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GAMBIE - DOCUMENT DU POINT D’ACHEVEMENT
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RESUME

Historique

Le 19 décembre 2007, la République de Gambie est devenue le 19° pays membre régional
(PMR) a atteindre le point d’achevement au titre de l'initiative PPTE renforcée. En
conséquence, les Conseils d'administration du FMI et de la Banque mondiale ont approuvé en
sa faveur un concours d’allégement de dette PPTE d’un montant de 66,6 millions d’USD en
VAN fin 1999, dont 15,8 millions d’USD de la part du Groupe de la Banque pour
I’allégement de la dette au titre de I’initiative PPTE renforcée. Aucun concours d’appoint
n’est intervenu en faveur de la Gambie.

Evaluation des conditions requises pour le point d’achévement

La Gambie a rempli les six conditions principales requises pour atteindre le point
d’achevement. Elles portaient sur : (i) I’élaboration d’un DSRP complet et sa mise en ceuvre
avec succes pendant au moins un an, et I’lamélioration du suivi de la pauvreté ; (ii) le maintien
de la stabilité macroéconomique ; (iii) le renforcement de la gestion des dépenses publiques ;
(iv) Iutilisation de I’allégement de dette PPTE intérimaire ; (v) la réforme des secteurs de
I’éducation et de la santé; et (vi) les réformes structurelles. D’une maniére générale, la
Gambie a satisfait pleinement a neuf des onze déclencheurs du point d’achévement et
partiellement aux deux autres.

Concours PPTE au point d’achévement et répartition

L’ allégement total de la dette de la Gambie est estimé a 66,6 millions d’USD en VAN fin
1999 et se répartit comme suit : (i) 49,2 millions d’USD (73,9 %) pour I’allégement de dette
multilatéral et (ii) 17,4 millions d’USD (26,1 %) pour I’allégement de dette bilatéral. La part
du Groupe de la Banque est de 15,8 millions d’USD, représentant 32,1 % de I’allégement de
dette multilatéral et 23,7 % de I’allégement total.

Allégement de la dette au titre de I’lADM

Parvenue au point d’achévement, la Gambie peut désormais bénéficier de I’allégement de
dette IADM. L’allégement de dette total de la Banque mondiale (IDA), du FMI et du FAD au
titre de I’lADM s’élévera a 357,89 millions d’USD en valeur nominale, répartis sur 43 ans,
dont 170,10 millions d’USD pour le Groupe de la Banque.

Soutenabilité de la dette et analyse de sensibilité

La dette extérieure de la Gambie en VAN fin 2007 est estimée a 439,4 millions d’USD.
Aprés I’octroi de I’intégralité du concours PPTE promis au point d’achévement, la dette
extérieure de la Gambie sera ramenée a 347,4 millions d’USD, soit 236,4 % des exportations.
Les facteurs a I’origine de la détérioration du ratio dette/exportations en VAN n’étant pas
exogenes, aucun allégement d’appoint ne s’impose. Apres les concours PPTE et IADM, la
dette extérieure de la Gambie tombera a 165,3 millions d’USD en VAN fin 2007, soit
112,5 % des exportations de biens et services. Toutefois, le ratio dette/exportations en VAN
s’établira en moyenne a 143,3 % sur la période 2007-2016 et a 123,9 % sur la période 2017-
2026. Il y a lieu de considérer la Gambie comme un pays présentant un risque élevé de
surendettement sur la période de projection de 2007-2026, puisque le ratio dette/exportations
en VAN est supérieur a la limite ASD de 100 % pour un pays peu performant. Le ratio entre



le service de la dette et les exportations aprés I’allégement de dette PPTE et IADM s’élévera
en moyenne a 9 % sur la période 2007-2016 et a 7,5 % sur la période 2017-2026, bien en
deca de la limite ASD de 15 % pour un pays peu performant. En d’autres termes, le service
de la dette de la Gambie devient soutenable aprés I’allégement de dette au titre de I’initiative
PPTE renforcée et de I’ ADM.

Il ressort de I’analyse de sensibilité de la dette a long terme que de sérieux chocs defavorables
sur le marché des exportations et une importante baisse des financements sous forme de dons
risquent d’aggraver considérablement les indicateurs d’endettement extérieur de la Gambie.
C’est dire la nécessité de maintenir la prudence budgétaire et de poursuivre des politiques
visant a favoriser une croissance économique reposant sur une large assise et a diversifier les
exportations.

Modalités d’octroi et mécanismes indicatifs de financement

Il est proposé que le Groupe de la Banque s’engage a fournir a la Gambie, de janvier 2001 a
juillet 2013, un allégement de dette irrévocable d’un montant de 15,82 millions d’USD en
VAN fin 1999, soit 22,77 millions d’USD en valeur nominale. Ce montant sera financé a
20 % par les ressources internes, 40 % par les contributions de la Commission européenne et
40 % par le Fonds fiduciaire PPTE. Grace a ce concours, I’allégement de la dette de la
Gambie pourra atteindre 71 % de ses obligations de service de la dette envers le Groupe de la
Banque sur la période 2001-2003 et 80 % sur la période 2008-2013.

Recommandations

Les Conseils d'administration sont invités a approuver : (i) I’éligibilité de la Gambie a un
allégement de dette au point d’achevement au titre de I’initiative PPTE renforcée ; et (ii) le
concours PPTE proposé d’un montant de 15,82 millions d’USD en VAN fin 1999 ; et
(iii) I"éligibilité de la Gambie a I’'lADM.
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l. INTRODUCTION

1.1  Le 19 décembre 2007, les Conseils d’administration du FMI et de la Banque mondiale
ont approuveé le document du point de I’achevement pour la République de Gambie, devenue
ainsi le 19° pays membre régional (PMR) a atteindre le point d’achévement au titre de
l'initiative PPTE renforcée’. La Gambie est parvenue & son point de décision en décembre
2000, remplissant les conditions pour I’octroi d’un allégement de dette de 66,6 millions
d’USD en VAN fin 19992, Initialement prévu pour 2003, le point d’achévement a été retardé
par des dérapages macroeconomiques et par la lenteur des réformes structurelles.

1.2 Ce document présente et justifie la proposition d’aide du Groupe de la Banque a la
République de Gambie au titre de I’initiative PPTE renforcée. Aprés cette introduction, la
section Il évalue les conditions que devait remplir la Gambie pour parvenir au point
d’achévement. La section I1l montre la ventilation du stock de la dette et du concours PPTE.
La section IV examine la qualification de la Gambie pour un concours PPTE
complémentaire. La section V se penche sur la qualification de la Gambie pour I’allégement
de dette au titre de I’lADM. La section VI examine la soutenabilité de la dette gambienne
apres le concours PPTE et IADM. La section VII analyse la sensibilité et la soutenabilité a
long terme de la dette extérieure de la Gambie. Les contributions du Groupe de la Banque a la
stratégie de réduction de la pauvreté en Gambie sont passées en revue a la section VIII. La
section IX expose en détail les modalités d’octroi de I’allégement proposé, et la section X
indique les modalités de financement indicatives. La section XI contient les recommandations
soumises a l'attention du Conseil d’administration.

1. EVALUATION DES CONDITIONS REQUISES POUR PARVENIR
AU POINT D’ACHEVEMENT

2.1  La République de Gambie devait satisfaire aux conditions suivantes pour parvenir au
point d’achévement :

0] élaboration d’un DSRP complet, mise en ceuvre satisfaisante de ce dernier
pendant au moins un an et amélioration de la base de données sur la pauvreté
et de la capacité de suivi de la pauvreté ;

(i)  maintien de la stabilité macroéconomique ;

(iii)  renforcement de la gestion des dépenses publiques ;

(iv) utilisation de I’allégement de dette PPTE intérimaire conformément aux
budgets annuels ;

(V) programmes de réforme des secteurs de I’éducation et de la santé ; et

(vi)  création d’un organe de contrdle multisectoriel et privatisation des usines
publiques de transformation de I’arachide dans le cadre d’un programme de
réforme structurelle.

Cette section évalue la performance du pays en ce qui concerne ces conditions.

! Voir IDA/FMI : République de Gambie — Initiative renforcée en faveur des pays pauvres trés endettés :
Document du point d’achévement et Initiative d’allégement de la dette multilatérale, 28 novembre 2007.
2 Voir Résolution B/BD/2001/22 - F/BD/2001/20 des Conseils des gouverneurs, en date du 23 février 2001.



A. Elaboration et mise en ceuvre d’un document de stratégie pour la réduction
de la pauvreté et amélioration du suivi de la pauvrete

2.2 Depuis son arrivée au point de décision, la Gambie a produit deux DSRP complets.
L élaboration de ces deux DSRP a fait appel a un processus participatif. Ces DSRP offrent un
cadre crédible de réduction de la pauvreté. Portant sur la période 2002-2005, le premier
constitue un pas important sur la voie de la réduction de la pauvreté et une base pour I’aide
concessionnelle. Couvrant la période 2007-2011, le second applique les enseignements tirés
du premier DSRP. Il comporte un plan d’action et évalue le colt des activités prioritaires.
Cela permet d’obtenir un meilleur suivi et de privilégier davantage les résultats. Le DSRP
complet a été mis en ceuvre avec succes pendant une annee.

2.3 L’enquéte sur les dépenses des ménages de 2003, le recensement de la population de
2003 et I’enquéte economique de 2005/2006 ont permis d’améliorer la base de données sur la
pauvreté. La capacité de suivi s’est également améliorée grace a la restructuration du
Département central de la statistique, a la formation et a I’assistance technique.

B. Maintien de la stabilité macroéconomique

2.4  Depuis le point de décision en 2000, les politiques et les performances
macroéconomiques de la Gambie sont passées par deux phases. Tout d’abord, entre 2001 et
2003, des dérapages budgétaires, une politique monétaire accommodante et la contraction des
réserves internationales ont provoqué une forte dépréciation du dalasi (la monnaie nationale)
et la flambée de I’inflation. Ainsi, aprés une croissance de pres de 6 % en 2001, le PIB réel a
diminué de 3 % en 2002 ; le déficit global, y compris les dons, est passé de 1,4 % du PIB en
2000 a 13,9 % en 2001 ; le dalasi s’est déprécié de 55 % entre 2001 et 2003 ; I’inflation a
atteint 17 % en 2003 (le taux le plus élevé en deux décennies) ; et les réserves internationales
sont tombées sous la barre de 6-7 mois d’importations entre 2001 et 2003. Cela a entrainé la
dérive du programme soutenu par la FRPC du FMI.

2.5  Apres I'ajustement et la réforme des politiques par la CBG, un nouveau programme
appuyé par la FRPC a démarré en février 2007. La stabilité macroéconomique a été rétablie
durant la période 2004-2007. La croissance économique s’est établie en moyenne a 6,5 % par
an sur la période. Le resserrement budgeétaire et monétaire dés la fin 2003 a permis de
ramener I’inflation de 17,6 % fin 2003 a 1,4 % fin 2006. L’inflation a dépassé 6 % au
deuxieme trimestre de 2007 suite a I’augmentation des prix de certains produits alimentaires
importés, avant de retomber & environ 5% fin 2007. Le solde primaire de base® s’est
amélioré, passant d’un déficit supérieur a 1 % du PIB en 2001 a un excédent de 8,8 % du PIB
sur la période 2004-2006, pour s’établir & environ 9 % en 2007. Avec le retour a la stabilité
macroéconomique et la hausse des apports d’IDE, le déficit du compte des transactions
courantes s’est creusé, mais les réserves sont passées a environ 5 mois d’importations malgré
I’augmentation de ces derniéres. Deux revues du programme soutenu par la FRPC ont été
couronnées de succes.

2.6 D’une maniére générale, aprés une période initiale d’instabilité macroéconomique, la
mise en ceuvre de politiques budgétaire et monétaire prudentes a permis de maintenir un
environnement macroéconomique stable.

® Le solde primaire de base se définit comme les recettes intérieures moins les dépenses et les préts nets,
exclusion faite des paiements d’intéréts et des dépenses en capital financées par I’extérieur.



C. Renforcement de la gestion des dépenses publiques

2.7  Le gouvernement a réformé avec succes la gestion des finances publiques et les
opérations de la banque centrale, ce qui a eu pour effet d’améliorer la transparence et la
responsabilité dans I’utilisation des deniers publics et de réduire les possibilités de corruption.
Il s’agit notamment des reformes suivantes :

e La Loi sur la passation des marchés publics (2001), qui trace le cadre d’un
systtme de passation des marchés ouvert, non discriminatoire et transparent,
appuie les initiatives de lutte contre la corruption et harmonise les politiques et
outils de passation des marchés publics ;

e La Loi sur la gestion et la responsabilité budgétaires (2004), qui harmonise le
cadre juridique d’établissement du budget et de comptabilité avec les normes
internationales ;

e La Loi sur la Bangue centrale (2005), qui accorde a la Banque centrale une
indépendance opérationnelle accrue, y compris pour fixer des plafonds de prét aux
pouvoirs publics et améliorer les mécanismes et les capacités d’audit interne et
externe et de supervision ;

e La Loi sur I’Administration gambienne des recettes (2005), combinant
I’administration de I’impdt sur le revenu et sur le chiffre d’affaires recettes avec
les douanes afin de rationaliser I’administration fiscale et I’application des lois
fiscales ; et

e Le Systéeme de gestion financiére intégrée (IFMIS), qui fournit un systéme intégré
de gestion des dépenses publiques pour tous les stades du processus de
budgétisation et de comptabilisation.

2.8 En outre, le gouvernement a mis a jour le systeme de comptabilité publique jusqu’a
2006 et le systeme IFMIS devrait produire les comptes 2007 d’ici fin mars 2008. Il a
également permis de produire les rapports annuels sur I’ensemble du processus budgétaire et
les rapports semestriels sur I’utilisation de I’allégement de dette PPTE intérimaire.

D. Utilisation de I’allégement de dette PPTE intérimaire

2.9  La Gambie a obtenu un allégement de dette PPTE intérimaire auprés de I’IDA, de la
BAD, du FMI et de I’UE. L’IDA a fourni 8 millions d’USD en VAN ; la BAD, 6.31 millions
d’USD ; et le FMI, 0,6 million USD. Le concours financier intérimaire s’est élevé au total a
17,5 millions d’USD en VAN (21,2 millions d’USD en valeur nominale), dont 17 millions
pour les créanciers multilatéraux et 0,5 million pour les créanciers bilatéraux.

2.10  Les budgets annuels distinguent toutes les dépenses de réduction de la pauvreté. A ce
titre, I’allégement de dette PPTE intérimaire est explicitement considéré comme faisant partie
intégrante des dépenses de réduction de la pauvreté. Le budget annuel et I’affectation des
dépenses de réduction de la pauvreté sont examinés et approuvés en conseil des ministres. Le
gouvernement alloue entre le quart et le tiers des dépenses financées localement a la
réduction de la pauvreté dans I’éducation, la santé, la gestion économique, I’agriculture, la
gouvernance, la réforme de la fonction publique, la décentralisation, le renforcement des
capacités de I’administration locale, la nutrition, le genre et le VIH/sida. La part des dépenses
de réduction de la pauvreté dans les dépenses financées localement est montée a 37 % en
2002, mais a reculé a 24 % en 2005 en raison de I’accroissement des paiements d’intéréts
intérieurs passés de 23 % des dépenses de fonctionnement en 2000 a 45 % en 2005.
Toutefois, leur part est passée de 24 % en 2005 a 26 % en 2006 et a environ 34 % en 2007,



sous I’effet de la marge budgétaire offerte par la baisse de la part des paiements d’intéréts de
I’Etat, tombée de 45 % en 2005 & 35 % en 2006 et qui devrait s’établir & 26 % pour 2007. Par
rapport & 2001, les dépenses consacrées a la réduction de la pauvreté ont augmenté de 34 %
en 2005 et de 138 % en 2007. Par ailleurs, les ressources de développement social ont servi a
appuyer les communauteés locales.

E. Réforme des secteurs de I’éducation et de la santé

2.11 Le gouvernement s’est doté d’une nouvelle politique générale en matiere d’éducation
(2006-2015), centrée sur le développement de I’éducation et I’amélioration de sa qualité. Le
systéme éducatif a bénéficié du programme de I’Etant mettant I’accent sur I’infrastructure
éducative, la formation des enseignants et les matériels scolaires. Plus de 1 000 salles de
classe ont été construites ; I’acceés a I’éducation s’est élargi, en particulier dans les zones
rurales, avec un taux de scolarisation brut de 77 %, et de plus de 90 % si I’on inclut les
madrassas®. Le nombre d’instituteurs diplomés du Gambia College est passé de 192 en
2000/2001 a 331 en 2005, soit une progression de 72 %, mieux que la cible de 45 % fixée au
point de décision®. Cette situation facilitera I’amélioration de la qualité de I’enseignement,
permettra de relever les normes éducatives et aura un grand impact sur la réduction de la
pauvreté.

2.12 Dans le cadre des deux programmes de bourses pour filles, le Scholarship Trust Fund
for Girls (Fonds spécial de bourses pour filles) et le President’s Empowerment of Girls
Education (Programme présidentiel pour I’éducation des filles), le nombre de filles qui ont
obtenu des bourses est passé de 5979 en 2000/2001 & 41939 in 2005/2006° avec une
progression moyenne de 7 192 filles par an. La cible de 2 000 boursiéres par an est largement
dépassée dans au moins trois régions.

2.13 La Gambie applique différentes politiques de santé, dont une politique nationale de
santé, une politiqgue nationale de médicaments et une politique nationale de nutrition. Le
budget de la santé est le troisieme par ordre d’importance. La part des soins de santé
primaires et secondaires dans le budget de fonctionnement de la santé est passé de 42 % en
1999, année de base, a 50 % en 2003, et a environ 48 % depuis 2003. Ce taux dépasse les
42 % requis au point de décision.

2.14 Les soins de santé primaires et secondaires se sont sensiblement développés, en
particulier grace a la construction de centres de santé dans les régions les plus pauvres.
L’acces physique aux services de santé de base s’est amelioré, 85 % de la population vivant a
moins d’une heure ou dans un rayon de 7,5 km d’une structure de santé.

2.15 Le pourcentage d’accouchements surveillés par un personnel de santé prénatale formé
est passé de 44 % en 1998 — I’année de base — a 56,3 % en 2005. Quoique inférieur au taux
de 61,9 % en 2005 fixé comme cible du point de décision, ce chiffre représente une sensible
amélioration par rapport a la situation de départ et dépasse la moyenne de 45 % enregistrée
pour I’ Afrique subsaharienne en 2005’

* Les madrassas sont les écoles coraniques.

® Voir IDA/FMI : République de Gambie — Initiative renforcée en faveur des pays pauvres trés endettés :
Document du point d’achévement et Initiative d’allégement de la dette multilatérale, 28 novembre 2007, par. 23.
® Ibid., par. 24.

" Ibid., par. 25.



F. Réformes structurelles

2.16  Les pouvoirs publics ont lancé plusieurs réformes structurelles :

(i) Creéation de I’Administration de contrdle des services publics (PURA) pour la
réglementation des secteurs de I’eau, de I’électricité et des télécommunications.
Elle collabore avec les ministeres de tutelle en ce qui concerne la délivrance de
licences, la fixation des tarifs et les politiques liées a la concurrence.

(if) Efforts de privatisation des usines publiques de transformation de I’arachide —
En 2005-2006, les autorités ont tenté de privatiser la société gambienne de
I’arachide, Gambia Groundnut Corporation (GGC). Un audit a été réalisé, le
dossier d’appel d’offres a été établi et I’appel d’offres a été lancé. Un seul
soumissionnaire a présenté une offre que le gouvernement a rejetée au motif que
le soumissionnaire n’était pas suffisamment qualifié, ce qui risquait de porter
préjudice au secteur et a I’économie.

(iii) Réouverture du marché de I’arachide a des opérateurs multiples — Une
coentreprise publique, Gambian Agricultural Marketing Corporation (GAMCO),
a été créée en 2005 en tant qu’opérateur unique responsable de la transformation
et de la commercialisation de I’arachide. Mais GAMCO n’avait pas suffisamment
de capitaux et manquait d’expérience de la commercialisation. C’est ainsi que les
exportations d’arachide ont chuté de 16,9 millions d’USD en 2004 a 2 millions
d’USD en 2005 et la société a fait faillite. En 2006, le gouvernement a rouvert le
marché de I’arachide a des opérateurs multiples. Outre ses activités de traitement,
transport et stockage, la GGC a obtenu une licence d’exportation de I’arachide.

(iv) Le gouvernement a élaboré une stratégie générale de réforme afin de relancer le
secteur de I’arachide et d’attirer les investisseurs internationaux reconnus. Une
feuille de route pour la réforme du secteur a été établie et le gouvernement a déja
mené les actions suivantes figurant au menu de la feuille de route :

e donner immédiatement aux opérateurs libre accés a tous les niveaux de la
chaine de valeur ;

e confier la responsabilité de gestion a une association de parties prenantes
publiques et privées du secteur, I’Agribusiness Service Plan Association
(ASPA), qui déterminera le prix au producteur ;

e placer GAMCO sous administration judiciaire dans le cadre du processus de
liquidation ; et

e dissoudre le Conseil d’administration de GGC et entreprendre la mise en place
d’un nouveau conseil, qui n’aura plus a intervenir dans la gestion courante de
la sociéte.

2.17 Le conseil des ministres a entériné la feuille de route pour la réforme du secteur de
I’arachide en juin 2007 et le gouvernement a annoncé publiquement aux parties intéressées sa
détermination de libéraliser complétement le secteur et de I’ouvrir a la concurrence.

G.  Evaluation globale

2.18 Il apparait que la Gambie a satisfait pleinement a neuf des onze déclencheurs du point
d’achevement et partiellement a deux autres. Les deux déclencheurs remplis partiellement
consistaient a : (i) accroitre chaque année de 5 % le nombre d’accouchements surveillés par
un personnel de santé prénatale formé ; et (ii) céder les usines publiques de transformation de



I’arachide. Des progrés appréciables ont été malgré tout accomplis sur chacun de ces deux
déclencheurs. Méme si le taux de 56,3 % des accouchements surveillés par un personnel de
santé prénatale formé est inférieur a la cible de 61,9 % pour 2005, ce taux est analogue et
méme supeérieur & celui des pays d’Afrique subsaharienne comparables. S’agissant de la
cession des usines de transformation de I’arachide, les efforts entrepris jusqu’ici n’ont pas été
couronneés de succes et des mesures correctives sont en train d’étre prises. Aussi est-il
recommandé d’accorder & la Gambie une dispense pour non-satisfaction de ces deux
déclencheurs et de lui permettre d’atteindre le point d’achevement.

2.19 Une copie du document établi par les institutions de Bretton Woods pour le point
d’achevement PPTE, qui fournit des informations détaillées sur les étapes franchies pour
parvenir au point d’achévement, figure & I’annexe 8°.

I11.  STOCKDE LADETTE DE LA GAMBIE ET CONCOURS PPTE

3.1  Apres comparaison du stock de la dette avec les états des créanciers a fin décembre
1999, le stock nominal de la dette de la Gambie a été revue a la baisse, passant de 452,6 a
4447 millions d’USD, ainsi qu’il apparait a I’annexe 1. De méme, la VAN de la dette apres
allégement classique a été revue a la baisse, de 244,9 a 240,7 millions d’USD.

3.2 Créanciers multilatéraux : Le stock nominal de la dette due aux créanciers
multilatéraux a été revue a la baisse, de 356,2 a 355,6 millions d’USD. De méme, la VAN de
la dette due a ces créanciers aprés les mécanismes d’allégement classiques a été revue
légerement a la baisse, de 180,8 a 180,3 millions d’USD a fin décembre 1999, celle du
Groupe de la Banque passant de 58,2 a 57,4 millions d’USD.

3.3 Créanciers bilatéraux : Le stock nominal de la dette due aux créanciers bilatéraux du
Club de Paris a été revue a la hausse, de 27,5 a 29,8 millions d’USD, tandis que celle des
créanciers bilatéraux n’appartenant au Club de Paris a été revue a la baisse, de 68,9 a 58,3
millions d’USD. De méme, la VAN de la dette du pays envers les créanciers bilatéraux du
Club de Paris a été revue a la hausse, de 17,6 a 19,5 millions d’USD a fin décembre 1999, et
celle des créanciers bilatéraux non membres du Club de Paris a été revue a la baisse, de 46,4
a 40,9 millions d’USD.

3.4  Malgré ces révisions du stock de la dette, I’allégement de dette PPTE pour la Gambie
reste a 66.6 millions d’USD en VAN fin 1999, comme estimé au point de décision. Ainsi
qu’il apparait au tableau 1, I’allégement de dette PPTE total des créanciers multilatéraux au
point d’achévement est estimé a 49,2 millions d’USD en VAN fin 1999 (73,9 %), et celui des
créanciers bilatéraux a 17,4 millions d’USD (26,1 %). La part du Groupe de la Banque
africaine de développement dans I’allégement de dette est de 15,8 millions d’USD, soit
32,1 % de I’allégement de dette multilatéral et 23,7 % de I’allégement total. En comparaison,
la part de la Banque mondiale s’établit & 45,3 % pour I’allégement de dette multilatéral et a
33,5 % pour I’allégement de dette total.

8 Voir IDA/FMI : République de Gambie — Initiative renforcée en faveur des pays pauvres trés endettés :
Document du point d’achévement et Initiative d’allégement de la dette multilatérale, 28 novembre 2007.



Tableau 1. Participation des créanciers au concours PPTE
(en millions d’'USD)

L. Allégement de dette Pourcentage de Pourcentage de I'allégement

Creanciers au point d’achévement I'allégement total des total de tous les créanciers
(en VAN fin 1999) créanciers multilatéraux (%)
(%)

Créanciers bilatéraux 174 26,1
Créanciers multilatéraux 49,2

Groupe de la Banque 15,8

Banque mondiale (IDA) 22,3

FMI 2,3

Autres multilatéraux 8,8 , ,
Allégement de dette PPTE total 66,6 100,0

Source : IDA/FMI : République de Gambie — Initiative renforcée en faveur des pays pauvres tres endettés : Document du point
d’achévement et Initiative d’allégement de la dette multilatérale, 28 novembre 2007.

3.5  Concours multilatéral intérimaire: Sur les montants d’allégement de dette
apparaissant au tableau 1, I’IDA a fourni 8 millions d’USD d’aide intérimaire, le Groupe de
la Banque 6,3 millions d’USD et le FMI 0,6 million d’USD, a fin décembre 2006. Le
concours intérimaire du Groupe de la Banque a été accordé sur la période 2001-2003 et a pris
fin 2003 lorsque le plafond de 40 % de I’allégement de dette total du Groupe de la Banque au
point de décision a été atteint.

IV. APPRECIATION POUR UN CONCOURS COMPLEMENTAIRE (APPOINT)

41 Au cas ou des facteurs exogenes entrainent la détérioration des indicateurs
d’endettement d’un pays entre le point de décision et le point d’achevement, I’initiative PPTE
renforcée prévoit un allégement de dette complémentaire (appoint) au point d’achevement
afin de ramener la VAN du ratio dette/exportations sous la limite de 150 %. Le ratio
dette/exportations de la Gambie fin 2006 était projeté a 139,8 % aprées I’allégement de dette
PPTE. Toutefois, le ratio réel s’est établi a 242.5 %, soit 102,6 points de pourcentage de plus
que les projections et 92,5 points de plus que la limite PPTE.

4.2  Trois facteurs expliquent cette détérioration : les changements inattendus relatifs aux
prix internationaux des exportations, aux taux de change et aux taux d’actualisation utilisés
pour calculer la VAN de la dette peuvent étre considérés comme exogenes. lls représentent
33,4 points de pourcentage de la détérioration de la VAN du ratio dette/exportations. Les
autres facteurs — baisse du volume des exportations, nouveaux emprunts plus importants,
niveau de concessionnalité plus faible des nouveaux emprunts, révision de la base de données
du point de décision et amortissement de la dette existante — qui représentent 69,2 points de
pourcentage de la détérioration, ne peuvent pas étre considérés comme exogeénes. Plusieurs
facteurs ont contribué a la baisse du volume des exportations: (i) changement de
réglementation relative a la délivrance des permis qui a fait de GAMCO, sans expérience et a
court de capitaux, le seul opérateur responsable de la transformation et de la
commercialisation de I’arachide en 2005 et a provoqué I’effondrement des exportations
d’arachide, la principale culture de rapport du pays ; (ii) la Gambie a été lente a améliorer ses
procédures de dédouanement et ses installations portuaires, au moment ou des pays voisins
comme le Sénégal comblaient I’écart de compétitivité ; (iii) interdiction des voyages a forfait
qui a entrainé une baisse du tourisme, la principale source de recettes en devises; et
(iv) incertitude macroéconomique et, parfois, instabilité du taux de change qui se sont
traduites par la stagnation des exportations. A eux seuls, les facteurs non exogénes auraient
donné une VAN du ratio dette/exportations de 209 %, qui est nettement supérieure a la limite
PPTE de 150 %. Ainsi, la Gambie ne remplit pas les conditions nécessaires pour bénéficier
d’un allégement de dette complémentaire (appoint) au titre de I’initiative PPTE.



V. ALLEGEMENT DE DETTE AU TITRE DE L’INITIATIVE D’ALLEGEMENT
DE LA DETTE MULTILATERALE (IADM)

51  Avec I’approbation de I’allégement de dette au point d’achévement, la Gambie
remplit les conditions pour bénéficier de I’allégement de dette au titre de I’lADM. L’IDA, le
Groupe de la Banque et le FMI fourniront un allégement de dette supplémentaire de 357,8
millions d’USD sur une période de 43 ans. L’IDA fournira 183,4 millions d’USD ; le FMI,
14,2 millions d’USD ; et le Groupe de la Banque, 170,10 millions d’USD®. L’allégement de
dette du Groupe de la Banque a ce titre se traduira en moyenne par des économies annuelles
de 1,6 million d’USD dans le service de la dette sur les 5 prochaines années, et de 3,9
millions d’USD sur les 39 années suivantes'?.

VI. SOUTENABILITE DE LA DETTE APRES CONCOURS PPTE ET IADM

6.1  Ainsi qu’il apparait au tableau 2, le stock nominal de la dette extérieure de la Gambie
s’établissait a 677 millions d’USD fin 2006, contre 453 millions fin 1999. La dette due aux
créanciers multilatéraux représentait 84 % de la dette totale, et celle des bilatéraux 16 %.
L’IDA et le Groupe de la Banque sont les principaux créanciers de la Gambie, avec une part
respective de 39 % et 26 % de I’encours total de la dette nominale. Dés que I’aide PPTE aura
été fournie dans son intégralité, la VAN de la dette extérieure fin 2006 est estimée a 333,9
millions d’USD. Le 24 janvier 2008, le Club de Paris a accepté d’annuler 11,64 millions
d’USD de dette de la Gambie dans le cadre de I’initiative PPTE renforcée. Les créanciers
bilatéraux ne seront pas en mesure de fournir de concours supplémentaire au-dela de
I’allégement PPTE.

Tableau 2. Gambie : Dette extérieure nominale et en VAN au point d’achevement fin 2006
(en millions d’USD)
Situation juridique VAN de la dette
. L . Aprés concours
Créanciers Dette nominale Répartition VAN de la dette | Apres concours bilatéral
(%) PPTE renforcé supplémentaire
Multilatéraux 566,2 83,7 3334 286,7 286,7
BIRD/IDA 263,6 38,9 145,2 1251 1251
FMI 17,8 2,6 15,8 13,3 13,3
Groupe de la Banque 177,3 26,2 99,2 86,2 86,2
Autres multilatéraux 107,5 16,0 73,2 62,1 62,1
Bilatéraux 110,6 16,3 93,7 472 47,2
Bilatéraux du Club de Paris 15,6 2,3 13,1 1,1 11
Bilatéraux autres que Club de Paris 95,0 14,0 80,6 46,1 46,1
TOTAL 676,8 100 4271 3339 333,9

Source : IDA/FMI : République de Gambie — Initiative renforcée en faveur des pays pauvres tres endettés : Document du point
d’achévement et Initiative d’allégement de la dette multilatérale, 28 novembre 2007.

