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PREFACE

The causes of Africa’s debt crisis are varied 

and complex. A lot of emphasis has been put 

on external factors while overlooking internal 

factors. Notwithstanding the external factors, 

it is clear that the causes of the debt crisis in 

many African countries are also attributable 

to poor debt policy, a weak institutional and 

legal framework and lack of accountability, 

transparency and inclusiveness of the 

involved institutions in the loan contraction 

process. The procurement, utilisation and 

management of public loans and debts 

are a national and international issue and, 

therefore, should be seen to be transparent, 

accountable, participatory and inclusive. 

The processes of loan procurement and 

debt management require legitimacy and 

systematic planning to be sustainable. The 

presence of internal debt management as 

well as the external mechanisms is a clear 

indication that debt management is important 

if economies in Sub Saharan Africa are to 

move out of stunted economic growth and 

the poverty trap.

Many of countries who benefited from the 

various debt relief initiatives geared at 

ensuring that the countries’ external debt is 

sustainable are in Africa. These initiatives 

include the HIPC initiative and Multilateral 

Debt Relief Initiative. While these initiatives 

reduced the debt burden of the countries, 

the major concern is that the countries 

will re-accumulate debt all over again 

to unsustainable levels. This is because 

significantly lower debt ratios mean that these 

countries have become attractive to lenders 

once again. Furthermore, the debt relief 

initiatives were geared towards the reduction 

of external debt but did not address the issue 

of domestic debt. What is certain though is 

that sustainable external borrowing will still 

remain one of the most important sources of 

development finance in the poorest countries 

at least in the foreseeable future.

Several factors including the recent global 

financial crisis and its effects on international 

commodity markets; the decline in the terms 

of trade of most low income countries, 

and the slowdown in and diversion of 

international aid flows will constrain the 

ability of African countries to repay the hard 

currency loans they are contracting at present 

when they reach their maturity. The reduction 

in financial resources means that the majority 

of African governments will not be able to 

achieve the 2015 Millennium Development 

Goals (MDGs).  Any increased repayments in 

the future due to the increased debt acquired 

today shrink the available resources for social 

and economic development in the future. The 

2002 Monterrey Financing for Development 

Conference established a consensus among 

the international development community 

that ‘sustainable foreign borrowing’ will 
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remain an important source of capital to 

finance private and public investment in 

developing and least developed countries for 

the foreseeable future.

Research findings show that governments 

and international financial institutions often 

negotiate and sign loan agreements in a 

non-transparent and non-accountable way. 

In some cases the government may overrule 

their parliament’s objections to a loan, and 

often parliaments end up rubber-stamping 

new lending agreements without being 

properly involved in the decision-making 

process. On the other hand, civil society 

organizations have played a very limited role 

at any stage of lending agreements. There is 

no formal legislation to involve them in the 

loan cycle, and they lack the resources and 

skills to research, advocate on and monitor 

government loans. 

The report presents the debt management 

system as it is implemented by the Government 

of Senegal, the contextual framework covering 

all aspects of macroeconomic performance 

and the country’s own performance in 

national debt management. It provides an 

overview of Senegal’s debt management. 

The report highlights observed strengths 

and weaknesses, while stressing the specific 

sectors that will benefit the most from capacity 

building. This report recommends that the 

government should define a good and 

clear external debt management policy, an 

effective debt policy that is based on proper 

loan contraction and repayment conditions. 

It must also develop strategies and actions 

which stimulate economic growth based 

on the export of goods and services. This 

assessment identifies the following as priority 

areas needing performance enhancement:

debt management operations, auditing 

and standardized debt management.

contraction process.

On the whole, Senegal’s debt management 

performance is positive. In particular, 

this report will stress that the strength of 

Senegal’s debt management operations lies 

within its legal framework, National debt 

management structure, coordination with 

monetary and fiscal policies, forecasting and 

cash flow management and domestic market 

borrowing.

Collins Magalasi

Executive Director

AFRODAD
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INTRODUCTION

During the last decade, issues pertaining 

to poverty reduction and the complete 

cancellation of the external debt of 

developing countries with low income vis-à-

vis donors and multilateral lending institutions 

have been at the center of discussions within 

International Financial Institutions. The 

international community has repeatedly 

stressed the role to be played by external 

financing to bridge the resource gap in 

Africa and raise investment levels so that the 

various targets on GDP growth and poverty 

reduction, including the growth target of 6% 

per year set by the UN, are met. However, the 

gap between the level of investment needed 

and the available domestic market borrowing 

resources has tended to widen over the past 

two decades, and the total net capital inflows 

in the region has stagnated or declined.

Since the early 1980s, Senegal’s economy 

has seen a constant series ofreforms, with 

the international institutions – particularly 

the Bretton Woods institutions – promoting 

stabilization and structural adjustment 

programs. Despite improvements in the 

macroeconomic framework, the Senegalese 

economy has created few jobs in recent years. 

Some 58 per cent of households,almost 

two thirds of the population, live below the 

poverty line. This is why the fight against 

poverty is now one of the highest priorities for 

the country’s authorities and its development 

partners. Attaining the goal of significantly 

reduced poverty requires economic growth 

which is stronger and of improved quality. 

