared
with the prefloat rate of D 5 per pound sterling--Chart 1). Since then,
the rate has moved narrowly between D 10.95 and D 11.85 per pound
sterling. The Government will continue to monitor carefully the
evolution of the system to ensure its proper functioning.

To ensure a pass—-through of exchange rate effects on prices to
consumers, the Government has adopted a pragmatic approach to the
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pricing of petroleum products, selected public utilities, and bus
transport. During January-June 1986, the prices of premium gasoline and
gas o1l were raised by a cumulative 103 percent and 40 percent,
respectively. Water and electricity tariffs were increased by

15 percent and 9 percent, respectively, in July 1986; by 15 percent and
6 percent, respectively, in January 1987; and by a uniform 15 percent in
July 1987. Further increases of 15 percent and 6 percent, respectively,
are planned for January 1988. Bus fares were raised on average by

40 percent in April 1987, following a similar increase in 1986. The
pass—through effects of the sharp depreciation of the dalasi in early
1986 have already occurred, and the Government will continue to review
these prices and tariffs and make adjustments when necessary to reflect
developments in costs, including those associated with further exchange

rate movements.

4. Monetary and credit policies

For the medium term, monetary and credit policy is directed at
further moderating inflation, generating increased domestic financial
savings, and attaining the Government's external targets. In
establishing the annual credit program, principal consideration will
continue to be given to a prudent rate of monetary growth and the
projected buildup in gross official foreign reserves and reduction in
external payments arrears. Consistent with the projected monetary
growth and an increase in net foreign assets of the banking system,
appropriate limits will continue to be placed on the net domestic assets
of the banking system, with sublimits on net bank credit to Government
and on gross bank credit to the GPMB. To help ensure adherence to the
limits on net domestic assets, the lending activities of the commercial
banks will continue to be monitored closely in relation to ceilings
established for individual banks, and further increases in bank reserve
requirements will be effected, if required.

The authorities have adopted a flexible interest rate policy by
virtue of which market forces now play a significantly larger role in
determining levels of key interest rates in the economy. Since July
1986, these rates have been set on the basis of a biweekly tender system
for treasury bills, and rates have fluctuated between 16 percent and
20 percent (compared with the earlier fixed rate of 15 percent).
Moreover, new government securities that were marketed to the nonbank
public in late June 1987 carried an effective yield of 21 percent.

Given the recent decline in the rate of inflation, real rates of return
on available financial assets have become positive. The present
flexibility in the conduct of interest rate policy will be maintained in
view of the need to stem possible pressures on domestic prices and the
foreign exchange market.

5. External assistance and financing requirements

The Gambian authorities recognize that although the balance of
payments outturn in 1986/87 was encouraging, the country's medium-term
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external position remains vulnerable. Notwithstanding an expected
rebound in recorded groundnut exports beginning in 1988/89, a favorable
outlook for nongroundnut exports (including, importantly, for re-exports
and fish) and tourism receipts, and a projected decline in interest
payments, the narrowing of the current account deficit is presently
projected to be less than that expected in the original PFP,
attributable mainly to lower than originally anticipated receipts from
recorded groundnut exports and to higher import levels associated with
higher investment and output. The current account deficit in 1989/90
would still be equivalent to almost 25 percent of GDP, reflecting, in
addition to the factors mentioned above, the necessarily relatively slow
pace of restructuring the Gambian economy. Moreover, to the extent that
significant levels of net exports are recorded in the private capital
account, the current account deficit is overstated. The revised medium-
term projections also take into account, importantly, The Gambia's need
to attain adequate levels of reserves (about 3.5 months' imports) and
the Government's aim to complete the normalization of debtor-creditor
relations by eliminating all outstanding payments arrears by 1989/90.

In the context of this medium-term scenario, and if The Gambia is
to achieve the economic growth and diversification needed to remove the
systemic obstacles to external viability, significant external
assistance and financing (about SDR 220 million) over the 1987/88-
1989/90 period will be required. While, on the one hand, the Government
is continuing to observe its moratorium on contracting or guaranteeing
new nonconcessional external debt, on the other hand, in view of the
considerable financial support thus far elicited from the international
community, it expects continued bilateral and multilateral support for
The Gambia's adjustment efforts and structural reforms. Assuming modest
increases in technical assistance grants and based on existing and
expected new project-related grant and loan commitments from
multilateral and bilateral donors, normal official capital inflows of
SDR 136 million are projected. In addition, crucial financing over the
1987/88-1989/90 period is being sought from (i) a second World Bank SAC
(including cofinancing) amounting to about SDR 26.5 million over
1987/88-1988/89; (ii) the second and third annual arrangements under the
SAF (SDR 7.4 million over 1987/88-1988/89); and (iii) a three-year USAID
African Economic Policy Reform Program (SDR 1.6 million per year,
starting in 1987/88). Based on the above, and assuming sustained
surpluses in the private capital account supported by the continued
application of flexible interest and exchange rate policies and a steady
inflow of foreign direct investment, it is expected that the financing
requirements will be met. Moreover, apart from the recent purchases
(SDR 2.05 million) under The Gambia's stand-by arrangement, the
projected financing over the 1987/88-1989/90 period would be wholly on
concessional terms, with an average interest rate of about 2 percent.

6. Social impact and long-term issues

The implementation of the ERP has brought about a significant
improvement in rural incomes since 1985/86, a development which has
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assisted in narrowing the marked divergence which traditionally existed
between urban and rural standards of living. The increase in rural
incomes is attributable to sharp increases in agricultural producer
prices and to the appreciable expansion in farm production. In
contrast, urban incomes have been adversely affected by a general public
sector wage freeze, the widespread government retrenchment program, the
effects of exchange rate depreciation, and other pricing reforms. Based
mainly on projections of the expansion of food crop production and total
groundnut production (including for unrecorded exports), rural incomes
are expected to grow moderately through 1989/90. The recent improvement
in the performance of the agricultural sector has generated expanded
employment opportunities in rural areas, absorbing some of the workers
who were laid off by the Government. Others have benefited from a
government-sponsored program which provides employment counseling, job
retraining assistance, and credit facilities for new business ventures.

Despite the severe budget constraints, the basic social services
provided by the Government--health and education--have been protected
with external financial assistance. Priority is presently being
accorded to broadening the range of these services and of targeting them
more precisely.

The Gambia, with a per capita income in 1987 estimated at US$230,
is one of Africa's least developed countries. Given the small domestic
market and the relative lack of resources, development of the
manufacturing sector has been limited. Nevertheless, several areas of
long-term potential have been identified. These include agricultural
intensification and development of export-oriented horticulture,
fisheries, tourism, export—oriented manufacturing, and entrepdt trade
and services. It is clearly recognized that, without a substantial
improvement in the long-term international price for groundnuts, the
importance of this crop in the economy will likely diminish. The
Gambia's capacity to fully develop and exploit the potential in other
sectors will, however, depend crucially on its ability to overcome the
more pressing constraints imposed by continued high population growth
rates, high rates of adult illiteracy, and poor health conditions,
despite recent success achieved by government-supported programs
promoting family planning services and providing improved health care
and educational facilities.

IV. Program for 1987/88

1. Objectives

The main quantitative objectives of the Government's program for
1987/88 are a rate of growth of 4 percent in real GDP; a much lower rate
of inflation (12.5 percent on an end-period to end-period basis,
compared with 20 percent in 1986/87); a narrowing of the external
current account deficit in relation to GDP (to 31.6 percent from
33.6 percent in 1986/87); and a further reduction in the stock of
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external payments arrears plus an additional increase in gross official
foreign reserves.