6.2 Le stock de la dette de la Gambie en VAN fin 2007 est estimé a 439,4 millions
d’USD. Apreés I’intégralite de I’allégement PPTE, la VAN de la dette aura été ramenée a
347,4 millions d’USD, I’équivalent de 236,4 % des exportations de biens et services. Aprés
I’IADM, la VAN de la dette passera a 165,3 millions d’USD, I’équivalent de 112,5 % des
exportations de biens et services. Le stock de la dette de la Gambie restera relativement élevé

° Taux de change utilisés pour la conversion : 1 USD = 0,6328 UC ; 1 USD = 0,677458 €.
10 | "allégement de dette IADM fourni par I'IDA et le FAD est déduit des allocations fondées sur la
performance. Voir les modalités de mise en ceuvre de I’'lADM, réf. ADF/BD/WP/2006/31, 5 avril 2006.



essentiellement en raison de la dette due aux créanciers multilatéraux ne participant pas a
I’IADM (comme la BADEA, le FIDA, la BIsD et I’OFID) et de la dette due aux créanciers
bilatéraux n’appartenant pas au Club de Paris (comme I’Inde, le Fonds koweitien, le Fonds
saoudien et Taiwan). Le gouvernement a indiqué lors de la Table ronde tenue a Londres le 5-
6 février 2008 qu’il avait engagé des contacts avec certains créanciers bilatéraux pour
solliciter un allégement de dette aux conditions comparables a celles du Club de Paris. Il a
signalé une réponse positive du Koweit et négative de Taiwan et de I’Inde. Il a été
recommandé a la Banque mondiale et au Groupe de la Banque d’appuyer le gouvernement
dans ses contacts avec les créanciers multilatéraux ne participant pas a I’lADM.

6.3 Apres le seul allegement PPTE, la VAN du ratio dette/exportations de la Gambie
devrait rester au-dessus de la limite de 150 % tout au long de la période de projection qui
s’étend de 2007 a 2026, avec une moyenne de 238,6 % pour les années 2007-2016 et de
161 % entre 2017 et 2026. Toutefois, apres le concours PPTE et IADM, la VAN du ratio
dette/exportations sera en moyenne de 143,3 % sur la période 2007-2016 et de 123,9 % entre
2017 et 2026. En outre, la VAN du ratio dette/PIB sera en moyenne de 27,8 % sur la période
2007-2016 et de 24,7 % pour la période 2017-2026. Le ratio service de la dette/exportations
sera en moyenne de 9 % sur la période 2007-2016 et de 7.5 % pour les années 2017-2026, en
deca de la limite de 15 % fixée par I’analyse de soutenabilité de la dette (ASD) pour un pays
peu performant. C’est dire que le service de la dette est soutenable au terme de I’allégement
de dette PPTE et IADM. Il y a lieu de noter, toutefois, que méme apres le concours PPTE et
IADM, la Gambie continuera de présenter un risque élevé de surendettement tout au long de
la période de projection, dans la mesure ou la VAN du ratio dette/exportations sera supérieure
a la limite ASD de 100 % pour un pays peu performant™.

VII.  ANALYSE DE SENSIBILITE ET SOUTENABILITE DE LA DETTE
A LONG TERME

7.1  La sensibilité de la soutenabilité de la dette de la Gambie est analysée selon deux
scénarios : (i) ralentissement de la croissance des exportations ; et (ii) concessionnalité
moindre des financements extérieurs. Les résultats montrent que la soutenabilité de la dette
de la Gambie est tributaire d’une croissance soutenue des exportations et d’une gestion
prudente de la dette. Au cas ou le secteur des exportations subirait de graves chocs et
surviendrait une baisse des financements sous forme de dons, les indicateurs d’endettement
dépasseront les limites PPTE pendant la majeure partie de la période de projection. L’analyse
de sensibilité souligne dés lors I’importance de poursuivre la diversification des exportations
et des politiques d’emprunt prudentes, y compris I’emprunt & des conditions hautement
concessionnelles, si les autorités veulent atteindre leurs objectifs de réduction de la pauvreté
sans retourner a un état de surendettement.

VIII. CONTRIBUTION DU GROUPE DE LA BANQUE A LA STRATEGIE
DE REDUCTION DE LA PAUVRETE EN GAMBIE

8.1  Le Groupe de la Banque a commencé ses opérations de prét a la Gambie en 1974.
Depuis cette date, il a approuvé 54 opérations, représentant au total 205,8 millions d’UC
d’engagements. L’aide sélective de la Banque a la Gambie au titre du FAD-X proposée dans
le DSP s’aligne sur la stratégie de réduction de la pauvreté contenue dans le document de
stratégie pour la réduction de la pauvreté (DSRP Il) portant sur la période 2007-2011, qui est
la suite du DSRP I, la stratégie de réduction de la pauvreté (SPA I). La stratégie de réduction

11 |a note EPIP de la Gambie était de 3,22 en 2006.



de la pauvreté repose sur cing piliers : (i) instaurer un cadre de politique générale plus porteur
pour la croissance économique et la réduction de la pauvreté ; (ii) accroitre la capacité et la
production des secteurs productifs comme I’agriculture, la péche, I’industrie, le commerce et
le tourisme, en mettant I’accent sur la capacité de production des personnes pauvres et
vulnérables ; (iii) étendre la couverture des services sociaux de base dont ont besoin les
personnes pauvres et vulnérables ; (iv) renforcer les capacités de développement axé sur les
populations locales grace a la décentralisation; et (v) prise en compte des questions
transversales ayant trait a la pauvreté dans le processus du DSRP. La Banque compte
actuellement 14 opérations en cours en Gambie, représentant au total 58,33 millions d’UC.
Sur ces engagements, 53 % intéressent le secteur social, 38,2 % I’agriculture, 6,4 % les
équipements collectifs et 2,4 % la catégorie multisectorielle.

8.2  Le Groupe de la Banque prépare actuellement avec la Banque mondiale une stratégie
d’assistance commune, appelée a guider les interventions dans le pays sur la période 2008-
2011. La stratégie envisage une contribution coordonnée des deux institutions a I’appui
budgétaire, des investissements complémentaires axés sur la croissance et la compétitivité
ainsi que des analyses communes sur les finances publiques, la réforme de la fonction
publique et la gouvernance.

IX. MODALITES D’OCTROI DE L’ALLEGEMENT

9.1 Il est proposé que le Groupe de la Banque prenne I’engagement de fournir a la
Gambie, pour étre parvenue au point d’achévement, un allégement de dette irrévocable
d’environ 15,82 millions d’USD en VAN fin 1999 ou 22,77 millions d’USD en valeur
nominale, & compter de janvier 2001, conformément au calendrier d’allégement figurant aux
annexes 2, 3 et 4'2. La structure de I’allégement par devise est présentée a I’annexe 6.

9.2  Gréce a ce concours, la Gambie bénéficiera d’une réduction d’environ 71 % de ses
obligations de service de la dette envers le Groupe de la Banque chaque année de 2001 a
2003, et d’une reduction pouvant atteindre 80 % de ses obligations de service de la dette
envers le Groupe de la Banque pour chaque année de 2008 a juillet 2013, ou I’allégement
aura été fourni dans son intégralité™. L’annexe 7 présente le profil du service de la dette de la
Gambie envers le Groupe de la Banque avant et apres le concours PPTE. Le graphique 1 ci-
dessous illustre I’impact de I’allégement de dette sur le profil de la dette de la Gambie. Cet
allégement est conforme aux régles et reglements de la Banque africaine de développement,
du Fonds africain de développement et du Fonds spécial du Nigeria.

Aspects juridiques des opérations d’allégement de dette

9.3 Dans le cadre de I’initiative PPTE renforcée, la Gambie bénéficiera d’un allégement
de sa dette selon les modalités définies aux paragraphes 9.1 et 9.2 ci-dessus. Ces modalités
seront appliquées grace a :

(i) un accord d’allégement de la dette révisé entre le Groupe de la Banque et le
gouvernement de la République de Gambie ;

(if) un accord de contribution entre le Groupe de la Banque et I’IDA ; et

2 Taux de change utilisés pour la conversion: 1 USD=0,73UC; 1USD=1¢€.
3 |"allégement de dette a été suspendu sur la période 2003—2007, lorsque I’assistance intérimaire a atteint la
limite de 40 % de I’ensemble de I’allégement de dette PPTE du Groupe de la Banque.
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(iii) un accord de don du Fonds fiduciaire PPTE entre le Groupe de la Banque,
I’ Association internationale de développement (IDA) et le gouvernement de la
République de Gambie.

Graphique 1. Impact de I'allégement de dette sur le profil du service de la dette
de la Gambie envers le Groupe de la Banque
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X. MODALITES DE FINANCEMENT INDICATIVES

10.1 Le Groupe de la Banque donne son engagement pour un allégement de dette total de
15,82 millions d’USD en VAN fin 1999. Le tableau 3 ci-dessous présente les modalités de
financement indicatives. La Commission européenne et le Fonds fiduciaire PPTE apporteront
chacun une contribution de 6,328 millions d’USD en VAN, et le Groupe de la Banque
fournira sur ses ressources internes un montant de 3,164 millions d’USD.

Tableau 3. Modalités de financement indicatives

(en millions d’'USD, en VAN)

Sources de financement Contribution totale Pourcentage du total
(%)

Ressources internes (1) 3,16 20

Promesse de la Commission européenne 6,33 40

Fonds fiduciaire PPTE (2) 6,33 40

TOTAL 15,82 100

Notes: (1) Compte PPTE du Groupe de la Banque constitué d’annulations et de remboursements de préts FAD ainsi que d’affectations

sur le revenu net de la BAD et du FSN.
(2) Fonds fiduciaire PPTE multidonateurs géré par I’IDA.
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Xl. RECOMMANDATIONS

11.1  Les Conseils d’administration sont invités a :

(i) prendre note des raisons qui justifient I’admissibilité de la Gambie au concours
PPTE au point d’achevement au titre de l'initiative PPTE renforcée ;

(if) approuver le financement de I’allégement de la dette totale de la Gambie au point
d’achevement pour un montant de 15,82 millions d’USD en VAN fin 1999 ou
22,77 millions d’USD en valeur nominale, conformément aux mécanismes
présentés a la section X.

(iif) approuver I’admissibilité de la Gambie au concours IADM exposeé a la section V.
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Annexe 1

Gambie : Encours de la dette extérieure en valeur nominale et en VAN fin décembre 1999
(en millions d’'USD)

Stock de dette nominale avant VAN de la dette apres
rééchelonnement rééchelonnement
Créanciers Au point de Révisé au point Au point de Révisée au point
décision d’achévement décision d’achevement
Multilatéraux 356,2 355,6 180,8 180,3
Banque mondiale/IDA 172,7 172,7 81,9 81,9
FMI 11,3 11,3 83 83
Groupe de la Banque 122,7 122,0 58,2 574
Autres multilatéraux 49,5 49,6 324 32,7
Bilatéraux du Club de Paris 275 29,8 17,6 19,5
Bilatéraux n'appartenant pas au Club de Paris 68,9 58,3 46,4 40,9
TOTAL 452,6 4447 2449 240,7
ALLEGEMENT DE DETTE PPTE TOTAL 66,6 66,6

Source : IDA/FMI : République de Gambie — Initiative renforcée en faveur des pays pauvres trés endettés : Document du point d’achévement et
Initiative d’allégement de la dette multilatérale, 28 novembre 2007.
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] Annexe 2
BANQUE AFRICAINE DE DEVELOPPEMENT

Calendrier d'allégement de dette PPTE
(en millions d'USD)

GAMBIE
Date du point d’achévement :  ANNEE TOTAL POURCENTAGE BAD SUR TOTAL GROUPE
Décembre 2007 CALENDAIRE BAD TOTAL (%) DE LA BANQUE
2001 0,577147 23,6 2,447795
2002 0,538024 22,8 2,362741
2003 - 1,967339
2004
2005
2006
2007 -
2008 - 2,511758
2009 - 2,621473
2010 - 2,998096
2011 - 3,043202
2012 - 3,068965
2013 - 1,752857
1,115170 49 22,774225
Résumé
Allégement total en valeur nominale USD 22,774225 mn
dont
BAD 1,115170 mn USD
FAD 20,685228 mn USD
FSN 0,973826 mn USD
Allégement total en VAN 15,819205 mn USD
Durée 13 ans
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FONDS AFRICAIN DE DEVELOPPEMENT

Calendrier d'allégement de dette PPTE
(en millions d’USD)

Annexe 3

GAMBIE
Date du point d’achévement :  ANNEE TOTAL POURCENTAGE FAD TOTAL GROUPE
Décembre 2007 CALENDAIRE FAD SUR LE TOTAL (%) DE LA BANQUE
2001 1,488669 60,8 2,447795
2002 1,500997 63,5 2,362741
2003 1,699212 86,4 1,967339
2004 - -
2005 - -
2006 - -
2007 - - -
2008 2,511758 100 2,511758
2009 2,621473 100 2,621473
2010 2,998096 100 2,998096
2011 3,043202 100 3,043202
2012 3,068965 100 3,068965
2013 1,752857 100 1,752857
20,685228 90,8 22,774225
Résumé
Allégement total en valeur nominale 22,774225 mn USD
dont
BAD 1,115170 mn USD
FAD 20,685228 mn USD
FSN 0,973826 mn USD
Allégement total en VAN 15,819205 mn USD
Durée 13 ans
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Annexe 4

FONDS SPECIAL DU NIGERIA

Calendrier d’allégement de la dette PPTE
(en millions d’USD)

GAMBIE
Date du point d’achévement :  ANNEE TOTAL POURCENTAGE FSN TOTAL GROUPE
Décembre 2007 CALENDAIRE FSN SUR LE TOTAL (%) DE LA BANQUE
2001 0,381979 15,6 2,447795
2002 0,323721 13,7 2,362741
2003 0,268127 13,6 1,967339
2004 -
2005 -
2006 -
2007 - -
2008 - 2,511758
2009 - 2,621473
2010 - 2,998096
2011 - 3,043202
2012 - 3,068965
2013 - 1,752857
0,973826 43 22,774225
Résumé
Allégement total en valeur nominale 22,774225 mn USD
dont
BAD 1,115170 mn USD
FAD 20,685228 mn USD
FSN 0,973826 mn USD
Allégement total en VAN 15,819205 mn USD
Durée 13 ans
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GAMBIE

GROUPE DE LA BANQUE AFRICAINE DE DEVELOPPEMENT

Calendrier d'allégement de dette PPTE

Année calendaire

Allégement de dette
au point de décision

Allégement de dette
au point d’achévement*

2001 2,447795 2,447795
2002 2,362741 2,362741
2003 1,967339 1,967339
2004 2,373711

2005 2,423663

2006 2,402366

2007 2,541030 -
2008 2,511758 2,511758
2009 0,534647 2,621473
2010 2,998096
2011 3,043202
2012 3,068965
Jan. —juil. 2013 1,752857
TOTAL 19,565049 22,774225
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Annexe 6

GROUPE DE LA BANQUE AFRICAINE DE DEVELOPPEMENT
Structure de l'allégement de dette par devise

Devise Montant Pourcentage

(en millions d’USD) du total (%)
CAD 0,003301 0,0
CHF 1,239405 54
DKK 0,192245 0,8
EUR 4,282916 18,8
GBP 1,249627 55
JPY 3,225640 142
NOK 1,145246 50
SEK 0,502028 22
UsD 10,933815 48,0

TOTAL 22,774225 100,0




Annexe 7

GROUPE DE LA BANQUE AFRICAINE DE DEVELOPPEMENT

Profil du service de la dette de la Gambie
(en millions d’'USD)

Année Avant concours Allégement Aprés concours

PPTE de dette PPTE
2001 3,4644 2,4478 1,0167
2002 3,3441 2,3627 0,9813
2003 2,7844 1,9673 0,8171
2004 2,9671 - 2,9671
2005 3,0296 - 3,0296
2006 3,0030 - 3,0030
2007 3,1763 - 3,1763
2008 3,1397 2,5118 0,6279
2009 3,2768 2,6215 0,6554
2010 3,7476 2,9981 0,7495
2011 3,8040 3,0432 0,7608
2012 3,8362 3,0690 0,7672
2013 3,9597 1,7529 2,2069

Total 43,533 22,774 20,759




Annexe 8

Document FMI/Banque mondiale au point d’achévement PPTE pour
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INTERNATIONAL DEVELOPMENT ASSOCIATION AND
THE INTERNATIONAL MONETARY FUND

REPUBLIC OF THE GAMBIA

Enhanced Heavily Indebted Poor Countries Initiative
Completion Point Document and Multilateral Debt Relef Initiative

Prepared by the Staffs of the International Develept Association
and the International Monetary Fund

Approved by Obiageli K. Ezekwesili and Danny M. pziger (IDA)
and Hugh Brendenkamp and Matthew Fisher (IMF)

November 28, 2007

Contents Page
EXECULIVE SUMIMAIY ...t s s e e e e e e e e e e e e e e e e e aeeaese s n e e e e e e eeeaeeeeees [
O 1 oo U Tox 1 o] o [P P R 1
Il.  Assessment of Requirements for Reaching the @etmon Point...............cooevvviiiiiennn. 2
A. PRSP and Poverty MONITOMNG .......cooueieiiiiieiieiiiiiiiiiiiees e eeeeeeeee 2
B. Macroeconomic PerformancCe ...........ooii e 6
O €10}V =] 1 1= T (o] P 10
D. Social SeCtor REfOIMMS.........oiiiiceeeeeee it 12
E. Structural REfOIMS... ... e e 15
F. Use of HIPC Interim Relief ... 16
G. StAff ASSESSIMENT...uuiiiiiiiiiiiiiie it e e 18
lll. Updated Debt Relief and Sustainability AnaB/Si..............viiiiiiii e 19
A. Updated Data Reconciliation for the DeciSionmRO...............eeeeciiiiiiieeeeeeeeneenn. 19
B. Status of Creditor Participation in the EnhahEBPC Initiative...............cccc...... 21
C. Consideration for Topping-Up of HIPC Assistance...........ccccceevvvvvvviiiiieeneenn. 22
D. Creditor Participation in the Multilateral DeRelief Initiative...............cccccceennn. 28
E. Updated Debt Sustainability ANalySis......cccccooiiiiiiiiiiiii e 29
F. Sensitivity Analysis and Long-Term Debt Susadility .............ccccceeeeeeeiennnnne.. 32

[V . CONCIUSIONS .. e e ettt et e e e e e e e e e e e e eanns 34



V. ISSUES fOI DISCUSSION. ... enen et e e e e mee e e e e e e eenns 35

Boxes

Box 1. Status of Triggers for Reaching the Floatampletion Point..............cccccceeeee 4..

Box 2. The Gambia: Performance Under the Fund-Suggdérograms, 1998-07 ................. 7

Box 3. Debt Sustainability Analysis MacroeconomigsAmptions, 2006-2007 ................... 31
Figures
Figure 1. Poverty Reducing Expenditures and IstdP@ayments.............ccooovvveveiiivinnnnnn 18.
Figure 2. The Gambia: Projected and Actual Experformance, 2000-2006.................... 25
Figure 3. External Debt for Medium and Long Terabl Sector Debt, 2007-26............... 50
Figure 4. Sensitivity Analysis, 2006-2025 (Sto€lo@bt)............cooeeeeiiiiiiiiiiiiiiiceee, 51
Figure 5. Sensitivity Analysis, 2006-2025 (DeDtVBER) ........covviiierieeiiiiiieieeiiiiiiiieeeeee 52
Figure 6. External Debt StrUCTUIE ........co o e e e e e e eer e aaaeeanaees 53
Tables
Table 1. The Gambia: Selected Economic and Fiahimtlicators, 1999-2007................... 7
Table 2. Gambia College Primary Teacher's Certiid®TC) Graduates................cceeeenee. 13
Table 3 Scholarship FUNAS fOr GirlS ... 13
Table 4. Share of Births Attended by Skilled He&taffs ... e, 13
Table 5. Share of Primary and Secondary Healtle @arealth Recurrent Budget............ 14
Table 6. Budget Outturns of Locally Funded Pov&eggucing Expenditures (PRES)........ 17
Table 7. Debt and Exports Related Variables (ARHIC ASSIStaNCe)..........ccceeeieiiieeeeeeenn. 23
Table 8. Decomposition of the Changes in the NPMebt-to-Exports Ratio.................... 24
Table 9. Discount Rate and Exchange Rate ASSUNMHLIO...........cuvvuvueeniiiereeeeeeeeess oo 37
Table 10. Nominal and NPV of External Debt Outstagas of End-December 1999......... 38
Table 11. Estimated Assistance at DeciSion PQLNL..............couuuiiiiiiiiiiinneeeeeeeeeeee e 39
Table 12. External Public and Publicly Guaranteethttat End-December 2006 ................. 40
Table 13. Net Present Value of External Debt..........cccooooiiiiiiiiiiiiiiiieeeeeee 41
Table 14. External Debt Service after Full Impletagon of Debt-Relief Mechanisms....... 42
Table 15. External Debt INAICALOrS ........oo oo 43
Table 16. SensSitiVIty ANAIYSIS .....ccoooiii e 44

Table 17. Delivery of IDA Assistance under Enhane@eC Initiative and the MDRI ........ 45
Table 18. Delivery of IMF Assistance under Enhanid#@C Initiative and the MDRI ........ 46
Table 19. Status of Creditor Participation undeh&hced HIPC Initiative .................veuennnnn. a7



Table 20. Paris Club Creditors’ Delivery of DebtligeUnder Bilateral Initiatives.............. 48
Table 21. Status of Country Cases Considered Uheédnitiative, October 4, 2007 ........... 49

Appendices

|. Debt Sustainability Analysis Under the Debt Qirshbility Framework for Low-Income
CoUNLHIES—AN UPAALE.......coiiiiiiiiiiiiiiiee ettt e e e e e e e e e e e e e e e neeeeeeseesaannnn s 54

[I. DeDt MaANAGEMENT... ..o e e e e e e e e e e e e e e e e e e e eeeeeeeaennees 68



EXECUTIVE SUMMARY

The staffs of the International Development Assoctan (IDA) and the
International Monetary Fund (IMF) are of the view that The Gambia has met

the requirements for reaching the completion poinunder the Enhanced Heavily
Indebted Poor Countries (HIPC) Initiative. The Gambia has made satisfactory
progress in implementing its first Poverty Reduct®trategy Paper (PRSP), and has
recently prepared its second PRSP which was disdussthe Boards of IDA and
IMF in July and August 2007, respectively. Aftepexriod of uneven macroeconomic
performance following the decision point in 200@aroeconomic stability has been
maintained since 2004. Of the eleven triggersdaching the floating completion
point, nine have been fully achieved while two hbeen partially achieved, for
which the staffs recommend that waivers be grafftkd.Gambia is now well placed
to consolidate and deepen its poverty reductiatesyy while maintaining strong real
GDP growth.

At the decision point in December 2000, the Execut Directors agreed that The
Gambia qualified for debt relief under the Enhanced HIPC Initiative. The
decision point analysis indicated that HIPC assitan the amount of US$66.6
million in 1999 NPV terms was required to lower Thambia’s NPV of debt-to-
exports ratio to the HIPC threshold of 150 percHd® and IMF commitments to this
debt relief were US$22.3 million and US$2.3 millisaspectively in NPV terms. Of
these total commitments, US$8.0 million and US$0iléion respectively have
already been delivered as interim assistance Bewtmber 2007. Total interim
HIPC debt relief delivered by multilateral and bslisal creditors in 2001-2007
amounted to US$17.5 million in NPV terms.

The NPV of debt-to-exports ratio has substantiallyncreased with respect to
projections at the time of the decision pointThis is primarily attributable to
substantially larger than projected new borrowlogier than projected export
volumes, and changes in the discount rates anchagetrates. At the decision point,
the NPV of debt-to-exports ratio at end-2006 wagquted to be 139.8 percent
assuming full delivery of the assistance committeder the HIPC Initiative at
decision point, while the completion point analyg®ws the actual outturn to be
242.5 percent.

The staffs are of the view that The Gambia does naheet the requirements for
additional debt relief, or exceptional “topping-up”, under the Enhanced HIPC
Initiative. Exceptional topping-up would be justified if thetelgoration of the debt
burden indicators could be primarily attributedundamental changes in a country’s
economic circumstances due to exogenous factorgerad changes in the
international price of exports and in the discaumd exchange rates are considered
exogenous factors, but these accounted for onlyoappately one-third of the
unanticipated deterioration of the NPV of debt-kparts ratio. Lower than projected



export volumes and higher than anticipated newdvwadrrg had a much greater impact
on the deterioration of the debt-burden ratios, thiede factors are not considered to
be exogenous changes to the country’s economigrastances, according to a
detailed assessment (Section III.C).

The Gambia will qualify for additional debt relief under the Multilateral Debt
Relief Initiative (MDRI) upon reaching the completion point under the
Enhanced HIPC Initiative. Debt relief under the MDRI would cover all remaigin
debt service obligations on eligible credit balateIDA, the IMF and the African
Development Fund (AfDF), after debt service resedilable under the HIPC
Initiative. MDRI debt relief, net of HIPC assistanavould lead to nominal debt
service savings on debt owed to IDA, the IMF arel AfDF of US$373.5 million.

While full delivery of debt relief under the HIPC Initiative and the MDRI would
significantly reduce external public debt, The Gamia will remain at high risk of
debt distress.The country’s stock of external debt will remaingka post-completion
point primarily due to outstanding debt owed to thateral creditors that do not
participate in MDRI and non-Paris Club bilateraditors, much of which was
contracted since the decision point. The updatéd slestainability analysis (DSA),
based on the joint debt sustainability frameworkléov-income countries, estimates
that the NPV of debt-to-exports ratio will fall grio 107 percent after the full
delivery of HIPC and MDRI assistance, a level whihbove the policy-dependent
threshold of 100 percent (Appendix 1), although NV of external debt-to-GDP
ratio and all debt service indicators are expettddll substantially and remain
below their respective thresholds. In addition,gBbasitivity analysis shows that the
country’s external public debt indicators would stamtially worsen in the presence
of adverse shocks.

The decision not to recommend exceptional toppingpuand the high risk of debt
distress in the future are consistengiven the policy-based causes for The Gambia’s
level of indebtedness post HIPC and additionakditd assistance, which rule out
topping-up, combined with the forward looking nataf the DSA, which highlights
vulnerabilities stemming from the likely future deivofile and macroeconomic
volatility. The continuing risk of debt distressdanscores the importance of
continued fiscal prudence, policies to support trbased growth and export
diversification, sustained donor support, and impbdebt management. In addition,
the government has increased the minimum granteziem new external borrowing
to 45 percent, and plans to limit the volume of r@nmcessional borrowing for the
foreseeable future.

The staffs of IDA and the IMF recommend that the Excutive Directors of IDA
and the IMF approve the completion point for The Ganbia under the Enhanced
HIPC Initiative.



|. INTRODUCTION

1. This paper discusses progress by The Gambia unddrd Enhanced Heavily
Indebted Poor Countries Initiative, and recommendghat the Executive Directors of
the International Development Association and theriternational Monetary Fund
approve the completion point for The Gambia under he Enhanced HIPC initiative.

In the opinion of the staffs, The Gambia has madisfactory progress in achieving the
completion point triggers, notably preparing angl@menting a Poverty Reduction
Strategy Paper (PRSP), maintaining a stable magno@dic environment, setting up
mechanisms to ensure efficient and transparendfuldéPC interim debt relief,
implementing reforms in the education and healthass, and promoting private sector
development by strengthening regulatory capacityrastructuring the groundnut sector.

2. In December 2000, the Board of Executive Directorsf IDA and the IMF

agreed that The Gambia had met the requirements foreaching the decision point
under the Enhanced HIPC Initiative.! The amount of debt relief committed at the
decision point was US$66.6 million in NPV termdgcaated to reduce the NPV of debt
to 150 percent of exports on the basis of end-1288. This relief represents a reduction
of 27.2 percent of the NPV of debt as of end-198& &raditional debt relief. At the
same time, the Boards of IDA and IMF agreed to gl®whe Gambia with interim debt
relief until the country reached the floating costpn point. Interim assistance under the
Enhanced HIPC Initiative was also granted by thecAh Development Bank Group
(AfDB), the European Union, and the Paris Club groticreditors. Executive Directors
had determined that completion point would be redalihen The Gambia had complied
with the triggers set out in Box 7 of the decispmint document (see Box 7 in the HIPC
Decision Point Document on page 20)

3. This paper is organized as followsSection Il provides an assessment of The
Gambia'’s performance in meeting the requirementsgfaching the completion point
under the Enhanced HIPC Initiative. Section Illiesws the status of creditor
participation and presents an updated debt subifitpanalysis (DSA). Section IV
contains a summary of the main conclusions and@evtlists a number of issues for
discussion by the Boards of IDA and the IMF.

! Seehttp://www.imf.org/external/np/hipc/2000/gmb/gamtiepdfand,
http://siteresources.worldbank.org/INTDEBTDEPT/BémnPointDocuments/20250132/The%20Gambia-
E-DP.pdf The Gambia. Decision Point Document for the Enledrideavily Indebted Poor Countries
Initiative (November 28, 2000).

2 IDA: IDA/P 7413, November 28, 2000; IMF: EBS/00Z24ovember 28, 2000.



Il. ASSESSMENT OFREQUIREMENTS FOR REACHING THE COMPLETION POINT

4. Theconditions for reaching the floating completion pant, set out in Box 7 of the
decision point document, consist of: BIRSP and poverty monitoring—preparation of a
full PRSP and satisfactory implementation for asteone year, and improvement of the
poverty database and monitoring capacity;nigcroeconomic performance—continued
maintenance of macroeconomic stability as evidehgeshtisfactory implementation of the
PRGF supported program; (igovernance—progress in strengthening public expenditure
management; (iVHIPC interim relief and social sector reforms—use of HIPC interim
relief in accordance with annual budgets, and ditutand health sector reform programs;
and (v)structural reforms—establishment of a multi-sector regulatory agesnuoy
privatization of the public groundnut processingms.

5. In the view of the staffs, The Gambia has made safactory progress in meeting
the conditions for reaching the floating completiorpoint. Of the eleven triggers for
reaching the floating completion point, nine haeemfully met and two were partially met,
for which the staffs recommend that waivers be g@ifor non-observance (see box 1
below). This section reviews performance of eactheftriggers.

6. Earlier slippages in macroeconomic policies and slostructural reforms have
delayed the completion point, but adjustments wersuccessfully implemented in recent
years.After the decision point in 2000, expansionarydisand monetary policies and poor
governance at the Central Bank of the Gambia (C&@B¥ed the program supported by the
Fund’'s PRGF to go off track. Successful policy attents and reform of the CBG led to a
new PRGF-supported program in February 2007, amdirdt review was successfully
concluded in August 2007. Earlier attempts to uestire the groundnut sector were
unsuccessful. However, in 2007 the government pegpand started implementing a sector
reform “roadmap” to fully liberalize the sector. part of the roadmap, the government has
allowed the free entry of operators at all levélthe value chain and intends to privatize the
management of the public groundnut processing play2008.

A. PRSPAND POVERTY MONITORING

7. The Gambia has produced two full PRSPs since the deion point. The first

PRSP, covering the years 2002 to 2005, was presemtee Boards of IDA and IMF in

July 2002, along with the Joint Staff Assessme8AjJ The second PRSP and the
accompanying Joint Staff Advisory Note (JSAN), floe years 2007 to 2011, were discussed
by the Boards of IDA and IMF in July and August Z0@espectively. In the interim years,
the country produced two Annual Progress ReporBR#) which were presented to the IDA
and IMF Boards along with the JSANSs.

8. The Boards concluded that the PRSPs provide a creale framework for poverty
reduction. The 2002 JSA noted that the first PRSP was an itapostep forward in the



fight against poverty and provided a sound basisdocessional assistance. The 2007 JSAN
provided key recommendations for improving impletaéon of reform programs, and the
Boards underscored their support for the secondPRSrategic focus. IDA is currently
preparing a new Joint Assistance Strategy (JAS) th African Development Bank, which
will be aligned with the second PRSP.