This in turn entails the removal of various 

obstacles to economic growth, including the 

unsustainable burden of external debt which 

has led to Senegal’s qualification for the new 

program entitled the Highly Indebted Poor 

Countries (HIPC) Initiative.

The external debt problem involves a paradox: 

the country’s debt, which is supposed to act 

as a catalyst for growth, is now holding it 

back. “We have moved from a situation 

where we were supposed to borrow in order 

to grow to a situation where we have to stop 

growing in order to pay our debts.” Any 

young nation which has not yet established a 

strong, efficient financial system, together with 

relatively well-developed capital markets, is 

bound to depend on external borrowing in 

order to fund its development programs.

The external debt problems which now face 

those countries appeared in the early 1980s. 

The developing countries’ external debt is 

due to a number of phenomena, and both 

external and domestic factors are involved. 

The internal factors include inappropriate 

policy decisions, such as inefficient collection 

and allocation of resources, national-sector 

atrophy and imbalance in national finances, 

weak development of domestic capital 

markets, and exchange-rate overvaluation. 
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The external factors include unfavourable 

developments in the terms of trade, abrupt 

increases in international interest rates, 

excessive supply of lending funds boosted 

by the recycling of petrodollars, and lack 

of observance of prudential standards by 

international private banks.

The international community has made a 

number of attempts to resolve the Third World 

debt problem, such as the Baker and Brady 

plans, the Toronto and Naples agreements, 

and debt rescheduling through the Paris and 

London Clubs. Yet these different approaches 

to the debt problem have proved ineffective 

for the African States. Therefore, voices had 

to be raised to demand debt cancellation for 

poor countries. The International Monetary 

Fund and the World Bank have taken the 

initiative again by proposing the Highly 

Indebted Poor Countries (HIPC) Initiative, 

which provides for debt cancellations 

subject to conditionalities which involve the 

elaboration and implementation of poverty 

reduction strategies. While the adoption of 

this new system is a step in the right direction, 

its characteristics are such that it will probably 

never put an end to the debt problem. The 

amount of the debts cancelled is determined 

by there sources of international bodies, rather 

than by countries’ needs. Debt cancellations 

involve resource reallocations rather than a 

straight forward reduction of debt stocks; and 

the time frame required in order to benefit 

from the programme is relatively long.

In the particular case of Senegal, the 

signature of 13 debt restructuring agreements 

(rescheduling, debt cancellation, etc.) with 

Paris Club creditors between 1981 and 

2000 reflects the acuteness and persistence 

of the external debt problem. Despite an 

improvement in the country’s debt profile in 

recent years, the weakness of domestic savings 

and of the development of domestic capital 

markets suggest that external borrowing will 

constitute one of the major sources of funding 

for development programmes in the coming 

years. An analysis of national external debt 

is therefore of great importance, since it 

will give a clear picture of the debt situation 

and make it possible to adopt a strategy to 

make better use of this type of economic 

development funding.

In our study, we propose first to analyze the 

external debt management system (I), then 

proceed to an analysis of debt through a 

macroeconomic approach (II), before moving 

on to an evaluation of the debt based on 

fifteen indicators defined by the World Bank 

(III) and highlight the role of international 

bodies like the IMF and the World Bank in 

debt management (IV). 
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A good external debt strategy requires 

the establishment of an efficient debt 

management system. After presenting the 

legal foundations for contracted debt (I.1), 

we will examine the institutional framework 

underpinning the debt (I.2), before assessing 

National debt within the budgetary and 

treasury management framework (I.3). 

I.1 The legal framework of loan 
contraction

Loan agreements and development credits 

contracted by the Republic of Senegal with 

development partners have to follow specific 

pieces of legislation. These agreements 

must be “duly authorized or ratified in 

accordance with legal, governmental and 

corporate norms.” The Minister of Economy 

and Finance received a delegation from 

the President of the Republic, authorized 

by each Budget Bill to borrow money by 

Decree No. 65-191 of 24 March 1965 

defining the powers needed for spending on 

national facilities, and in particular article 

3. Decree No. 77-735 of 19 September 

1997 which amends Article 3 of Decree No. 

65-191 of 24 March 1965 authorizes the 

Minister of Economy and Finance to “sign 

any agreements or conventions relating 

to the financing of investment operations, 

pre-investment, aid in kind, personnel and 

training accords with external bilateral or 

multilateral funding sources, on behalf of the 

President of the Republic, the State or any 

national authority.”

The Minister of Economy and Finance” can 

delegate his signature to other Cabinet 

members, as well as ambassadors of the 

Republic of Senegal accredited in the country 

where the sources of funding are.”

To assess the extent to which these rules are 

followed we reviewed the country’s debt 

agreements. The sample base is presented 

in Appendix II of this report. It consists of 

three donors types: multilateral, bilateral 

and commercial. However, since all the 

loan agreements of this sample were not 

available, only the agreements presented in 

Table 1 were examined.