2. Policies

To achieve the above objectives, the authorities intend to make
further substantial progress in the implementation of structural
policies, with continued emphasis accorded to the proper functioning of
the interbank exchange rate system and a flexible interest rate
policy. The authorities also recognize that attainment of the
objectives for 1987/88 will depend on adherence to the specific measures
relating to groundnut producer pricing and fiscal policies developed in
the context of the second review under the recent stand-by arrangement,

Concerning groundnut producer pricing, on June 26, 1987 the
domestic producer price was reduced by 16.7 percent for the 1987/88 crop
season, thus narrowing the differential with respect to export unit
values from 23 percent in 1986/87 to a projected 7 percent in 1987/88.
At the time of the second review under the stand-by arrangement, it had
been estimated that this cut would enable the Government to reduce the
budgetary subsidy to the GPMB to the equivalent of 4 percent of GDP,
compared with a subsidy in 1986/87 of about 8 percent of GDP. In
addition, as also agreed in the context of the second review, the
Government has recently utilized part of its growing net creditor
position with the CBG to repay the GPMB's accumulated debt to the CBG
(D 95.8 million, or almost 8 percent of GDP), which will further reduce
the budgetary subsidy in 1987/88 (to below 3 percent of GDP) by
alleviating heavy GPMB interest payments. As a result of these two
actions, the government transfer to the GPMB in 1987/88 is D 130.7
million, or 10.6 percent of GDP (Appendix III).

The Government's fiscal stance for 1987/88, which takes into
account the large transfer to the GPMB, aims at containing the budget
deficit on a partial commitment basis and excluding grants to D 233.8
million, or 18.9 percent of GDP, compared with a deficit (including the
establishment of the Managed Fund) of D 225.9 million, or 21.3 percent
of GDP in 1986/87. As in 1986/87, external grants plus net foreign
borrowing are projected to be well in excess of the budget deficit, with
the result that the Government is expected to increase its net creditor
position with the banking system by D 87.9 million.

To adhere to their 1987/88 budget deficit target, the authorities
are making further efforts to boost revenues and restrain
expenditures. On the revenue side, improvements are continuing to be
made in tax administration through the strengthening of the central
revenues and customs departments. In addition, the authorities have
indicated that in late 1987/88 a general sales tax will be introduced
and a reform of the income tax law will be implemented. With regard to
expenditures, outlays on personal emoluments are expected to rise by
11 percent, reflecting mainly augmented allowances and the
implementation on January 1, 1988 of a recommended restructuring of
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A

salary grades; with the additional cost of these adjustments estimate
to be below the full-year reduction in expenditure associated with the
recent retrenchment exercise. The authorities have reiterated their
intention not to effect a general salary increase for the public sector
in 1987/88. On the other hand, a relatively large increase (23 percent)
is being provided for "other charges,'" especially for urgently required
maintenance and more adequate levels of materials and supplies. After
the sharp rise (78 percent) in development expenditure in 1986/87 from a
particularly low level in 1985/86, the authorities intend to limit the
increase in 1987/88 to 15 percent, to a level of D 186 million, in
accordance with the core public investment program agreed with the World

Bank.

The authorities' monetary and credit program for 1987/88 takes
account principally of a possible further financial deepening in the
economy (i.e., allows for another decline in the income velocity of
money) and the projected increase in the net foreign assets of the
banking system—--mainly the buildup in gross official foreign reserves
and the reduction in external payments arrears. Moreover, it has been
designed to ensure that, for the second consecutive year, there is no
positive domestic contribution to monetary growth. Therefore, based on
a projected increase in money balances of 17 percent (or 26 percent on
an average annual basis, compared with an increase in nominal GDP of
almost 16.5 percent) and a rise in the net foreign assets of the banking
system of almost SDR 31 million, appropriate limits are being placed on
the net domestic assets of the banking system, with sublimits on net
bank credit to Government and on gross bank credit to the GPMB. Net
domestic assets of the banking system are programmed to decline by the
equivalent of 69 percent of beginning-of-period money supply. This is
consistent with the programmed decrease in net bank credit to Government
(equivalent to 27 percent of beginning-of-period money supply); a
decline in credit to the GPMB (equivalent to 25 percent of beginning-of-
period money supply); adequate growth in credit to the private sector
and other public enterprises (20 percent); and a further decline in the
domestic asset counterpart of external payments arrears.

In the external sector, the current account deficit in 1987/88 is
projected to remain virtually unchanged at about SDR 40 million, which
implies a decline equivalent to two percentage points of GDP, as an
augmented level of imports, in line with the projected expansion in
output and investment, is expected to be compensated by lower net
interest payments, growing tourism receipts, and a recovery in
nongroundnut exports, including re-exports. The Gambian authorities
recognize that, although world groundnut prices are expected to improve,
recorded groundnut exports will decline (the present forecast is by
about 14 percent), in line with a projected reduction in GPMB purchases
associated with the decline in the domestic producer price. However,
they expect that, with anticipated further strong growth in groundnut
production and continued confidence in exchange and interest rate
policies, inflows from unrecorded groundnut exports through the private
capital account will increase. This, complemented by modest increases
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in official transfers and net official borrowing, is expected to result
in a surplus of SDR 3 million in the overall balance of payments
(excluding exceptional financing). Exceptional financing in 1987/88 is
projected at SDR 35 million, compared with SDR 51.6 million in 1986/87,
and includes, inter alia, the purchase of SDR 2.05 million under the
recent stand-by arrangement, the expected second annual disbursement
under the SAF (SDR 5.13 million), and expected disbursements of SDR 13
million from a second World Bank SAC (including cofinancing). During
1987/88 the authorities aim to reduce The Gambia's external payments
arrears on a cash basis by at least SDR 18 million and to continue to
build up gross official foreign reserves by at least SDR 8 million, to
the equivalent of 3.1 months of imports. In the present circumstances,
the Gambian authorities do not intend to request a new stand-by
arrangement for 1987/88.

3. Benchmarks for 1987/88

The benchmarks for monitoring structural policy implementation for
1987/88 are shown in Table 9 and relate to (i) enactment of the revised
investment code; (ii) the action plan for agricultual credit reform;
(ii1) the liberalization of domestic groundnut marketing channels;

(iv) actions under the Administrative Reform Program; (v) preparation of
a public investment program for 1988/89-1990/91; (vi) more complete
accounting of technical assistance activitiesj (vii) the signing of
performance contracts with several major public enterprises--the GPMB,
the GUC, and the GPA; and (viii) the introduction of the general sales
tax and implementation of the reform of the income tax law.

The quantitative benchmarks for 1987/88, as set forth in Table 10,
comprise limits for October 1987 and quarterly thereafter on (i) the net
domestic assets of the banking system (defined to exclude the
counterpart of valuation changes in the net foreign assets of the CBG);
(ii) net bank credit to Governmentj (iii) gross bank credit to the GPMB;
(iv) the government transfer to the GPMB; (v) total external payments
arrears; (vi) short-term external public debt outstanding; and (vii) new
external loans on nonconcessional terms contracted or guaranteed by the
Government in the maturity range of 1-12 years; and targets for October
1987 and quarterly thereafter on (viii) the minimum level of gross
foreign reserves to be held by the CBG.
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Table 9. The Gambia: Benchmarks of Implementation of
Structural Policy Measures for the 1987/88 Program
Under the Structural Adjustment Facility

Policy measures Dates

1. Sectoral policies

Enact revised investment code By Janvary 31, 1988
Prepare time-bound action plan
for recovery of all outstanding

GCU loans By January 1, 1988

Reduce preferential buying allowance
of the GCU By November 15, 1987

2. Administrative Reform Program

Establish new Personnel Management
Office By January 1, 1988

Implement new civil service grade
structure By January 1, 1988

3. Public expenditure

Prepare public investment
program for 1988/89-1990/91 in
consultation with the World Bank By June 1, 1988

Prepare roster of all noaproject
technical assistance activities By March 31, 1988

4. Public enterprises

Sign performance contracts with
GPMB, GUC, and GPA 8y January 1, 1988

5. Fiscal policy

Introduce the general sales tax
and 1mplement reform of income
cax law By March 31, 1988

Source: Letrter from the Gambian authorities dated November 4, 1987. I
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Tahle 10. The Gamhia: Auantirative Benrhmarks Tnder the Structural
Ad justment Facilitv Arrangement for 1987/8%