9. The second PRSP applies lessons learned from implenting the first PRSP.As

in the first PRSP, the second PRSP used a commmigkgrarticipatory and consultative
process in preparing the strategy. Stakeholderuttative workshops and focus group
discussions were held with representatives of th#ipand private sectors and civil society,
and consultations reached down to the level ofl looamunities. Unlike the first strategy,
the second PRSP included an implementation actanwhich outlined costed priority
activities, which would allow for improved monitag and results orientation. The previous
strategy’s strengths in the social sectors wemgnet!, while civil service reform and
strengthening of public financial management (PR receive greater attention. The
JSAN recommended that the PRSP be further intejnate the government budgeting
process, and noted that improving governance resyapriority.

10.  Progress in implementing the PRSPs provides a sd@gtory basis for the
completion point. Implementation of reforms in education and hela#ik been satisfactory,
as reflected in improved outcomes. Significant pesg has been made in strengthening
PFM. The economy has been stable and growing ahanal average rate of 6.5 percent in
the past five years and inflation has been redubedks in large part to substantially
improved macroeconomic policy implementation. Sturced reforms to promote private
sector development have been slower than initexdjyected, but progress has been made
recently in reforming the groundnut sector, theidial Agricultural Development Agency
(NADA) has been established, and assessments ofwbestment climate are being
conducted which will pave the way for further refs. Implementation of the second PRSP
is expected to benefit from the lessons learned fitte first PRSP. In particular, the newly
created National Planning Commission (NPC) is etqueto improve coordination among
sectors.

11. The poverty data base and monitoring capacity hasden improved.Official

statistics have been strengthened over time thrasggitutional restructuring, training and
technical assistance. The new Statistics Act (2@08)a sector reform Master Plan outline a
comprehensive strategy for strengthening offidatistics. The Central Statistics Department
(CSD) has been restructured into the semiautonoi@ansbia Bureau of Statistics (GBOS)
and the Statistics Council established to provikrsight and strategic guidance to GBOS.
The poverty database has been strengthened thtibe@®03 household expenditure survey,
the 2003 population census and the 2005/6 econcensus. GBOS has benefited
significantly from training and technical assistamrovided under an IDA project. IDA is
also currently working with GBOS in preparing a Bdy Assessment.



Box 1. Status of Triggers for Reaching the Floating¢ompletion Point

Triggers Assessment
1. Poverty reduction

(i) A full PRSP has been prepared through a Implemented. The country’s first full PRSP (2003 — 2005) was

participatory process and satisfactorily presented to the Boards of IDA and IMF in July 20@&nual

implemented for one year, as evidenced by ti¥ogress Reports (APR) have been produced as edqdine

Joint Staff Assessment of the country’s annuakcond PRSP and the accompanying JSAN were prdderttee

progress report. Boards of IDA and IMF on July and August 2007, exdjvely.
Both PRSPs were prepared through a participatarggss.
Progress in implementing the PRSP provides a aat@fy basis
for the completion point.

(i) Improvement of the poverty database andimplemented. Good progress has been made in restructuring

monitoring capacity, as evidenced by progressentral Statistics Department (CSD) and in develgjitis

in restructuring the Central Statistics capacity. A new Statistics Act (2005) and a sertform Master

Department or developing its capacity. Plan outline the strategy for organizational reguiting of CSD
and strengthening official statistics. The povel&yabase has beg
improved through household expenditure (2003), momllation
(2003) and economic (2005-06) censuses.

2. Macroeconomic stability Implemented. After some initial difficulties, the country has
maintained a stable macroeconomic environment.cobeatry’s
previous PRGF program, approved by the IMF Boardliy
2002, went off-track shortly thereafter. Howevée authorities
successfully implemented a Staff Monitored Prog(8MP) from
October 2005 to March 2006, which laid the fourmtafior a new
PRGF program approved by the IMF Board in Febr2®g7. The
first review, completed in August 2007, concludeattoverall
performance under the program has been strong. taffd
recommend the completion of the second review.

Continued maintenance of macroeconomic
stability as evidenced by satisfactory
implementation of the PRGF-supported
program.

3. Governance Implemented. The authorities have consistently produced ann
. . . . ublic reports on budget execution, as well asntspm the
Progress in strengthening public expenditureP"~ < ! S !

g g . gp . b . utilization of interim HIPC debt relief. Instead thfe Task Force
management as evidenced by (i) the issuance . . . . .

. .and HILEC (a Cabinet subcommittee) as originallyigioned in
of annual public reports on budget execution; - . . . . .
. . the decision point, currently the entire Cabine¢clly reviews

and (i) semiannual reports on the use of and approves the annual budgets and the annuattP&®educin
interim HIPC Initiative debt relief, the latter to bp 9 g

be reviewed by the Task Force and the High_Expendlture Reports (PRERS).

Level Economic Committee (HILEC).
4, Social sector reforms

(i) Budgetary savings from HIPC interim debtimplemented. The use of interim HIPC relief is explicitly

service will be used in accordance with the identified in the annual budget as part of poveetyticing

annual budgets approved by the Task Force expenditures. The Cabinet-approved budgets cléehtify

and the HILEC. poverty-reducing expenditures, a portion of whiglfunded by
interim HIPC relief.

(i) Measures and targets regarding progress in
implementing education and health reform
programs include:

the

ual

(a) Increase by at least 45 percent Implemented. The number of graduates from The Gambia




Box 1. Status of Triggers for Reaching the Floating¢ompletion Point

Triggers Assessment
(from 192 graduates in the base academic College with a Primary Teacher’s Certificate hagéased every
year 2000/01) the number of teachers for  year. In 2005, the number of graduates reachedr@piesenting &
lower basic education graduating from The 72 percent increase over the base year.
Gambia College; this measure will help The
Gambia raise the quality of teaching in the
most important grades.

(b) Ensure appropriate funding of a trusimplemented. The number of girls that received a scholarship
fund for girls’ scholarships in the poorest has been greater than 2,000 every year, and inbesased every
regions and make progress in raising such year to 41,939 in 2005-06. The scholarship prograwers
rates by expanding this scholarship scheme teegions 1 to 6, which are among the poorest ircthatry.
no less than 2,000 girls annually in at least 3
regions.

(c) Increase by at least 5 percent each Partially Implemented. The country has increased the share g
year (from 44 percent in the base year births attended by skilled personnel from 44 peraed998 to
of 1998) the number of births attended by a 56.3 percent in 2005, the most recent data availdiflis is a
person trained in antenatal care. This shouldsignificant increase from the baseline, and congpfareorably in
reduce the relatively high maternal death ratehe region. While the increase is less than thésaecpoint target,
monitoring mechanisms for this indicator havevhich would imply 61.9 percent in 2005 and 68.3cget in 2007,
also been defined in the Participatory Health staffs observe that the target percentages aralistieally high
Population, and Nutrition Project (PHPNP). due to the long delays in reaching the completimintpleading to
a situation where the indicator would need to haaminuously
increased for an unreasonably long period, andvtel$
significantly greater than in comparable Sub-Samhamuntries.

(d) Increase the share of primary and Implemented. The share of primary and secondary health caré
secondary health care within the recurrent increased from 42 percent in the baseline yearQL&950 percen
budget for health. The recurrent budget for in 2003, and averaged 48 percent in the four ygace then.
primary and secondary health care is
understood to comprise health centers;
dispensaries and sub-dispensaries; health
promotion and protection; family health;
disease control; and nurses’ training. These
are covered by budget lines 06 to 11 under
heading 21 of the budget; they do not include
expenditures incurred directly or indirectly on
(i) foreign personnel; and (ii) all the referral
hospitals. The base year for measurement
is 1999.

5. Structural reforms

Measures to promote private sector
development:

(i) Establish a functional multisector Implemented. The Gambia Public Utilities Regulatory Authorit

regulatory agency. (PURA) Act was enacted in 2001, endowing PURA \ilité
mandate to regulate the energy, communication, and
telecommunication sectors. The Board has beenlsstath and
staffs recruited. PURA collaborates with DOSFEA (idtry of

Finance) and the relevant line ministries on litegstariffs and




Box 1. Status of Triggers for Reaching the Floatingompletion Point

Triggers Assessment
competition related policies.

(i) Bring to the point of sale The Gambia’sPartially implemented. The government attempted to privatize

two major public groundnut processing  the groundnut plants between 2005 and 2006. Itréided

plants. requests for bids but there was only one biddeiclnthe
government decided to reject on the grounds thead not
sufficiently qualified and it would be detrimentalthe sector and
the economy. In 2007, the government, in consolatvith IDA
and the EU, prepared a comprehensive sector refoadmap”
which liberalizes the groundnut sector and outliplesis for
privatizing the public groundnut plants by 2008. st of the
roadmap, the government has allowed free entryefaiors and
transferred management of the sector to an asewciEtpublic
and private stakeholders.

12.

B. MACROECONOMIC PERFORMANCE

Macroeconomic policies and performance have passéarough two phases since

the decision point(Table 1 and Box 2):

13.

Fiscal slippages, accommodating monetary policy, drfalling international reserves
during 2001-2003 fueled a sharp depreciation of the#alasi and inflation. The dalasi
depreciated by 55 percent in nominal effective tebatween end-2001 and end-2003,
and inflation reached 17 percent in 2003 (the hsghevel in nearly two decades). The
second PRGF arrangement went off-track soon dfteas approved in 2002, and it
expired in 2005 without completion of a review. &gesult, The Gambia was unable to
reach completion point as originally envisaged.

Policy adjustments restored macroeconomic stabilitguring 2004—2007.
Macroeconomic policy improved in 2004 but the PRfB&gram remained off-track due
to delays in implementing structural measuresrfgeroving governance of the CBG.
Subsequently, a staff monitored program (SMP) wasessfully implemented from
October 2005 to March 2006, and a new PRGF-suppertegram was approved by the
IMF’s Board in February 2007. The first review, whiwas completed in August 2007,
concluded that overall performance under the pradras been strong, with all but one
of the quantitative performance criteria and inti@atargets met. Six out of eight
structural performance criteria were observed; ef&gwere granted for the other two.
Performance under the program has remained stamalgi-und staff are recommending
completion of the second review.

A marked deterioration in public finances in 2001 vas driven by unbudgeted

expenditures and a decline in tax revenued.he overall deficit including grants increased
from 1.4 percent of GDP in 2000 to 13.9 percer20A1. A combination of unbudgeted



expenditures (amounting to 6.8 percent of GDP)addcline in tax revenues (by 3.2 percent
of GDP) led to large government borrowing from @RG and a sharp rise in domestic debt.

Table 1. The Gambia: Selected Economic and Financial Inditas, 1999-2007

Table 1. The Gambia: Selected Economic and Financial Indicators, 1999-2007

1999 2000 2001 2002 2003 2004 2005 2006 2007

Proj.
(Annual percent changes, unless otherwise indicated)
National income and prices
GDP at constant prices 6.4 55 5.8 -3.2 6.9 7.0 5.1 6.5 7.0
Consumer price index (period average) 3.8 0.9 4.5 8.6 17.0 14.3 5.0 21 5.0
Consumer price index (end of period) 1.7 0.2 8.1 13.0 17.6 8.1 4.8 0.4 5.0
External sector
Exports, f.0.b. (in US$) -7.8 5.3 -19.4 7.1 -7.1 10.5 -16.5 3.9 45
Imports, f.0.b. (in US$) -9.7 0.5 -19.9 12.8 -6.2 46.2 10.2 -0.6 215
Terms of trade 1/ -18.0 -3.5 0.7 8.3 17.9 -10.2 -13.8 -3.0 -0.3
Nominal effective exchange rate (period average) -4.8 -3.7 -14.1 -22.6 -37.4 -11.3 4.2 3.0
Real effective exchange rate (period average) -2.2 -4.9 -12.2 -17.6 -28.5 -1.2 4.5 13
(Percent change; in beginning-of-year broad money)
Money and credit
Broad money 121 34.8 19.4 35.3 43.4 18.3 131 26.2 8.6
Net foreign assets 4.3 225 -33.8 13.0 28.2 28.8 0.3 17.8 -3.6
Net domestic assets 7.8 12.3 53.2 22.3 15.2 -10.5 12.8 8.5 12.2
Of which:
Credit to the government (net) 3.4 3.1 255 1.0 12.5 -10.6 6.3 3.8 -3.8
Credit to the private sector and public enterprises 7.8 4.4 4.4 23.7 20.0 -6.5 5.5 8.4 2.8
Claims on foreign exchange bureaus 0.0 0.0 8.8 4.0 -1.0 -1.2 0.0 0.0 0.0
Other items net -3.8 4.9 -9.9 -6.4 -16.3 7.7 1.0 -3.7 13.2
Velocity (GDP/end-of-period broad money) 3.3 2.7 2.8 2.3 2.2 24 2.3 1.9 2.0
Treasury bill rate (in percent; end of period) 12.5 12.0 15.0 20.0 31.0 28.0 125 10.4 11.6
(Percent of GDP, unless otherwise indicated)
Central government budget
Domestic revenue 17.9 18.5 15.1 16.3 15.7 20.9 19.7 21.2 22.1
Total expenditure and net lending 22.7 22.1 311 25.4 22.9 311 30.0 29.2 25.4
Balance, including grants -3.5 -1.4 -13.9 -4.6 -4.7 -6.2 -9.2 -6.8 2.9
Basic primary balance 2/ 4.7 4.6 -1.3 2.7 3.6 9.6 8.5 8.4 9.0
Net foreign financing 0.6 -0.8 -0.4 19 0.6 5.7 5.5 5.2 0.8
Net domestic financing 2.9 2.2 14.3 2.7 4.1 0.5 3.7 1.6 -3.3
Stock of domestic debt 27.0 315 38.1 36.6 25.2 32.9 35.5 32.2 29.6
Gross domestic investment and savings
Gross domestic investment 17.8 17.3 17.4 21.2 19.5 29.0 26.8 279 23.6
Gross national savings 14.9 14.1 14.8 18.4 14.4 22.8 11.7 16.4 12.8
External sector
Current account balance
Excluding official transfers 3/ -9.8 -10.6 -10.1 -13.4 -13.6 -14.7 -20.2 -14.7 -16.1
Including official transfers 3/ -2.8 -3.1 -2.6 -2.8 -5.1 -6.1 -15.1 -11.5 -10.8
Gross official reserves (in millions of US$) 98.0 1114 63.3 67.2 61.5 84.0 96.6 118.6 120.0
In months of imports, c.i.f. 6.2 7.0 5.0 4.5 4.4 4.3 4.5 5.5 4.8
External debt service 4/ 11.8 15.4 16.4 16.9 8.5 17.7 17.7 16.5 18.5

Sources: Gambian authorities; and IMF staff estimates.

1/ Excluding reexports and imports for reexport.

2/ Basic primary balance is defined as domestic revenue minus expenditure and net lending, excluding interest payments
and externally financed capital expenditures. It measures the Government’s domestic fiscal adjustment effort.

3/ Official transfers also includes an assumption for technical assistance.

4/ Percent of exports of GNFS.



Box 2. The Gambia: Performance Under the Fund-Suppted Programs, 1998-07

A three-year arrangement under the ESAF, appravdad98, was converted to an arrangement under the
PRGF and expired at end-2001. A new PRGF arrangewashapproved July 2002. After one drawing
upon approval, the program soon went off trackexulred in mid-2005 without completion of a single
review. Strengthened macroeconomic policies fro®¥2énd successful implementation of a staff
monitored program paved the way for a new PRGFgement in February 2007.

ESAF/PRGF, June 1998 — December 2001 (EBS/98/1@2) but one of the reviews were completed,
though often accompanied by requests for waivensamobservance of Performance Criteria (PCs). While
guantitative PCs on external payments arrears sednal debt were generally observed, targetssuafi
performance (e.g., revenue and limits on publi¢csesages) and on the level of net foreign assktiseo
CBG were often not met. Prior actions and aboui2t8tal benchmarks were met on time.

Later, in 2003, unrecorded public expenditure foehby loans from the CBG in 2001 and illicit fayei
exchange transactions by CBG officials were unaederhis resulted in misreporting of end-March and
end-September 2001 PCs; the associated non-corgplisbursements were repaid in 2004.

2" PRGF, July 2002 — July 2005 (EBS/02/11%plementation difficulties became acute under the
arrangement approved in 2002. As a result of seueliey slippages and the economic consequences of
lack of accountability in public expenditure managat, the first review under the arrangement was na
completed when the program expired. A majoritytodictural benchmarks under the first year of the
second PRGF arrangement were not met on time.

SMP, October 2005 — March 2006 (EBS/05/19Revenue shortfalls meant fiscal targets for Decembe
2005 were missed, however implementation improwettié second half of the program and the fiscal
targets met cumulatively through March 2006. Furtperformance against structural benchmarks was
strong through strengthened internal controls aedperational independence of the CBG, enhanced
public financial management and accountability, prafjress toward fiscal sustainability.

3“9 PRGF. On February 21, 2007 the IMF Executive Board apgtoa new three-year PRGF arrangement
for the period 2007-09 (EBS/07/13). Consistent wlitn PRSP and the Fund’s ex-post assessment of its
earlier programs, key elements of the programiacalfadjustment designed to support a reduction in
domestic interest rates; measures to enhance Ci8fhah controls and operational independence taisus
macroeconomic stability; a strengthening of pufiiancial management to ensure that aid and domesiti
resources are used effectively in line with natigméorities; and creation of a credit referencedaw to
deepen financial intermediation. Strong performaaddo the completion of the first review in Augus
2007. Fund staff recommend completion of the secewigw.

14. A tightening of fiscal and monetary policies from &te 2003 lowered inflation and
contributed to sustained growth.The basic primary balantemoved from a deficit of over
1 percent of GDP in 2001 to an average surplus®p8rcent of GDP during 2004-06, and is

% A good review of macroeconomic performance anistty of engagement with the Fund through 2004 is
contained ifThe Gambia—Ex Post Assessment of Longer-Term BrodgEngagement{SM/05/234).

* Basic primary balance is defined as domestic reeeninus expenditure and net lending, excludingrést
payments and externally financed capital expengktuit measures the Government’s domestic fiscal
adjustment effort.



expected to reach 9 percent in 2007. Yields orstmgabills rose from 15 percent at end-
2001 to 31 percent at end-2003 before declinintptd5 percent since mid-2005. Inflation
fell from 17.6 percent at end-2003 to 1.4 percerinal-2006. A spike in the prices of some
imported food items pushed the annual rate oftiofieto over 6 percent in the second
guarter of 2007, but there has since been an eatinfationary pressures and the rate is
expected to fall to about 5 percent at the enth@fyear.

15.  Economic growth has been robust during most of thperiod since decision point.
After growing by nearly 6 percent in 2001, real GI8P by about 3 percent in 2002
reflecting macroeconomic instability and the impafcadverse weather on agriculture.
Subsequently, growth has averaged 6.5 percentradrdgen by the tourism,
telecommunication, and construction sectors. Tauhgas been a major beneficiary of
foreign direct investment (FDI), which has expantezlsupply of hotels and allowed the
sector to grow by an annual average of 11.6 peréeneéw competitor entered the mobile
telephone market in 2007, increasing the totahted. A construction boom has been
financed by FDI and also remittances. Agricultuas been the laggard, particularly the
groundnut sector, in which a majority of the poak® their livelihood. However, the
government recently initiated concrete measureswibalize the sector as part of the
implementation of the sector reform roadmap, basefiill liberalization of the sector (see
Section IL.E). Liberal trade polices and an efintiport infrastructure allow the country to act
as a regional re-export hub. Continued macroeconstability and strengthened public
financing management provide the foundations fetaned growth and poverty reduction.

16. External developments have been broadly favorablever the period.In 2001 and
the first year under the second PRGF arrangentengxternal current account deficits,
including official transfers, remained below thegram projections. During most of this
period, The Gambia accumulated gross internati@sarves which were equivalent to six to
seven months of import cover and above the progaagets except for 2001. Over the
period 2001-03, the level of reserves fell in res®Eoto macroeconomic instability and
uncertainty. With renewed macroeconomic stabilmatind an associated increase in FDI
inflows, the current account deficit has widenadt, ieserve coverage has increased to
approximately five months of import cover despitereasing imports.

17.  Macroeconomic performance under the third PRGF-supprted program has

been strong.The first review of the program was completed Audid97, and Fund staff are
recommending completion of the second review. Utigeiprogram, robust growth and low
inflation have been sustained through good pohaglementation—in particular, strong
fiscal performance. The second review includedudison of the authorities’ proposed
budget for 2008 which aims at ensuring that pasafisuccess will be continued, and
translate into lower domestic debt looking forwaFte authorities also agreed to indicative
limits on new borrowing under the program, to prexeebt ratios quickly returning to pre-
decision point levels.
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18.  The staffs of IDA and the IMF conclude that The Garbia has met the trigger on
the maintenance of macroeconomic stability, as evethced by satisfactory
implementation of the PRGF-supported program.After an initial period of uneven
performance, a stable macroeconomic environmenbéas maintained through fiscal and
monetary discipline. The Fund’s Board approvedfitisé review of a new PRGF program in
August 2007, and Fund staff recommend completich®@f&econd review.

C. GOVERNANCE

19. The government has successfully introduced a numbef significant reforms on
public financial management and Central Bank operabns. These reforms have

improved transparency and accountability in theafgaublic resources and reduced the
opportunities for corruption. They addressed @ltaeficiencies in governance, such as a
significant backlog of unaudited public accountd arternal control failures at the Central
Bank. In particular, the government has had to oelypreliminary and sometimes incomplete
expenditure data for monitoring poverty reducingenditures, such as in 2004 (see Table 6
below).

* Budget Management and Accountability Act (2004)Legislation on budgeting and
accounting had been based on an outdated frameWoekBudget Management and
Accountability Act (2004) updated the legal framekvto international standards. It
provides for a fuller integration of the recurrand development budgets, a closer
linkage between budget preparation and executimhcansolidation of public funds. It
includes good practices on limiting and publicizgayernment borrowings and
guarantees, and timely preparation of annual pagoounts.

» Central Bank reforms. A new Central Bank Act (2005) provides increaspdrational
independence of the CBG, including setting limitdending to the government by the
CBG. The arrangements for external audits were ongat, and the capacity of internal
audits and supervision departments were strength#neugh new recruits and training.
Important steps have been taken to strengthemadteontrols, in line with the
recommendations of the IMF’s Safeguards Assessarehexternal audits: (i) an action
plan for improving internal controls was approveditre CBG’s Board in July 2005 and
is being implemented; (ii) formal guidelines foréan exchange reserves management
were approved by the Board in December 2005 anteang) implemented; (iii) an audit
committee, comprising the independent memberseoBthard, has been formed to
oversee the external audit process and the inteamditol structure of the CBG; and (iv)
new operating manuals for the internal audit, foegrand foreign exchange departments
have been prepared.

* Public procurement reforms. The Gambia Public Procurement Act (2001) provities
framework for an open, non-discriminatory and tparent procurement system. The
new legislation supports national anti-corruptinitiatives and harmonizes public
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procurement policies and tools. The Gambia Publicirement Authority (GPPA) was
created in 2002 with the responsibility for implertieg the new legal framework and
reviewing all large contract awards. The centratie board was replaced by
decentralized procurement committees and units.

Gambia Revenue Authority (GRA). The GRA Act (2004) created the semiautonomous
GRA which consolidated administration of income aates tax with customs. The
establishment of the GRA contributes to the enhawece of the legitimacy and
professionalism of tax administration, the improesnof taxpayer services, and the
promotion of uniform application of tax laws. Thewly created GRA Board, comprising
both public and private sector representativespleas actively engaged in the reform
process. Tax administration capacity has beengitiened through organizational
restructuring, training and technical assistanakthis has had a positive effect on
revenues.

Integrated Financial Management Information System(IFMIS). The authorities are
introducing the IFMIS, which is a comprehensive [puéxpenditure management IT
system for all stages of the budgeting and accogmiocess. IFMIS began operations in
January 2007 and covers the entire central Govartirtieés being developed and
implemented through two phases, with completioptaise one expected in the first
quarter of 2008. The system is currently procesalhgayments and the payroll, and
producing fiscal accounts. It incorporates commithntrols which facilitate fiscal
discipline. The budgeting module and the full coempént of fiscal reports are expected
to be completed by the end of phase one. Stattseof reasury and the Department of
State for Finance and Economic Affairs (DOSFEA)éeaceived extensive training on
the system as well as on basic IT and accountiitig.sk key challenge for the
authorities will be to ensure the sustainabilitylo system, particularly in terms of
retaining trained staffs and adequately prepammgtaff turnover.

Preparation of public accounts.At the decision point, the government’s publicaous
had not been prepared since 1992, undermining fisezgsparency and accountability.
The accounts have now been updated to 2006. ThéSIEVexpected to produce the
2007 accounts by end-March 2008.

The Government has issued annual public reports ote overall budget

execution and semi-annual reports on the use of ietim HIPC Initiative debt relief.

The government’s annual budgets report on actualigexpenditures with a two year lag. In
addition, a series of annual Public Expendituregé¥es (PERS) were conducted by the
authorities, IDA and other development partneresehPERs analyzed the effective use of
public expenditures, particularly with respect 3P priority spending, and also
improvements in public financial management. Theeafanterim HIPC debt relief has been
analyzed through semiannual and annual Poverty dRegliExpenditure Reports (PRERS).
These reports cover all poverty-reducing expene#unot just expenditures funded by
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interim HIPC relief. The staffs endorse this apptogiven that funds are fungible. The
Cabinet reviews and approves the annual budgettharfdRERS.

D. SOCIAL SECTOR REFORMS

21. Resources in the budget freed by interim HIPC debtelief have been used in
accordance with the annual budgets approved by th€abinet. The use of interim HIPC
relief is explicitly specified in the annual budgiets part of poverty-reducing expenditures.
The budgets identify all poverty-reducing expendi$y parts of which were funded by
interim debt relief and the rest through the gowegnt’s own local revenue. IDA and the
AfDB Group suspended their interim relief in Mar2005 and end-2003, respectively. IMF
relief was suspended in 2002 when the PRGF weritaxdk, and it resumed in 2007 with the
approval of a new PRGF. The government continuechttk poverty-reducing expenditures
even after the cessation of interim HIPC reliestéad of the Task Force and HILEC as
originally envisioned in the decision point, cuttgrihe entire Cabinet directly reviews and
approves the annual budgets and the allocatiopswterty-reducing expenditures. HILEC is
a Cabinet subcommittee.

22.  There have been important gains in educationlhe government has a new
comprehensive Education Policy (2006-2015) whidu$gs on expanding and improving
the quality of education. Education benefits frgithe largest government budget among
all ministries; (ii) support from donors, includitigA’s recently approved second phase of
its education project; and (iii) funding from th&A& FTI Catalytic Grant. The education
sector has benefited from an extensive governnragram of expanding infrastructure,
teacher training and school materials. Over 1,088scooms were built with the support of
the World Bank education projeétccess to education has expanded, particularlyrial r
areas, with a gross enrollment rate of 77 percénmtiwincreases to more than 90 percent if
Madrassa enrollments are includethe government has programs to recruit and retain
gualified staff, including hardship allowances amghroved working conditions for teachers
assigned to rural areas. The key next challengeimmprove the quality of education
programs.

23. The annual increase in the number of graduating lowr basic education teachers
has significantly exceeded the decision point targef 45 percent.Starting from 192
graduates in the base academic year 2000/01, thbamwof graduates from The Gambia
College with a Primary Teacher’s Certificate hagéased every year, reaching 331 in 2005.
This represents an increase of 72 percent frorbdke year, which will help the country
improve the quality of teaching in the grades coeed to have the greatest impact on
poverty.

® Madrassas are Islamic religious schools.
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Table 2. Gambia College Primary Teacher’s Certificate (PTC) Grduates

2001 2002 2003 2004 2005
PTC Graduates 192 221 227 311 331

24.  The scholarship scheme for girls has increased féeyond the annual target of
2,000 girls in at least three regionsThe number of girls that have benefited from a
scholarship has increased every year, reachin@@1,02005-06. There are two scholarship
programs for girls. The Scholarship Trust FundGints under the Department of State for
Education covers regions three to six out of d witaix regions, while the President’s
Empowerment of Girls Education Project is a mocene program initiated in the 2005/6
school year, covering regions one and two. Togethertwo girls scholarship programs
cover the poorest regions of the country.

Table 3 Scholarship Funds for Girls

Year STF! PEGEF? Total
2000/01 5,979 - 5,979
2001/02 6,042 - 6,042
2002/03 9,800 - 9,800
2003/04 11,390 - 11,390
2004/05 12,711 28,337 41,048
2005/06 13,217 28,722 41,939
2006/07 14,006 N/A N/A

1. Scholarship Trust Fund
2. President’'s Empowerment of Girls Education €bj

25.  Health care has expanded significantlyThe country has a comprehensive set of
health policies, including the National Health Bglia National Drug Policy, and a National
Nutrition Policy. Health has the third largest batigmong government ministries. Primary
and secondary health care have expanded signific@atticularly the construction of health
centers through donor financing. Moreover, investisién health centers have mostly been
made in poorer regions. Physical access to basithheervices is generally good, with 85
percent of the population living within one-houatel time, or 7.5 km, of a health facility.
Hospital beds, at 1.21 beds per 1,000, comparedaiyowith other Sub-Saharan Africa
(SSA) countries. The challenge now is to ensuretttfeahealth centers are properly equipped
and staffed.

Table 4. Share of Births Attended by Skilled Health Staffs

The Gambia Senegal Ghana SSA Avg
1998 2000 2005 2002 2006 2005
Percentage of 4,1 54.7 56.3 58.0 49 45

Births
Source: 2000 and 2005 MICS for The Gambia, and WitGenegal and Ghana.
1. Although the decision point document indicdtes the baseline of 44 percent was estimatedge8,1
it was actually estimated in 1990 (World Bank, PHRINCR, May 2006).
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26.  The country has substantially increased the sharef births attended by a person
trained in antenatal care, but not to the extent ewisioned at decision pointAt the
decision point, this indicator was targeted to @ase annually by at least 5 percent, from
44 percent in the base year of 1998. The most testimate available is from the 2005
Multiple Indicator Cluster Survey (MICS), which ilcdtes that 56.3 percent of births were
attended by skilled health personnel. This is aiB@ant increase from the baseline, but it is
less than the decision point target of 61.9 perceR005.

27. The staffs observe that the target percentages atmrealistically high, and

similar or better than other Sub-Saharan African cauntries. The high percentages are

due to the long delays in reaching the completimintpresulting in a situation where the
indicator would have continuously increased fouareasonably long period. As a result of
the substantial gains made since the decision,pbimishare of assisted births in The Gambia
is now significantly greater than the SSA averakgh(e 4). In general, the government has
increased the supply of antenatal care servicdsskitled attendants.

Table 5. Share of Primary and Secondary Health Care in HedltRecurrent Budget
(Percentage)

1999 2000 2001 2002 2003 2004 2005 2006

Share of Primary and 42 41 39 42 50 51 48 44
Secondary Health

1. The percentage for 2001 is based on the budigettions, while the other years are based amhct
expenditures.

28. The share of primary and secondary health care witim the recurrent budget for
health has increasedThe recurrent budget for primary and secondaritiheare is
understood to comprise health centers, dispensamigsub-dispensaries, health promotion
and protection, family health, disease control, anes’ training. It does not include
expenditures incurred directly or indirectly ondmn personnel and referral hospitals. The
share of primary and secondary health care wasr®pt in 1999, the baseline year. In
2001, this share remained relatively stable ugd@22 but subsequently it increased to 50
percent in 2003 and has generally maintained tlgisen level. The share has averaged 48
percent since 2003, which is greater than the ivesef 42 percent as required by the
decision point trigger.