No cases of irregularities were detected 

among the sampled agreements, the signatory 

being either the Minister of Economy and 

I

ANALYSIS OF THE EXTERNAL DEBT MANAGEMENT
SYSTEM
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Finance or the Minister of Planning and 

Cooperation or an ambassador of the 

Republic of Senegal. If these samples can be 

considered as representative of the situation 

on the ground, then we can conclude that 

external debt is contracted in accordance 

with the law. 
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I.2  Institutional framework and 
national debt management 

I.2.a Debt is mostly External and   

        multilateral 

Senegal has got a low risk debt profile, as 

shown by the Debt Sustainability Analysis 

(DSA), produced by the IMF and the World 

Bank in June 2009. The report concludes that 

debt indicators remain well below the debt 

indicative thresholds and this applies to both 

baseline scenarios and asshock scenarios. 

This is partly due to the debt relief obtained 

by Senegal within the HIPC Initiative and 

the Multilateral Debt Relief Initiative (MDRI) 

frameworks, which considerably reduced the 

external debt stock by reducing the debt stock 

ratio relative to GDP from 33 percent in 2005 

to less than 20 percent in 2008. However, 

the country’s national debt sustainability of 

is threatened by particular shocks, such as a 

critical increase of debt levels or a real fall of 

the product.

The most extreme vulnerability test, which 

adds 10 percentage points of GDP in 2010 

to national debt, thus producing the highest 

debt ratios in 2019 compared to other tests, 

illustrates the importance of managing debt 

sustainability so as to avoid sudden and 

significant increases in debt. Such increases 

can be caused by, for example, a return to an 

accumulation of payments arrears, a scenario 

which must be avoided at all cost. Therefore, 

the DSA report recommends that Senegal 
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should continue fiscal discipline, prudent 

non-concessional debt commitments and 

sound National debt management practices.

In 2008, Senegal’s total national debt was 3.5 

billion U.S. dollars, equivalent current value, 

which represented 26.1 percent of GDP. As 

for its composition, the total National debt 

consisted of 75.8% in external obligations, 

and 24.2% in domestic market borrowings.

term and was owed mainly to multilateral 

creditors (61%), especially the World 

Bank and the African Development 

Bank, followed by bilateral creditors 

(39%), particularly Arab countries. 

This debt had a fixed interest rate, with 

83.7% of the total debt having rates that 

did not exceed 2% per year. Almost half 

the external debt was labeled as having 

Special Drawing Rights, followed by the 

euro (11%) and the U.S. dollar (10%).

denominated in CFA Francs (CFAF), 

consisted of bonds (64.9%), treasury 

bills (23.7%), overdrafts from the central 

bank (10.8%) and government securities 

(0.6%) Bonds were of two to ten years 

in general and treasury bills from seven 

days to two years. Interest rates on these 

instruments were on average around 

5% per year. Corporate borrowings 

by parastatals were not systematically 

recorded. In 2006, these borrowings 

stood at approximately CFAF 300 

billion, a figure comparable to the 

level of domestic market borrowing in 

2008. Local government debt was not 

evaluated.

I.2.b Institutional structure of the national                

        debt management matrix

The institutional structure responsible for debt 

management is the Debt and Investment 

Directorate(DDI) of the Ministry of Economy 

and Finance (MEF). The National debt 

Directorate (DDP) located within the DDI has 

the following functions:

in liaison with the Treasury and the 

BCEAO;

and payments;

statistics;

endorsement/guarantee and retrocession 

contracts and related revenue sources, 

allowing the State to recover money 

owed to it within this context;

monitoring of all debt processing 

operations (rescheduling, cancellation, 

conversion, redemption);

makers in all new loan contraction 

processes.
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The DDP includes:

on the one hand, processing external 

debt servicing payment orders and on 

the other hand, other revenue levels 

vis à vis companies benefiting from 

retrocession or defaulters;

Guarantees Office which reviews 

guarantee approval applications 

made to the state, prepares on-

lending agreements and ensures the 

implementation of their provisions;

tracking of each financing agreement, 

setting depreciation timelines and 

keeping projected and updated records 

/ statements of Senegal’s external debt. 

These statements can be prepared 

according to the type of debt, category, 

industry, the beneficiary and the 

denominated currency of the contracted 

loan. This unit plays a critical role since 

it is responsible for monitoring the 

relevance of debt analysis and therefore 

any decisions regarding external debt.

The Ministry of Economy and Finance(MEF), 

especially the General Directorate of Finance 

(DGF) and the General Directorate of 

National Accounting and Treasury (DGCPT) 

incorporate several departments in the debt 

management process.

responsibility of the Directorate of Debt 

and Investment (DDI) within the DGF. 