Stock at Maximim Mumulative Change from
June 3N July 1, 1987 to
1987 Oct. 31, Mec. 1, March 31, June 3,
1987 1987 1998 1998

(Tn millions of dalasis)

Nomestl: seator

Net domestic assets 1/2/3/ 257.8% -46.3 -32.5 -h1.R8 -224.9
Net credit to -

Novernment 2/3/4/ -h7.7 a1.6h 56.13 2n.n -87.9
Sross credit to the GPMR 157.2 -122.9  -118.4 -57.5 -R3.n
Government transfer

to the GPMB 11n.7 13n.7 13n.7 13n.7

Stock at Maximum Stnck at the Fnd of
June 10, Oce. 11, MNec. 31, March 31, TJune 30,

1987 1987 1987 1988 1988

{(ln millions of SDRs)

External sectnr

Total external arrears 5/ 46.7 6/ 44.0 42.2 313.2 28,7
Short-term public sector
deht ontstanding 7/ 7.0 B/ 7.0 7.0 7.0 7.0

Contracting or guaranteelng
of new medium- or long-
term nonconcessinnal
external deht hy the
public sectar In the 1-12
vear maturfity range durlog
period 9/ - - - -

Stock at Minfmum Cumnlat{ve Increase from
June 30, July 1, 1987 o
1987 Oct. 31, MNec. 31, March 31, Tuyne 1N,
1987 1987 1988 1788

(In millions of SNRs)

Gross afficial foretegn
reserves 17.7 1.2 1.A 4.8 ’.n

Source: Letter from the Gamhian authorlictles dated November 4, 1987,

1/ Fxcludes the counterpart of valuatifon changes in net forelen assets of
the CREG.

2/ The limits for Nctaber, Necemher, and March will be adjnsted downward or
uﬁ;érd hy the fnll amount of the cumulative excess or shortfall of external
cash loans and grants and commadity assistance (loans and grants), compared
with the prosram estimates for the periods Sfuly-Nctober 1987 Tuly-Necember
1987, and Julw 1987-March 1998, respectively; and the limtt far Tune will he
ad justed downward hy the full amount of the cumulative excess aof such loans
and grants over the program eatimate for the period tulv 19%7-Tyne 1984,

3/ The lmits for Nctober, Necember, March, and June will be adfusted
downward hy the full amount of the cumnlative shortfall in the paymant of the
domestic counterpart of all nonreschedulahle povernment debt service
obligations falling due durlng the periods .Tulv-Nctober 17987, July-Necember
1987, July 1987 -Mirch 19980 and Julv 1987-Tune 1988, respectively.

4/ The timivs for Ocraber, Necemher, March, and June will he adinsted
downward by the full amount of the cumilative excess of recavery af nrincipal
by the fiavernment with respect to the Managed Fund, cnmpared with the program
estimates for the periods Julv-October 1987, Tulv-DPecemher 1997, Inly 1987-
March 1988 and July 1997-Tune 1788,

5/ The limits for Nctober, Necemher, and March w{ll he adjusted dawnward nor
uﬁ;ﬁrd by the full amount of the cumulative exreas or qhortfall nf certain
exceptional fareiga financing, compared with the program estimates for the
periods Tnlyv-Netober 1787, July-Decemher 1987, and July 1237-March 1988
respectively; and the bimit for June will be adjusted downward hy the full
amount of the cumilative excess of such {inancing over the propram estimate for
the perind Yuly 1927-June 198R. Alsn, these limits will be adjusted dnwnward or
upward hv the Full amauat af addit{onz]l reschedullneg or by the fall amount of
disclasure of arrears which madifies the end-Tune 1987 gtack,

A/ After resgchedultnz and valued at end-Aueust 1987 exchange rates.

7/ Exclndes {mport-related credlts.

R/ Valued at end-August 1987 exchanpe rates.

9/ Eucludes refinancing laans coutracted {n the context nf passihle
multilateral reachednling arrangements.



V. Staff Appraisal

As noted on the occasion of the second review under the Fund's
recent stand-by arrangement for The Gambia, the major objectives of the
ad justment program for 1986/87 were achieved. Growth in real GDP was
higher than anticipated; the rate of inflation declined markedly; and,
most strikingly, aided by a high level of exceptional financing, the
increase 1n gross official foreign reserves plus the reduction in
external payments arrears was considerably larger than expected. Of
particular importance in achieving this broadly based improvement were
the continued smooth functioning of the interbank exchange rate system
and implementation of a more flexible interest rate policy; adherence to
the program's fiscal stance; and a restrained overall credit policy. At
end-June 1987 The Gambia observed all the performance criteria of the
stand-by arrangement and met its indicative target on gross official
foreign reserves. The implementation of structural policies identified
as benchmarks for 1986/87 under The Gambia's first year SAF program was
equally encouraging, with substantial and timely progress made in all
key areas. A thorough revision of the investment code was undertaken; a
large civil service retrenchment program was carried out, and a
comprehensive, multiyear administrative reform program was prepared;
stringent criteria for project selection were instituted for the public
investment program and a core program for 1986/87-1988/89 was
identified; a comprehensive plan for rationalizing the public enterprise
sector was adopted; and specific proposals were put forward for
increasing the share of revenues from domestic taxes.

Nevertheless, The Gambia's external payments position remains
vulnerable and heavily dependent upon official transfers and
concessional lending, which clearly calls for further efforts to bring
the current account to a sustainable level through continued vigorous
implementation of policies under the SAF-supported program.

Within the context of updating their PFP to cover the period
1987/88-1989/90, the Gambian authorities reassessed medium-term external
financing prospects and, on this basis, raised marginally the target
annual rate of growth for real GDP from 3.3 percent to 3.5-4.0 percent
to permit a recovery in real per capita income and consumption. The
external current account deficit (excluding official transfers) is
programmed to decline steadily, although the improvement is somewhat
less than that envisaged in the original PFP, largely because of lower
than initially projected recorded groundnut exports and increased import
levels to support the higher than originally projected economic
growth. Regarding the required financing, it is expected that bilateral
and multilateral donors will continue to support The Gambia's adjustment
efforts and structural reforms, with crucial financing being sought from
a second World Bank SAC and the second and third annual arrangements
under the SAF. Assuming sustained surpluses in the private capital
account, which will require the continued conduct of flexible interest
and exchange rate policies and a steady inflow of foreign direct
investment, financing is projected to be sufficient to enable The Gambia




to eliminate all of its external payments arrears and to accumulate
external reserves to the equivalent of about 3.5 months of imports
without further recourse to debt relief from Paris and London Club

creditors.

As spelled out in the updated PFP, for the period 1987/88-1989/90
the Gambian authorities will continue to pursue appropriate exchange
rate, interest rate, demand-management, and external debt and reserve
policies. In addition, it will be essential for the authorities to
implement effectively their stated policies for promoting growth in
agriculture, industry, fisheries, and tourism; improving public sector
management; and rationalizing the price structure.

The Government has set feasible objectives for 1987/88, including a
rate of growth of 4 percent in real GDP; a much lower rate of inflation}
a narrowing of the external current account deficit in relation to GDP;
and another increase in external reserves plus a further reduction in
external payments arrears.

The elaboration of the authorities' economic and financial program
for 1987/88 was greatly facilitated by the timely adoption and implemen-
tation of measures in the context of the second review under the recent
stand-by arrangement. These included a reduction of almost 17 percent
in the domestic groundnut producer price (to align it more closely to
the world market level and curtail the budgetary subsidy to the GPMB)
and further restraint in the overall fiscal stance.

To adhere to the budget deficit target, further improvements will
need to be made in tax administration, with special efforts directed
toward strengthening the central revenue and customs departments.
Moreover, the authorities should introduce the sales tax and implement
the reform of the income tax law in a timely manner. Regarding
expenditures, personal emoluments are expected to rise only modestly,
due, importantly, to the decision not to grant a general salary increase
in 1987/88. However, a relatively large increase is being provided for
urgently required maintenance and more adequate levels of materials and
supplies., It is particularly important that the reform of the GPMB
proceed as scheduled and that the budgetary transfer to the GPMB not
exceed the program limit., Following the steep rise in development
spending in 1986/87 from a particularly low level the previous year, the
authorities are appropriately limiting the increase in 1987/88 in accord
with the core public investment program agreed with the World Bank.