® World Bank, Participatory Health Population andiiMion Project, Implementation Completion Repdfay
2006.
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E. STRUCTURAL REFORMS

29. A functional multi-sector regulatory agency has bee established. The Gambia
Public Utilities Regulatory Authority (PURA) Act wsaenacted in 2001. The Act provides
PURA the mandate to regulate the water, electriaityl telecommunication sectors. The
Board has been established and staffs recruitegreSent, PURA’s activities are mainly
focused on the electricity and telecommunicatiari@s. It collaborates with the Department
of State for Finance and Economic Affairs (DOSFBAY the relevant line ministries on
licensing, tariffs, and competition (antitrust)ateld policy decisions.

30. The Government unsuccessfully attempted to private the public groundnut
processing plants. The Gambia Groundnut Corporation (GGC), which swhe groundnut
plants as well as transportation and storage fi@siJiwas formerly a foreign-owned private
company which was nationalized in 1999. From 2@03Q06, the authorities attempted to
privatize GGC. A due diligence was conducted, tideling document was prepared and
requests for bids advertised. There was only odéedsj a local firm, and the authorities
decided to reject the bid on the grounds that & nat sufficiently qualified and that it would
be detrimental to the sector and the economy.

31. Groundnut exports fell sharply in 2005 due to poomarketing. In 2005, a public-
private joint enterprise, the Gambian Agricultuvédrketing Corporation (GAMCO), was
established. A change in licensing regulations@#VICO as the sole operator for
processing and marketing groundnuts in 2005/06. GEMvas undercapitalized and lacked
market experience. As a result, groundnut expatsehsed to US$2 million in 2005 from
US$16.9 million in the previous year, and GAMCQO@awv bankrupt. In 2006, the
Government reopened the groundnut market to melopkrators. Also, GGC was given a
license to export groundnuts, whereas previoudhciised exclusively on processing,
transport and storage activities.

32. The government has prepared a comprehensive sect@form strategy to

revitalize the groundnut sector and attract estabkhed international investors.A sector
reform “roadmap” was prepared in consultation Wigly public and private sector
stakeholders, including the World Bank, the IMF éimel EU. This roadmap outlines the
government’s plans to fully liberalize the sectod&o privatize the management of the
publicly-owned groundnut facilities. The governmbas already implemented the following
actions from the roadmap: (i) allowing immediateefentry of operators at all levels of the
value chain; (ii) transferring management respalitsilior the sector tan association of the
sector’s public and private stakeholders, the Agibess Service Plan Association (ASPA),
which will inter alia determine the producer pri¢@) putting GAMCO under a receivership
as part of the liquidation process; and (iv) digsw the Board of Directors of GGC, and
initiating steps to reconstitute a new Board whigth no longer intervene in the daily
operations of the company. In 2008, the governmkamts to introduce private management
to GGC under a performance-based contract, in paépa for eventual complete
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privatization. The only direct cost to the budgent the implementation of the roadmap
relate to the government’s assumption of nonperiogrbank loans, equivalent to one
percent of GDP, that were guaranteed by the S8eialirity and Housing Finance
Corporation, a public enterprise. The loans wilrgpaid over three years beginning in 2008.
IDA and the EU plan to support the implementatibthe roadmap through investment
projects and budget support operations.

33.  The groundnut sector reform roadmap was endorsed bthe Cabinet in June
2007.In July 2007, the government made a public annexnent to inform all interested
parties of its commitment to the implementatioth& roadmap, and to full liberalization and
open competition in the sector. The government faisnally communicated to IDA and

IMF its commitment to the roadmap. The staffs bipadpport the roadmap’s strategic
focus on liberalizing the sector.

F. Uske orFHIPC INTERIM RELIEF

34. The Gambia has benefited from the full amount of tle interim HIPC debt relief
from IDA, AfDB and the EU. Interim assistance from IDA reached the ceilingé¢ third
of expected total HIPC relief in December 200MIF interim relief was suspended in 2002
when the PRGF went off-track, and it resumed in728@h the approval of a new PRGF.
IDA has delivered interim assistance in the amda®$8.0 million in NPV terms and the
IMF has delivered interim debt relief of US$0.6 lioih (SDR 0.4 million) in NPV terms as
of end-November 2007. Interim assistance from tfi@gBAGroup was provided during 2001—
2003. It came to an end in end-2003 when the 4€epéceiling of total AfDB HIPC relief
provided as interim relief was reached. Total agste during the interim period amounted
to US$17.5 million in NPV terms (US$21.2 millionmominal terms), of which US$17.0
million in NPV terms came from multilateral credgcand US$0.5 million in NPV terms
from bilateral creditors.

35. The government allocates between one quarter to orleird of total locally

funded expenditures to poverty-reducing spending.ocally funded expenditures are
recurrent expenditures and parts of developmergrekipures that are directly funded by the
government’s own resources. The share of povedyeaieg spending comprises
approximately half of total expenditures when iaggmpayments are excluded. The PRSP
priority sectors account for approximately a fifthall expenditures, and approximately a
third if interest payments are excluded. As andation of their prioritization, the
Departments of State for Education and Health hiadargest and third largest budgets,
respectively. The Department of State for Finama Bconomic Affairs (DOSFEA) has the

" Interim relief for The Gambia was terminated indsta2005. All interim relief delivered counts tonda the
total amount of HIPC relief in NPV terms and thigéflected in the new IDA HIPC debt relief deliyer
schedule.
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second largest budget, mainly due to transfersda@mic management agencies such as the
Gambia Revenue Authority (GRA) and the Gambia BuasStatistics (GBOS). The PRSP
defines this type of spending as poverty reducingrgthat these agencies are responsible
for strengthening public financial management affidial statistics. Other poverty reducing
expenditures cover agriculture, governance and sfvvice reform, decentralization and

local government capacity building, and cross-ogtprograms on nutrition, population,
gender and HIV/AIDS.

Table 6. Budget Outturns of Locally Funded Poverty Reducig Expenditures (PRES)

2001 2002 2003 2004 2005 2006 2007

Total expenditures (mil. dalasis) 1,298 1,408 1,8422,252 2,528 2,661 3,238
HIPC interim relief (mil. dalasis) 30.3 39.2 579 3.8 20.6 0.0 0.0
Total expenditures (US$ millions) 82.7 70.7 67.5 .075 885 94.8 116.6
Percent of total expenditures
PRE 35.2 37.0 30.0 - 24.3 26.2 33.6
Non-PRE, non-interest payment 42.2 36.7 37.0 - 31.0 39.2 40.3
Interest payment 22.6 26.3 33.0 385 447 34.6 26.1
Percentage increase wrt 2001
PRE - 14.2 21.0 - 34.3 52.6 137.9
Non-PRE, non-interest payment - -5.7 24.7 - 43.1 .690 138.6
Interest payment - 26.1 106.8 195.4 285.0 2135 .1188
Memorandum items:
PRE of total exp w/o int. paymeht 455 50.3 447 - 43.9 40.1 454
PRSP priority sectors 229 23.9 18.3 - 18.7 20.2 18.9
PRSP priority sectors w/o 29.6 32.4 27.3 - 33.8 30.8 25.6

international.

Source: Government budget reports and draft palgihounts, IMF reports and staffs’ own calculations.
1. Detailed budget outturn data for 2004 are uitetvie.

2. 2007 figures are budget allocations, wherea®ther years are budget outturns.

3. The denominator is total locally funded expéurgis excluding interest payments.

4. PRSP priority sectors are education, healthagmitulture.

36. The share of poverty-reducing expenditures declinefom 2002 to 2005 due to
rising domestic interest payments and efforts to &ore fiscal discipline.Poverty-

reducing expenditures as a share of total localigléd expenditures increased to 37 percent
in 2002, but then declined to 24 percent in 20Bbverty-reducing expenditures were
essentially crowded out by domestic interest paymehich increased from 23 percent of
total recurrent expenditures in 2000 to 45 perae005 (Figure 1). Rising interest
payments were a legacy of earlier fiscal and mopedgopages which significantly

increased the domestic debt and interest rateseguknt efforts to restore fiscal discipline
meant that the growth of recurrent expendituresfwdler constrained.

8 Note that the budget outturn has been difficutrack due to the lack of reliable data, and treeethese
findings should be considered preliminary.
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37. The share of poverty-related expenditures has incesed since 2009Domestic
interest rates eventually declined as a resulinproved fiscal and monetary discipline,
leading to a decrease in the share of interest pagnn total recurrent expenditures from 45
percent in 2005 to 35 percent in 2006. Its shewexpected to decline further to 26 percent in
2007. In response to the expanded fiscal spacePRRSrity spending increased from 24
percent in 2005 to 26 percent in 2006, and is epeo increase to 34 percent in 2007.
Compared to 2001, poverty-reducing spending wageftdry 34 percent in 2005 and by 138
percent in 2007, while the corresponding percemstégeinterest payments decreased from
285 percent to 188 percent in the same years.

Figure 1. Poverty Reducing Expenditures and Interest Payments
(Percent of total locally funded expenditures)
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Source: See table 2.
Note: Budget outturn of poverty-reducing expendituin 2004 is unavailable.

38.  Social development funds have been used to targefpgport to local communities.
Most of these social development funds were estaddi with support from development
partners. In particular, the Board of IDA approwedugust 2007 a Community Driven
Development (CDD) project which will support rucammunities. The PRSP outlined plans
for a Poverty Reduction Fund (PRF) as an accourfitangework for monitoring pro-poor
spending. It has now evolved into an overall framewfor tracking spending from social
development funds. Once operationalized, it is etqukthat the PRF will facilitate the
coordination and monitoring of spending from thelCproject and other social development
funds.

G. SIAFF ASSESSMENT

39. The staffs are of the view that the Government haflly implemented nine out of
eleven completion point triggersTwo triggers were partially completed: (i) annuadrease
by five percent of the share of births attended Ipgrson trained in antenatal care; and (ii)
bringing to the point of sale the publicly-owneagndnut processing plants. The staffs
recommend that waivers be granted for non-obseevahthese two triggers. These waivers
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are sought because, as discussed above: (i) stibspangress was made towards
implementation of each trigger; (ii) regarding thigger on assisted births, the target
percentages are unrealistically high due to thg belays in reaching the completion point,
and moreover progress on this front has been $athite situation is now similar or better
than in other comparable Sub-Saharan African castand (iii) with respect to groundnut
processing plants, a previous attempt by the gowent to privatize them was unsuccessful
and corrective actions are now being implemented.

[Il.  UPDATED DEBT RELIEF AND SUSTAINABILITY ANALYSIS

A. UPDATED DATA RECONCILIATION FOR THE DECISION POINT

40. The staffs of IDA and the IMF, together with the Ganbian authorities, have
reviewed the stock of debt at end-December 1999 @mented in the decision point
document against creditor statements.As a result of this exercise, the NPV of the debt
owed to some creditors as presented in the degmiot document was revised. The
revisions arose primarily from data discrepancisesalered during consultations with
creditors. The revisions are as follows:

41.  Multilateral creditors: As a result of this exercise, the nominal stocHeiit owed

to multilaterals has decreased by US$0.6 milliobd8$355.6 million, and the NPV of debt
was reduced by US$0.5 million to US$180.3 milliorhe NPV of debt to IDA was revised
upwards by US$0.1 million. Moreover, European UniBb)) loans administered by IDA—
amounting to US$0.3 million in NPV terms after fitawhal debt relief—were not included at
decision point (see paragraph 42 below). The NP¥ebt owed to the African Development
Bank Group was revised downwards by US$0.6 millmajnly due to corrections in the
loan database, while the NPV of debt to the ArabkBar Economic Development in Africa
(BADEA) and the EU was revised upwards, respectivey US$0.2 million and US$0.1
million to account for higher nominal stocks of déian considered at decision point. The
NPV of debt owed to the Islamic Development Barsio@) and the International Fund for
Agricultural Development (IFAD) was revised downdsiby US$0.3 million and US$0.02
million, respectively, due to overstated nominakkt while the NPV of debt owed to the
OPEC Fund for International Development (OFID) wagsed upwards by US$ 0.1 million
due to understated nominal stock at decision point.

42. Bilateral creditors: The NPV of debt to Paris Club creditors after apgya
traditional debt relief mechanism was revised uphfesm US$17.6 million to US$19.5
million (Table 10). This revision is attributable the reclassification of European Union
loans administered by IDA that are now treatecbass from Paris Club creditors (US$0.3
million in NPV terms after traditional debt reliefhd to the changes of the NPV of debt
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owed to Norway and Franéd.he NPV of debt to Norway increased from US$2.Biomi to
US$5.6 million, while the NPV of debt to France wasised downward from US$5.5
million to US$4.3 million® The NPV of debt to non Paris Club creditors deseddrom
US$46.4 million to US$40.9 million due to the readsNPV of debts to Kuwait, Taiwan
Province of China, and Libya.

43.  Estimates of exports of goods and services usedewaluate HIPC assistance at
the decision point have also been revisdtbm an average of US$118.8 million per year
over 1997-99 to US$119.4 million.

44.  The debt reconciliation exercise, together with reiged estimates of exports,

implies a decrease in the required HIPC assistanc&he nominal stock of debt at end 1999
has decreased by US$7.9 million to US$444.7 miliiad the NPV of debt, after the delivery
of traditional debt relief, is reduced by US$4.2liom to US$240.7 million (Table 10).
Revisions to debt and export data together wouwddltén a downward revision of HIPC
assistance by US$5.0 million in NPV terms, from B8&$ at the decision point to US$61.7
million.

45.  Debt relief under the enhanced HIPC Initiative nevetheless remains that agreed

at the decision point.For countries that reached the decision pointrpaahe adoption of

the decision on information reporting by the BoastitDA and the Fund? the amount of
enhanced HIPC assistance required at the decisiohgannot be adjusted downward
without consent of the country authorities. In ttése, the Gambian authorities have not
agreed to a revision on the grounds that, by reduitie resources available for their ongoing
PRSP program, a downward adjustment in assistana&weaken poverty reduction

efforts. As a result, committed debt relief undex €nhanced HIPC Initiative remains
US$66.6 million in NPV terms, as estimated at teeislon point, and the common reduction
factor remains at 27.2 percent.

° European Union loans administered by IDA weresifas] as multilateral at the decision point. IrbReary
2005, the Commission of the European Union, afvesaltation with its member states, notified staéit these
loans should be reclassified as bilateral to réflecrect ownership status.

2 The Gambia’s debt vis-a-vis Norway and France rgaised due to new information provided by the
creditors on the nominal stock of debt.

' The Gambia’s debt vis-a-vis Taiwan was revisedmidue to new information provided by the creditar o
the nominal stock of debt. With respect to Kuwaidl d.ibya, the debt was revised after correctingititerest
rate used at decision point.

12« nformation Reporting in the Context of HIPC liaitive Assistance”, approved by the members of the
Executive Board of the IMF (EBS/02/36) and IDA (IE3%ecM2002-0131), March 4, 2002.
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B. STATUS OF CREDITOR PARTICIPATION IN THE ENHANCED HIPC INITIATIVE

46. The Gambia has received financing assurances of ganipation in the Enhanced
HIPC Initiative from creditors accounting for 80.7 percent of the NPV of HIPC
assistance estimated at the decision poinMultilateral creditors account for 73.5 percent
of total committed assistance, while bilateral g account for 26.5 percent. Several
multilateral creditors and all Paris Club creditbesre provided interim assistance

(Table 19). Most multilateral and all Paris Clubditors have confirmed their participation
in the HIPC Initiative. The authorities are workitoyvard reaching agreements with all
remaining creditors (Table 19).

Multilateral creditors

47. HIPC assistance from multilateral creditors amouns to US$49.2 million in NPV
terms, or about three-quarters of total HIPC assisince (Table 19)IDA, the IMF, the
AfDB Group, and the European Union provided inteassistance in the form of debt
service reduction. All but one creditor have conteditto provide the required assistance
once The Gambia reaches the completion pdint.

48. The IMF: Enhanced HIPC assistance from the IMF amoun&D®B 1.8 million
(US$2.3 million) in NPV terms at decision point. fAfs amount, an estimated SDR

0.4 million (US$0.6 million) has already been distmd as of end-November 2007 in the
form of interim assistancé At completion point, the IMF will provide the reinang HIPC
assistance amounting to SDR 1.4 million (equivalernd S$2.0million), together with
accrued interest, currently estimated at SDR Olkomi IMF assistance represents an
average annual reduction of 13 percent in debiceover 2001-09.

49. IDA: Debt relief from IDA amounts to US$22.3 milliom NPV terms at decision
point (Table 19), equivalent to debt-service sasia§US$35.9 million during 2001-2016.
Of this amount, IDA has delivered US$8.0 millionNiPV terms (US$9.1 million in nominal
terms) as interim relief in the form of a 50 petcesduction of The Gambia’s debt service to
IDA*. Upon reaching the completion point, the remainingion of assistance from IDA
amounting to US$14.3 million in NPV terms (US$2Blion in nominal terms) will be
provided in the form of a 50 percent reduction béTGambia’s debt service to IDA through
February 2016.

13 ECOWAS had not confirmed its participation at tinee of writing.

4 Interim assistance was suspended in 2002 wheoritieal PRGF arrangement went off-track, but was
resumed in 2007 with the approval of a new thres-{®RGF program.

15 Interim relief reached the ceiling of one-thirdtofal NPV of HIPC relief from IDA in December 2004
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50. The African Development Bank Group HIPC debt relief from the AfDB Group
amounts to US$15.8 million in NPV terms (Table 19jthis amount, the AfDB Group has
already provided US$6.3 million in end-1999 NPMiier(US$6.8 million in nominal terms)
as interim relief. At completion point, the AfDB @up is assumed to provide the remaining
amount of relief through an 80 percent reductiodedft service on debt outstanding at end-
December 1999, applied from January 2008 throud!320

51. Assistance from BADEA, EU, IFAD, IsDB and OFIDamounts to US$ 8.6 million
in end-1999 NPV terms (US$14.0 million in nomirednbhs). The modalities of assistance for
these multilateral creditors are summarized in &4dls.

Bilateral creditors

52.  Paris Club Creditors have agreed in principle to provide their sharassistance
under the enhanced HIPC Initiative, for US$4.8immillin end-1999 NPV terms (Tables 19
and 20)*® Interim assistance has been provided throughvatfieatment under Cologne
terms, agreed on January 9, 2003 and extendedne2) 2007. Participating Paris Club
creditors declared their readiness in principlpriwvide their full share of assistance at the
completion point, provided The Gambia maintainss&attory relations with participating
creditor countries. Bilateral agreements have lsggmed with France and Norway. Official
Development Assistance loans administered by IDd&fanded by the members of the
European Union are expected to be rescheduledccor@dance with the terms of the Paris
Club Minutes. Paris Club creditors are expectedeover their share of HIPC Initiative
assistance through a stock-of-debt reduction u6dérgne terms, which should lead to the
cancellation of all outstanding obligations of Thambia towards Paris Club creditors.

53.  Non-Paris Club creditors are expected to provide relief in terms compar&blbat
of Paris Club creditors. The NPV of debt to the4Raris Club creditors is US$80.6 million
(18.9 percent of the total debt stock). The largéfstial non-Paris Club creditor is Taiwan
Province of China, followed by Kuwait. The Gambaurthorities have sent letters to their
non-Paris Club creditors seeking debt relief ager@smwith them on terms at least
comparable to those offered by the Paris Club.

C. CONSIDERATION FOR EXCEPTIONAL TOPPING-UP OFHIPC ASSISTANCE

54. The enhanced HIPC Initiative allows for additionaldebt relief, or exceptional
“topping-up,” at the completion point if the deterioration of the debt burden indicators

% This is consistent with the proportional burdearaiy based on the Paris Club relative exposuNfiN of
total external debt at decision point after thé diske of traditional debt relief mechanisms.

' The IMF is in the process of confirming non-P&lab creditors who intend to provide debt relietfie
context of the enhanced HIPC Initiative.
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could be primarily attributed to fundamental chagea country’s economic circumstances
due to exogenous factofsAdditional debt relief may in this case be prodde bring the
NPV of debt-to-exports ratio down to the 150 petdkreshold at the completion poffit.

Table 7. Debt and Exports Related Variables (After HIPC Asistance)

Decision Point Completion Point
DP Projections Actual

NPV of debt-to-exports ratio 150.0 139.8 242.5
NPV of debt (US$ millions) 178.2 254.5 333.9
New borrowing (US$ millions) - 200.3 283.8
Grant element of new borrowing - 60.8 45.3
Exports of GNFS (US$ millions 118.8 182.0 137.7
SDR discount rate (percent) 5.6 5.6 5.1
SDR exchange rate (SDR per US$) 0.73 0.73 0.66

55.  The Gambia’s NPV of debt-to-exports ratio at end-206 was almost double its
projected value at the decision poin{Table 7) At decision point, the end-2006 debt-to-
exports ratio was projected to be 139.8 percerkpbrts of goods and nonfactor services.
By contrast, the actual ratio was 242.5 percenichvis 102.6 percentage points above the
projection and 92.5 percentage points above th€Hihreshold of 150 percent.

56. The main factors that explain the variation of theratio are export performance,
new borrowing, and the exchange rates and discounates used to calculate the NPV of
debt. The contribution of these factors is illustratadable 8 and discussed in what follows.

18«The Enhanced HIPC Initiative — Completion Poimtr@iderations,” EBS/01/141 (8/20/2001) and
IDA/SecM2001-0539/1 (8/21/2001).

¥ To date, six countries have received topping-igistance under the enhanced HIPC Initiative: Barl&aso,
Ethiopia, Rwanda, Malawi, Niger and Sao Tome ariddire.
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Table 8. Decomposition of the Changes in the NPV of Detu-Exports Ratio

Anticipated at the Unanticipated at the Percent contribution Total change Percent
decision point decision point to unanticipated (percentage goints) contribution to
(percentage points) (percentage points) increase p ge p total increase
Total change in the ratio -10.2 102.6 100% 92.5 100%
Factors contributing to the change of the ratio
1. Due to changes in the parameters 0.0 27.9 27% 27.9 30%
i) Discount rates 0.0 13.2 13% 13.2 14%
i) Exchange rates 0.0 14.6 14% 14.6 16%
2. Due to additional bilateral debt relief 0.0 0.0 0% .00 0%
3. Due to new borrowing 43.1 55.6 54% 98.7 107%
Volume 43.1 23.8 23% 66.9 72%
Concessionality 0.0 7.1 7% 7.1 8%
Other factors 247 24% 247 27%
4. Due to Exports of goods and non-factor sen -51.4 38.7 38% -12.7 -14%
Volumes 333 32%
Prices 5.5 5%
5. Due to amortization & others -1.9 -19.5 -19% -21.4 -23%

Export Performance

57.  Growth in export earnings fell short of the level oiginally projected at the

decision point.Although the growth in export earnings lowered &V of debt-to-exports
ratio by almost 13 percentage points between thisida and the completion point, this
contributionwas lower than projected. Export growth betweer01®%d 2006 was projected
to be 63 percent; however, actual export growtlhnduthis period was only 28 percent. This
shortfall is mainly attributed to a lower than mojed growth of export volumes, which
accounted for 32 percent of the unanticipated ameeof the debt-to-exports ratio.

58. Government policies can explain a substantial amourof the poor performance

of the main export sectors relative to the decisiopoint projections. The Gambia’s largest
contributors to export earnings are re-export eg$)i groundnuts and travel income, which
accounted for 30.0, 6.6 and 58.3 percent of tofpbe earnings, respectively.
Approximately half the shortfall of exports compéie decision point projections can be
attributed to re-export earnings, while groundrautd travel income accounted for a quarter
each.

59.  The shortfall in re-exports was mainly a volume andot a price effect.The

guality of the data on re-exports is poor, resglimconsiderable uncertainty about re-export
earnings. Nevertheless, it can be shown that reréexpices, based on the world export price
deflator, have grown modestly, close to the denigioint projections. By contrast, re-export
volumes fell short of projections during this pekio

60. There is sufficient evidence that government polieis were major determinants of
the lower growth of re-export volumes.The Gambia has traditionally acted as a regional
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re-export hub due to liberal trade policies andtre¢ly efficient ports and customs
administration. However, policy shortcomings resdlin lower re-exports:
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Poor macroeconomic management, resulting in macnmaic uncertainty and at
times an unstable exchange rate, contributed tagmation of re-exports.

The Gambia has been slow to further improve itsacns clearance procedures and
ports facilities, while neighboring countries swshSenegal have closed the
competitiveness gap. Anecdotal evidence suggeastbals materially impacted The
Gambia’s role as re-exporter to the region.

In early 2006, the country adopted the ECOWAS Comiaxternal Tariff (CET) and
increased its import sales tax in order to harnmmiigtariff regime with the region.
Although these reforms are intended to promoteorejitrade integration, the near-
term tax increase on imports further reduced thentg’'s competitiveness in re-export
trade.

Figure 2. The Gambia: Projected and Actual Export Performance2000-2006
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Source: Gambian authorities and staff estimates.

Groundnut is the country’s most significant cash cop, but poor policies have
dermined performance(see also paragraphs 30-38) the decision point, it was

projected that groundnut exports would steadilyease by 50.4 percent by 2006, actual
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groundnut exports decreased by 25.5 percent comhpa2000. While world groundnut
prices were marginally lower than the projectiahg, shortfall in groundnut exports can be
mostly explained by lower export volumes. The atitles implemented a series of sector
reforms which had a negative impact on the domegstiandnut sector. In 2005, a change in
licensing arrangements createdeafactomonopoly, whose inexperience and
undercapitalization resulted in the near collagsgraundnut exports to US$2.0 million.
Groundnut exports recovered partially in 2006, dnly to approximately half of the decision
point projection of US$19.4 million. Finally, notieat the shortfall in groundnut exports in
2006, which is the basis for the topping-up assesgncannot be attributed to low rainfall in
2002.

62.  Finally, the tourism shortfall can be traced to thesignificant decline in 2000,

which was policy-induced. Tourism is the country’s largest foreign exchangener.

Tourist arrivals were projected to increase to appnately 135,000 by 2006, but instead
only reached 121,000. As a result, travel inconiesfert of the projections by 10.7 percent.
The shortfall in tourist arrivals was largely doeethe withdrawal of a major German tour
operator. A major reason for this withdrawal was glovernment’s ban on all-inclusive tour
packages, which detrimentally affected the Germarket in particulaf? German tourists
decreased from 25,393 in 1999 to 12,156 in 2006.ntmber of German tourists decreased
further to 3,065 in 2001 and has never recovergutdwious levels.

63.  Overall, exports performance has largely been drive by lower than projected
volumes, for which poor policies were major deterrmants. For this reason, the staffs are
of the view that the contribution of export undefpamance to the deterioration of the NPV
of debt-to-exports ratio is not due to exogenogtofs. For the three main export sectors,
price effects have been negligible while lower tpamjected export volumes accounted for
33 of the 39 percentage points shortfall.

New Borrowing

64. At decision point, new borrowing was projected toncrease the NPV of debt-to-
exports ratio by 43 percentage pointdNew borrowing was required to support the
implementation of The Gambia’s Interim PRSP throumestments in health and education,
agriculture, fisheries, energy, water and sanitafublic sector reforms and private sector
development.

65. However, actual new borrowing exceeded the decisigroint projections by
US$84 million, resulting in an additional unanticipated deterioration of the NPV of
debt-to-exports ratio by 56 percentage pointgOf the unanticipated increase in the new

2 World Bank, “The Gambia, From Entrepot to Expogad Eco-tourism,” Diagnostic Trade Integrationd§tu
(DTIS), July 2007.
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borrowing, 25 percentage points reflect the assiomatt decision point that all new
multilateral borrowing would be available on IDAtes; with hindsight, an average grant
element of 45 percent would have been more reabsice considerable new borrowing was
from non-IDA multilateral creditors. The correctibmborrowing terms assumed at decision
point is shown as “other factors” in Table 8. Saolrections are not considered an
exogenous factor that fundamentally changes a pgamconomic circumstances. After
accounting for this correction, new borrowing wasaverage still contracted on terms that
were less concessional than the 45 percent thatdshave been anticipated, contributing a
further 7 percentage points to the deterioratiodeht-to-exports. Higher than projected
volume of new borrowing, which accounted for 24ceatage points of the unanticipated
deterioration, was discretionary and was not assediwith natural disasters or any other
types of exogenous factafsNeither the lower concessionality nor the higi@ume of

new borrowing is considered exogenous.

Changes in Parameters

66. Unanticipated changes in the exchange and discourgtes accounted for an
increase in the NPV of debt-to-exports ratio of 2@ercentage points Lower discount

rates, in line with the fall in world interest rateontributed 13 percentage points, while
unanticipated depreciation of the dollar againsstmeajor currencies, in which the country’s
debt is denominated, further deteriorated the tlelatxports ratio by 15 percentage points.
Changes in these parameters are determined bpatitmnal markets, and thus they are
considered exogenous changes to the country’s egorarcumstances.

67. A decline in discount rates can be interpreted toaflect market expectations of
lower world economic activities and thus worseningxport outlooks. The discount rates
are based on interest rates on international bohuhslustrialized countries. Insofar as the
decline would reflect expectations of lower globatput and demand, the corresponding
reduction in The Gambia’s future export earningplies a higher than projected debt
burden.

Other Factors

68.  The remaining reduction of 20 percentage points idue to revisions of the

decision point debt database and amortization of ésting debt. Due to the lag between

the decision point and the completion point, ThenBia has repaid much more external debt
than anticipated.

L Disbursements of US$380,000 from an IDA Africa Regl Locust Project can be considered exogenous.
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Conclusion

69. The staffs are of the view that The Gambia does nobeet the requirements for
exceptional topping-up under the enhanced HIPC Iniative. Most of the factors
explaining the deterioration in the ratio are nmsidered exogenous changes to the
country’s economic circumstances. Two factors areiered exogenous: (i) unanticipated
changes in international prices of exports, whictoant for 5.5 percentage points of the
deterioration; and (ii) unanticipated changes sdiscount rate and the exchange rate, which
account for 27.9 percentage points of the detdimraThese two exogenous factors explain
less than a third of the unanticipated deterioratibthe NPV of the debt-to-exports ratio.
Lower export volumes, larger new borrowing and lIoa@ncessionality had a much greater
impact on the deterioration of the debt distrei®saBy themselves, they would still have
resulted in a NPV of debt-to-exports ratio of 2@gent, significantly higher than the HIPC
debt distress threshold of 150 percent.

70. At the same time, the results of the LIC DSA—that Tie Gambia remains at high
risk of future debt distress (Appendix 1) —are a cacern. While The Gambia does not
meet the criterion for exceptional topping-up, toeebined impact of HIPC and MDRI debt
relief will significantly reduce external public lole However, despite this debt relief The
Gambia will remain at high risk of debt distressngoforward. For this reason, the
government has increased the minimum grant eleorenew external borrowing, and plans
to limit the volume of new borrowing for the foresdble future as part of an improved debt
management framework.

D. CREDITOR PARTICIPATION IN THE MULTILATERAL DEBT RELIEF INITIATIVE

71.  Contingent upon approval by Executive Directors othe completion point under
the Enhanced HIPC Initiative, The Gambia will qualify for additional debt relief under
the Multilateral Debt Relief Initiative (MDRI). Three creditors would provide this debt
relief under the MDRI: IDA, the AfDF and the IME MDRI debt relief (net of HIPC
assistance) would lead to debt service savingsS$f 873.5 million over a period of 43 years
on debt owed to IDA, the IMF and the AfDF.

72.  Debt Relief from IDA: IDA will provide debt relief under the MDRI thrgh a debt
stock cancellation of debt disbursed before end320@ still outstanding on December 31,
20072 This would reduce The Gambia’s debt stock owed by US$ 206.4 million, of

2 For IDA, eligible debt covers debt disbursed amts@mnding as of December 31, 2003. For the IMF and
AfDF, credits on debt outstanding and disbursedfd3ecember 31, 2004 may be eligible for debt felieder
the MDRI.