The DDI is responsible, inter alia, for 

the appraisal and final negotiation of 

financing agreements –these functions 

are carried out in collaboration with the 

Directorate of Economic and Financial 

Cooperation (DCEF) - to ensure the 

full implementation of the State Debt 

Policy and consider guarantee approval 

requests made to the State.  In parallel, 

the Ministry of International Cooperation, 

Planning, air transport and infrastructure 

(MCIATTAI) is responsible for evaluating 

loan contraction proposals and their 

final negotiations with Asian donors, 

excluding Japan.

borrowing is the responsibility of the 

(TG) of the DGCPT which centralizes 

the issuing of Treasury bills and the 

recording of loans and the State’s 

debt commitments. In this role, the TG 

coordinates with the Central Bank of 

West African States (BCEAO) for the 

tendering of Treasury bills and debt 

servicing. Concerning parastatals’ debt 

management, the Unit responsible for 

the management and monitoring of 

the State’s portfolio (CGCPE) within the 

MEF, ensures the regular production of 

financial statements by these agencies, 

including an annual report on severely 

indebted enterprises.
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In addition, a National Debt Committee 

(CNDP) was been established to comply with 

the West African Economic and Monetary 

Union (WAEMU) guideline No. 09/2007/

CM/WAEMU of July 04, 2007 which provides 

for a sound and rigorous management of 

national finances. The CNDP is composed of 

the DDI, the FMB, the DGCPT, the BCEAO, the 

DCEF, and the General Planning Directorate 

(DGP), the Budget Department (DB), the 

Directorate of money and credit, the State 

Judicial Agency (AJE) and the Directorate of 

Forecasting and Economic Studies (DPEE).

The CNDP develops, coordinates and 

monitors the implementation of the national 

debt policy and management. 

It is composed of three organs:

for the drafting, adoption and annual 

implementation, of the national debt 

strategy which must be attached to the 

Budget Bill;

evaluates loan requests or any others 

dossiers submitted to the CNDP for 

analysis in order to issue a substantiated 

recommendation and also carry debt 

sustainability (DSA) analyses;

provided by the DDI.

I.2.c Debt servicing processes

Debt servicing is done through a set of laws 

and therefore does not follow the normal 

expenditure chain, even tough debt can be 

considered as a recurring expenditure which 

involves several departments such as the 

DDI, the TG and the BCEAO. The normal 

national expenditure procedure commences 

when the DDI receives a notice of expiry 

from the donor. The DDI claims office then 

checks the amount specified by the donor 

against the amount shown in the external 

debt registration and management system, 

D-AIDA 2.

The office then produces, from the D-AIDA 

system, a payment order; statement 

indicating money owed and credit advice. 

These documents are signed by the Director 

of the DDI and then by the Minister of 

Economy and Finance (the Minister) and then 

delivered to the TG. The latter then asks the 

BCEAO to debit its current account of the 

amount needed and return certified invoices 

of amounts paid. These are then sent to the 

Controller of Financial Operations at DGCPT 

and finally to the DB which will processes the 

payment orders.

On the other hand, domestic debt servicing, 

follows the normal expenditure chain. 

Once the securities issue is finalized, the 

TG tabulates the maturity dates in an Excel 

file which is concurrently monitored by the 
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BCEAO. At maturity, the BCEAO sends a 

notice to the TG indicating payable amounts 

which are then verified by the TG before 

tendering a transfer order to the BCEAO. 

The accounts of securities/ bond holders are 

credited from a special TG account, which in 

turn sends the notices of payment to the DGF 

which then informs the DB.

I.2.d Contraction of external debt 

External financing needs are conveyed by the 

relevant line ministries. When a sector-based 

ministry formulates a project, the latter is sent 

to the MEF for inclusion in the budget. Upon 

receipt, the MEF entrusts it in principle to the 

DGP which then proceeds to an economic, 

social and financial evaluation to ensure its 

viability and compliance with the objectives of 

the Strategy Document for Poverty Reduction 

(PRSP). The project file that is deemed viable 

and consistent with the PRSP is presented to 

the DCEF for funding. Upon receipt of the 

dossier, the DCEF first checks whether the 

project can be financed by state resources. 

If this is not possible, the DCEF makes a 

funding request to a donor.

The DCEF initiates the search for funding from 

donors and convenes preparatory meetings 

with DDI and ministries once the draft 

agreements for loans have been received. In 

the case of a positive response from a donor 

on the funding request, the DCEF takes 

the necessary measures to prepare for the 

commencement of negotiations, including 

calling for a preparatory meeting with the DDI 

and concerned ministry. The DCEF can then 

seek the advice of the DDI if it is not clear 

that the loan conditions meet the minimum 

concessionality level of 35%.The DCEF then 

enters the projects and the corresponding 

amounts in the three-year national investment 

program (PTIP), which is part of the annual 

Budget Bill. The DDI also deals with legal 

matters pertaining to draft loan agreements, 

or even sometimes the AEJ if necessary. The 

DDI and the DCEF and also participate in 

loan negotiations. Loan agreements are then 

signed by the Minister. A legal opinion issued 

by the Supreme Court is required for the loan 

to come into force. 