The Gambian authorities are to be commended for their continued
implementation of prudent financial policies. The monetary and credit
program for 1987/88 takes adequate account of a possible further
financial deepening in the economy and the projected increase in the net
foreign assets of the banking system. To ensure that, as in 1986/87,
there is no positive domestic contribution to monetary growth, net
domestic assets of the banking system are programmed to decline
sharply.
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Although the external current account deficit in 1987/88 is
programmed to remain virtually unchanged, inflows from unrecorded
groundnut exports through the private capital account are expected to
increase. In addition, modest increases are expected in official
transfers and net official loans, and a small overall balance of
payments surplus (excluding exceptional financing) is projected.
Exceptional financing in 1987/88, although significantly lower than in
1986/87, is still expected to remain relatively high. 1In view of The
Gambia's vulnerability to changes in the external environment, the staff
supports the authorities' decision to use this opportunity to further
reduce external payments arrears sharply and to increase gross official
foreign reserves to the equivalent of just over three months of imports.

In view of the progress already achieved, the continued commitment
shown by the Gambian authorities, and the policies spelled out for the
period 1987/88-1989/90, the staff strongly endorses the updated Gambian
three-year program and the detailed program presented for 1987/88.

The Gambian program includes a comprehensive plan for eliminating
external payments arrears. Therefore, the staff recommends approval of
the exchange restrictions evidenced by these arrears.




VI. Proposed Decision

The following draft decision is proposed for adoption by the
Executive Board:

(1) Second Arrangement Under the SAF

1. The Government of The Gambia has requested the second annual
arrangement under the structural adjustment facility.

2. The Fund has appraised the progress of The Gambia in
implementing the policies and reaching the objectives of the program
supported by the first annual arrangement, and notes the updated policy
framework paper EBD/87/300.

3. The Fund approves the arrangement set forth in EBS/87/236.

(ii) Exchange System

The Fund grants approval for the retention by The Gambia of the
exchange restrictions evidenced by external payments arrears, and of the
exchange restrictions remaining pending the execution of the
rescheduling agreements with each individual creditor until Augﬁst 31,
1988, or the next Article IV consultation with The Gambia, whichever is

earlier.



- 28 - ANNEX

The Gambia - Structural Adjustment Facility:
Second Annual Arrangement

Attached hereto is a letter dated November 4, 1987 from the
Minister of Finance and Trade and the Governor of the Central Bank of
The Gambia requesting from the Fund the second annual arrangement under
the three-year structural adjustment arrangement and setting forth the
objectives and policies of the program to be supported by the second
annual arrangement.

To support these objectives and policies, the International
Monetary Fund grants the requested arrangement in accordance with the
following provisions and subject to the regulations for the
administration of the structural adjustment facility:

i. The second loan in the amount equivalent to SDR 5.13 million is
available for disbursement at the request of The Gambia.

2. Before approving the third annual arrangement, the Fund will
appraise the progress of The Gambia in implementing the policies
and reachlng the objectives of the program supported by the second
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a. the indicators apcuLchu in dedBLdpub 2 13 of the
attached letter and set forth in Tables 4 and 5 of that
TArra aw-s
LELLET y

b. imposition of restrictions on payments and transfers for
current international transactions}

c. introduction of multiple currency practices;

d. conclusion of bilateral payments agreements which are
inconsistent with Article VIIT; and

e. imposition or intensification of import restrictions for

balance of payments reasons.

3. In accordance with paragraph 15 of the attached letter, The Gambia
will provide the Fund with such information as the Fund requests in
connection with the progress of The Gambia in implementing the
policies and reaching the objectives supported by the second annual
arrangement.
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In accordance with paragraph 15 of the attached letter, The Gambia
will consult with the Managing Director of the Fund on the adoption
of any measures that may be appropriate at the initiative of the
Government or whenever the Managing Director requests consultation
because of deviations from any of the indicators under paragraph 2
above or because he considers that consultation on the program is
desirable. These consultations may include correspondence and
visits of officials of the Fund to The Gambia or of representatives
of The Gambia to the Fund.
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THE REPUBLIC OF THE GAMBIA

November 4, 1987

Mr. M. Camdessus

Managing Director
International Monetary Fund
Washington, D.C. 20431

Dear Mr. Camdessus:

1. On September 17, 1986 the Fund approved for The Gambia a three-vyear
arrangement with a presently effective amount equivalent to SDR 10.9
million (or 63.5 percent of The Gambia's quota in the Fund) and a first
annual arrangement in an amount equivalent to SDR 3.42 million (or 20
percent of quota) under the structural adjustment facility (SAF) as well
as a 13-month stand-by arrangement in an amount equivalent to SDR 5.13
million (or 30 percent of quota) in support of a continuation in 1986/87
(July-June) of our Economic Recovery Program adopted in 1985. 1In the
context of the two reviews under the stand-by arrangement, we described
in a letter to you dated March 19, 1987 and in the attached memorandum
and in a letter to vou dated July 21, 1987 progress in policy imple-
mentation and economic and financial developments. 1In hrief, the .
adjustment program adopted by the Government in mid-1986 was implemented
successfully, and, as a result, the major program objectives were
achieved. TIn particular, the floating exchange rate system introduced
in early 1986 continued to function satisfactorily, supported by a
liberalized interest rate policy, and generally restrained financial
policies were pursued. Also, to enhance our overall policy effort, a
rescheduling agreement was concluded with Paris Club creditors, with the
bilateral agreements signed broadly on schedule, and a rescheduling
agreement with London Club creditors 1s expected to be signed by
end-November. Favorable developments included higher—-than—anticipated
growth in real gross domestic product (GDP); a marked deceleration in
the rate of inflation (as measured by the consumer price index on an
end-period to end-period basis); and, most strikingly, an increase in
gross official foreign reserves plus a reduction in external payments
arrears considerably larger than planned.

2. Regarding the structural benchmarks for the first year SAF program,

as indicated in Table 1, notwithstanding two slight slippages,

substantial and timely progress was made in all of the specified

areas. A thorough revision of the investment code was undertaken; a

large civil service retrenchment program was carried out and a

comprehensive, multi-year administrative reform program prepared;

stringent criteria for project selection were instituted for the public

investment program and a core program for 1986/87-1988/89 was

identified; a comprehensive plan for rationalizing the public enterprise ‘
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sector was adopted; and specific proposals were put forward for
increasing the share of revenues from domestic taxes. Moreover, apart
from the nonobservance of one performance criterion at end-Septemher
1986 (i.e., on net bank credit to Government) for largely technical
reasons, The Gambia met all the stand-by arrangement's performance
criteria, which served also as quantitative benchmarks under the SAF
arrangement, and all the indicative targets (Tables 2 and 3).

3. In collaboration with the staffs of the Fund and World Bank, we
have recently updated our initial policy framework paper (PFP), which
covered the period 1986/87-1988/89. The new PFP covers the period
1987/88-1989/90 and thus elaborates objectives and policies for the
remaining two years of the original three-year period and for an
additional year. The PFP is being transmitted today to you and the
President of the World Bank. To underpin our continuing efforts to
promote adjustment with growth in the context of our updated PFP, this
letter sets out the objectives and policies that the Government of The
Gambia intends to pursue for the period July 1, 1987-June 30, 1988, for
which balance of payments assistance is needed. TIn support of these
objectives and policies, the Government of The Gambia hereby requests
from the Fund a second annual arrangement under the SAF, equivalent to
SDR 5.13 million, corresponding to 30 percent of The Gambia's quota in
the Fund. Although we are submitting our request for a second annual
arrangement several months after the beginning of our fiscal year
(July 1), we request that The Gambian fiscal year be retained as the
program year, as the Government determines its policies on this basis.
Tn this regard and in the context of the second review under our recent
stand-by arrangement, the Government made important policy commitments
and has already implemented the associated measures relating to
groundnut producer pricing policy and the overall fiscal stance for
1987/88.