% See, International Development Association, “ThdtNateral Debt Relief Initiative: Implementation
Modalities for IDA,” November, 18, 2005bitp://siteresources.worldbank.org/IDA/ResourcesRIPdf.
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which a reduction of US$183.4 million would be daghe implementation of MDRI and the
remainder to HIPC assistance (Table 17). Debt diatiom under the MDRI from IDA

would result in average annual debt service saVingsof HIPC assistance) for The Gambia
of US$4.6 million between 2008 and 2011 and US$lllon over the next 30 years. Total
debt service savings from MDRI would amount to US%8 million (or SDR134.1 million).

73.  Debt Relief from the IMF: The IMF will provide debt relief under the MDRI
amounting to SDR 9.4 million (or US$14.2 milliowpvering the full stock of debt owed to
the IMF at end-2004 that remains outstanding attmpletion point* Of this amount,
SDR 7.4 million (or US$11.2 million) would be fineed from the MDRI-I Trust and the
remainder from the HIPC Umbrella sub-account (Tdl@e MDRI relief from the IMF
would imply average debt service savings net ofgated HIPC assistance of SDR 1.4
million (or US$2.1 million) per year over the néxyears.

74.  Debt Relief from the AfDF: The AfDF will provide debt relief under the MDRI
through a debt stock cancellation of debt disbulsfdre end-2004 and still outstanding at
the completion point. MDRI relief from the AfDB iivyield annual debt service savings (net
of HIPC assistance) averaging US$ 1.6 million diernext 5 years and US$ 3.9 million
over the following 39 years. Total debt serviceisgy under MDRI would amount to
US$160.2 million in nominal terms to be deliveradull at the time of the completion point.

E. UPDATED DEBT SUSTAINABILITY ANALYSIS
Debt Sustainability at End—2007

75.  The Debt Sustainability Analysis (DSA) included irthe decision point document
has been updated jointly by the authorities and thataffs of the IMF and IDA on the

basis of loan-by-loan debt data, using updated exahge and interest rategTable 9)%°

The Gambia’s nominal stock of external debt readh®@677 million at end—2006 compared
with US$453 million at end—1999 (Tables 10 and M)ltilateral creditors accounted for 84
percent of total debt, while bilateral creditore@anted for 16 percent, of which 14
percentage points are attributable to non-Parib Ctaditors. IDA and African Development
Fund are the Gambia’s largest creditors, accouritin9 and 26 percent of total
outstanding nominal debt, respectively.

76. The NPV of the Gambia’s external debt at end-20074fter full delivery of the
assistance committed under the Enhanced HIPC Initigve at the decision point, is
estimated at US$347 million, equivalent to 236 peeat of exports as compared with a

24 ps defined in the MDRI-I Trust Instrument.

% This section updates the debt sustainability aiglysing the HIPC DSA methodology, while Appenidix
provides a forward-looking update using the Lowolme Countries (LIC) DSA methodology.
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decision point projection of 137 percent (Tablesafhd@ 15). As the delivery of full HIPC
Initiative relief by Paris Club creditors will eritthe cancellation of all of their claims, the
Paris Club will not be in a position to provide §load HIPC” relief to The Gambia. As
explained in the discussion on topping-up (sedtio@), the significant deterioration of the
NPV of debt-to-exports ratio was mainly due to pexport performance, higher new
borrowing compared with the decision point projecsi, and adverse changes in the discount
rates and exchange rates.

Debt Sustainability Outlook, 2007-2027

77. The medium-term macroeconomic framework has been wated in conjunction
with the second review of the PRGF-supported progna (Box 3 and Appendix 1), and
assumes a continuation of recent prudent macro@aasicrmaanagement. Key macroeconomic
assumptions reflect: (i) higher annual growth & percent in the near term, in line with
recent strong performance and reflecting the exgoecbntinued FDI inflows and an upsurge
in donor-sponsored projects, then gradual redu¢tdnpercent over the medium-term,
based on steady growth in the tourism, telecomnatioics, and agriculture; (ii) real annual
growth of exports of goods and services at 7 peroeer the medium term, driven by
tourism, a recovery in the groundnut sector, andxgansion in other agricultural exports;
(ii) larger imports and current account defichsaugh 2012 due to ongoing investment
projects, before the current account declinessisee of GDP to 5 percent in 2025; (iv) an
improved fiscal balance in the medium term, reflfegsustained strong revenue
performance, fiscal discipline and lower debt ssgyand (v) increased external donor
assistance, both loans and grants, over the p280d-2012, declining as a share of GDP
over the medium term.

78.  Full delivery of debt relief under the HIPC Initiat ive and the MDRI would
significantly reduce The Gambia’s external public @bt. In NPV terms, the stock of debt
would be reduced from US$439 million at end-200U&$347 million after HIPC relief and
to US$165 million after MDRI (Table 13). Howevengtcountry's stock of external debt will
remain relatively large post-completion point priityadue to outstanding debt owed to
multilateral creditors that do not participate ilDRI and non-Paris Club bilateral creditors,
much of which was contracted since the decisiontgdiogether these creditors will
account for two-thirds of The Gambia’s externaltdgbck in NPV terms after completion
point. Nominal debt service relief would amountt8$23 million in 2008, of which MDRI
relief would contribute US$9 million (Table 14).

% Most of the multilateral debt is owed to BADEADB, OFID and IFAD, while the EXIM Bank of Taiwan
and the Kuwait Fund for Economic Development actdanthe majority of debt owed to non-Paris Club
creditors.



31

Box 3. Debt Sustainability Analysis Macroeconomié&ssumptions, 2006-2027

The medium term assumptions in the baseline saeaag consistent with the IMF PRGF supported progra
(see also Appendix 1). Key macroeconomic assumgptinolude a continuation of prudent macroeconomic
management, sustained investment in infrastruendetourism, and a near-term scaling up of donsistsce.
The DSA also factors in the recent exchange rgpeegmtion, which is an additional source of risk.

The baseline scenario assumes sustained outputhgiovihe near-term due to ongoing large foreigredti
investments (FDI) and donor-sponsored projects. @@Mith is expected to average 6.2 percent in 2001n
line with recent performance, before slowing grdguto 5.0 percent over the medium-term. Significan
investments are expected to continue in the tosestor, which is a major beneficiary of FDI ankley driver
of growth. FDI is projected to remain robust at fecent of GDP over 2007-12, but declining as axestof
GDP over time. In addition to tourism, sustainedvgh is expected to come from: (i) telecommuniaadia
particularly the mobile phones market which hagéhcompetitors; (ii) construction, financed by FBlthe
hotel sector and also remittances; and (iii) grownsl and the rest of the agricultural sector, igngffrom the
implementation of the recently adopted groundnataereform “Roadmap” and expansion of horticultare
other nontraditional crop?.

In line with GDP growth, growth of exports of gooalsd services is expected to be largely drivenoloyigm,
groundnuts and other agricultural exports. Re-etgpare projected to grow more slowly as the couhisgs
some of its comparative advantage in liberal trgdicies due to regional tariff harmonization and
improvements of neighboring countries’ trade reginféominal export growth is expected to increasenfan
average of 5.6 percent through 2012 to 7.7 permesit the medium-term, while imports are projectedtow
at 5.9 percent annually. Large externally-finanzeestment projects together with FDI inflows wouglgpport
larger current account deficits in the near-terat,they decline from 10.8 percent of GDP in 200 fgercent
in 2025.

The fiscal balance improves in the medium termeotihg sustained strong revenue performance awerlo
debt service. Implementation of the new PRSP igebgul to be supported by donor assistance in thetaam.
External borrowing is expected to average 5 peroéi@DP between 2007 and 2012 before declining.8o| 1
percent by 2027. External grants increased in 284 are expected to average about 3.6 percent & GD
through 2012 before declining to about 0.7 perdgnR027. A reversion of external assistance toiticadhl
levels will require fiscal adjustments. Expendisiege projected to decrease from 27.3 percent & G2007-
12 to 22 percent in the long run. In particulateiest payments are expected to continue their dawh
adjustment from 8.6 percent of GDP in 2005 to ledcent in 2027, thus freeing up resources for pggve
related expenditures. Domestic revenue collecBaxpected to remain robust at 21 percent, inviitle recent
levels.

=

79.  The debt sustainability analysis shows that The Galma’s NPV of debt-to-
exports ratio will fall beneath the debt-burden threshold after Enhanced HIPC
assistance and MDRI debt relief (Table 15 and Figw 3).

. After Enhanced HIPC relief alone, the NPV of desekport ratio for The Gambia is
projected to remain above the 150 percent threshtiltbugh it falls steadily beneath
the threshold by 2026. However, following MDRI eflat completion point, the NPV

2" World Bank, “The Gambia, From Entrepot to Expogad Eco-tourism,” Diagnostic Trade Integrationd§tu
(DTIS), July 2007.
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of debt-to-exports ratio drops to 113 percent at2007. After increasing to over 150
percent through 2012 associated with planned ppveducing new borrowing, it falls
to 106 percent by the end of the projection pedDRI relief also significantly
reduces the NPV of debt-to-GDP and debt-to-reveaties.

. After both Enhanced HIPC and MDRI relief, the NPAMlebt-to-GDP ratio falls from
84 percent at end-2006 to 26 percent at end-2008Tsaaxpected to remain beneath 30
percent over the projection period.

. Finally, the NPV of debt-to-revenue ratio would litlee from 397 percent in 2006 to
121 percent in 2007, and after increasing to 148qme in 2012, falls steadily to 110
percent in 2026.

80. The updated LIC DSA indicates that The Gambia’s NP\Vof debt-to-exports

ratio will remain above the debt burden threshold br a protracted period even after
receiving HIPC and MDRI relief (Appendix I). After the full delivery of HIPC and MDRI
assistance, the NPV-of-external-debt to expororagiclines significantly but remains above
the LIC DSA'’s policy-dependent external debt-burtimeshold of 100 percerit.
Furthermore, this ratio stays above the threshmic forotracted period, indicated that the
risk of debt distress is high. At 30 percent of GDfe large domestic debt stock further
supports the assessment that the risk of debedsstemains high.

81. External debt service ratios will decline to comforable levels in line with a
significant reduction of the NPV of debt stock aftethe completion point. The debt
service-to-exports ratio after the HIPC and addaidilateral assistance is expected to
average 13 percent in 2007-2016 and to declinbdutb approximately 11 percent on
average in 2017-26 (Table 15 and Figure 5). Aft&R\Y debt service—to-exports are
projected to average 9 percent over 2007-2016 bodt& .5 percent for the rest of the
projection period.

F. SENSITIVITY ANALYSIS AND LONG-TERM DEBT SUSTAINABILITY

82. The Gambia’s debt sustainability outlook hinges orsustained growth in the
export sector (mainly tourism) and prudent debt mamgement.In the event of large

% The debt distress thresholds for the HIPC andD82\s differ as the latter are based on policy penémnce.
The respective DSAs are based on consistent umaigrgsumptions regarding the baseline macroecanomi
scenario and debt data. The baseline macroecorsm@i@rios, including assumptions on new borrowang,
generally identical. Debt ratios and debt serpicgections will, however, differ between the HiRaed LIC
DSA given the different exchange rates and discoates used. The LIC uses the same-year expdrile w
HIPC DSA uses a three-year backward average. TBeDISA uses a fixed 5 percent discount rate, whige t
HIPC DSA uses currency-specific discount ratesalijinthe LIC DSA debt service projections use WEO
exchange rates, while the HIPC DSA uses fixed exgbaates (end-2006). The results of the LIC DSA ar
presented in Appendix I.
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shocks to exports and shortfall in grant financingjcators of the stock of debt are expected
to exceed HIPC thresholds through much of the ptije period. Sensitivity analysis thus
underscores the importance of pursuing export difieation and prudent borrowing

policies, including borrowing only on highly consemal terms, to avoid potential risks for
debt sustainability.

Scenario 1: Lower export growth

83. The main assumptions in scenario 1 comprise a redtion in exports of goods
and service volumes relative to the baseline scemarIn this scenario, real exports are
projected to grow at 4 percent instead of 6 peretite baseline. Underlying this
assumption is a combination of: (i) a failure of tourist sector to sustain investment and
growth; (ii) slower expansion and diversificatiohagricultural exports; and (iii) a failure to
maintain competitiveness in re-export trade, pestaping to the adverse impact of the
Economic Partnership Agreement (EPA) under negotiatith the EU. Associated with
poorer export performance is a reduction in ecooayrowth and government revenues.

84. The Gambia’s external debt indicators could detericate considerably over the

medium term if such adverse external developments aterialize. A reduction in export

growth would increase the NPV of debt-to-exporterd DRI to above 170 percent from
2012, where it remains through most of the propecperiod (Figure 4). The debt service
ratio also increases to about 10-11 percent of exbefore falling over the medium-term
(Table 16 and Figure 5).

Scenario 2: Less concessionality on external finaimg

85. The second scenario demonstrates the importance loérrowing on highly
concessional terms to ensure debt sustainabilitfhis scenario assumes that new
borrowing has a grant element of only 25 percethierathan 45 percent in the baseline.
However, such a scenario could equally reflectnaneiase in new borrowing, even if on
highly concessional terms, to fill the gap if diskements of external grants fall short of
projections.

86. Aless favorable grant element of new loans has sstlantial negative impacts on
external debt sustainability (Table 16, Figures 4 and S)his shock would increase the debt
stock by approximately US$286 million in NPV terims2025 compared with the baseline,
and the NPV of debt-to-export ratio would increbge33 percentage points by 2012
compared with the baseline, to reach 190 perceexpdrts. Though it trends downward,
NPV of debt-to-exports will remain high over thejection period at 160 percent, above the
post-MDRI baseline debt-to-exports ratio in 200@riBwing on highly concessional terms
or grant financing close to the baseline projediare necessary to ensure the authorities
achieve their poverty reduction efforts withouureing to a state of debt distress.



34

V. CONCLUSIONS

87.  The staffs of IDA and the IMF consider that The Ganbia’s performance on the
conditions established in 2000 for reaching the cgntetion point under the Enhanced
HIPC Initiative has been broadly satisfactory.

88. The staffs are of the view that nine out of the elen completion point triggers
have been fully implemented, while two have been pally implemented. The poverty
reduction strategy presents a broad reform agerggaped through an extensive
participatory process, and its progress has bearitoned through annual progress reports.
After an initial period of uneven performance, nme@onomic performance has been
restored and maintained under a PRGF-supportedgrod he country has established
mechanisms to ensure efficient and transparendfuldéPC debt relief. Poverty-related
expenditures are explicitly identified and monitbtarough the budget process, and public
financial management systems have been strength&nmadge of education and health
measures specified at the decision point were ssbtdéy implemented. A multisectoral
regulatory agency for the electricity, water anddemmunication sectors has been
established and is operational.

89. Implementation of two triggers is partial and ongong. The share of births
attended by a person trained in antenatal carsigasgicantly increased, although not to the
level envisioned in the decision point. The taggEtcentages are unrealistic due to the long
delays in reaching the completion point, resultmg situation where the indicator would
have had to increase continuously for an unreasgpiaig period to levels above those for
comparable Sub-Saharan African countries. The Gorent continues to implement
programs to increase the supply of antenatal Gaxeces and improve maternal health. With
respect to groundnut processing plants, an egidreernment effort to privatize them was
unsuccessful. In response, the Government hasediapector reform strategy to revitalize
the sector and attract international investorss Bhiategy will fully liberalize the sector and
privatize the management of the groundnut planitgeristhe progress made to date, the staffs
recommend that waivers be granted for non-obseevahthese two triggers.

90. The Gambia’s debt situation will improve significartly after it receives

Enhanced HIPC assistance and MDRI debt relief, buthe country will be at a high risk

of debt distress according to the LIC DSAAssurances have been obtained regarding
participation in the Enhanced HIPC Initiative frameditors representing 80.7 percent of the
relief to be provided. After full delivery of astasice of the Enhanced HIPC Initiative and
additional debt relief from some Paris Club creditand MDRI, the NPV of debt-to-exports
ratio would be reduced from 236 percent to 113g@rm 2007, and it is expected to remain
below the HIPC debt distress threshold of 150 perfm most of the projection period. The
NPV of debt-to-GDP ratio and the debt service iathics all fall below the debt distress
thresholds immediately after receiving the deliefeHowever, the LIC DSA indicates that
the NPV of debt-to-exports ratio will remain abdfie policy-based debt distress threshold
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of 100 percent for a protracted period. Furthermseasitivity analysis indicates that the
country’s external debt sustainability would begaalized by adverse shocks to export
performance and increased external financing anhdescessional terms.

91. The staffs are of the view that The Gambia does noheet the requirements for
exceptional topping-up, even though the country wilbe at a high risk of debt distress
after HIPC and MDRI relief. It is the judgment of the staffs that the detetion in the
country’s debt burden indicators during the intepemiod cannot be explained primarily by
exogenous factors, and therefore it does not rheatetguirements for exceptional topping-
up approved by the IDA and IMF Boards. Given tihat ¢ountry will remain at high risk of
debt distress, it will be critical that it implememmeasures to continue to strengthen debt
sustainability.

92. The Government has initiated plans to strengthen d® sustainability. The second
PRSP outlines a national development strategyhiaéncourage continued economic
growth, particularly exports of goods and serviedgsich will strengthen the country’s
capacity to service its debt. A recently complddeaignostic Trade Integration Study (July
2007) identifies key success factors for expanexyprts. The PRSP prioritizes prudent
fiscal and debt management policies. The minimuamigelement on new external
borrowing has been raised to 45 percent. The Gavemhplans on limiting the volume of
new concessional borrowing for the foreseeableréuti will further prioritize PRSP
initiatives in line with available funding. The Gemment has committed to developing a
comprehensive debt management strategy (DMS)elis danagement capacity was
assessed by IDA in March 2007 through applicatioth® Debt Management Performance
Assessment (DeMPA) tool. This assessment providesia for the refinement and
finalization of the debt management strategy.

93. Inlight of the above, the staffs of IDA and the IM- recommend that the
Executive Directors determine that The Gambia has@ached the completion point
under the Enhanced HIPC Initiative.

V. ISSUES FORDISCUSSION

94.  Executive Directors may wish to focus on the follegvissues and questions:

. Completion point: Do Directors agree that The Gambia has fully nie¢ out of
eleven floating triggers and partially implemengtbther two triggers for reaching the
completion point under the Enhanced HIPC Initigtaved that the waivers
recommended by the staffs are warranted?
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Data correction: Do Directors agree with staffs’ recommendaticssdxl on the paper
on information reporting approved by the IMF anchB&8oards in March 2002 that

the downward revision in the stock of debt in NRRYhis does not warrant a revision in
the amount of HIPC Initiative assistance?

MDRI : Do IMF Directors agree that The Gambia qualifmsan amount of debt relief
by the Fund equal to SDR 9.4 million, of which SR million would be financed
from the MDRI-I Trust and the rest from The GambiBlIPC Umbrella sub-account?

Creditor participation : Do Directors agree that sufficient assuranceg lieen given
by The Gambia’s creditors to commit HIPC assistancehe Gambia on an irrevocable
basis?

Topping-Up: Do the Directors agree with the staffs’ assesshettThe Gambia does
not meet the requirements for exceptional toppipgthe completion point?

Debt Sustainability: Do Directors agree with the staffs’ assessmeatt The Gambia
will remain at a high risk of debt distress aftalt telivery of HIPC and MDRI
assistance? Do Directors share the staffs’ assessagarding possible risks that may
emerge if the authorities do not actively pursukcpes that encourage continued
growth and prudent fiscal and debt managementipsfc

Comparable treatment Do Directors agree that The Gambia should coetiouseek
debt relief from its non-Paris Club creditors witlihe framework of the HIPC
Initiative and that the staffs should continue tomtor the delivery of debt relief from
all creditors?

2 “Information Reporting in the Context of HIPC liaitive Assistance”, approved by the Executive Bearfl
the IMF (EBS/02/36) and IDA (IDA/SecM2002-0131), Mh 4, 2002
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Table 9. The Gambia: Discount Rate and Exchange Rsgumptions 1/

1999

Discount Rates 1/ 2/
(In percent per annum)

Exchange Rates 2/
(Currency per U.S. dollar)

Discount Rat2s
péncent per annum)

Exchange Rates 2/
(Currency per U.S. dollar)

Currency

AfDF/AfDB Unit of account
Austrian Schilling
Belgian Franc
Canadian Dollar
Chinese Yuan

Danish Kroner
Deutsche Mark
Domestic Currency: Dalasi
Euro

Finnish Markaa

French Franc

Great Britain Sterling
Irish Punt

Italian Lira

Japanese Yen

Kuwaiti Dinar

Libyan Dinar
Luxembourg Franc
Netherland Guilders
Norwegian Kroner
Portuguese Escudo
Saudi Arabia Ryal
Spanish Peseta
Special Drawing Rights
Swedish Kroner

Swiss Franc

United Arab Emirates Dirhams

United States Dollar

Memorandum Item:

Paris Club cut-off date: July 1 1986

5.59
5.47
5.47
6.67
5.59
5.32
5.47

5.59
5.47
5.47
5.47
6.70
5.47
5.47
1.98
5.59
5.59
5.47
5.47
6.64
5.47
5.59
5.47

5.59
5.80
4.27

5.59

7.04

0.73
13.70
40.16

1.44
8.28
7.40
1.95
13.00
1.00
5.92
6.53
0.62
0.78
1927.40
102.20
0.30
0.46
40.16
219
8.04
199.56
3.75
165.62
0.73
8.53
1.60
3.67
1.00

5.13
4.80
4.80
5.22
5.13
4.81
4.80

513
4.80
4.80
4.80
5.68
4.80

4.80
2.57
5.13
5.13
4.80
4.80
5.05
4.80
5.13
4.80

5.13
4.73
3.51

5.13
5.89

0.66
10.45
30.63

117
7.81
5.66
1.49
28.05
0.76
451
4.98
0.51
0.60
1470.21
118.95
0.29
1.28
30.63
1.67
6.26
152.23
3.75
126.34
0.66
6.86
1.22
3.67
1.00

Sources: OECD and IMF, International Financial iStias.

1/ The discount rates used are the average conahinteirest reference rates (CIRRs) for the resgecurrencies over the six-month period endinBétember 2006 for the
completion point and in December 1999 for the degipoint.
2/ For all Euro area currencies, the Euro CIRRsedu For the Kuwaiti Dinar, the US dollar CIRRugd for completion point calculations (compareth&decision point
calculations, when the SDR CIRR was used), in ataore to the explicit peg of the Dinar to the U8addn the beginning of 2003. For all other curcis for which the

CIRRs are not available, the SDR discount is useal proxy.
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Table 10. The Gambia: Nominal and Net Present Vafugxternal Debt Outstanding as of End-Decemb&918

Nominal debt NPV of debt NPV of debt
before rescheduling 2/ before rescheduling 2/ aétschieduling 3/
From decision poil Revisec  From decision poit Revise( From decision poil Revise(

(In millions of U.S. dollars)

Total 452.€ 4445 258.( 251.1 244.¢ 240.%
Multilateral institutions 356.2 355.€ 180.¢ 180.2 180.¢ 180.:
African Development Bank Gro
African Development Bar 4t 21 4.3 2.1 4.3 21
African Development Fur 117.¢ 117.2 53.€ 52.¢ 53.€ 52.¢
Nigerian Trust Fund 0.3 2.7 0.3 2.4 0.3 2.4
International Development Association (IC 172.% 1723 81.¢ 81.¢ 81.¢ 81.¢
IMF 11.3 11.3 8.3 8.3 8.3 8.3
BADEA 3.€ 3.8 3.C 3.2 3.0 3.2
Economic Community of West African Ste 0.6 0.8 0.8 0.8 0.8 0.8
European Union/Commision 8.7 8.7 6.7 6.€ 6.7 6.8
International Fund for Agricultural Developm 18.C 18.C 9.2 9.2 9.2 9.2
Islamic Development Bai 14.7 14.5 9.9 9.7 9.9 9.7
OPEC Fund for International Developm 3.7 3.7 2.8 2.¢ 2.9 2.8
Official bilateral 5/ 96.4 89.2 772 70.€ 64.C 60.4
Paris Club 27.5 29.€ 23.7 25.2 17.€ 19.5
Post-cutoff date 17.8 16.6 14.2 12.9 14.2 12.9
of which: ODA - 4.4 - 3.7 - 3.7
Pre-cutoff date 9.7 13.3 9.5 12.4 34 6.6
of which: ODA 1.3 25 1.0 1.7 0.6 1.0
Austria 10.9 10.8 7.9 7.9 7.9 7.9
France 6.9 5.7 5.9 4.7 55 4.3
Netherlands 13 13 1.4 13 1.4 13
Norway 8.3 10.8 8.4 10.7 2.8 5.6
EU-IDA administered loans 4/ - 1.2 - 0.6 - 0.3
Non-Paris Club official bilateral 68.9 59.3 53.5 45.5 46.4 40.9
Post-cutoff date 56.1 50.7 43.1 38.2 431 38.2
of which: ODA 52.1 50.7 40.1 38.2 40.1 38.2
Pre-cutoff date 12.8 8.6 10.4 7.3 3.4 2.7
of which: ODA 12.8 8.6 10.4 7.3 34 2.7
Saudi Fund for Development 4.7 4.7 3.2 3.1 2.4 2.4
Kuwait Fund for Economic Development 6.9 6.9 5.8 5.3 4.3 3.6
Taiwan Export Import Bank 35.0 30.0 28.4 24.0 28.4 24.0
Libya 45 45 3.2 2.8 3.2 2.8
China 17.7 13.1 13.0 10.3 8.3 8.2

Sources: The Gambian authorities; and Bank-Furftiestimates.

1/ Public and publicly guaranteed debt only.

2/ Before full use of traditional debt relief meofems.

3/ Assumes a stock-of-debt operation on Naplesst€fm percent NPV reduction) and at least comparattion by other
official bilateral and commercial creditors.

4/ EU loans administered by IDA amounting to US$@iBion in NPV terms were reclassified as offickilateral claims.
5/ Data revision are due to better data availabilit
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Table 11. The Gambia: Estimated Assistance atdi@tiPoint 1/
(In millions of U.S. dollars in NPV terms at end9B9 unless otherwise indicated)

Total Assistance under the NPV of debt-to-exports

criteria .
Common Reduction
. Factor at the Decision
NPV of debt-to- Bilateral and Point 3/
exports-target Total commercial Multilateral
(in percent) (In millions of U.S. dollars) (In percent)

Assistance at decision point 150.0 66.6 17.4 49.2 27.2
Assistance at decision point (revised) 150.0 61.7 15.5 46.2 25.6
Memorandum items:
NPV of debt 2/ 244.9 64.0 180.8
NPV of debt (revised) 2/ 4/ 240.7 60.4 180.3
3-year average of exports 118.8
3-year average of exports (revised) 119.4
NPV of debt-to-exports 5/ 206.1
NPV of debt-to-exports (revised) 5/ 201.7

Sources: The Gambian authorities and staff estsratd projections.

1/ The proportional burden sharing approach isriteesd in "HIPC Initiative--Estimated Costs and BemdSharing
Approaches" (EBS/97/127, 7/7/97 and IDA/SEC M 9B,30/7/97).

2/ Applies a hypothetical stock-of-debt operationNaples terms and appropriate comparable treatoyeother
official bilateral creditors at end-December 1999.

3/ Each multilateral's NPV reduction at the decigioint in percent of its exposure at the decigioimt.

4/ Based on latest data available at the decisiamt pfter full application of traditional debt ief mechanisms.
5/ Uses a three-year average of exports of goodisianfactor services centered on previous year.
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Table 12. The Gambia: External Public and Publ&haranteed Debt at End-December 2006 1/

(In millions of U.S. dollars)

Legal Situation . NPV of Debt 3
Nominal Deb NPV of Deb After Enhance After Additiona
HIPC Bilateral Assistanc
Total 676.7 427.1 333.9 333.9
Multilateral 566.2 333« 286.7 286.7
African Development Bar 0.0 0.0 0.C 0.0
African Development Fur 1745 97.C 84.C 84.C
BADEA 26.C 19.1 17.¢ 17.¢
Economic Community of West African St 0.0 0.0 0.Cc 0.0
European Union/Commissi 4.8 4.0 3.4 34
IDA 263.¢ 145.2 125.1 125.]
IMF 17.€ 15.€ 13.2 13.8
International Fund for Agricultural Developm 29.C 16.7 12.€ 12.¢
Islamic Development Bal 32.€ 21.4 17.2 17.2
Nigerian Trust Fun 2.8 2.2 2.2 2.2
OPEC Fun 15.2 12.C 10.¢ 10.¢
Bilateral and commercial 110.6 93.7 47.1 47.1
Paris Club 15.6 13.1 1.1 4/5/ 1.1
Austria 9.7 8.0 - R
France 3.3 2.8 - _
Norway 15 15 - -
EU-IDA 11 0.7 - R
Non Paris Club official creditors 95.0 80.6 46.1 46.1
Saudi Fund for Development 49 3.2 11 11
Kuwait Fund for Economic Development 229 17.4 12.0 12.0
Taiwan Province of China 49.4 43.6 30.3 30.3
Libya 1.9 1.6 0.4 0.4
China 13.9 135 1.0 1.0
India 2.0 1.3 1.3 1.3

Sources: The Gambian authorities; and Bank-Furftlegamates

1/ Figures are based on data as of end-:

2/ Reflects the external debt situation as of ed@62 including Cologne flow and additional assiseabeyond HIPC for some creditors where applici
3/ Assumes full delivery of HIPC assistance asnaf-2006

4/ Paris Club creditors deliver their share of stasice as a group. Actual delivery modalitiesdafened on a case-by-case b

5/ Shows the amount of amortization and interegin@ant falling due before end-2007. Paris Club etgrkto deliver their share of HIPC Initiative
assistance through a stock-of-debt reduction uGdésgne terms, leading to the cancellation obatstanding obligations.