I.2.e National debt contraction 

The procedure for the issuing of treasury bills 

and bonds begins by the DGCPT making 

an annual schedule outlining the issuing of 

government securities/ bonds on primary 

markets with specified amounts and periods, 

which is then transmitted to the BCEAO in 

its capacity as a financial advisor to the 

State in such matters. This procedure does 

not specify/ define the amount to be raised 

on the secondary market; which is not very 

active in the WAEMU. The major instruments 

and method is the selling of bonds and bills 

through a tender. Senegal experimented with 

syndication for a 2007bond issue.
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To issue Treasury bonds and bills, the TG 

contacts the BCEAO to highlight their 

necessity and preparatory meetings are 

held to map the way forward. The BCEAO 

then prepares briefing notes (advice notes 

concerning T-bills and bonds) which it 

publishes in local and regional newspapers 

a week in advance. Once bids have been 

received, an Adjudication Committee 

consisting of the DGCPT, the DDI, and the 

DB BCEAO meets and minutes are prepared 

after this meeting and the BCEAO has the 

responsibility of informing beneficiaries via 

the local press. This tender process has often 

managed to raise (100%) of the total amount 

it set out to raise thanks to the involvement 

and coordination of the BCEAO which follows 

market liquidity trends at regional level. Bank 

accounts are automatically debited to the 

treasury account. A repayment schedule is 

then established and maintained by both the 

BCEAO and the DGCPT.

As for bond syndication, the contraction 

process includes Holding and intermediary 

companies (SGI) who act on behalf of 

the State. The SGIs prepare and publish 

advice notes which contain all the aspects 

of the transaction, including bullet payment 

procedures.

I.3 National debt within 
the National budgeting
framework and treasury 
management

Budget formulation for the State of Senegal 

is the responsibility of the MEF, involving the 

DPEE, the National Agency of Statistics and 

Demography (ANSD), the DB, the BCEAO, 

the DCEF, the DDI, the Customs and Taxation 

Directorate, and the departments in charge 

of expenditure within the DGCPT. Budget 

drafting is carried out by analyzing various 

parameters such as national accounts; the 

(TOFE), the PTIP, the balance of payments 

and monetary situation, involving sector-

based ministries in the negotiation process in 

order to balance this of government policy 

mechanism.

by the formulation of a medium term (3 

years) macroeconomic agenda by the 

DPEE. This agenda is consistent with 

growth projections seen in the balance 

sheets of real sectors as provided by the 

ANSD, resource mobilization strategies 

provided by the DPEE are based on 

national balance sheet and the TOFE.

basis of projected income and expenditure 

made by the productive sectors and 

financial authorities. The drafting of 

the TOFE forecast in Senegal is the 
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responsibility of the DPEE. The process 

begins with a circular from the MEF and 

the organization of internal meetings 

within MEF, involving units such as the 

revenue authorities (taxes, customs) and 

those in charge of expenditure (DGCPT 

and expenditure support services such 

as the DCEF, the DDI, etc.).. These 

Units then proceed to a monthly and 

annual projection of revenue and of 

government expenditure –operations 

and investments identify funding needs. 

Once this project has been developed 

and regularized (identification of funding 

sources for settlement), it will be subject 

to approval by the MEF, which validates 

its contents, taking into consideration 

quantitative results expected from the 

above mentioned Units.

process also takes into account the 

line up of external aid disbursements 

committed to multilateral and bilateral 

projects - provided by the DDI and the 

DCEF through the PTIP and the plan for 

the disbursement of outstanding loans  - 

the projection of new external financing 

made by the DCEF, and the amount 

to be raised from domestic market 

borrowing financing. Domestic market 

borrowing financing is the settlement 

variable identified by the DPEE. Total 

expenditure is determined by the DPEE 

and communicated to the DB.

concerned units, presenting time lines, 

modalities and the nature/ quality 

of information required for budget 

formulation. Then, on the basis of the 

strategic planning results, economic 

budgets are prepared and budget 

consultative conferences are organized 

by the DB and the DCEF with sector-

based ministries. These budget 

consultations are intended to formulate 

budget tradeoffs on the sector-based 

amounts allocated in terms of investment 

and operations and selecting projects 

eligible for such assistance from the 

State.

budget is prepared and submitted for 

approval to the MEF and the Council 

of Ministers. Once the Government’s 

opinion has been integrated, the Budget 

Bill is passed to the National Assembly 

with a set of appendices including that 

relating to the annual debt strategy 

as envisaged by provisions of law 

N°09/2007/CM/UEMOA of 04 July 

2007 setting guidelines for a National 

debt policy and the management of 

National debt to which Senegal is 

a signatory. The National Assembly 

receives the draft for consideration no 

later than October and it is only after this 

institution has voted on it, at the latest, 

by the end of October that the budget 
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proposal becomes an official document 

as per the Budget Bill.

Furthermore, cash management/cash pooling 

is based on a cash flow plan prepared by 

the Statistical Service of the TG, based on 

the TOFE and the macroeconomic strategic 

plan. Since there is no treasury committee, 

the plan is implemented and followed 

by the DT, in particular by the Treasurer 

General. Cash flows are managed primarily 

through the Treasury’s current account at the 

BCEAO. The management of these flows is 

generally centralized. This current account 

at the BCEAO Treasury is monitored daily 

and monthly based on reconciliations. This 

account is paid quarterly at the BCEAO 

operating account rate.