4, The revised PFP includes as medium—term objectives: (1) growth in
real GDP of 3.5-4.0 percent per annum, compared with the initial annual
target of 3.3 percent, thus permitting a steady, albeit modest, recovery
in real per capita income and consumption and an improvement in private
investment; (ii) a further deceleration in the rate of inflation to
about 8 percent by 1989/90, from the initial target rate of 10 percent
for 1988/89; (iii) a narrowing of the external current account deficit
(excluding official transfers) from 33.6 percent of GDP in 1986/87 to
24.5 percent in 1989/90, compared with the original PFP three-year
improvement of 11.5 percentage points of GDP; and (iv) the complete
elimination of external payments arrears plus a substantial buildup in
external reserves to the equivalent of about 3.5 months of imports to
support The Gambia's liberalized exchange and trade system.

5. TFor the period 1987/88-1989/90, in addition to the continued
conduct of appropriate exchange rate, interest rate, demand management,
and external debt and reserve policies, the PFP contains specific
policies for promoting growth in agriculture (rationalizing the
groundnut sector, reforming the credit system, and streamlining the



- 32 - ATTACHMENT

Ministry of Agriculture), industry (revising the investment code and
encouraging term lending), fisheries (improving surveillance,
infrastructure, training, and credit facilities), and tourism
(divestiture); improving public sector management (strengthening tax
administration, implementing a sales tax and reforming the income tax
law, restructuring the civil service, improving investment project
selection and the monitoring of project expenditure and technical
assistance, and divestiture of major public sector enterprises); and
rationalizing the price structure (particularly for petroleum products,
selected public utilities, and transportation).

6. The Government's program for 1987/88, in support of which a second
loan under the SAF is being requested, has as its main objectives a rate
of growth of 4 percent in real GDP; a lower rate of inflation (12.5 per-
cent, compared with 20 percent in 1986/87); a narrowing of the external
current account deficit in relation to GNP (to 31.6 percent from 33.6
percent in 1986/87); and another reduction in the level of external
payments arrears plus a further reconstitution of gross official foreign

reserves.

7. To achieve the above objectives, further substantial progress will
be made in the implementation of structural policies as detailed in the
updated PFP, while emphasis will continue to be accorded the proper
functioning of the interbank exchange rate system and the flexible
interest rate policy. Attainment of the obhjectives for 1987/38 will
depend also on adherence to the specific measures relating to groundnut
producer pricing and fiscal policies agreed upon in the context of the
second review under the recent stand-by arrangement.

8. With respect to groundnut producer pricing, on June 26, 1987 the
domestic producer price was reduced by 16h.7 percent for the 1987/88 crop
season, thus narrowing the differential with export unit values from

23 percent in 1986/87 to a projected 7 percent in 1987/88. It had been
estimated that this cut would enable the Government to reduce the
budgetary subsidy to the Gambia Produce Marketing Roard (GPMB) to the
equivalent of 4 percent of GNP, compared with a subsidy in 1986/87 of
about 8 percent of GDP. 1In addition, the Government has recently used
part of its growing net creditor position with the Central Bank of The
Gambia (CBG) to repay the GPMR's accumulated debt to the CBG (D 95.8
million, or almost 8 percent of GNP), which will further reduce the
budgetary subsidy in 1987/88 to below 3 percent of GDP by alleviating
heavy GPMB interest payments. Reflecting these two actions, the
government transfer to the CPMB in 1987/88 is D 130.7 million, or 10.6
percent of GDP.

9. The Government's fiscal stance for 1987/88, which takes into
account the large transfer to the GPMB, aims at containing the budget
deficit on a partial commitment bhasis and excluding grants to

D 233.8 million, or 18.9 percent of GDP, compared with a deficit of

N 225.9 million, or 21.3 percent of GNP in 1986/87—-a deficit which
included the assumption by the Government in January 1987 of
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government—guaranteed loans (equivalent to about 7 percent of GDP)
extended by the Gambia Commercial and Development Bank to certain
private and public enterprises, as had been agreed under the stand-by
arrangement. To adhere to the 1987/88 budget deficit target, efforts
are currently under way both to boost revenues and restrain expendi-
tures. With regard to revenues, improvements continue to be made in tax
administration through the strengthening of the central revenues and
customs departments. Moreover, in late 1987/88 a general sales tax will
be introduced and a reform of the income tax law (involving a reduction
in the number of tax brackets, the elimination of the highest marginal
tax rates, and the incorporation of certain sources of nonwage income)
will be implemented. Concerning expenditures, outlays on personal
emoluments are projected to rise by a modest 11 percent, reflecting
mainly augmented allowances and the implementation on January 1, 1988 of
a recommended restructuring of salary grades, with the additional cost
of these adjustments estimated to be below the full-year reduction in
expenditure associated with the recent retrenchment exercise. No
general salary increase is planned in 1987/88 for the public sector.
However, a relatively large increase (23 percent) is being provided for
"other charges,” especially for urgently required maintenance and more
adequate levels of materials and supplies. Following the steep rise (78
percent) in development expenditure in 1986/87 from a particularly low
level in 1985/86, the Government will limit the increase in 1987/88 to
15 percent, to a level of D 186 million, in accord with the core public
investment program agreed with the World Bank. As in 1986/87, external
grants plus net forelgn borrowing is projected to be well in excess of
the budget deficit, and the Government is therefore expected to increase
its net creditor position with the banking system by D 87.9 million.

10. The monetary and credit program for 1987/88 takes account
principally of a possible further financial deepening in the economy
(i.e., allows for another decline in the income velocity of money) and
the projected increase in the net foreign assets of the banking
system-—mainly the buildup in gross official foreign reserves and the
reduction in external payments arrears. Thus, based on a projected
increase in money balances of 17 percent (or 26 percent on an average
annual basis, compared with an increase in nominal GDP of almost

16.5 percent) and a rise in the net foreign assets of the hanking system
of D 281.4 million, net domestic assets of the banking system (defined
to exclude the counterpart of valuation changes in the net foreign
assets of the CBG) are programmed to decline by D 224.9 million,
equivalent to 69 percent of beginning-of-period money supply. This is
consistent with the programmed decrease in net bank credit to fovernment
(equivalent to 27 percent of beginning-of-period money supply); a
decline in credit to the GPMB (equivalent to 25 percent of beginning-
of-period monev supply); adequate growth in credit to the private sector
and other public enterprises (29 percent); and a further decline in
other domestic assets associated with the reduction in external payments
arrears. Therefore, for the second consecutive vear, the increase in
demand for money in 1987/88 would be accommodated entirely by an
increase in net foreign assets.
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11. The external current account deficit in 1987/88 is projected to
remain virtually unchanged at about SDR 40 million, which implies a
decline in its ratio to GDP by two percentage polints (to 31.6 percent),
as higher imports, consistent with the projected expansion in output and
investment, are expected to be compensated by lower net interest
payments, growing tourism receipts, and a recovery in nongroundnut
exports, including re—exports. Although world groundnut prices are
expected to improve, recorded groundnut exports are forecast to decline
GPMB purchases. However, with the anticipated strong growth in
groundnut production and continued confidence in exchange and interest
rate policies, inflows from unrecorded groundnut exports through the
private capital account are expected to increase. This, together with
modest increases in official transfers and net official loans, is
expected to result in a surplus of SDR 3 million in the overall balance
of payments (excluding exceptional financing). FExceptional financing
for 1987/88, although significantly lower than in 1986/87, is expected
to amount to SDR 35 million, including, inter alia, purchases of SDR
2.05 million under the recent stand-by arrangement, the second annual
disbursement of SDR 5.13 million under the SAF, disbursements of SDR 13
million associated with a second World Rank SAC (including cofinancing),
and a first disbursement of SDR 1.6 million under a TSAID African
Tconomic Policy Reform Program. During 1987/88 The Gambia aims to
reduce external payments arrears on a cash basis by at least SDR 18
million, while continuing to build up gross official foreign reserves by
at least SDR 8 million, to the equivalent of 3.1 months of imports.