Table 13. The Gambia: Net Present Value of ExteDmeddt 1/

(In millions of U.S. dollars, unless otherwise icatied)

Actuals Projectior Average
200¢ 2007 200¢ 200¢ 201C 2011 201z 201z 201¢ 201t 201¢ 2021 202€ 2006-1¢ 2017-2¢
| After traditional debt-relief mechanisms 2/

1. NPV of total debt (2+! 4227 439.¢ 463.2 490.¢ 514.7 533.% 546.1 556.¢ 565.2 572.1 583.1 641.% 710.€ 517.1 650.1

2. NPV of outstanding debt (3+ 4227 4115 399.C 385.t 371. 358.2 344.¢ 331.2 317.2 302.¢ 290.¢ 222.1 155.€ 357.¢ 216.€

3. Official bilateral and commerc 89.2 83.7 78.C 722 66.4 60.¢ 3 49.7 44.1 38.2 344 16.2 12.2 61.1 18.4
Paris Clul 11.4 10.€ 10.1 9.4 8.8 8.1 6.€ 5.¢ 5.1 4.3 1€ 15 8.C 2.C
Other official bilateral and commerc 77.€ 73.C 67.¢ 62.€ 57.€ 52.¢ 43.1 38.2 33.2 30.1 143 10.7 53.1 16.4

4. Multilatera 333.¢ 328.C 321.C 313. 304.¢ 297.% 281.t 273.2 264.€ 256.¢ 205.¢ 1434 296.€ 198.2
IDA 145.2 145.¢ 146.% 145.€ 144.4 142.¢ 1372 134.1 130.¢ 127t 104.% 71.2 140.C 100.C
IMF 15.¢ 12.4 7.8 4.3 1€ 0.8 0.c 0.c 0.C 0.C 0.C 0.c 3. 0.c
AfDB Group 99.2 99.2 99.t 99.8 98.¢ 98.2 95.¢ 94t 92.7 90.¢ 78.¢ 62.2 96.¢ 76.€
Other: 73.2 70.4 67.2 63.¢ 60.C 55.¢ 52.2 48.2 44.€ 41.C 38.C 222 10.1 55.¢ 21.7

II. After enhanced HIPC assistanc

1. NPV of total debt (2+£ 426.¢ 347.¢ 380.t 417.¢ 451.% 479.5 502.% 521.C 535.¢ 549.¢ 563.t 633.2 705.2 470.5 641.C
NPV of total debt after full delivery 333.¢ 347.¢ 380.t 417.¢ 451.% 479.5 502.% 521.C 535.¢ 549.¢ 563.t 633.2 705.2 462.1 641.C
Multilateral 286.7 279.¢ 279.2 278.1 276.¢ 276.C 275.8 273.2 269.C 264.£ 257.¢ 210.¢ 149.7 274.% 203.1
Bilateral 47.1 39.7 37.1 34.4 31t 28.4 25.2 22.1 18.¢ 15.€ 13. 3.2 0.5 28.t 4.4

2. NPV of outstanding debt (3+ 426.¢ 319.7 316.5 312« 307.¢ 304.¢ 300.¢ 295.% 287.¢ 280.C 271.8 214.C 150.2 311.2 207.¢

3. Official bilateral and commercial 93. 39.7 37.1 84. 315 28.4 253 221 18.9 15.6 135 3.2 0.5 327
Paris Clul 12.¢ 0.C 0.c 0.c 0.C 0.C 0.C 0.c 0.c 0.C 0.C 0.C 0.c 1.2 0.c
Other official bilateral and commerc 80.€ 39.7 37.1 34.4 31t 28.¢ 25.2 221 18.¢ 15.€ 13t 3.2 0.5 31t 4.4

4. Multilatera 333.¢ 279.¢ 279.2 278.1 276.¢ 276.C 275.8 273.2 269.C 264.£ 257.¢ 210.¢ 149.7 278.t 203.1
IDA 145.2 1245 126.¢ 128.1 129.2 129.¢ 130.( 130.1 130.1 130.2 127t 104.% 71.2 130.2 100.C
IMF 15.¢ 10.2 7.C 4.3 1€ 0.8 0.C 0.c 0.c 0.C 0.C 0.C 0.c 3.€ 0.c
AfDB Group 99.2 85.7 87.7 89.¢ 91.7 93.€ 95.t 95.¢ 94.t 92.7 90.¢ 78.¢ 62.2 92.t 76.€
Other 73.2 59.4 57.€ 55.¢ 53.¢ 51.¢ 50.C 47.2 44.4 41.€ 39.¢ 27.2 16.2 52.2 26.5

111. After bilateral debt relief beyond HIPC assistance 4

1. NPV of total debt (2+& 426.¢ 347.¢ 380.t 417.¢ 451.% 479.% 502.% 521.C 535.¢ 549.¢ 563.t 633.2 705.2 470.5 641.C
NPV of total debt after full delivery 333.¢ 347.¢ 380.t 417.¢ 451.% 479.% 502.% 521.C 535.¢ 549.¢ 563.t 633.2 705.2 462.1 641.C
Multilateral 286.7 279.¢ 279.2 278.1 276.¢ 276.C 275.8 273.2 269.C 264.£ 257.¢ 210.¢ 149.7 274.% 203.1
Bilateral 47.1 39.7 37.1 34.4 31t 28.4 25.2 22.1 18.¢ 15.€ 13. 3.2 0.5 28.t 4.4

2. NPV of outstanding debt (3+ 426.¢ 319.7 316.5 3124 307.¢ 304.¢ 300.¢ 295.% 287.¢ 280.C 271.8 214.C 150.2 311.2 207.¢

3. Official bilateral and commerc 93.t 39.7 37.1 34.4 31t 28.4 25.2 22.1 18.¢ 15.€ 13. 3.2 0.5 32.7 4.4
Paris Clul 12.¢ 0.C 0.c 0.c 0.C 0.C 0.C 0.c 0.c 0.C 0.C 0.C 0.c 1.2 0.c
Other official bilateral and commerc 80.€ 39.7 37.1 34.4 31t 28.¢ 25.2 221 18.¢ 15.€ 13t 3.2 0.5 31t 4.4

4. Multilatera 333.¢ 279.¢ 279.2 278.1 276.¢ 276.C 275.8 273.2 269.C 264.L 257.¢ 210.¢ 149.% 278.t 203.1

IV. After MDRI assistance and bilateral debt reliefbeyond HIPC 4,

1. NPV of total debt (2+& 426.¢ 165.% 195.% 233.1 267.C 293.¢ 315.t 333.7 350.( 365.7 384.C 486.€ 601.¢ 302.¢ 500.C
NPV of total debt after full delivery 154.2 165.% 195.% 233.1 267.C 293.¢ 315.t 333.7 350.C 365.7 384.C 486.€ 601.¢ 278.C 500.C
Multilateral 107.C 97.¢ 94t 93.4 92.2 90.¢ 88.7 85.¢ 83.2 80.4 78.2 64.2 46.4 90.2 62.1
Bilateral 47.1 39.7 37.1 34.4 31t 28.4 25.2 22.1 18.¢ 15.€ 13.£ 3.2 0.5 28.t 4.4

2. NPV of outstanding debt (3+ 426.¢ 137.¢ 131.f 127.¢ 123.€ 118.¢ 114.( 108.( 102.C 96.C 91.¢ 67.4 46.€ 143t 66.4

3. Official bilateral and commerc 93.t 39.7 37.1 344 31.t 28.¢ 25.¢ 221 18.¢ 15.€ 13t 3.2 0.5 321 4.4

4. Multilatera 333.¢ 97.¢ 94t 93.4 92.2 90.¢ 88.7 85.¢ 83.2 80.4 78.2 64.2 46.4 110.5 62.1
IDA 145.2 25.2 26.C 26.€ 27.2 27.€ 27.€ 27.7 27.¢ 27.¢ 27.¢ 26.7 21t 37.¢ 25.€
IMF 15.¢ 2.t 0.c 0.c 0.C 0.C 0.C 0.c 0.c 0.C 0.C 0.C 0.c 1.7 0.c
AfDB Group 99.2 10.€ 10.¢ 11.C 111 111 111 11.C 11.C 11.¢ 11.C 10.2 8.€ 19.C 10.C
Other: 73.2 59.¢ 57.€ 55.¢ 53.¢ 51.¢ 50.C 47.2 44.4 41.€ 39.¢ 27.2 16.2 52.2 26.5

Memorandum items:

5. NPV of new borrowin 27.1 64.2 105.2 143.¢ 175.1 201.t 225.€ 247.¢ 269.¢ 292.2 419.2 555.C 175.% 433.t
Official bilatera 7.8 184 30.t 42.2 52.t 61.& 71.2 80.¢ 91.2 101.¢ 150.¢ 198.€ B5.¢ 155.€
Multilateral 20.C 45.¢€ 74.¢ 101.2 122.¢ 139.7 154.¢ 167.C 178.5 190.¢ 268.% 356.4 119.f 278.C

Sources: The Gambian authorities; and Bank-Furftlestéimates and projectiol
1/ Refers to public and publicly guaranteed extedeat only and is discounted on the basis of theeage commercial interest reference rate forekpactive currency, derived over the six-monthagokepirior to the latest date

which actual data are available (December 2!

2/ Assumes a stock-of-debt operation on Napless€6m percent NPV reduction) as of end-2006, areaat comparable action by other official bilatenad commercial creditors.
3/ NPV of total debt assuming the entire HIPC #titie assistance is fully delivered as of end-2

4/ Includes additional debt relief provided on &mtary basis by the Paris Club and some commecogalitors beyond the requirements of the enhahite@ framework

4.4
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Table 14. The Gambia: External Debt Service Afigl Fnplementation of Debt-Relief Mechanisms

(In millions of U.S. dollars)

Annual Averages

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2023 2027 7-180 2017-27

1. Total debt service 32.8 33.9 34.6 35.3 34.0 36.4 38.4 41.3 43.3 42,5 50.1 57.0 3 37. 497
After traditional debt-relief mechanisms 1/ 324 335 33.6 33.6 31.7 314 30.5 30.3 30.0 26.9 23.0 20.2 314 241
Multilateral 22.2 235 23.8 24.1 229 22.8 22.2 223 22.2 21.3 21.7 19.8 722 214

IDA 6.9 7.1 8.3 8.8 9.5 9.8 10.0 10.2 10.2 10.1 115 11.0 9.1 11.1
IMF 4.2 5.1 4.0 3.0 0.9 0.9 0.0 0.0 0.0 0.0 0.0 0.0 1.8 0.0
African Development Bank Group 43 4.3 4.4 51 52 5.4 5.6 5.8 6.0 5.9 6.6 6.4 5.2 6.4
Others 6.7 7.0 7.0 7.3 7.4 6.8 6.7 6.3 6.0 5.2 3.6 24 6.6 3.9
Official bilateral 10.2 10.0 9.8 9.5 8.8 8.6 8.3 8.0 7.8 5.6 1.3 0.4 8.7 2.7
Paris Club 1.2 1.2 1.2 11 11 11 11 11 11 1.0 0.1 0.1 11 0.4
Other official bilateral and commercial 9.0 8.8 8.7 8.4 7.7 7.5 7.2 7.0 6.8 4.6 1.2 0.3 7.6 23

II. Total debt service 31.9 20.2 21.0 22.2 21.4 24.0 28.6 334 35.6 38.3 49.4 57.4 6 27. 483
After enhanced HIPC assistance 314 19.7 19.9 20.5 19.1 9.a 20.6 22.3 22.3 22.7 22.3 205 21.8 22.7
Multilateral 211 14.7 15.0 15.5 14.1 14.2 16.0 17.8 17.9 19.7 21.5 204 6 16. 21.2

IDA 6.9 4.2 53 55 6.1 6.5 6.6 6.7 6.7 9.4 11.5 11.0 6.4 111
IMF 3.9 3.7 3.0 3.0 0.9 0.9 0.0 0.0 0.0 0.0 0.0 0.0 15 0.0
African Development Bank Group 4.3 1.8 1.8 21 21 2.3 3.8 5.8 6.0 5.9 6.6 6.4 3.6 6.4
Others 6.1 5.0 4.9 5.0 5.0 4.6 5.6 5.4 5.2 4.4 3.4 3.0 5.1 3.8
Official bilateral 10.3 5.0 4.9 4.9 4.9 4.8 4.7 4.5 4.4 3.0 0.7 0.1 5.1 15
Paris Club 11 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0
Other official bilateral and commercial 9.1 5.0 4.9 4.9 4.9 4.8 4.7 4.5 4.4 3.0 0.7 0.1 5.0 15

IIl. Total debt service 31.9 20.2 21.0 222 214 24.0 28.6 33.4 35.6 38.3 49.4 57.4 6 27. 483
After bilateral debt relief beyond HIPC 2/ 31.4 19.7 99 20.5 19.1 19.0 20.6 223 223 22.7 223 20.5 21.8 22.7
Multilateral 21.1 14.7 15.0 155 141 14.2 16.0 17.8 17.9 19.7 215 20.4 6 16. 21.2
Official bilateral 10.3 5.0 4.9 4.9 4.9 4.8 4.7 4.5 4.4 3.0 0.7 0.1 51 15

Paris Club 11 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0
Other official bilateral and commercial 9.1 5.0 4.9 4.9 4.9 4.8 4.7 4.5 4.4 3.0 0.7 0.1 5.0 15

IV. Total debt service 30.5 11.3 119 12.7 13.8 16.2 20.0 22.7 24.8 24.8 34.3 43.0 9 18. 335
After MDRI and bilateral debt relief beyond HIPC 2/ 30.1 10.8 10.9 11.0 115 11.2 12.0 11.7 11.4 9.2 7.2 6.1 13.0 9 7.
Multilateral 19.8 5.8 6.0 6.1 6.5 6.4 7.4 7.2 7.0 6.3 6.5 6.0 7.8 6.4

IDA 6.9 0.5 0.7 0.7 11 1.4 1.3 1.3 1.4 1.4 23 23 1.7 2.0
IMF 25 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.3 0.0
African Development Bank Group 4.3 0.3 0.3 0.4 0.5 0.4 0.5 0.5 0.5 0.5 0.8 0.7 0.8 0.6
Others 6.1 5.0 4.9 5.0 5.0 4.6 5.6 5.4 5.2 4.4 3.4 3.0 5.1 3.8
Official bilateral 10.3 5.0 49 49 4.9 48 4.7 45 44 3.0 0.7 0.1 5.1 15
Paris Club 11 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0
Other official bilateral and commercial 9.1 5.0 4.9 4.9 4.9 4.8 4.7 4.5 4.4 3.0 0.7 0.1 5.0 15

Memorandum items:

Debt service of new debt 0.5 0.5 1.0 1.7 23 5.0 7.9 11.0 13.3 15.6 27.1 36.8 5.9 25.6
Multilateral 0.3 0.3 0.7 1.2 1.6 4.1 6.9 9.8 12.0 134 18.1 24.1 25.1 17.4
Official bilateral 0.1 0.1 0.3 0.5 0.7 0.9 1.0 1.2 1.3 2.2 9.1 12.7 13.1 8.2

Nominal HIPC relief
Under the enhanced HIPC initiative 1.0 13.7 13.6 13.1 612 12.4 9.9 8.0 7.7 4.2 0.8 -0.4 9.6 1.4

Sources: The Gambian authorities; and Bank-Furftlegimates and projections.

1/ Assumes a stock-of-debt operation on Naplesst¢fm percent NPV reduction) as of end of 2006, atridast comparable action by other official leitat and commercial creditors.
2/ Includes additional debt relief provided on duntary basis by the Paris Club and some commecrngglitors beyond the requirements of the enhahite@ framework.
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Table 15. The Gambia: External Debt Indicators 1/

(In percent, unless otherwise indicated)

Actuals Projections Averages
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 1 202 2026 2007-2016 2017-2026
After traditional debt relief mechanisms 2/
NPV of debt-to-GDP ratio 834 67.8 58.4 57.0 55.4 53.1 50.6 48.7 46.2 43.8 41.8 39.8 0 33. 262 52.3 325
NPV of debt-to-exports ratio 3/ 4/ 306.9 299.1 291.7 294.4 289.1 281.1 270.8 258.0 244.0 229.7 18.02 206.6 166.0 125.6 267.6 163.5
NPV of debt-to-revenue ratio 5/ 393.4 321.4 280.9 280.6 275.0 267.6 255.7 245.6 232.9 220.5 09.72 199.5 164.1 129.4 259.0 162.1
Debt service-to-exports ratio 3/ 21.2 20.4 19.4 18.7 16.9 16.9 16.6 16.6 16.2 14.9 14.1 116 1 09 17.8 11.4
Debt service-to-revenue ratio 5/ 24.0 20.6 19.8 18.9 17.1 17.0 16.9 17.0 16.7 15.3 14.6 12.3 2 10 18.3 12.2
After enhanced HIPC assistance
NPV of debt-to-GDP ratio 84.2 53.6 47.9 485 48.6 47.7 46.5 455 43.8 421 40.4 38.7 5 32. 26.0 46.5 32.0
NPV of debt-to-exports ratio 3/ 4/ 310.0 236.4 239.6 250.6 253.5 252.7 249.1 241.4 231.3 2205 10.72 200.8 163.9 124.7 238.6 161.0
NPV of debt-to-exports ratio (existing debt onlyy8/ 310.0 217.6 199.2 187.4 172.9 160.5 149.1 136.8 1243 112.3 01.51 91.0 55.4 26.6 156.2 54.8
NPV of debt-to-exports ratio after full delivery 3/6¥ 2425 236.4 239.6 250.6 253.5 252.7 249.1 241.4 231.3 220.5 10.72 200.8 163.9 124.7 238.6 161.0
NPV of debt-to-revenue ratio 5/ 397.3 254.1 230.7 238.8 241.1 240.6 235.2 229.8 220.8 2116 0272 193.9 162.1 128.5 230.6 159.6
NPV of debt-to-revenue ratio after full delivery i606 5/ 6/ 310.7 254.1 230.7 238.8 241.1 240.6 235.2 229.8 0.822 211.6 202.7 193.9 162.1 128.5 230.6 159.6
Debt service-to-exports ratio 3/ 20.6 12.1 117 11.7 10.6 11.2 12.3 13.4 133 134 13.0 11.2 1 09 13.0 11.0
Debt service-to-revenue ratio 5/ 233 12.2 12.0 11.8 10.7 11.2 12.6 13.7 13.7 13.8 13.5 11.9 110 13.5 11.7
After bilateral debt relief beyond HIPC assistance?/
NPV of debt-to-GDP ratio 84.2 53.6 47.9 485 48.6 47.7 46.5 455 43.8 421 40.4 38.7 532. 26.0 46.5 32.0
NPV of debt-to-exports ratio 3/ 4/ 310.0 236.4 239.6 250.6 253.5 252.7 249.1 241.4 231.3 220.5 10.72 200.8 163.9 124.7 238.6 161.0
NPV of debt-to-exports ratio (existing debt onlyy8/ 310.0 217.6 199.2 187.4 172.9 160.5 149.1 136.8 124.3 112.3 0151 91.0 55.4 26.6 156.2 54.8
NPV of debt-to-exports ratio after full delivery 3/6¥ 2425 236.4 239.6 250.6 253.5 252.7 249.1 241.4 231.3 2205 10.72 200.8 163.9 124.7 238.6 161.0
NPV of debt-to-revenue ratio 5/ 397.3 254.1 230.7 238.8 241.1 240.6 235.2 229.8 220.8 211.6 02.72 193.9 162.1 128.5 230.6 159.6
NPV of debt-to-revenue ratio after full delivery i@ 5/ 6/ 310.7 254.1 230.7 238.8 241.1 240.6 235.2 229.8 0.822 211.6 202.7 193.9 162.1 128.5 230.6 159.6
Debt service-to-exports ratio 3/ 20.6 12.1 11.7 11.7 10.6 11.2 12.3 13.4 13.3 13.4 13.0 11.2 1 9. 13.0 11.0
Debt service-to-revenue ratio 5/ 233 12.2 12.0 11.8 10.7 11.2 12.6 13.7 13.7 13.8 13.5 11.9 110 13.5 11.7
After MDRI and bilateral debt relief beyond HIPC
NPV of debt-to-GDP ratio 84.2 255 24.7 271 28.7 29.2 29.2 29.2 28.6 28.0 275 27.0 025 222 27.8 24.7
NPV of debt-to-exports ratio 3/ 4/ 310.0 112.5 123.3 139.8 150.0 154.9 156.4 154.6 151.1 146.7 43.61 140.2 125.9 106.4 143.3 123.9
NPV of debt-to-exports ratio (existing debt onlyy8/ 310.0 93.6 82.8 76.7 69.4 62.6 56.5 50.0 44.1 385 34.3 30.4 4 17 8.3 60.9 17.6
NPV of debt-to-exports ratio after full delivery 3// 111.9 1125 123.3 139.8 150.0 154.9 156.4 154.6 151.1 146.7 43.61 140.2 125.9 106.4 143.3 123.9
NPV of debt-to-revenue ratio 5/ 397.3 120.9 118.7 133.2 142.7 147.5 147.7 147.2 144.2 140.8 38.11 135.4 1245 109.6 138.1 123.0
NPV of debt-to-revenue ratio after full delivery i606 5/ 6/ 1435 120.9 118.7 133.2 142.7 147.5 147.7 1472 4.214 140.8 138.1 135.4 124.5 109.6 138.1 123.0
Debt service-to-exports ratio 3/ 19.7 6.8 6.7 6.7 6.8 7.5 8.6 9.1 9.3 8.7 8.4 7.6 6.7 9.0 75
Debt service-to-revenue ratio 5/ 22.3 6.8 6.8 6.8 6.9 7.6 8.8 9.4 9.5 8.9 8.7 8.1 75 9.4 8.0
Memorandum items (in millions of U.S. dollars):
NPV of debt after enhanced HIPC assistance 426.8 347.4 380.5 417.8 451.3 479.5 502.3 521.0 535.8 549.8 63.55 577.0 633.2 705.2 474.9 641.0
Of which: existing debt only 426.8 319.7 316.3 312.4 307.9 304.4 300.8 2953 287.8 280.0 71.32 261.4 214.0 150.2 299.6 207.4
Debt service after enhanced HIPC assistance 31.9 20.2 21.0 222 21.4 24.0 28.6 33.4 35.6 383 40.1 46.6 .7 55 27.6 47.4
Debt service beyond HIPC assistance 31.9 20.2 21.0 222 21.4 24.0 28.6 33.4 35.6 38.3 40.1 46.6 .7 55 27.6 47.4
GDP 506.7 648.4 793.8 861.4 929.4 1,005.1 1,079.8 1,144.4 19222 1,306.8 1,396.5 1,492.3 1,946.1 2,712.1 1,038.8 2,048.6
Exports of goods and services 3/ 155.0 154.9 166.5 178.8 188.8 201.6 214.6 231.3 248.9 267.7 85.62 308.8 415.6 610.2 213.9 442.9
Exports of goods and services (three-year mvg. yA3/g4/ 137.7 146.9 158.8 166.7 178.0 189.7 201.7 215.9 @231. 2493 267.4 287.4 386.4 565.6 200.6 411.3
Government Revenue 5/ 107.4 136.7 164.9 175.0 187.1 199.3 213.6 226.7 242.7 259.8 78.02 297.6 390.7 549.0 208.4 412.0

Sources: The Gambian; and Bank-Fund staff estinzatésprojections.

1/ All debt indicators refer to public and publigiyaranteed debt and are defined after rescheduliigss otherwise indicated.

2/ Refers to public and publicly guaranteed extiedet only and assumes a stock-of-debt operatioNaples terms (67 percent NPV reduction) as of é20@5, and at least comparable action by othétiaffbilateral and commercial creditors.

3/ Exports of goods and non-factor services asddfin IMF,Balance of Payments Manugbth edition, 1993.
4/ Based on a three-year average of exports endlitig current year (e.g., export average over 26 for NPV of debt-to-exports ratio in 2006).

5/ Revenue is defined as central government revenwtuding grants.

6/ Assuming full delivery of HIPC assistance asruf-2006.

7/ Includes additional debt relief provided on &mtary basis by the Paris Club and some commetgéalitors beyond the requirements of the enhahide@ framework.
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Table 16. The Gambia: Sensitivity Analysis 1/

(In percent, unless otherwise indicated)

Projections Annual Averages
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2019 1 2022023 2025 2026 2007-2016  2017-2026
Baseline scenario
NPV of debt-to-revenue ratio 2/ 120.9 118.7 133.2 142.7147.5 147.7 147.2 144.2 140.8 138.1 135.4 130.1 1245 119.012.81 109.6 138.1 123.0
NPV of debt-to-exports ratio 3/ 112.5 123.3 139.8 150.0154.9 156.4 154.6 151.1 146.7 143.6 140.2 133.2 125.9 118.610.61 106.4 143.3 123.9
Debt service-to-exports ratio 3/ 19.7 6.8 6.7 6.7 6.8 75 86 9.1 9.3 8.7 8.4 7.9 7.6 71 6.9 6.7 9.0 7.5
Memorandum items (in millions of U.S. dollars):
NPV of debt 165.3 195.7 233.1 267.0 293.9 315.5 333.7 350.0 365.7 384.002.94 4437 486.6 532.6 578.8 601.9 290.4 500.0
Of which: new debt 27.7 64.2 105.3 143.4 175.1 2015 225.6 2479 269.8 292.2 .6315 366.1 419.2 473.0 527.6 555.0 175.3 433.5
Debt service 30.5 113 11.9 12.7 13.8 16.2 20.0 22.7 24.8 24.8 25.9 28.4 7 31. 343 38.9 41.1 18.9 32,5
Of which: new debt 0.5 05 1.0 1.7 23 5.0 7.9 11.0 133 15.6 16.7 19.0 22.8 271 .831 343 5.9 24.5
Exports of goods and services, three-year average 6.914 158.8 166.7 178.0 189.7 201.7 2159 231.6 249.3 267.4 .4287 333.0 386.4 449.1 5235 565.6 200.6 411.3
Exports of goods and services, annual 154.9 166.5 8178.188.8 201.6 2146 231.3 248.9 267.7 285.6 308.8 357.9 415.883.8 564.5 610.2 213.9 442.9
Revenues 136.7 164.9 175.0 187.1 199.3 213.6 226.7 242.7 259.8 278.097.62 341.0 390.7 447.6 512.9 549.0 208.4 412.0
Sensitivity analysis
Alternative scenario | 4/
NPV of debt-to-revenue ratio 2/ 120.9 119.7 135.3 46.0 151.9 153.2 153.7 151.7 149.2 147.3 1455 141.8 137.7 3.513 128.5 125.9 142.9 136.3
NPV of debt-to-exports ratio 3/ 112.5 124.3 143.6 57.9 167.3 173.3 175.6 176.1 175.3 176.0 176.3 176.2 175.2 3.617 170.2 168.0 158.2 173.9
Debt service-to-exports ratio 3/ 19.7 6.9 7.0 7.3 6 7. 86 10.1 10.9 11.3 10.9 10.8 10.7 10.9 10.6 10.9 10.9 10.0 7 10.
Memorandum items (in millions of U.S. dollars):
NPV of debt 165.3 195.7 233.1 267.0 293.9 3155 333.7 350.0 365.7 384.002.94 443.7 486.6 532.6 578.8 601.9 290.4 500.0
Of which: new debt 27.7 64.2 105.3 143.4 175.1 201.5 225.6 247.9 269.8 292.2 .6315 366.1 419.2 473.0 527.6 555.0 175.3 433.5
Debt service 30.5 11.3 11.9 12.7 13.8 16.2 20.0 22.7 248 24.8 25.9 284 7 31. 343 38.9 41.1 18.9 32.5
Of which: new debt 0.5 05 1.0 1.7 23 5.0 7.9 11.0 133 15.6 16.7 19.0 22.8 271 .831 343 5.9 245
Exports of goods and services, three-year average 6.914 157.4 162.4 169.1 175.7 182.1 190.0 198.8 208.6 218.2 .6228 251.8 277.7 306.9 340.0 358.2 180.9 288.2
Exports of goods and services, annual 154.9 162.3  9169.175.0 182.2 189.1 198.7 208.5 218.7 227.4 239.7 264.2 291.822.7 357.9 377.2 188.7 302.8
Revenues 136.7 163.6 172.3 183.0 193.5 206.0 217.0 230.6 2451 260.777.02 312.8 353.3 398.9 450.2 478.2 200.9 369.7
Alternative scenario Il 5/
NPV of debt-to-revenue ratio 2/ 120.9 126.7 149.4 65.% 175.1 178.9 181.9 181.9 181.1 180.8 180.3 178.7 176.1 2.917 168.6 166.1 164.2 174.6
NPV of debt-to-exports ratio 3/ 112.5 1315 156.8 73.9 183.9 189.5 1911 190.6 188.7 188.0 186.7 183.0 178.1 2.317 165.2 161.2 170.6 175.7
Debt service-to-exports ratio 3/ 19.7 6.8 7.1 7.9 6 8. 8.6 9.0 9.8 105 10.5 10.7 11.0 10.9 105 10.4 10.3 9.8 10.7
Memorandum items: (in millions of U.S. dollars):
NPV of debt 165.3 208.9 261.3 309.6 348.9 382.1 4125 441.4 470.4 502.836.65 609.5 688.1 774.0 864.6 911.8 350.3 715.4
Of which: new debt 27.7 77.3 133.6 186.0 230.1 268.1 304.5 339.4 3744 4111 .2449531.9 620.7 714.4 813.4 864.9 235.2 649.0
Debt service 30.5 113 12.7 14.9 17.3 18.5 20.7 243 28.2 29.9 33.2 39.4 3 45. 50.8 58.6 62.7 20.8 47.0
Of which: new debt 0.5 05 1.8 3.9 5.8 7.4 8.7 12.6 16.8 20.6 24.0 30.0 36.4 436 .6 51 559 7.9 38.9
Exports of goods and services, three-year average 6.914 158.8 166.7 178.0 189.7 201.7 2159 231.6 249.3 267.4 .4287 333.0 386.4 449.1 5235 565.6 200.6 411.3
Exports of goods and services, annual 154.9 166.5 8178.188.8 201.6 2146 231.3 248.9 267.7 285.6 308.8 357.9 415.883.8 564.5 610.2 213.9 442.9
Revenues 136.7 164.9 175.0 187.1 199.3 213.6 226.7 242.7 259.8 278.097.62 341.0 390.7 447.6 512.9 549.0 208.4 412.0

Sources: The Gambian authorities; and Bank-Furftlestimates and projections.
1/ All debt indicators refer to public and publigyaranteed debt and are defined after deliveDRI and debt relief beyond HIPC assistance offéngdome Paris Club creditors on a voluntary basis.

2/ Revenues are defined as central governmentuegeexcluding grants.
3/ Exports of goods and services as defined in IB#ance of Payments Manual, 5th edition, 1993fusles transit trade. The NPV of debt-to-export®ratbased on the average of three consecutives yéaxports of goods

and non factor services ending in the current yardebt-service ratio is based on current exyeat.

4/ Scenario | assumes lower expenditure and loventf relative to the baseline scenario.
5/ Scenario Il assumes lower concessionality oeraat debt.
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Table 17. The Gambia: Delivery of IDA Assistatdeder the Enhanced HIPC Initiative and the MDRQ22020 1/
(In millions of U.S. dollars, unless otherwise icatied)

Average
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 3 2012014 2015 2016 2017 2018 2019 2020 2001-06 2007-45
Actual Projections
1. Relief under the Enhanced HIPC Initiative
Debt service before HIPC Assistance 1/ 3.9 3.9 4.2 4.7 4.9 52 6.9 7.1 8.3 8.8 9.5 9.8 10.0 10.2 10.2 1 10. 10.1 10.2 111 11.0 45 7.6
Principal 2.6 27 3.0 35 3.7 4.0 4.9 5.2 6.4 6.9 77 8.0 8.3 8.6 8.6 8.7 8.7 8.9 9.8 9.8 33 6.8
Interest 13 13 12 12 12 12 20 19 19 1.8 18 17 17 16 15 15 14 13 13 1.2 12 0.8
IDA HIPC assistance 2/ 19 2.0 2.1 24 0.7 0.0 0.0 29 3.0 3.2 3.3 33 34 35 35 0.8 0.0 0.0 0.0 0.0 15 0.7
Debt service after HIPC assistance 1/ 19 2.0 21 24 4.2 52 6.9 4.2 53 55 6.1 6.5 6.6 6.7 6.7 9.4 110. 10.2 11.1 11.0 3.0 6.9
Principal 0.8 0.8 1.0 1.2 3.0 4.0 4.9 2.8 3.9 4.2 4.8 52 54 55 5.6 8.0 8.7 8.9 9.8 9.8 1.8 6.2
Interest 12 11 11 12 12 12 20 1.4 14 13 13 13 12 12 11 14 14 13 13 12 11 0.7
II. Relief under the MDRI 3/
Projected stock of IDA credits outstanding at impéatation date 4/ 258.6
Remaining IDA credits after MDRI 52.3
Debt stock reduction on eligible credits 3/ 5/ 206.«
Due to HIPC relief 6/ 23.0
Due to MDRI 183.4
Debt service due after HIPC relief and the MDRI 6.9 0.5 0.7 0.7 11 14 13 13 1.4 14 14 15 17 1.7 17
Memorandum Item:
Debt service to IDA covered by HIPC assistanceppsaved at DP (in percent) 7/ 50 50 50 50 15 0 0 40 36 37 35 34 34 34 34 7 0 0 0 0 35.8 9.1
Debt service to IDA covered by HIPC assistance BRI (in percent) 8/ 0 93 91 92 88 86 86 87 87 86 86 86 85 85 29.5
IDA debt service relief under the MDRI (in SDR) 9/ 0.0 20 2.9 3.0 3.2 3.2 3.3 3.4 3.4 5.3 5.8 5.8 6.3 6.2 3.4

Source: IDA staff estimates.

1/ Debt service till end 2006 is estimated on dehstanding as of December, 1999. From January 88@ards, principal and interest due to IDA coroespto prorated projections on disbursed and audsitg debt as of end-December 2006, converted $o dibllar.

2/ Enhanced HIPC assistance till March 2005 asaugf by the Board of IDA at the decision point. f#l82000-234, 12-21-2000). After December 2007, H#Sistance based on revised schedule.

3/ Stock of debt and debt service denominated iRsS&re converted into U.S. dollar by applying theé-2006 exchange rate.