Finally, since the current practice is only 

meant to control spending, there is still no:

and monitoring mechanisms);

the mandates, responsibilities, limits and 

guidelines for managing the national 

treasury;

providing clear guidance on strategic 

decisions (strategic reserves, choice of 

instruments, timelines and regularity/

timing of market interventions, risk 

management provisions, surplus cash 

management modalities, etc.).
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II

MACROECONOMIC ANALYSIS OF DEBT

II.1 Recent developments in the 
Senegalese economy

Since 2006, Senegal’s macroeconomic 

performance has declined, reflecting in 

part the effects of the food and oil shocks. 

Over the 2006-2008 periods, the average 

annual Gross Domestic market borrowing 

Product (GDP) growth stood at 3.5 percent, 

inflation increased on average over the same 

period to 4.5 percent, almost touching the 

6 percent mark in 2007 and 2008, and 

fiscal and external deficits deteriorated. 

The deterioration of the macroeconomic 

environment appears not to have raised 

questions concerning the sustainability of 

the National debt: the latest analysis of the 

sustainability of the national debt made by 

the Government, the World Bank and the IMF, 

has shown that the risk remains low. However, 

proper implementation of national policies 

(PRSP, CAS) has been greatly undermined. 

The Government’s response to external crises 

has been largely fiscal, causing disruptions 

in financial performance and cash flow 

management.

The 1994-2005 period was marked by a 

sustained GDP growth of around 5 percent, 

a controlled inflation and managed national 

and external deficits. Growth in consumer 

prices remained at less than 3 percent 

throughout the said period and the budget 

deficit hovered around 3 percent with a 

generally positive basic fiscal balance 

providing adequate coverage of current 

expenditures and investments from both 

internal sources and its own resources. 

Thus, during this period, external resources 

mobilized by Senegal were entirely devoted 

to carrying out investment projects. At the 

same time, social indicators also improved. 

The number of people living below the 

poverty line rose from 67 percent in 1994 

to 50.6 percent in 2005. The enrollment 

rate in primary schools and the vaccination 

of children aged from 0 to 11 months saw 

significant increases, boosted by sustained 

growth in resources allocated to the education 

and health sectors, including those from the 

Heavily Indebted Poor Countries Initiative 

(HIPC).

The financial and economic conditions 

remained sluggish in 2008 and 

2007,consecutively, in a context marked by an 

unfavorable global economic environment. 

The effects of the economic crisis are felt 
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through the contraction of private investment, 

reduced tourist arrivals as well as declines in 

remittances from Senegalese in the Diaspora. 

Moreover, a decline in global demand has 

led to a fall in food and energy prices and in 

turn, a decline in domestic market borrowing 

prices in 2009 following dramatic increases 

in 2007 and 2008 (6%). Despite the private 

sector settling many of its debts to the state, 

economic activity has been slow to pick 

up. In fact, real GDP growth was at 1.5% 

in 2009 against a figure of just over 2% in 

2008, supported mostly by the performance 

of the primary sector (agriculture) and to a 

lesser extent by the secondary sector. The 

traditionally highly dynamic service sector 

suffered the effects of the international 

economic crisis and the effect of lower 

domestic market borrowing demand.

The 2010 macroeconomic outlook depends 

on the resumption of global economic 

activity and on the pursuit of corrective 

measures and growth targets, principally 

those contained in the guidelines of the 

third generation Poverty Reduction Strategy 

Document (PRSP) for the 2010-2013 period 

and the Economic and Financial Program 

supported by the Economic Policy Support 

Instrument (PSI) of the International Monetary 

Fund (IMF). Growth is projected at 3.4% on 

the assumption of maintaining relatively high 

oil prices, good performance of the primary 

sector, with then help of good performance 

in the agricultural sector, the continued 

recovery of the secondary sector as well as a 

resurgence of the tertiary sector after a slight 

decline in 2009.

The 2009 fiscal year will be marked by 

a sharp slowdown in budgetary revenues 

and an overall tighter control of national 

spending. Fiscal revenues will be $ 1.1217 

trillion compared to $ 1.1529 trillion in 

2008, representing a decrease of 2.7% 

linked to non-tax revenue and to a lesser 

extent tax revenues. Total expenditure and net 

lending will experience an increase of 1.9% 

in conjunction with rising capital expenditure 

and ongoing expenses. Overall, national 

deficit is estimated to be at 294.4billion or 

4.9 % of GDP against a figure of 4.6% in 

2008. The budget deficit (excluding HIPC 

and MDRI) will be 2.9% of GDP against 0.8% 

of GDP in 2008.