12. Structural policies for 1987/88 are spelled out in the updated PFP,
and the benchmarks for monitoring structural policy implementation are
shown in Table 4 and relate to (i) enactment of the revised investment
code; (1ii) the action plan for agricultural credit reform; (iii) the
liberalization of domestic groundnut marketing channels through a
reduction in the preferential buying allowance of the Gambia Cooperative
Union (GCU); (iv) actions under the Administrative Reform Program;

(v) preparation of a public investment program for 1988/89-1990/91;

(vi) more complete accounting of technical assistance activities;

(vii) the signing of performance contracts with several major public
enterprises——the GPMB, the Gambia Mtilities Corporation (GUC), and the
Gambia Port Authority (GPA); and (viii) the introduction of the general
sales tax and implementation of the reform of the income tax law.

13. The quantitative benchmarks for 1987/88 set forth in Table 5
comprise limits for Qctober 1987 and quarterly thereafter on (i) the net
domestic assets of the banking system (defined to exclude the counter-
part of valuation changes in the net foreign assets of the CBG);

(11i) net bank credit to Government; (iii) gross bank credit to the GPMB;
(iv) the govermment transfer to the GPMB; (v) total external pavments
arrears; (vi) short—term external public debt ocutstanding; and (vii) new
external loans on nonconcessional terms contracted or guaranteed by the
Government in the maturity range of 1-12 years. There are also targets
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for October 1987 and quarterly thereafter on the minimum level of gross
foreign reserves to be held by the CBG.

14, The Gambia will maintain its present arrangement for the advance
acquisition of SDRs to be used to service The Gambia's obligations to
the Fund for the remainder of its SAF arrangement.

15. The Government of The Gambia believes that the policies and mea-
sures described in this letter and in its updated PFP are appropriate to
attain the objectives of its program for 1987/88, but it will take any
further measures that may become necessary for this purpose. The
Government will consult with the Managing Nirector of the Fund on the
adoption of any measure which may become appropriate, either on its own
initiative, or if the Managing Director requests such consultations. 1In
addition, the Government will remain in close contact with the staffs of
the Fund and the World Bank on developments and progress in implementing
these policies, and the PFP will be updated annually as the program is
implemented. The fGambia will provide the Fund with such information as
the Fund requests in connection with its progress in implementing the
policies and achieving the objectives of the program. The Government of
The Gambia remains convinced of the need to sustain its medium-term

ad justment efforts, and, in this endeavor, counts on the continued
assistance of the Fund.

Sincerely,

/s/ /s/
S.S. Sisay T.G.G. Senghore
Minister of Finance Governor

and Trade Central Bank of The Gambia
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Table L. The Gambia: Benchmarks of Implementation of
Structural Policy Measures for the 1986/87 Program
Under the Structural Adjustment Facility

Policy measures Dates
Program Actual

l. Sectoral policies

Revise investment code Dec. 1986 May 1987

2. Civil service reform

Fully implement the
government employment
retrenchment program Oct. 1986 Oct. 1986

Prepare an Administrative Reform
Program, including pay and

grading reforms Feb. 1987 March 1987

3. Public investment

Prepare revised public
investment program for
1986/87-1988/39 Dec. 1986 Dec. 1986

4. Public enterprises

Prepare divestiture and
rationalization plan for
1986/87-1988/89 Dec. 1986 Nov. 1986

5. Fiscal policy

Elaborate proposals for
increasing the revenue
contribution of domestic
taxes, for implemeantation
in fiscal year 1987/88 March 1987 March 1987

Sources: EBS/86/189; and information provided by the Gambian authorities.
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Tahle 2. The Gamhia: Nuantitative Performance Criteria
lInder Stand-Bv Arrangement, Fnd-Septemher
and End-Necember 1984

Stock at Maximum Cumulative Change
June 30, from July 1, 198h to
1986 Sept. 30, 198hA Dec. 31, 198h

(In millions of dalasis)

Net domestic assets 1/ 555.4
Program - 28.8 2/ 43.3 3/
Actual -141.5 -269.7
Margin (=) or excess -17n.3 -226.4
Net credit to Government 1nn.3
Program 3.2 2/ -134.3 3/
Actual 26.1 -137.6
Margin (-) or excess 22.9 -3.3
Gross credit to the GPMB 132.8 4/
Program - -13.4 -9.2
Actual ~-42.6 -29.6
Margin (-) or excess -29.9 -20.4
Stock at
Tune 39, Maximum Stock At the End of
1986 Sept. 30, 1986 Nec. 31, 1986
(In miltions of SNRs)
Total external arrears 17.82 5/
Program - 77.82 77.82 6/
Actual 73.03 7n.93 6/
Margin (=) or excess -4.,79 -A.89
Short-term public sector
debt outstanding 9.52 5/
Program - 8.4 8.62
Actual R.724 7.93
Margin (~) or excess -n.13R8 -n.79

Contracting or guaranteeing of

new nonconcessional external

debt by the public sectar in

the 1-12 year maturity range

during periond
Program -= -
Actnal - -
Margin (-) or excess - -

Sources: T©BS/86/189; and data provided by the Gamhian authorities.

l/ Excluding the counterpart of valuation changes in net foreign assets of
the CBG.

2/ Adjusted to reflect the shortfall of D 34.2 million in external cash
loans and grants and commodity assistance (loans and grants) from the original
program estimate for Julv-Sentember 1996.

3/ Adjusted to reflect the excess of D 7n.3 million of external cash loans
and grants and commoditv assistance (lnans and grants) over the original
program estimate for July-Necemher 1986.

4/ Revised to include the GPMB's suspense accounnt (D 15.6 millfan) with the
CRG.

5/ Revised to reflect updated exchange rates, cancellations of certain
loans hefore end-Tune 198A, and the disclosure of additlanal short-term Adeht at
the Paris Club.

ﬁ] Exclndes deht relief provided hy the rescheduling exercise.
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Table 3. The Gambia: AQuantitative Pecformance €riterfa and
Indicative Targets !'nder Stand-by Arrangement, Znd-March
and "ad-June 1987

Stock at Maximum Cumulative Change
June 30, from July 1, 1986 to
1986 March 31, 1987 June 30, 1997

(In millions of Adalasis)

Net domestic assets 1/ 555.4

Program -179.8% -329.4 2/
Actual -212.9 -391.0
Margin (-) or excess -33.1 ~h1.4
Net credit to Goverament 100.3
Program -27.9 -159.2 2/3/
Actual -31.3 -168.0
Margin (=) or excess -3.4 -R.8
fross credit to the GPMB 132.8 &4/
Program - 36.1 26,3
Actual 35.2 24.4
Margin (-) or excess -n.9 -1.9
Stock at
Nec. 31, Maximum Stnck at the Fnd of
1986 March 31, 1997 June 10, 1997
(In millions of SDRs)
Total external atrears 56.2 5/
Program - 54.7 47.9 5/
Actual 54,2 47,7 7
Margin (-) or excess -n.5 -n.2
Short-term public sector
debt outstanding 7/ 7.8
Program 7.3 6.%
Actual A.4 5.7
Margin (-) or excess -n.9 =-N.1
Contracting or guaranteeing of
new nonconcessional external
debt by the public sector in
the 1-12 year maturity range
during period
Program - -
Actual -= -
Margin (=) or excess -- --
Stock at
Tune 30, Minimum Cumulative Tncrease
1986 March 31, 1947 June 30, 1987
fIn millions of SDRs)
Gross official foreign
reserves 1.3 8/
Program 9.5 AN
Actual 7.9 14.4
Margin (+) or shortfall (-) 7.4 N4

Soutrces: EBRI/97/hA; and data provided by the Sambian authorities.

l/ Fxcludes the counterprart of valuation changes in net forelgn assets
of the CBf.