4/ Stock of debt outstanding on January 1st8200

5/ Debt disbursed as of December, 31 2003 ahdutistanding at the end of 2007.

6/ HIPC relief is assumed to proportionally reduepayments of principal and charges on IDA tsetisbursed as of end-December 2003 and stiltanding as of December, 31 2007.

7/ Based on debt disbursed and outstanding esdf999.

8/ Based on debt disbursed and outstanding esc2006.

9/ For SDR denominated credits, debt relief uide MDRI is estimated as debt service on SDR demated credits minus USD-based HIPC debt reliethese credits. HIPC debt relief is converted BRR equivalent amounts using the following exchang

applying the foreign exchange rate of 1.5104ltieg) from the hedging of donor contributions tver HIPC costs during IDA 14; (ii) for costs frdRY09 onwards, by applying the foreign exchange o&te.47738 agreed by donors under the latest regul
For USD denominated creditors, debt relief uritlerMDRI is estimated as debt service on USD démated credits minus USD-based HIPC debt reliefhesse credits. The resulting MDRI debt relief antsuare converted into SDR equivalent amounts byyamp
foreign exchange reference rates agreed by damuater the latest regular IDA replenishment.
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Table 18. The Gambia : Delivery of IMF Assistanceler the HIPC Initiative and the MDRI, 2000-2009 1
(Millions of SDRs, unless otherwise indicated)

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Jan-Nov Dec

I. Pre-MDRI Debt relief (under the HIPC Initiative only) 2/

HIPC-eligible Debt Service due on IMF obligatioris 3 0.4 0.5 0.3 0.3 1.0 1.7 23 1.9 0.4 23 1.6
Principal 0.3 0.2 - - 0.7 1.4 21 1.7 0.3 21 1.4
Interest 0.1 0.3 0.3 0.3 0.3 0.3 0.3 0.2 0.1 0.3 0.2

HIPC assistance--deposits into the HIPC Umbrellactot
Interim assistance 0.1 0.4
Completion point disbursement 1.8

Completion point assistance 4/ 1.4
Completion point interest 0.5

HIPC assistance--drawdown from the HIPC UmbrellacAmt - 0.0 0.0 0.0 0.0 0.0 0.0 0.2 - 0.9 0.7
IMF assistance without interest - 0.0 0.0 0.0 - - - 0.2 - 0.9 0.6
Estimated interest earnings 5/ - 0.0 - 0.0 0.0 0.0 0.0 0.0 - 0.0 0.1

Debt service due on IMF obligations after HIPC stesice 0.4 0.5 0.3 0.3 1.0 1.7 23 1.7 0.4 1.4 1.0

Delivery schedule of IMF assistance (in percertbtd| assistance; on a flow basis) - 1.0 1.4 2.0 - - - 134 - 49.3 329

Share of debt service due on IMF obligations cayéneHIPC assistance (in percent) - 3.7 9.0 135 0.0 0.0 0.0 12.6 - 39.0 40.9

Proportion (in percent) of each principal repaymehiigation falling due during the - 9.6 - - - 14.0 - 43.1 43.1

period to be paid by HIPC assistance from the jpaideposited in Umbrella Account

1. Post-MDRI Debt relief (under both MDRI and HIPC Initiatives)

Projected pre-cutoff date debt at completion p6int 9.4
Delivery of debt relief (on stock basis): 9.4 N
from the MDRI-I Trust 7/ 7.4 D
from the HIPC Umbrella Account 2.0
of which: unused interim HIPC assistance 0.1
completion point disbursement 1.8
I1l. Debt service due to the IMF after HIPC and MDRI debit relief 8/ 0.0 0.2 0.2

Memorandum items:

(Based on debt service data and exchange rates d®nd-2006)

Debt service due on IMF obligations after HIPC MidRI debt relief (millions of U.S. dollars) 0.6 0.7 Q. 0.4 15 25 35 25 0.0 0.0
Debt service due on IMF obligations after HIPC MidRI debt relief (percent of exports) 0.6 0.6 0.4 0.3 21 1.9 2.3 1.6 0.0 0.0

Source: Fund staff estimates.

1/ Total IMF assistance under the HIPC Initiatise<SDR 1.8 million calculated on the basis of datilable at the decision point, excluding interstned on the Gambia's account and on committedriulisbursed
amounts, as described in footnote 5.

2/ Reflects the projected delivery of HIPC assistaim the absence of MDRI decision.

3/ Data prior to completion point are as of endeDet 2000. Data for 2000 cover only the month ofddeber. Interest obligations include net SDR chaegel assessments which are not eligible for HE¥&&nce.
4/ A final disbursement of SDR 1.4 million assunede deposited into the Gambia's Umbrella Accamriie completion point in November 2C

5/ Includes estimated interest earnings on: (1)wartwoheld in the Gambia's account; and (2) upeatmpletion point, amounts committed but not yeltarsed. The projected interest earnings armagd based on
assumed interest rates which are gradually inargasi4.52 percent in 2009; actual interest eamingy be higher or lower.

6/ Associated with disbursements made prior to Bibee 31, 2004.

7/ Credit outstanding at end-2004 that has not beieaid by the member or with HIPC assistanceattmpletion point and is not scheduled to be tepgiHIPC assistance, as defined in the MDRI-I Thastrument.

8/ As of end-June 2007; reflecting obligations a&sted with disbursements made after end-Decenfi@t. Figure for 2007 covers only the month of Delsem
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Table 19. The Gambia: Status of Creditor PartiéggpatUnder Enhanced HIPC Initiative

HIPC assistance as at the Decision Point Document

Debt relief Percentage of Satisfactory Modalities to
in NPV terms total assistance reply deliver debt relief
(US$ millions)

African Development Bank Group 15.8 237 Yes Interirsistance amounting to US$6.3 million in NPV termeswprovided through the
reduction of the debt service payments to the AfBBup over the period 2001 to 2003. At
completion point, the outstanding amount of toettdrelief for the AfDB Group (US$9.5
Million in NPV terms) will be provided through afd® reduction of the debt service
payments to the African Development Fund from Jan@808 through 2013.

BADEA 0.8 1.2 Yes BADEA intends to deliver its share ofefthrough concenssional rescheduling of
outstanding debt at completion point.

Economic Community of West African 0.2 0.3 No Not currently participating in debt reliefThe Gambia.

States

European Union/Commision 1.8 2.7 Yes The EC providdat-dervice relief on identified EC loans during therim period. Total
interim assistance amounts to US$2.5 million in maiterms (US$1.9 million in NPV
terms).

International Development Association 223 334 Yes Interim assistance was provided equivatea 50 percent reduction on The Gambia's debt

(IDA) service to IDA, amounting to a total of US$8.0 il in NPV terms. After completion point,
the remaining assistance of US$14.3 million in NBkns will be provided through debt
service reduction of 50 percent on IDA loans asraf-2000.

IMF 2.3 3.4 Yes Assistance is being delivered from the PRIB>C Trust to cover a portion of debt service
falling due to the IMF. Interim assistance staite@001 but was suspended in 2002 when
the original PRGF arrangement went off-track. suraed in 2007 with the approval of a new
three-year PRGF program. IMF assistance represeraserage annual reduction of 13
percent in debt service over 2001-09.

International Fund for Agricultural 25 3.8 Yes Assistance will be delivered at complefiomt through reduction of debt service payments

Development on eligible debt by up to 100% until the targeteiached. Preliminary estimates show that
IFAD's relief could be delivered over 5 years.

Islamic Development Bank 2.7 4.1 Yes Assistance wiltlbvered at completion point through reschedubhdebt over 25 years.

OPEC Fund for International Development 0.8 1.2 Yes isA@Bce is expected to be provided through a coatioim of debt rescheduling and interest
rate reduction until the rarget in NPV terms isctesd.

Total multilateral 49.2 738

Paris Club Creditors 4.8 7.2 Yes Interim assistanpeasided through Cologne terms flow relief andesav of the creditors
have cancelled 100 percent of flow during the imgeriod. The Paris Club creditors will
deliver the rest of the relief at the completiorinpo

Non-Paris Club Creditors 126 19.0

Saudi Fund for Development 0.6 1.0 No
Kuwait Fund for Economic Development 1.2 1.7 No
Taiwan Export Import Bank 7.7 11.6 No
Libya 0.9 13 No
China 23 3.4 No
17.4 26.2
Total bilateral and commercial
66.6 100.0

TOTAL

Sources: The Gambian authorities; and Bank-Furftiegtimates.
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Table 20: Paris Club Creditors' Delivery of Debt Relief Under Bilateral Initiatives
Beyond the HIPC Initiative 1/

Countries covered ODA (in percent) Non-ODA (in percet) Provision of relief
Pre-cutoff date debt Post-cutoff date debt Pre-cutoftlate debt Post-cutoff date debt Decision point Compli®n
(In percent) point
1) (2) (3) @) ©) (6) @)
Australia HIPCs 100 100 100 100 2/ 2/
Austria HIPCs 100 - 100 - Case-by-case, flow Stock
Belgium HIPCs 100 100 100 - 100 flow Stock
Canada HIPCs3/ -4 -4 100 100 100 flow Stock
Denmark HIPCs 100 108 100 1005/ 100 flow Stock
France HIPCs 100 100 100 - 100 flow Stock
Finland HIPCs 100 7l 100 -7 - -
Germany HIPCs 100 100 100 100 100 flow Stock
Ireland - - - - - - -
Italy HIPCs 100 1008/ 100 1008/ 100 flow Stock
Japan HIPCs 100 100 100 - - Stock
Netherlands, the  HIPCs 160 100 100 - 90-100 flove/ Stock 9/
Norway HIPCs 10/ 10/ 11/ 11/ - -
Russia HIPCS -12/ - 12/ 100 100 - Stock
Spain HIPCs 100 Case-by-case 100 Case-bhy-case - Stock
Sweden HIPCs - - 13/ 100 - - Stock
Switzerland HIPCs - 14/ - 14/ 90-10015/ - 90-100 flow Stock
United Kingdom  HIPCs 100 100 100 106/ 100 flow 16/ Stock
United States HIPCs 100 100 100 100 100 flow Stock

Source: Paris Club Secretariat.

1/ Columns (1) to (7) describe the additionditdelief provided following a specific methodologgder bilateral initiatives and need to be read @ole for each creditor.
In column (1), "HIPCs" stands for eligible countrieffectively qualifying for the HIPC process. 200 percent" mention in the table indicates thatdébt relief provided
under the enhanced HIPC Initiative framework wéltbopped up to 100 percent through a bilaterahiiie.

2/ Australia: post-cutoff date non-ODA reliefapply to debts incurred before a date to be fieali timing details for both flow and stock relé® to be finalized.

3/ Canada: including Bangladesh. Canada hasegt@a moratorium of debt service as of Januaryt 200all debt disbursed before end-March 1999 ®odt of 17 HIPCs
with debt service due to Canada. Eligible coustegee Benin, Bolivia, Cameroon, Dem. Rep. Of Corigghiopia, Ghana, Guyana, Honduras, Madagascaméav&enegal,
Tanzania, and Zambia. 100% cancellation will bengd at completion point. As of July 2004, Canaas frovided completion point stock of debt cantelefor Benin,
Bolivia, Guyana, Senegal and Tanzania.

4/ 100 percent of ODA claims have already bestelled on HIPCs, with the exception of Myanmaebt to Canada.

5/ Denmark provides 100 percent cancellatio®DA loans and non-ODA credits contracted and disédibefore September 27, 1999.

6/ France: cancellation of 100 percent of debtise on pre-cutoff date commercial claims ongbeernment as they fall due starting at the decipmint. Once

countries have reached their completion point, deli#gf on ODA claims on the government will goa@pecial account and will be used for specificettgyment projects.

7/ Finland: no post-COD clait

8/ lItaly: cancellation of 100 percent of all tefpre- and post-cutoff date, ODA and non-ODA)imed before June 20, 1999 (the Cologne Summitjie&ision point,
cancellation of the related amounts falling duéhiminterim period. At completion point, canceltatiof the stock of remaining debt.

9/ The Netherlands: 100 percent ODA (pre- amstgutoff date debt will be cancelled at decigioimt); for non-ODA: in some particular cases (BeBolivia,

Burkina Faso, Ethiopia, Ghana, Mali, Mozambiquesadkgua, Rwanda, Tanzania, Uganda and Zambia)etrerlands will write off 100 percent of the colidated amounts
on the flow at decision point; all other HIPCs wikeive interim relief up to 90 percent reductidithe consolidated amounts. At completion pafitHIPCs will receive
100 per cent cancellation of the remaining stocthefpre-cutoff date debt.

10/ Norway has cancelled all ODA claims.

11/ Due to the current World Bank/IMF methodoldgyrecalculating debt reduction needs at HIPC detigm point, Norway has postponed the decisionw/loether or

not to grant 100% debt reduction until after thenptetion point.

12/ Russia has no ODA claims

13/ Sweden has no ODA claims.

14/ Switzerland has cancelled all ODA claims.

15/ In some particular cases (Central African RdipuLiberia, Republic of Congo, Sierra Leone, dpgSwitzerland will write off 100 percent of themaining debt stock at
completion point; all other HIPCs will receive debtief according to Paris Club terms.

16/ United Kingdom: "beyond 100 percent” full verioff of all debts of HIPCs as of their decisiorints, and reimbursement at the decision point gfdebt service

paid before the decision point.

17/ United States: 100 percent post-cutoff date@®A treated on debt assumed prior to June 209 {®@ Cologne Summit).
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Table 21. HIPC Initiative: Status of Country CaSemsidered Under the Initiative, October 4, 2007

Target Estimated Total
NPV of Debt-to- Assistance Levels 1/ Percentage  Nohbedt
Decision Completion Gov. (In millions of U.S. doll. 1t value) Reduction  Service Relief

Country Point Point_Exports__revenue Bilateral and Mutiital in NPV of  (In millions of
(in percent) Total commercial Total IMF World Bank Delpt 2 U.S. dollars)

Completion point reached under enhanced framework22)
Benin Jul. 00 Mar. 03 150 265 7 189 24 84 31 460
Bolivia 1,302 425 876 84 194 2,060
original framework Sep. 97 Sep. 98 225 448 157 291 29 54 14 760
enhanced framework Feb. 00 Jun. 01 150 854 268 585 55 140 30 1,300
Burkina Faso 553 83 469 57 231 930
original framework Sep. 97 Jul. 00 205 229 32 196 22 91 27 400
enhanced framework Jul. 00 Apr. 02 150 195 35 161 22 79 30 300
topping-up Apr. 02 150 129 16 112 14 61 24 230
Cameroon Oct. 00 Apr.06 150 1,267 879 322 37 176 27 4,917
Ethiopia 1,982 637 1,315 60 832 3,275
enhanced framework Nov. 01 Apr. 04 150 1,275 482 763 34 463 47 1,941
topping-up Apr. 04 150 707 155 552 26 369 31 1,334
Ghana Feb. 02 Jul. 04 144 250 2,186 1,084 1,102 112 781 56 3,500
Guyana 591 223 367 75 68 1,354
original framework Dec. 97 May 99 107 280 256 91 165 35 27 24 634
enhanced framework Nov. 00 Dec-03 150 250 335 132 202 40 41 40 719
Honduras Jul. 00 Mar-05 110 250 556 215 340 30 98 18 1,000
Madagascar Dec. 00 Oct-04 150 836 474 362 19 252 40 1,900
Malawi 1,057 171 886 45 622 1,628
enhanced framework Dec. 00 Aug-06 150 646 164 482 30 333 44 1,025
topping-up Aug-06 150 411 7 404 15 289 35 603
Mali 539 169 370 59 185 895
original framework Sep. 98 Sep. 00 200 121 37 84 14 43 9 220
enhanced framework Sep. 00 Mar. 03 150 417 132 285 45 143 29 675
Mauritania Feb. 00 Jun. 02 137 250 622 261 361 47 100 50 1,100
Mozambique 2,023 1,270 753 143 443 4,300
original framework Apr. 98 Jun. 99 200 1,717 1,076 641 125 381 63 3,700
enhanced framework Apr. 00 Sep. 01 150 306 194 112 18 62 27 600
Nicaragua Dec. 00 Jan. 04 150 3,308 2,175 1,134 82 191 73 4,500
Niger 663 235 428 42 240 1,190
enhanced framework Dec. 00 Apr. 04 150 521 211 309 28 170 53 944
topping-up Apr. 04 150 143 23 119 14 70 25 246
Rwanda 696 65 631 63 383 1,316
enhanced framework Dec. 00 Apr-05 150 452 56 397 44 228 71 839
topping-up Apr-05 150 243 9 235 20 154 53 477
S&o Tomé and Principe 124 31 93 - 47 128 263
enhanced framework Dec. 00 Mar-07 150 99 29 70 - 24 83 215
topping-up Mar-07 150 25 2 23 - 23 45 49
Senegal Jun. 00 Apr. 04 133 250 488 212 276 45 124 19 850
Sierra Leone Mar. 02 Dec. 06 150 675 335 340 125 123 81 994
Tanzania Apr. 00 Nov. 01 150 2,026 1,006 1,020 120 695 54 3,000
Uganda 1,003 183 820 160 517 1,950
original framework Apr. 97 Apr. 98 202 347 73 274 69 160 20 650
enhanced framework Feb. 00 May 00 150 656 110 546 91 357 37 1,300
Zambia Dec. 00 Apr-05 150 2,499 1,168 1,331 602 493 63 3,900

Decision point reached under enhanced framework (30

Afghanistan Jul. 07 Floating 150 571 436 135 - 75 51 1,272
Burundi Aug. 05 Floating 150 826 124 701 28 425 92 1,465
Central African Rep. Sept. 07 Floating 150 583 217 365 27 209 68 782
Chad May. 01 Floating 150 170 35 134 18 68 30 260
Congo, Democratic Rep. of Jul. 03 Floating 150 6,311 3,837 2,474 472 831 80 10,389
Congo Rep. of Mar. 06 Floating 250 1,679 1,561 118 8 49 32 2,881
Gambia, The Dec. 00 Floating 150 67 17 49 2 22 27 90
Guinea Dec. 00 Floating 150 545 215 328 31 152 32 800
Guinea-Bissau Dec. 00 Floating 150 416 212 204 12 93 85 790
Haiti Nov. 06 Floating 150 140 20 120 3 53 15 213
Total assistance provided/committed 35,996 17,618 18,279 2,6353/ 8,780 62,951

Sources: IMF and World Bank Board decisions, cotippiepoint documents, decision point documentsljmpieary HIPC documents, and staff calculations.
1/ Assistance levels are at countries' respedsion or completion points, as applicable.

2/ In percent of the net present value of dethetecision or completion point (as applicablégrahe full use of traditional debt-relief mecigms

3/ Equivalent to SDR 1,698 million at an SDR/USizteange rate of 0.644524 , as of October 4, ¢
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Figure 3. The Gambia: External Debt for Medium- &ndg-Term Public Sector Debt, 2007-26
(In percent)
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Sources: The Gambian authorities; and Bank-Furftletdmates and projections.
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Figure 4. The Gambia: Sensitivity Analysis, 200&20
(In percent)
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Figure 5. The Gambia: Sensitivity Analysis, 200220

(In percent)
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Figure 6. The Gambia: External Debt Structure
(In percent)

End-Dec 1999 End-Dec 2006
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Sources: The Gambian authorities; and IDA and B#f estimates and projections.
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APPENDIX |

THE GAMBIA — DEBT SUSTAINABILITY ANALYSIS UNDER THE DEBT SUSTAINABILITY
FRAMEWORK FOR LOwW INCOME COUNTRIES — AN UPDATE®*®

1. This debt sustainability analysis (DSA) updates th&ast DSA presented to the
Fund Board in October 2006%' The DSA is consistent with the HIPC completionrpoi
DSA,; both DSAs were prepared jointly by staffs lué Fund and the World Bank, and are
based on reconciled external debt and debt sedatze The full effect of MDRI relief,
which was shown as a separate scenario in EBS®6K Aow included in the baseline
scenario, as are new borrowing limits under the PR@ported program.

2. The update suggests that The Gambia is at high riséf remaining in debt

distress even after receiving HIPC and MDRI relief. With the full delivery of HIPC and
MDRI assistance, the NPV of external debt-to-expatib declines significantly but remains
above the policy-dependent external debt-burdesstimid. By contrast, the NPV of debt-to-
GDP ratio as well as all the debt service indicatall below their respective thresholds.
Standard stress tests show that The Gambia wikirerulnerable to adverse developments.
In particular, the debt stock indicators deteriersignificantly and exceed their respective
thresholds when subject to negative shocks. Ataprately 30 percent of GDP, the large
domestic debt stock further supports the assessimarie risk of debt distress remains
high.

I. EvoLUTION OF PuBLIC DEBT SINCE HIPC DECISION POINT

3. The Gambia reached the Decision Point under the Er@mced HIPC Initiative in
December 2000Based on external debt data at the end of 199%Bdheds of the
International Development Association (IDA) and thH= approved debt relief worth
US$66.6 million in NPV term¥&.Interim relief in the form of debt service redacts was
provided by IDA, the IMF, the African Developmenaiik (AfDB) and the EU. Reaching the
HIPC completion point, originally expected arouhd £nd of 2002, was delayed by serious
policy slippages which derailed the program sumablty the IMF’s Poverty Reduction and
Growth Facility (PRGF).

30 The DSA has been produced jointly by Bank and Fatatfs. The last DSA was presented to the Fund Bwa®©ctober
2006 (EBS/06/128, Appendix I)

31 Appendix | in EBS/06/128.

32 Assuming the participation of all creditors antl flelivery of traditional debt relief.
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4, At the end of 2006, the latest date for which comghensive data are available,

the stock of external public debt was US$676.7 miitin (133.5 percent of GDP)Text

table 1) Multilateral creditors accounted for 84 percentto$ debt, with IDA as the largest
creditor (39 percent of total outstanding debt)e fleminal debt has grown by US$232
million, or approximately 50 percent (or 30 pereay# points of GDP) since end-1999 (point
of reference for HIPC decision point in 2000). Motthis increase can be attributed to new
disbursements from IDA, the AfDB, other multilatecaeditors and non-Paris Club creditors.
Since end-2005 (presented in the 2006 DSA), nondielt has increased by US$49 million,
or about 8 percent; most of this increase is tealt®f new borrowing in 2006, with the
remainder due to previously unrecorded debt reddayethe data reconciliation exercise
carried out for this DSA.

5. The stock of gross domestic debt stood at 32.2 pert of GDP at end-2006, up

8 percentage points from its level at decision poinThe increase reflected large extra-
budgetary spending in 2001, and the central basdds of government debt between 2003
and 2005 to sterilize the impact of rebuilding megional reserves.

Text table 1: Esolution of Public External Debt since Decision Poant 1.

1599 2005 2006
USE million:  percent 3% millions  percent U35 millions  percent
Total 444.7 100 6282 100 676.7 100
Multilateral 3556 80 5252 84 5662 84
of wiich:
DA 1727 39 2549 41 263 6 39
AfDE 118.3 27 168 .4 27 1745 26
I&IF 113 3 144 2 172 3
Crther 343 12 ar.3 14 1103 la
Eilateral 892 20 102.1 16 110.6 16
of whickh:
FatisClub 298 T 16.0 3 1564 2
W on Fariz Club 393 13 &1l 14 850 14
Commercial 0.0 0 0.0 0 0.0 1]
Memorandum ite ms:
GDP (millions T3 doll: 4319 461 3 506.7
HNomina debt-to-GDP 103.0 . 1362 1335

Source 3taff estimates and authorities.
1/ Figure s for 1999 are based on reconciled completion poird data, 2005 data from EBE06,1 28,

[I. KEY ASSUMPTIONS

6. The baseline scenario, consistent with the HIPC captetion point DSA, assumes
a continuation of recent prudent macroeconomic mangement, and the country
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reaching the HIPC-completion point at end-2007The key macroeconomic assumptions

are presented in Text table 2. These differ onlygmally from those assumptions

underlying the last DSA. Notably, real growth hagib revised up through 2012, inflation is
also projected to be somewhat higher, while exganivth over the medium term is more

conservative. The revised assumptions reflect:

Robust output growth over the near-term, in linthwecent experience, due to on-
going large foreign direct investment and donorasgoed projects. Growth is
sustained in the medium-term by continued expansidme tourism and
telecommunications sectors, as well as by growtgnnculture.

Increased exports of goods and services from growdie tourist sector, as well as
groundnuts and other agricultural exports.

Further growth in imports through 2012, though lotiean recent experience. The
associated current account deficits due to largereally-financed investment
projects decline over the medium term.

Improved fiscal balance in the medium term, reftegsustained strong revenue
performance, fiscal discipline and lower debt savi

Increased external donor assistance (both conceddaans and grants) over the
period 2007-2012, declining as a share of GDP theemedium term.

» In line with the authorities’ PRSP aspirationseertl borrowing is expected to
average 5.8 percent of GDP between 2007 and 2Gdgelgeclining to 2 percent
by 2026. New borrowing is expected to be evenlyddis between multilateral
and bilateral creditors, with an average grant elenof 45 percent.

» External grants increased in 2007 and are expé¢ctaderage about 4 percent of
GDP through 2012 before declining to about 1 perbgr2027.

Text table 2: Key macroeconomic assumptions
(Period averages: in percent, unless otherwiseaietil)

1998-2001  2001-0: 2004-0¢ 1998-0¢ 2007-1: 2013-2°
Real GDP growth 6.1 3.1 6.2 5.2 6.2 5.0
Inflation 4.75 4.0
Growth exports of goods and services 1.1 -0.1 11.6 4.2 6 5 7.7
Non-interest current account (percent of GDP) 1/ 5-1. -2.1 -9.0 -4.2 -10.1 -6.8
Overall fiscal balance (percent of GDP) 1/ -2 -1.7

1/ Including official transfers and grants.
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[Il. E XTERNAL DEBT SUSTAINABILITY
A. BASELINE

7. Under the staff baseline scenario, all but one ohe NPV of debt indicators will
remain below their corresponding thresholds once caopletion point is reached and the
HIPC/MDRI relief is delivered (Table 1 and Figure 1).** The NPV of debt-to-GDP ratio
falls to 26 percent at the beginning of the pragatperiod. New borrowing associated with
increased investment pushes the NPV of debt-to-@wRards the threshold through 2012
before it declines as investment levels off andwginas sustained. The NPV of debt-to-
revenue and the debt service ratios fall considgtameath their respective thresholds.
While they too increase through 2012, they remaoenfortable levels throughout the
projection period.

Box Al: Policy Dependent Debt-Burden Thresholds foirhe Gambia

The latest World Bank Country Policy and Institndd Assessment (CPIA) rates The Gambia a
“poor performer.” The relevant indicative thresklir countries assessed in this category are 30
percent for the NPV of debt-to-GDP, 100 percentNBW of debt-to-exports, 200 percent for NPV/|of

debt-to-revenues, 15 percent for debt service—pmg, and 25 percent for debt service-to-revenues
ratio. These ratios are applicable to public andliply guaranteed external debt.

8. The NPV of debt-to-exports ratio breaches the debburden threshold for a
protracted period. The NPV of debt-to-export ratio is expected tolidecsignificantly to

107 percent in 2007 following full impact of HIP@A&MDRI, but this is still above the
indicative policy-dependent threshold of 100 petcEarthermore, this ratio increases
through 2012 due to new borrowing, and it staysvalibe threshold for a protracted period.
It gradually falls below the threshold over the mueaterm, due to sustained growth in
receipts from tourism, re-export services, andcadpural exports. While there are country-
specific factors to consider when assessing thaisiadility of The Gambia’s external debt
(Box A2), alternative measurements of the ratiotionre to indicate a protracted breach of
the debt-burden threshold.

33 As outlined in the HIPC DSA, outstanding debtrad-2007 before completion point is estimated at NPV
$439 million. Following completion point, HIPC astsince reduces the NPV of existing debt by US$9@omi
while MDRI results in an additional US$182.1 millioeduction.
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Box A2: Alternative measures of NPV of debt to expits

The NPV of debt-to-exports threshold is breachedr awnost of the projection period despite
HIPC and MDRI relief. The ratio captures the NPVdebt compared with exports of goods and
nonfactor services, as an important measure otdhmtry’s capacity to sustain external debt
levels through its foreign exchange earnings. Hawmethere are country-specific issues| to
consider when applying this ratio to The Gambia:

» First, official statistics do not capture the felktent of reexport trade and associated
service earnings, which are major components obitgpDue to the lack of reliable data,
staff estimate re-exports as a fraction of impaxtkjing a mark-up for earnings from te-
exports.

» Second, The Gambia’s diaspora consistently remrtifscant sums (perhaps 10 percent
of GDP) which reflect current and prospective fgreexchange earnings (the DSA|is
based on an empirical analysis that specificalbludes remittances).

The chart below offers a perspective on the passibportance of these factors when assessing
the sustainability of The Gambia’s external debttHe chart, the baseline scenario discussed in
the text is compared with two alternatives#
() the case where service exports are!
revised upward by assuming re-exports of |
50 percent of imports rather than 30
percent currently estimated; and, (i 3)15’
remittances are added to estimaté®f|
baseline goods and nonfactor service
earnings to reflect projected total foreign, |
exchange earnings in the future. Both
effects are seen to drive the NPV of debt |
to “exports” beneath the threshold in 2007 oo o2 o oo "ok
although this is still breached for an

extended period due to new borrowing through 2@0re falling off in the medium term. These
alternative measurements substantially improveotittook for debt sustainability, although not
enough to suggest that the country is no longarhagh risk of remaining in debt distress.

NPV of debt-to-exports ratio
with alternative scenarios

Higher reexports Baseline

Threshold

B. ALTERNATIVE SCENARIOS AND STRESSTESTS

9. Alternative scenarios reveal that external debt inctators are vulnerable to
substantial deterioration in the face of adverse d&rnal developments or if new
borrowing is on less favorable terms than in the bseline (Table 2, Figure 1)The
scenarios in Figure 1 focus on an “extreme shoekeéc reflecting a combined negative
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shock to all variables based on historical perforoea and if borrowing occurs on less
favorable term$. Emphasizing the “less favorable terms” scenagimanstrates the
importance of the authorities’ commitment to borimgvonly on highly concessional terms.
With the exception of the debt service indicatarsich remain beneath their thresholds, the
debt stock indicators all deteriorate significanthyder these alternative scenarios. A number
of points are worth noting:

. The NPV of debt-to-GDP and the debt-to-exportrdéteriorate significantly above
their respective thresholds (Figure 1 and Tabl@&2)ombination of adverse shocks
or lower grant element on debt generates a sigmfideterioration in debt dynamics
over the projection period.

. The debt-to-revenue ratio shows a similar detetimnaunder the adverse shocks
scenario.
. Table 2 (line B6) demonstrates the deterioratiothédebt-to-GDP ratio as a result

of an exchange rate depreciation. In particulanextime 30 percent depreciation
results in the debt-to-GDP ratio breaching the &@ent threshold for much of the
projection period. This scenario serves to illustthe importance of recent exchange
rate appreciation on the baseline debt-to-GDP .rHtthis appreciation is not
permanent, debt-to-GDP will rise above the indi@threshold in the near term
despite HIPC and MDRI relief.

IV. PuBLIC DEBT SUSTAINABILITY
A. BASELINE

10. Domestic debt is expected to fall from 29.6 percewntf GDP at the end of 2007 to
10.4 percent of GDP in 2012 and to 9.1 percent ofP in 2027, reflecting sustained
good fiscal performance Recently implemented reforms in tax administratos expected
to help maintain revenues around 21 percent of GibHe the relatively tight fiscal policy
programmed for the medium term helps bring domesterest rates close to single digits
levels. Over the longer term, lower debt servieflecting the drop in external debt after
delivery of debt relief and lower interest ratesdmmestic debt, provides space to steadily

3 Figure 1 does not report the standard historicahario since this shows improved debt dynamicsedrby
lower historical current account deficits reducegernal debt in this scenario. This scenario assutmat the
interest rate on new borrowing is 2 percentagetpdiigher than in the baseline, grace and matpsetiods are
unchanged, and implies a lower grant element gied6ent on new borrowing, rather than 45 percetitén
baseline.
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increase basic primary expenditufemnd to partially offset the downward trend in
externally-financed projects.