Fiscal management in 2010 should benefit 

from the anticipated recovery in economic 

activity which will allow a satisfactory 

recovery of revenue. These are expected 

to go up 9.5%, while total spending would 

increase by 3.8%. In total, the overall 

balance (on commitment basis) forecasts a 

deficit of 288.2 billion (4.5% of GDP), an 

improvement of a 0.4 percentage point of the 

GDP compared to 2009. The basic balance 

of payments(excluding HIPC and MDRI), is 

projected to have a deficit of 97.2 billion 
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or 1.5% of GDP. In 2009 external trade will 

be characterized by a balance of payments 

surplus of 96.3 billion, after the 88.4 billion 

deficit recorded in 2008. This situation 

is explained by a lowering of the current 

account deficit reflecting a decline in imports 

that is greater than exports, coupled with 

the good performance of capital accounts 

and financial transactions. The deficit on the 

current account balance is expected to be 

8.5% of GDP in 2009 against 14.2% in 2008 

and is estimated at 9.4% of GDP excluding 

grants. In 2010, trade with the rest of the 

world should result in a marked improvement 

in the current account deficit compared to 

2009 (8.3% of GDP against 8.5% in 2009), 

combined with an improved balance of 

capital and financial transactions. Overall, 

the balance of payments is expected to be in 

equilibrium. In 2009 the monetary situation 

will be characterized by an increase of 96.3 

billion in net external assets, representing an 

increase of 3.3% of internal credit due to 

a2.7% reduction of loans to the economy, 

with net credit to the State increasing upwards 

from 93.6 billion, and money supply growing 

by 8.0%. A stabilization of net external assets 

is expected in 2010, which should remain 

at2009 levels, a 16.8% increase in domestic 

market borrowing credit and a 12.6% growth 

of money supply are also expected in 2010.

II.2 Profile and evolution of debt 
indicators

II.2.a External debt profile

Figure 2: Graph showing the evolution Senegal’s external debt 
stock (Current / Actual U.S. $)
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During the 60s external debt arrears were 

relatively low. The debt stock rose from 0.04 

billion CFAF in 1960 to 12.3 FCFA in 1970. 

In the course of this decade, the GDP to debt 

ratio reached a peak of 5.1% in 1970.

As can be seen in Figure 1, from the late 

60’s, outstanding debt grew steadily despite 

some fluctuations. The inflection of the curve 

representing the evolution of external debt 

allows us to distinguish four sub-periods: 

1970 - 1986; 1987 - 2003; 2003 - 2006 

and 2006 to the present. Debt levels increased 

sharply between 1970 and 1986, with an 

average annual growth rate of nearly 37%.  

The debt levels have multiplied by 110.7in 

fifteen years. The difficulties linked to this 

debt explosion and development programs 

carried out with the help of the IMF and the 

World Bank helped reduce debt growth rates 

to more reasonable levels between 1986 

and 1988.

We see a stagnation of the external debt 

in the second sub-period since its variation 

remains constant.

In the third period, we see a considerable 

drop indebt stock.

At the end of 2009, outstanding external 

debt (including to the IMF) stood at 1.6244 

trillion CFA francs against 1.1716 trillion in 

2008, representing an increase of 38.6%. 

This upward trend which has continued since 

2007 after cancellations received under the 

MDRI in 2006, is due to external financing of 

large State investment programs, especially 

in infrastructure, drawing from IMF resources 

under the Facility Against Exogenous Crises 

(CFE) program, but also by financing to 

the tune of $ 200 million (approximately $ 

90 billion F CFA) sourced from the London 

market in December 2009.

Multilateral debt, which stood at 973.8 

billion, represents 59.9% of the external 

debt stock in 2009. The World Bank Group 

is, through the International Development 

Association, the largest contributor with $ 

480.9 billion CFA francs or 49.4% of all the 

multilateral debt.

Bilateral debt fell from 453.6 to 559.5 billion 

between 2008 and 2009. Arab donors such 

as Kuwait and Saudi Arabia represent almost 

45%, while OECD countries, led by France, 

hold 34% in 2009 against 28.9% in 2008. 

Furthermore, in December 2009 Senegal 

mobilized$ 200 million U.S. dollars, or 

about 90 billion CFA francs in its first bond 

issue on the international market to complete 

the financing of the Dakar Diamniadio toll 

motorway. The issue was for a period of 5 

years, with an 8.75% interest rate and a 

9.125% yield. The principal is ultimately 

expected in 2014. Commercial debt, 

meanwhile, remains very low, with a stock of 

1.0 billion CFA francs.
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Table 2: Outstanding External Debt according 
to donor categories as seen in recent years

AMOUNTS IN BILLIONS OF 
FRANC CFA

DONORS
CATEGORIES

2006 2007 2008 2009

MULTILATERAL LOANS 490.3 612.13 716.35 973.81

IDA / IBRD 294.4 358.21 417.84 480.89

ADB / ADF 47.92 66.718 89.06 101.32

IMF 10.8 10.8 28.8 163.20

OPEC/BADEA / IDB 71.16 99.839 100.41 136.81

EIB / EDF 7.53 11.37 11.05 10.42

OTHERS 58.47 65.197 69.19 81.17

BILATERAL LOANS 369.6 353.45 453.57 559.52

OECD COUNTRIES 84.47 60.222 131 190.53

ARAB COUNTRIES 229.6 235.04 248.62 252.72

OTHER 55.48 58.19 73.95 116.27

COMMERCIAL DEBT 4.5 2.889 1.69 1.02

EUROBONDS 90.00

TOTAL EXTERNAL DEBT 864.37 968.47 1171.61 1624.34

Source: DDP / DDI / MEF

Table 3: Structure of external debt (%)

Multilateral
Debt.

Bilat debt. Com. Debt Rescheduled 
debt.