2/ Adjusted to reflect the cumulative excess of N 44,1 millicon In
external cash loans and grants and commodity assistance (loans and grants)
over the program estimate for the period July 192h-June 1987
(N 269.5 millian),

3/ Adjusted to reflect the cumulative recaverv of principal hv the
Government with tespect to the Managed Fund {n the period Jannary-June 19%7
(D N.8 million).

4/ Revised to include the GPMB's suspense account (N 15.4 million) with the
CBR.

5/ After rescheduling and calculated at end-Necenber 1996 exchange rates.

5/ Adjusted to reflect the cumulative excess of SPR 5.3 millinn in
certain exceptinnal foreign financing aver the program estimate for the period
Januacry- June 1987 (SPR 5.5 milllen).

7/ FExcludes import-related credlts and specified bridaing finance.

E/ Revised.
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Table 4. The Gambia: Benchmarks of Implementation of
Structural Policy Measures for the 1987/88 Program
Under the Structural Adjustment Facility

Policy measures Dates

1. Sectoral policies

Enact revised investment code By January 31, 1988
Prepare time-bound action plan
for recovery of all outstanding

GCU 1loans By January 1, 1988

Reduce preferential buying allowance
of the GCU By November 15, 1987

2. Administrative Reform Program

Establish new Personnel Management
Office By January 1, 1988

Implement new civil service grade
structure By January 1, 1988

3. Public expenditure

Prepare public investment
program for 1988/89-1990/91 in
consultation with the World Bank By June 1, 1988

Prepare roster of all nonproject
technical assistance activities By March 31, 19838

4, Public enterprises

Sign performance contracts with
GPMB, GUC, and GPA By January 1, 1988

5. Fiscal policy

Introduce the general sales tax
and implement reform of income
tax law By March 31, 1988
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Table 5. The Gamhia: Nuantitative Benchmarks !Inder the Structural
Ad fusrmant Factlity Arrangement far 1987/8R

Stock at Maximum Cumulative NThange from
June 39, July 1, 1987 to
1987 Nct. 31, MNec. 31, March 11, June 10,
1987 1987 1988 1998

{In millions of dalasis)

Domestic sector

Net demestic assets 1/2/3/ 257.% -46.1 -32.5% -h1.9 -224.9
Net credit to
Government 2(1(3/ -67.7 91.4 56.1 20.0 -R7.9
Gross credit tn the GPMB 157.2 -122.9  -118.4  -57.5 -23.n
Government transfer
to the GPMB 1.7 13n.7 1307 130.7
Stock at Maximum Stock at the Fnd of
June 30, Net. 31, MNec. 31, March 31, June 0,
1987 1987 19R7 19%9 1988

(In millions of SNRsg)

External sector

Total external arrears 5/ 46.7 B/ 44.0 42.2 33.2 28,7
Short-term public sector
debt outstanding 7/ 7.0 8/ 7.0 7.0 7.0 7.0

Contracting or guaranteeing
of new medium—- or long-
term nonconcessional
external Aeht hy the
public sector {n the 1-12
year maturitv range during
period 9/ - - - =

Stock at Minimam furmulative Increase from
June 31, July 1, 1987 to
1987 Act. 31, MNec. 31, ™March 11, .Tune 37,
1997 1937 1988 1938

(In mitlions of SNRs)

Gross officlal foreign
reserves 17.7 1.2 1.4

-~
o
0
ol

1/ Fxcludes the counternart of valuation changes Iin net forelgn assets of
the CRG.

2/ The limits for Nctoher, Necember, and March will be adfusted downward or
uﬁ:ﬁrd by the full amount of the cumulative excess or shortfall of external
cash loans and grants and commodity assistance (loans and grants), compared
with the program estimates for the perlods Julv-October 1987, Julv-December
1987, and tuly 1987-March 1988, respectively; and the limit for Tune will be
ad justed downward hv the full amount of the cumlative excess of snch lonans
and erants over the program estimate for the perfod July 1987-Tune 1988
(Table 6).

3/ The limits for Nctober, Necember, March, and lune will be adlusted
downward by the full amount nf the cumulative shortfall in the payment of the
domestic counterpart nf all nenreschedulable government debt service
obligations falling due during the perlods July-Octoher 1987  luly-Necemher
1987, July 1987-March 1928, and July 1987-Tune 1998, respectivelv (Tahlz A).

4/ The limits for Nctaber, Necemher, March, and June will he adjnsted
downward by the full amount of the cumulatfve excess of recoverv of principal
by the Government with r2spect to the Managed Fund, compared with the program
estimates for the perfods .July-Nctoher 19R7, July-Necember 1987, .Julw 1987-
March 1988, and July 1987-June 198% (Tahle 6).

5/ The limtts for Nctober, Necemher, and March will he adjusted downward nr
up;ard by the full amount of the cumulative excess or shnrtfall of certain
exceptional foreilgn financing, compared with the program estimates for the
perinds July-Ortober 1987 TJylv-Necember 1987  and July 12%7-March 1988,
respectively; and the limit for Tune will be adjusted downward by the full
amount of the cumulative excess of such financing over the program estimate far
the pertod Julv 1987~Tune 1988 (Table A). Also, these limits will he adjusted
downward or upward by the full amount of addttional rescheduling or hy the full
amount of dA{sclasure of arrears which modifles the end-Tune 1987 stack.

6/ Afrer rescheduling and valued at end-Aupust 1987 exchange rates.

z/ Evcludes import-related credits.

9/ Valned at end-August 1987 exchange rates.

9/ Fxcludes refinancing lrans contracted in the context of possihle
mult{lateral reschednling arrangements.
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Managed Fund, and Exceprional Financing, 1987/88
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July-0Ocrt. July-Dec. July 1987- July 1987-
1987 1987 March 1988 June 1988
(In millions of dalasis)
Cash loans 16.0 23.6 65.0 157.7
SAaC 1/ (16.0) (23.6) (65.0) (157.7)
Cash and commodity grants  49.5 57.0 62.5 74.1
STABEX (35.6) (35.6) (35.6) (35.6)
Fuel (7.3) (11.0) (16.5) (23.5)
Rice (6.6) (10.4) (10.4) (15.0)
Total nonpro ject
external financiag 65.5 80.5 127.5 231.8
(In millions of SDRs)
Interest zjéj 3.4 3.7 5.3 6.0
Principal 2/ 2.3 2.8 5.7 5.7
Total debt service 5.7 6.5 11.0 12.7
(In millions of dalasis)
Repayments under - 5.3 5.3 5.3
Managed Fund
(In millions of SDRs)

Cash loans 1.8 2.6 7.1 17.3
First SAC (L.8) (2.6) (3.4) (4.3)
World Bank 0.4 0.4 0.4 0.4

ADF 1.3 1.3 1.3 1.3

SF -= 0.8 1.6 2.5
Second SAC (- (--) (3.7) (13.0)
World Bank -= - -~ 7.0
United Kingdom -= - 3.7 3.7

ADF -= —-- --= 2.3
Cash grants 3.9 3.9 5.5 5.5
STABEX (3.9) (3.9) (3.9) (3.9)
USAID (--) (--) (1.6) (L.6)

Total exceptional

financiang 5.7 6.5 12.6 22.8

1/ Includes disbursements under first and possible second SACs from the

World Baak {(including cofinancing).

2/ After debt relief.