11. The NPV of public debt is projected to decline fromabout 54.9 percent of GDP
in 2007 to 38.9 percent in 2012 and to 30.6 percant2027 (Table 4 and Figure 2)The
decline in the near term is driven by a drop indbenestic debt. As a ratio of domestic
revenues, the NPV of public debt is projected tioffam about 247 percent in 2007 to 138
percent at the end of the projection period.

B. ALTERNATIVE SCENARIOS AND STRESSTESTS

12.  Stress tests indicate that public debt would not d#ine significantly under some
adverse shocks (Table 4 and Figure 2iror example, under a permanently lower output
growth rate (4.3 percent instead of 5 percent) NR¥ of total debt-to-GDP ratio would
decline from 54 percent in 2007 to 50 percent iR72@&s opposed to 31 percent under the
baseline scenario.

V. CONCLUSION

13. Itis the staffs’ view that The Gambia is at high rsk of debt distress based on
external debt burden indicators.The Gambia’s debt situation has become more prczari
since the last DSA due to the new borrowing. Gigentinuing risks, development of a
comprehensive public debt management strategy @loeud priorityHigh levels of
concessionality in new borrowing and careful condreer the volume of such borrowing for
the foreseeable future are also strongly recomnueriel@lure to achieve sustained export
diversification and growth, meanwhile, would offsety gains in debt management, thus also
requiring sustained efforts to promote exports stidulate growth.

% Defined as expenditures excluding interest paysant externally-financed projects.



Table 1. The Gambia: External Debt Sustainabilignffework, HIPC and MDRI Scenario, 2007-2027 1/

(In percent of GDP, unless otherwise indicated)

Actual Historical Standard Projections
Average 6/ Deviation 6/ 2007-12 2013-27
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 8 20009 2010 2011 2012 Average 2017 2027 _Average
External debt (nominal) 1/ 101.8 1025 1030 1106 117.3 143.0 157.3 1465 134.7 .6133 49.9 475 50.7 52.7 52.6 51.7 45.6 33.9
o/w public and publicly guaranteed (PPG) 101.8 .502103.0 1106 117.3 1430 157.3 1465 1347 133.6 49.9 47507 5 527 52.6 51.7 45.6 33.9
Change in external debt 0.7 05 7.6 6.7 25.7 143 -108 -11.8 -1.1 -83.7 -24 2 3. 20 -0.1 -0.9 -1.2 -1.1
Identified net debt-creating flows -4.0 0.1 21 0.9 15.7 83 -26.8 -17.3 -152 5.7 22 1.7 0.8 -0.2 -0.3 0.0 19
Non-interest current account deficit -0.3 1.0 15 2. 1.4 1.6 34 4.1 13.2 9.8 3.8 4.3 9.6 11.8 10.6 9.4 8.4 7.9 9.6 6 6. 7.3 6.8
Deficit in balance of goods and services . 5.7 74 85 82 5.2 8.4 75 21.0 227 17.3 19.1 20.3 16.6 15.0 13.0 1.1 0 9.10.2
Exports 27.0 30.1 28.0 26.8 25.8 30.4 318 317 28.4 30.6 23.9 21.20.8 20.3 20.1 19.9 20.7 22.8
Imports 327 37.5 338 35.0 31.0 38.8 39.3 52.7 51.1 47.9 43.0 41.387.3 35.4 33.0 30.9 29.7 33.0
Net current transfers (negative = inflow) 7.7 39. -7.8 -9.9 -8.3 -11.6 96 -236 -17.1 -15.2 -12.0 5.1 -14.713.1 -12.3 -11.8 -11.3 9.1 -7.9 -5.9 -7.3
olw official 7.4 -7.5  -10.6 -8.5 -8.5 -5.1 -3.2 5.2 53 .25 -49 -4.8 -2.8 -2.5 -1.9
Other current account flows (negative = net inflow) 1.6 2.9 35 3.7 4.6 4.7 5.4 6.7 75 7.8 5.2 4.7 6.3 6.1 6.7 5.9 55 3.0
Net FDI (negative = inflow) -3.8 -3.7 -0.1 -3.8 -2.4 -2.5 -36 -141 -133 -146 -7.8 55 -9.2 -7.4 -6.4 -6.2 -6.0 -5.9 -4.8 -4.0 -4.6
Endogenous debt dynamics 2/ -1.3 -1.3 3.9 2.0 16.5 85 -16.8 -17.2 -104 -6.1 -2.3 25- -2.4 -2.5 -2.3 -1.8 -1.4
Contribution from nominal interest rate 14 14 12 12 1.2 17 2.0 19 17 1.2 0.4 0.4 0.4 0.4 0.4 0.4 0.3
Contribution from real GDP growth -6.4 -64 85 -64 43 -103 9.7 -6.4 -8.0 -7.3 -2.6 -2.8 -2.8 -2.9 -2.7 22 -16
Contribution from price and exchange rate changes U 3.8 3.8 8.5 7.2 11.0 17.1 9.1 -12.7 -4.1
Residual (3-4) 3/ 0.0 4.7 0.4 55 5.8 10.0 6.0 16.0 55 14.0 -78.0 -4.6 15 1201 -0.6 -1.3 -3.0
o/w exceptional financing 0.0 0.0 0.0 0.0 -0.1 0.0 -0.4 -0.3 -0.3 -58.4 -0.9 -0.7 0.6- -0.4 -0.4 -0.3 -0.1
NPV of external debt 4/ 31.1 255 248 27.1 28.7 9.2 29.2 26.9 21.6
In percent of exports 101.7 106.8 1185 130.6415 1457 146.9 130.2 94.7
NPV of PPG external debt 31.1 255 248 27.1 28.7 9.2 29.2 26.9 21.6
In percent of exports 101.7 106.8 1185 130.6415 1457 146.9 130.2 94.7
In percent of government revenues . . 146.8 1209 1196 1335 1428 1474 1476 (135.106.3
Debt service-to-exports ratio (in percent) 18.0 16 19.6 23.9 11.1 17.7 17.7 16.5 185 7.0 7.0 6.8 6.9 6 7. 8.3 6.4
PPG debt service-to-exports ratio (in percent) 43 -7.7 19.6 16.8 23.9 111 17.7 17.7 16.5 185 7.0 7.0 6.8 6.9 7.6 8.3 6.4
PPG debt service-to-revenue ratio (in percent) 20 -133 28.4 28.8 44.5 224 26.9 255 23.8 20.9 7.1 71 8 6. 69 7.6 8.6 7.1
Total gross financing need (millions of U.S. dadjar 145 13.9 23.6 11.7  -17.6 22.8 1.2 27.3 472 8.14 425 37.1 37.4 532 136.8
Non-interest current account deficit that stabdizebt ratio 0.3 0.9 -5.7 53 -241 -109 14.9 25.011.0 93.2 14.2 7.4 7.4 8.4 8.8 7.9 8.4
Key macroeconomic assumptions
Real GDP growth (in percent) 6.5 6.4 55 5.8 -3.2 6.9 7.0 5.1 6.5 5.2 32 7.0 6.5 65 0 6. 6.0 5.5 6.2 5.0 5.0 5.0
GDP deflator in US dollar terms (change in percent) -3.6 -3.5 -1.7 -6.1 -8.6 -10.7 6.1 9.5 3.1 2.4 7.0 19.6 15.0 1.9 1.8 20 1.8 7.0 1.8 1.8 1.7
Effective interest rate (percent) 5/ 1.4 14 1.1 1.1 0.9 1.1 15 15 1.4 1.3 0.2 12 0.9 0.9 0909 0.9 0.9 0.8 0.8 0.8
Growth of exports of G&S (US dollar terms, in perge 145 -4.2 -7.0 -4.3 4.3 -0.3 133 29 18.4 4.2 9.2 1-0 75 7.4 5.6 6.8 6.5 5.6 8.1 8.1 7.8
Growth of imports of G&S (US dollar terms, in pente 17.6 -7.4 09 -12.0 10.8 -3.3 52.3 11.6 29 8.1 19.1 149 17.5 -1.9 23 1.0 0.7 5.7 7.3 8.1 7.3
Grant element of new public sector borrowing (@mgqent) 42.6 43.2 43.3 44.1 45.0 45.0 43.9 45.0 45.0 45.0
Aid flows (in millions of US dollars) 7/ 0.0 19.7 224 185 25.5 33.3 51.4 35.1 50.6 415 44.2 60.8 88.0 98.9 948 2 84.75.0 76.0 87.0
o/w Grants 55 8.2 4.8 10.5 16.5 12.4 182 77 0.3 24.2 31.6 36.2 136 354 33.8 29.8 20.5
o/w Concessional loans 0.0 14.2 323 33.8 43.9 36.5 56.5 62.8 .758 488 41.2 46.2 66.5
Grant-equivalent financing (in percent of GDP) 8/ 6.9 7.4 7.7 6.8 5.7 4.8 43. 17 2.9
Grant-equivalent financing (in percent of exterfirncing) 8/ 61.8 28 629 647 681  69.8 66.6  58.0 64.3
Memorandum items:
Nominal GDP (millions of US dollars) 409.8 420.8431.9 4209 417.9 369.7 353.0 401.0 461.3 506.7 648.4  793.861.48 929.4 1005.1 1079.8 1492.3 2898.2
(NPVt-NPVt-1)/GDPt-1 (in percent) 15 4.9 4.6 3.9 29 21 3.3 1.4 0.9 1.2

Source: Staff simulations.
1/ Includes both public and private sector exteduit.

2/ Derived as [r - g p(1+0)]/(1+g+p+gp) times previous period debt ratio, with r = nonhiméerest rate; g = real GDP growth rate, @ growth rate of GDP deflator in U.S. dollar terms.
3/ Includes exceptional financing (i.e., changeariears and debt relief); changes in gross foraigets; and valuation adjustments. For projectistsincludes contribution from price and excharaje changes.
4] Assumes that NPV of private sector debt is eajeitt to its face value.

5/ Current-year interest payments divided by presiperiod debt stock.

6/ Historical averages and standard deviationgenerally derived over the past 10 years, subjedata availability.

7/ Defined as grants, concessional loans, andreééf.

8/ Grant-equivalent financing includes grants paev directly to the government and through newdwing (difference between the face value and th¥ NiPnew debt).

T9
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Table 2. The Gambia: Sensitivity Analyses for Keglitators of Public and Publicly Guaranteed Extebrebt, 2007-27
including HIPC and MDRI (In percent)

Projections
2007 2008 2009 2010 2011 2012 2017 2027

NPV of debt-to-GDP ratio

Baseline 25 25 27 29 29 29 27 22

A. Alternative Scenarios

Al. Key variables at their historical averages®08-27 1/ 25 25 26 26 25 24 16 6
A2. New public sector loans on less favorable tem2008-27 2/ 25 26 30 33 35 35 36 33

B. Bound Tests

B1. Real GDP growth at historical average minussiaadard deviation in 2008-09 25 26 30 31 32 32 29 24
B2. Export value growth at historical average mione standard deviation in 2008-09 3/ 25 26 31 32 33 33 29 22
B3. US dollar GDP deflator at historical averageusione standard deviation in 2008-09 25 32 39 41 42 42 38 31
B4. Net non-debt creating flows at historical ageraninus one standard deviation in 2008-09 4/ 25 32 40 41 41 41 35 25
B5. Combination of B1-B4 using one-half standardiatéon shocks 25 36 49 51 51 51 45 33
B6. One-time 30 percent nominal depreciation redatd the baseline in 2008 5/ 25 34 37 39 40 39 36 29

NPV of debt-to-exports ratio

Baseline 107 118 131 142 146 147 130 95

A. Alternative Scenarios

Al. Key variables at their historical averages®?2-26 1/ 107 121 123 126 124 120 80 25
A2. New public sector loans on less favorable tem®007-26 2/ 107 126 146 164 173 178 173 146

B. Bound Tests

B1. Real GDP growth at historical average minusstaedard deviation in 2008-09 107 118 131 142 146 147 130 95
B2. Export value growth at historical average mions standard deviation in 2008-09 3/ 107 141 191 204 9 20 210 182 126
B3. US dollar GDP deflator at historical averageusione standard deviation in 2008-09 107 118 131 142 6 14 147 130 95
B4. Net non-debt creating flows at historical ageraninus one standard deviation in 2008-09 4/ 107 151 191 201 204 204 170 108
B5. Combination of B1-B4 using one-half standardiatéon shocks 107 147 198 210 214 214 182 120
B6. One-time 30 percent nominal depreciation redetd the baseline in 2008 5/ 107 118 131 142 146 147 130 95

NPV of debt-to-revenue ratio
Baseline 121 120 133 143 147 148 135 106
A. Alternative Scenarios

Al. Key variables at their historical averages®02-26 1/ 121 122 126 127 126 120 83 28
A2. New public sector loans on less favorable tem®007-26 2/ 121 128 150 166 175 179 180 163

B. Bound Tests

B1. Real GDP growth at historical average minusstaedard deviation in 2008-09 121 125 146 156 161 161 147 116
B2. Export value growth at historical average mions standard deviation in 2008-09 3/ 121 126 152 161 5 16 165 148 111
B3. US dollar GDP deflator at historical averagausione standard deviation in 2008-09 121 152 190 204 0 21 211 193 152
B4. Net non-debt creating flows at historical ageraninus one standard deviation in 2008-09 4/ 121 153 196 203 207 205 176 121
B5. Combination of B1-B4 using one-half standardiagon shocks 121 173 243 254 260 258 226 162

B6. One-time 30 percent nominal depreciation redetd the baseline in 2008 5/ 121 162 181 193 200 200 183 144
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Table 2. The Gambia: Sensitivity Analyses for Keglitators of Public and Publicly Guaranteed Extelrebt, 2007-27 (continued)
with HIPC and MDRI (In percent)

Debt service-to-exports ratio

Baseline
A. Alternative Scenarios

Al. Key variables at their historical averages®0&-27 1/
A2. New public sector loans on less favorable tem2008-27 2/

B. Bound Tests

B1. Real GDP growth at historical average minusstaedard deviation in 2008-09

B2. Export value growth at historical average mions standard deviation in 2008-09 3/

B3. US dollar GDP deflator at historical averageusione standard deviation in 2008-09

B4. Net non-debt creating flows at historical ageraninus one standard deviation in 2008-09 4/
B5. Combination of B1-B4 using one-half standardiatéon shocks

B6. One-time 30 percent nominal depreciation redato the baseline in 2008 5/

[ARN]

Debt service-to-revenue ratio
Baseline
A. Alternative Scenarios

Al. Key variables at their historical averages®0&-27 1/
A2. New public sector loans on less favorable tem®008-27 2/

B. Bound Tests

B1. Real GDP growth at historical average minusstaedard deviation in 2008-09

B2. Export value growth at historical average mions standard deviation in 2008-09 3/

B3. US dollar GDP deflator at historical averagausione standard deviation in 2008-09

B4. Net non-debt creating flows at historical ageraninus one standard deviation in 2008-09 4/
B5. Combination of B1-B4 using one-half standardiaigon shocks

B6. One-time 30 percent nominal depreciation redetd the baseline in 2008 5/

Memorandum item:
Grant element assumed on residual financing firancing required above baseline) 6/
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19
19
19
19
19
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21
21
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21
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21
21
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12
10
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Source: Staff projections and simulations.

1/ Variables include real GDP growth, growth of GBéflator (in U.S. dollar terms), non-interest emtraccount in percent of GDP, and non-debt crgdlinvs.

2/ Assumes that the interest rate on new borrovgity 2 percentage points higher than in the baselivhile grace and maturity periods are the sasria the baseline.

3/ Exports values are assumed to remain permaregrtihe lower level, but the current account asaaesof GDP is assumed to return to its baseline kfter the shock (implicitly assuming

an offsetting adjustment in import levels).
4/ Includes official and private transfers and FDI.
5/ Depreciation is defined as percentage declimitar/local currency rate, such that it neveresds 100 percent.

6/ Applies to all stress scenarios except for &BgIfavorable financing) in which the terms omall financing are as specified in footnote 2.



Table 3.The Gambia: Public Sector Debt Sustairtgtitiamework, Baseline Scenario, 2004-2027
(In percent of GDP, unless otherwise indicated)

Actual Estimate Projections
Historical Standard 2007-12 2013-27
Average 5/ Deviation 5/ Average Average
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2017 2027
Public sector debt 1/ 155.4 179.6 185.2 179.4 170.2 165.5 79.1 713 708 683 6438 60.9 539 429
o/w foreign-currency denominat 117.5 143.C 157.% 146.5 134.7 133.% 495 47.C 50.C 51.7 51t 50.t 44.C 33.¢
Change in public sector debt 13.3 24.2 5.6 -5.8 -9.2 -4.7 -86.4 -7.8 -0.5 -25 -35 -3.9 -1.2 0.2
Identified debt-creating flows -14.0 27.4 -85 -30.8 -14.3 -5.3 -44.5 -6.5 -43 54 5.1 -5.3 -2.3 -1.1
Primary deficit 9.4 15 0.0 -0.1 0.4 -0.6 0.7 3.4 -5.5 0.2 07 -04 -0.3 -0.7 -1.0 1.2 -1.1 0.3
Revenue and grants 16.1 19.1 17.0 24.2 21.3 229 255 24.8 252 248 24.5 24.0 22.9 22.7
of which: grants 1.0 2.8 1.3 3.3 15 1.7 3.5 3.7 4.0 3.7 3.4 3.0 1.9 0.7
Primary (noninterest) expenditure 25.6 20.6 17.0 24.1 21.7 22.3 20.1 25.0 259 244 24.1 23.4 24.1 216
Automatic debt dynamics -23.4 28.3 -7.1 -29.3 -14.0 -6.7 -39.2 -3.6 -3.4 -3.4 -35 -3.3 -25 0.5
Contribution from interest rate/growth differential -24.1 35 -14.3 -10.6 -4.6 -5.9 -9.1 -3.2 -3.1 -3.2 -3.4 -3.1 -2.5 -1.1
of which: contribution from average real interest rate -1.3 -1.7 -2.8 15 4.2 4.6 1.7 1.6 12 0.8 0.5 0.3 0.1 0.9
of which: contribution from real GDP growth -7.7 5.2 -11.5 A2. -8.7 -10.5 -10.8 -4.8 -4.3 -4.0 -3.9 -3.4 -2.6 -2.0
Contribution from real exchange rate depreciation 7 0. 24.9 7.2 -18.7 -9.4 -0.8 -30.0 -0.4 -0.3 -0.2 -0.1 -0.2
Other identified debt-creating flows 0.0 -2.5 -1.4 -1.5 -0.7 2.0 0.2 -3.1 -1.7 -1.5 -1.3 -1.3 -1.0 -0.4
Privatization receipts (negative) 0.0 0.0 0.0 0.0 -0.4 0.0 -2.3 -2.2 0.0 0.0 0.0 0.0 0.0 0.0
Recognition of implicit or contingent liabilities o. 0.0 0.0 0.0 0.0 1.6 2.7 1.0 0.0 0.0 0.0 0.0 0.0 0.0
Debt relief (HIPC and other) -1.0 -2.0 -1.1 -1.3 -0.1 0.0 -0.6 -2.6 24 22 -1.7 -1.6 -1.0 -0.4
Other (specify, e.g. bank recapitalization) 1.0 -0.4 0.2- -0.2 -0.2 0.4 0.4 0.6 0.7 0.6 0.4 0.3 0.0 0.0
Residual, including asset changes 27.3 -3.2 14.1 25.0 5.1 0.6 -41.9 -1.3 3.9 2.9 1.7 1.4 1.1 1.3
NPV of public sector debt 38.1 36.6 27.9 32.9 35.5 63.3 54.9 48.9 475 44.8 419 38.9 35.9 30.6
o/w foreign-currency denominated 0.0 0.0 0.0 0.0 0.0 31.2 253 24.6 26.7 28.2 28.6 28.5 26.0 215
o/w external 31.2 25.3 24.6 26.7 28.2 28.6 28.5 26.0 215
NPV of contingent liabilities (not included in pibkector debt) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Gross financing need 2/ 17.1 10.4 6.5 9.3 12.3 10.1 0.6 52 53 3.7 3.0 23 3.8 15
NPV of public sector debt-to-revenue and granis (@ percent) 236.0 191.5 164.0 135.8 166.6 276.8 215.0 196.9 188.9 180.3 171.2 161.8 156.7 134.3
NPV of public sector debt-to-revenue ratio (in e 252.2 224.2 177.8 157.2 179.6 298.8 248.6 2319 2248 2118 198.9 184.9 170.7 138.3
o/w external 147.1 1146 116.7 126.5 1335 135.9 135.3 123.7 97.2
Debt service-to-revenue and grants ratio (in pejetn 47.5 57.9 46.4 44.6 54.9 429 315 18.5 16.2 14.4 125 11.8 11.5 11.6
Debt service-to-revenue ratio (in percent) 4/ 50.7 67.8 50.2 51.6 59.2 46.3 36.4 21.8 19.2 17.0 14.6 134 12.6 11.9
Primary deficit that stabilizes the debt-to-GDRaat 5.8 9.6 4.1 80.9 8.0 1.2 21 3.1 3.2 2.4 -1.4
Key macroeconomic and fiscal assumptiol
Real GDP growth (in percent) 5.8 -3.2 6.9 7.0 5.1 6.5 5.0 3.1 7.0 6.5 6.5 6.0 6.0 55 6.3 50 0 5. 5.0
Average nominal interest rate on forex debt (ircpat) 13 1.2 1.6 1.6 1.4 1.4 14 0.1 1.0 0.9 1.0 0.9 0.9 0.9 09 9 0 09 0.9
Average real interest rate on domestic currency (ielpercent) -21 -4.2 -8.7 8.9 17.3 12.9 7.4 9.2 7.4 63 7 6. 69 6.7 6.8 6.8 6.5 13.9 7.7
Real exchange rate depreciation (in percent, cates depreciation) 0.7 20.5 54 -12.8 -6.8 -0.6 4.9 11.7 4.2-2
Inflation rate (GDP deflator, in percent) 15.2 16.1 27.4 12.2 4.1 1.4 8.9 8.6 5.0 5.0 5.0 4.8 4.5 4.3 48 0 4. -10 3.7
Growth of real primary spending (deflated by GDRater, in percent) 47.8 -22.1 -11.6 51.6 -5.5 9.3 53 25.5 -3.6 32.7 10.3 -0.1 4.8 21 7.7 3.0 6.5
Grant element of new external borrowing (in pergent 42.6 43.2 43.3 44.1 45.0 45.0 43.9 45.0 45.0

Sources: Country authorities; and Fund staff esémand projections.

1/ [Indicate coverage of public sector, e.g., gahgovernment or nonfinancial public sector. Aldoether net or gross debt is us

2/ Gross financing need is defined as the primaficid plus debt service plus the stock of shortrtelebt at the end of the last period.
3/ Revenues excluding grants.

4/ Debt service is defined as the sum of intenedtamortization of medium and long-term debt.

5/ Historical averages and standard deviationgenerally derived over the past 10 years, subjedata availability.

9
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Table 4. The Gambia: Sensitivity Analysis for Kegliltators of Public Debt 2007-2027

Projections
2007 2008 2009 2010 2011 2012 2017 2027
NPV of Debt-to-GDP Ratio
Baseline 55 49 48 45 42 39 36 31
A. Alternative scenarios
Al. Real GDP growth and primary balance are aotitstl averages 54 49 49 48 46 44 39 37
A2. Primary balance is unchanged from 2007 54 45 40 35 30 25 8 -16
A3. Permanently lower GDP growth 1/ 54 49 48 46 44 42 43 50
B. Bound test:
B1. Real GDP growth is at historical average minws standard deviations in 2008-2009 54 51 54 52 50 48 49
B2. Primary balance is at historical average minusstevedard deviations in 2008-2009 54 51 52 49 46 42 39
B3. Combination of B1-B2 using one half standardiatiwn shocks 54 51 52 49 46 43 39 33
B4. One-time 30 percent real depreciation in 2008 54 59 56 52 49 45 41 34
B5. 10 percent of GDP increase in other debt-crgdkaws in 2008 54 54 52 49 46 43 40 33
NPV of Debt-to-Revenue Ratio 2/
Baseline 21F 197 18¢ 18C 171 162 157 134
A. Alternative scenarios
Al. Real GDP growth and primary balance are abhitsil average 21z 19¢ 194 19C 18€ 18C 17C 162
A2. Primary balance is unchanged from 2 21z 18C 16C 14z 124 10¢& 33 -71
A3. Permanently lower GDP growth 213 197 191 18€ 17¢ 173 18€ 21¢
B. Bound test:
B1. Real GDP growth is at historical average minwes standard deviations in 2008-2! 21z 20t 21C 20€ 201 19€ 211 217
B2. Primary balance is at historical average minusstexedard deviations in 2008-2( 21z 20t 20¢E 19t 18€ 177 171 14z
B3. Combination of B1-B2 using one half standardiatéan shock 213 20€ 20€ 197 187 17€ 17¢ 143
B4. One-time 30 percent real depreciation in : 21z 23¢ 224 211 19¢ 18¢ 177 14¢
B5. 10 percent of GDP increase in other debt-crgdkows in 200: 21z 21¢ 207 19¢ 18¢ 18C 174 144
Debt Service-to-Revenue Ratio 2/

Baseline 31 18 16 14 13 12 12 12
A. Alternative scenarios
Al. Real GDP growth and primary balance are aotitstl averages 31 21 17 14 14 14 11 15
A2. Primary balance is unchanged from 2007 31 21 9 4 2 1 -4 -9
A3. Permanently lower GDP growth 1/ 31 21 17 15 13 12 15 21
B. Bound tests
B1. Real GDP growth is at historical average minus standard deviations in 2008-2009 31 22 19 18 16 16 17
B2. Primary balance is at historical average minusstevedard deviations in 2008-2009 31 21 21 20 14 12 12
B3. Combination of B1-B2 using one half standardiatéan shocks 31 21 20 18 13 12 12 12
B4. One-time 30 percent real depreciation in 2008 31 21 17 15 13 12 13 13
B5. 10 percent of GDP increase in other debt-crgdlaws in 2008 31 21 29 18 13 12 12 13

Sources: Country authorities; and Fund staff estisnaibel projections.

1/ Assumes that real GDP growth is at baseline minustanelard deviation divided by the square root ofi20, the length of the projection period).

2/ Revenues are defined inclusive of grants.

32
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Figure 1. The Gambia: Indicators of Public and RliplGuaranteed External Debt
Under Alternative Scenarios, 2007-2027
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Figure 2.The Gambia: Indicators of Public Debt Unde Alternative Scenarios, 2007-2027 1/
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APPENDIX II
DEBT MANAGEMENT

In March 2007, the government’s debt management cagity and institutions was
assessed by a World Bank team using the Debt Managent Performance
Assessment (DeMPA) tool? The assessment revealed that, while there anenaer of
strengths in the government’s debt management opesamany components of debt
management need significant improvement.

The government has requested IMF and World Bank tdanical assistance to
improve its debt management capacity and institutins. The government is pursuing
efforts to enhance accountability in the use ofligulesources and, to this end the
authorities have undertaken to prepare a comprefeedebt management strategy by
end-July 2008. The strategy witliter alia set limits on the amount and terms of new
borrowing. Through the ongoing Country AssistaStategy (CAS) discussions, the
World Bank is discussing with the Government pabsds for providing support for
capacity building of debt management. With supporn the IMF, the government
intends to strengthen the capacity of the CentealkBof The Gambia (CBG) in the areas
of debt management, monetary policy framework gretations, and banking
supervision.

A. The Institutional Framework for Debt Management

The Gambia’s legal and institutional framework for debt management clearly
defines roles and responsibilities.In accordance with the Government Budget
Management and Accountability Act (2004), the Seexgeof State for Finance and
Economic Affairs is the only authority entitledtorrow from legal entities, or to enter
into a guarantee or indemnity with third parti@$e Public Debt Unit (PDU) of the
Department of State for Finance and Economic ASTEDOSFEA) is responsible for
managing, recording and reporting on external debile the CBG borrows in the
domestic market by issuing Treasury Bills. The GB@lIso responsible for making
payments to external creditors upon receipt ofuasions from DOSFEA. While the Act
stipulates borrowing purposes, the government csihgthen the framework by
introducing debt management objectives, strictireguents for mandatory reporting to
the National Assembly and regular external auditsl, by strengthening co-ordination of
debt management with macroeconomic policies.

% DeMPA is a methodology for assessing performanaautih a comprehensive set of indicators spanning
the full range of government debt management (D&Mgtions. The DeMPA highlights strengths and
weaknesses in government DeM practices. While asssm® reports do not contain specific
recommendations, performance assessment facilithéeslesign of plans to build and augment capacity
and institutions tailored to the specific needsiafountry, and facilitates the monitoring of pragr@ver
time in achieving the objectives of government Debhsistent with international sound practice. The
Gambia was one of five countries in which the DeMPF4ds field tested during 2007.



69

It is recommended that the government develop a délmanagement strategy based
on long-term debt management objectives and set win the context of

government’s fiscal policy and budget framework. Implicitly all external borrowing is
contracted on concessional terms with a minimumtgelement of 45 percent. While
the PDU and CBG interact to provide forecasts artraégovernment debt and debt
service as part of the annual budget process, #prears to be little formal co-
ordination between the government’s fiscal polaght management and the monetary
policy authority (CBG). There are no documenteatpdures for external borrowing.
Formal analysis of the relative costs and riske@ased with the alternative financing
options is not undertaken. The authorities hawedver, received training in the
preparation of debt sustainability analyses (DS#) there are plans to prepare DSAs on
a regular basis. The quality of cash flow forecastxpected to improve with the
implementation of the new integrated financial ngemaent information system (IFMIS).

B. Assessment of Debt Management

Debt data recording capacity should be bolstered tonprove the quality of debt
information. The PDU records, monitors and settles externalgaiadlanteed debt, and
validates transactions on an ad-hoc basis. Proesdaor validating the completeness,
consistency and accuracy of the debt records rebd strengthened, and the recording
of debt relief and debt restructuring needs tonigeriporated in the debt management
systen?’. Weak archiving practices make data reconciliatiombersome. However, the
quality of loan administration and payments is etpé to improve with the introduction
of the IFMIS. The CBG records government domedist and reconciles Treasury bill
stocks and flows with primary dealers regularlowever, no government entity is
responsible for recording total non-financial paldebt® The CBG maintains an up-to-
date registry system of all holders of governmewusities and, with technical assistance
from the Commonwealth Secretariat, plans to upgiaddebt management system with
electronic registry and auction features.

Reporting of central government external and domest debt meets statutory

reporting requirements. It is recommended, however, that a Debt StasisBalletin or
equivalent covering domestic and external centwaegiment debt and loan guarantees
be prepared and published annually. Proceduresefarring and controlling access to
sensitive debt information should also be strenggde While external audits subject to
third-party confirmation are conducted semi-annuaii domestic debt activities, no
internal, external or independent audit relateei@rnal debt has been carried in the past
five years.

" The PDU operates the Commonwealth Secretariatlst Recording and Management System (CS-
DRMS).

% This consists of the central government (budgetxtra-budgetary and social security funds),sate
and local governments, and the public corporations.
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Staff capacity and organizational structure need tde strengthenedOf the PDU’s
limited staff, few are trained in the interpretatiof loan agreements and standard debt
recording and reporting procedures. The PDU alskslanalytical capabilities, although
the government has plans to establish such capaagityle practical training has been
provided by the Commonwealth Secretariat, WAIFEdhd Debt Relief International,
high turnover has led to loss of institutional meynand continuity?

%9 West African Institute for Financial and EconorMlanagement (WAIFEM)

0" In addition, in early 2007 a serious auto acdideok the life of one staff and sent two othens)iding
the PDU head, out of commission for an extendegbgerThere was no contingency for this tragic éven
as the government lacks a business continuity asasigr plan.