3/ Includes moratorium lnterest payments.
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APPENDIX I ‘

The Gambia—-—-Relations with the Fund

(As of October 31, 1987)

I. Membership status

(a) Date of membership:
(b) Status:

A. Financial Relations

IT. General Department (General
Resources Account)

(a) Quota:

(b) Fund holdings of Gambian dalasis:

(¢) Fund holdings subject to
repurchase and charges

Of which: compensatory
financing facility
credit tranches
supplementary
financing facility
enlarged access
resources

(d) Reserve tranche position

September 21, 1967

Article XIV

SDR 17.10 million

SDR 34.41 million
(201.23 percent of

quota)
SHR Percent
million of quota
17.34 101.41
(4.71) (27.54)
(6.62) (38.68)
(2.99) (17.49)
(3.n2) (17.66)
SDR 45,633

I1IT. Previous stand-by arrangements and special facilities

(a) Stand-by arrangements during the last ten years:

Tndrawn
Arrangement Duration Amount Utilization balance
(In millions of SDRs)

Stand-by 9/17/86-1n0/16/87 5.13 5.13 -
Stand-by 4/23/84-4/22/85 12.83 2.63 10.20
Stand-by 2/22/82-2/21/83 16.90 16.90 -
Stand-by 11/2/79-11/1/80 1.60 1.60 -—
Stand-by 5/18/77-5/17/78 2.53 2.53 -




- 43 - APPENDIX T

The Gambia—--Relations with the Fund (continued)

(b) Special facilities:

Compensatory financing facility 9/25/86 SDR 4.7 million
6/3/81 SDR 9.0 million
11/22/78 SDR 4.5 million
3/16/77 SDR 3.5 million
Iv. SDR Department
(a) Net cumulative allocation: SNR 5.12 million
(b) Holdings: SDR 3.98 million
V. Administered accounts
(a) Trust Fund loans:
(i) Disbursed SDR 5.84 million
(ii) Outstanding SNR 2.40 million
(b) SFF Subsidy Account:
(i) Donations to Fund -—
(ii) Loans to Fund -
(iii) Pavments by Fund SDR 0.53 million
(c) Structural adjustment facility:
(i) Disbursed SDR 3.42 million
(1i) Outstanding SPR 3.42 million
VI. Financial obligations due to the Fund
Overdue
Financial Principal and Interest Due
Obligations Nov.-Dec.
Oct. 31, 1987 1987 1988 1989 1990
(In millions of SDNRs)

Principal - 1.6 4.4 3.9 3.9
Repurchases -- 1.4 3.2 3.1 3.7
TF repayments -- 0.2 1.2 N.8 0.2

Charges and interest,
including SDR, 7TF,
and SAF (prov.) - 0.2 1.2 1.0 0.7

Total - 1.8 5.6 4.8 4.6

|
|
|
|
|
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The Gambia--Relations with the Fund (concluded)

B. Nonfinancial Relations

al

Exchange rate arrangement

Prior to January 20, 1986, the Gambian currency, the dalasi,
was pegged to the pound sterling at a rate of D 5 = £1. The
Gambia has exchange restrictions arising from external payments

arrears which are subject to approval under Article VIII. On
Tannare 20 1984 a flavihla cuatam wac Iintradinrced ninder whisrh +h

o
vaiiuatry &y As/UU,y a LITALULT JSyoOoiLtin wad AllLivVuUduiLCu unluciL wiuiwua i

exchange rate is to be fully determined by market forces in an
interbank market.

Article IV consultation

The 1987 Article IV consultation discussions with The Gambia
were held in Banjul during the period June 2-16, 1987. The staff
report (EBS/87/170) was discussed by the Executive Board on
August 31, 1987, and the decision was as follows:

1. The Fund takes this decision relating to The Gambia's
exchange measures subject to Article VIIT, Sections 2(a) and 3 in
concluding the 1987 Article XIV consultation with The Gambia, in
the light of the 1987 Article IV consultation with The Gambia
conducted under Decision No. 5392-(77/63), adopted April 29, 1977,
as amended (Surveillance over Exchange Rate Policies).

2. The Gambia maintains the restrictive exchange measures
described in SM/87/210, in accordance with Article XIV, Section 2,
except that the restrictions evidenced by the accumulation of
commercial external payments arrears and the multiple currency
practice arising from the costs to purchasers of foreign exchange
of counterpart deposits required for arrears, are subject to
approval by the Fund under Article VIII, Sections 2{a) and 3,
respectively. The Fund urges the authorities to remove these
restrictions as soon as possible.

The Gambia is on the standard 12-month cycle for consulta-
tions.

Technical assistance

CBD: Two members of the CBD panel of experts are currently
assigned to the Central Bank of The fGambia as Fconomic
Advisor and Foreign Exchange Advisor, and Research Advisor,
respectively.
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As of August 30, 1987

(In millions of 7.8. dollars)

APPENDIX TT1

Total Disbursed 1/ Undisbursed 2/
InA _
Structural adjustment 2/ 18.00 18.00 -
Agriculture 16.10 8.53 8.07
Urban development 16.44 7.80 8.64
Transport 23.05 15.93 7.12
Public utilities 3/ 8.15 - %.15
Tourism 4.00 4.00 -
Energy 1.45 1.28 0.17
Education 5.50 5.50 -—
Population, health, and
nutrition 4/ 6.N8 - 6.08
Total 98.77 61.04 38.23
Repayments 0.48 - -
Total cutstanding
(including
andishursed) 5/ 98 .99 _ _
ulivdiouvuiocuy ;’ T b T
IFC investment 2.9n 2.90 --
Source: IBRD.

i/ Beginning in 1981, credits have heen denominated in special

drawing rights. The dollar figures in these

Lixpdlies

colum

ng represent the

dollar equivalent at the time of payment for the "Disbursed” amounts
and the dollar equivalent as of August 1987 for the "Undisbursed”

equi

amounts.

2/ 1IDA and SFA credit only.

Total SAC package is now approximately

US$37 million, including U.X. grant of US$4.3 million equivalent,
African Development Bank cofinancing of US$11.5 million equivalent, and

a Saudi Fund contribution of 1S$3.2 million equivalent.

éj Cr. 1724-GM (Water Supply and Electricity) not yet effective.
ﬁ/ Cr. 1760-GM (National Yealth Development) not yet effective.
é/ Prior to exchange rate adjustments.
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The Gambia: Projection of Gross Bank Credit to the GPMB,
1987/88 (July-June) 1/

(In millions of dalasis)

Stock of bank credit at end-June 1987 157.2 2/
Net deficit in current operations 8.3
Government transfer (-) -50.0

Stock of bank credit at end-September 1987 (Est.) 115.5 gj
Expenses 0.7

Producer payments, bhuying, and processingléj -
Overhead 0.4
Bank interest 0.3
Export duty -
Revenues (-) -1.2
Other income (net) -0.1
TLocal groundnut oil sales -1.1

Groundnut export sales -

Government transfer (=) -80.7
Stock of bank credit at end-October 1987 (Proj.) 34.3
Expenses 6.9
Producer payments, buying, and processing_i/ 5.4
Overhead 0.9
Bank interest 0.6

Export duty —_—

Revenues (=) -2.4
Other income (net) -0.1
Local groundnut oil sales -2.3

Groundnut export sales -

Stock of bank credit at end-NDecember 1987 (Proi.) 38.8
Expenses 91.1
Producer payments, buying, and processing 3/ 85,7
Overhead 1.4
Bank interest 1.0
Export duty 3.0
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The Gambia: Projection of Gross Bank Credit to the GPMB,

1987/88 (July-June) 1/ (concluded)

(Tn millions of dalasis)

Revenues (-) -30.2
Other income (net) -0.2
Local groundnut oil sales -3.4
Groundnut export sales -26.6

Stock of bank credit at end-March 1988 (Proj.) 99.7

Expenses 23.7
Producer payments, buying, and processing 3/ 16.1
Overhead 1.4
Bank interest 1.0
Export duty 5.2

Revenues (-) -49.2
Other income (net) -0.2
Local groundnut oil sales -3.4
Groundnut export sales ~45.6

Stock of bhank credit at end-June 1988 (Proj.) 74.2
Memorandum item:
Total government transfer 13n.7
Sources: DNData provided by the Gambian authorities; and staff

projections.

1/ The following pattern of GPMB's purchases and export sales

of groundnuts is assumed:

Purchases Exports

(percent) {percent)
Octoher 1987 -— -
Novembher—-December 1987 5 -—
January-March 1988 80 35
April-June 1988 15 60
July-September 1988 = 5
100 1n0

2] Tncludes the GPMR's suspense account (D 15.6 million) with the

CBG.

3/ Comprises pavments to producers, agents' fees, and transport,
storage, and processing costs, estimated at D 1,880 per ton, of which

D 1,500 goes to producers of groundnuts.