Total

1960 15,4 17,9 66,7 0,0 100,0

1961 15,8 18,4 65,8 0,0 100,0

1962 16,2 18,9 64,9 0,0 100,0

1963 16,7 19,4 63,9 0,0 100,0

1964 17,6 20,6 61,8 0,0 100,0

1965 18,2 21,2 60,6 0,0 100,0

1966 18,8 21,9 59,4 0,0 100,0

1967 95,8 1,2 3,0 0,0 100,0
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Multilateral
Debt.

Bilat debt. Com. Debt Rescheduled 
debt.

Total

1968 65,8 33,4 0,8 0,0 100,0

1969 32,0 40,0 28,0 0,0 100,0

1970 25,3 32,5 42,2 0,0 100,0

1971 26,3 44,4 29,3 0,0 100,0

1972 27,0 54,6 18,4 0,0 100,0

1973 17,5 48,8 33,6 0,0 100,0

1974 19,1 31,9 48,9 0,0 100,0

1975 23,5 26,2 50,3 0,0 100,0

1976 22,3 22,6 55,1 0,0 100,0

1977 24,5 23,8 51,7 0,0 100,0

1978 27,8 24,7 47,6 0,0 100,0

1979 30,0 22,4 47,6 0,0 100,0

1980 40,3 24,8 34,8 0,2 100,0

1981 44,3 24,6 25,6 5,5 100,0

1982 44,8 25,7 17,8 11,7 100,0

1983 42,3 27,6 15,3 14,9 100,0

1984 42,1 31,0 11,2 15,8 100,0

1985 39,2 34,3 8,7 17,8 100,0

1986 40,3 34,0 8,6 17,1 100,0

1987 42,5 34,1 7,5 15,9 100,0

1988 47,0 32,6 6,4 14,0 100,0

1989 57,3 24,9 6,1 11,7 100,0

1990 56,6 28,1 5,3 10,1 100,0

1991 61,3 28,3 2,9 7,6 100,0

1992 67,4 26,3 1,9 4,5 100,0

1993 70,9 25,6 0,8 2,7 100,0

1994 77,0 21,2 0,2 1,6 100,0

1995 75,6 21,4 0,1 2,9 100,0

1996 73,5 20,9 2,6 3,0 100,0

1997 74,3 19,8 2,8 3,1 100,0

1998 65,8 16,9 2,5 14,8 100,0

1999 67,4 15,8 2,8 14,0 100,0
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Multilateral
Debt.

Bilat debt. Com. Debt Rescheduled 
debt.

Total

2000 59,3 24,5 3,2 13,0 100,0

2001 42,5 34,1 7,5 15,9 100,0

2002 47,0 32,6 6,4 14,0 100,0

2003 57,3 24,9 6,1 11,7 100,0

2004 56,6 28,1 5,3 10,1 100,0

2005 61,3 28,3 2,9 7,6 100,0

2006 67,4 26,3 1,9 4,5 100,0

2007 70,9 25,6 0,8 2,7 100,0

2008 77,0 21,2 0,2 1,6 100,0

2009 75,0 22,6 0,4 2,0 100,0

Source: DDI

Table 3 clearly indicates that multilateral debt 

accounts for most of the external Senegal’s 

debt. The percentage of this form of debt 

has increased steadily since the early 70s. 

In 1999 it represented over two thirds of the 

country’s total debt. From 1969 to 1999, 

multilateral debt represented 45% of total 

debt. The minimum level reached was 17.5% 

and the maximum was about 77%. The 

standard deviation indicates a high variability 

around the average.

Bilateral debt constitutes the second highest 

form of debt. It represents over a quarter of 

total external debt in the period under review. 

It reaches a peak of 55% and a minimum 

of 16%.

The portion taken up by Commercial debt 

(particularly export credits) was relatively high 

during the 70s, i.e. the period when access 

to international private credit was relatively 

easy, what with the recycling of petrodollars. 

It represented an average of one fifth of the 

total debt, rising to about 55% in 1977. 

II.2.b The evolution of basic debt 

indicators

The evolution of external debt is best 

appreciated from a comparison between 

debt stock and debt service and indicators 

reflecting the solvency and liquidity of the 

economy under consideration. The indicators 

taken into consideration are the following 

ratios: Outstanding debt / GDP, debt stock/

export of goods and services, debt servicing/

exports and debt servicing / tax revenue.
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Table 4: Evolution of external debt indicators (%)

Years DET / GDP DET / EXP SDET / EXP Serdet / RF

1960 0,03 0,09 nd nd

1961 0,02 0,10 nd nd

1962 0,02 0,09 nd nd

1963 0,02 0,10 nd nd

1964 0,02 0,09 nd nd

1965 0,02 0,08 nd nd

1966 0,02 0,07 nd nd

1967 0,29 1,51 nd nd

1968 1,01 4,54 nd nd

1969 3,44 14,26 nd nd

1970 5,09 19,28 nd nd

1971 5,35 21,28 nd nd

1972 5,13 17,22 nd nd

1973 7,54 27,26 nd nd

1974 11,05 26,61 nd nd

1975 11,87 33,56 nd nd

1976 16,74 47,48 nd nd

1977 21,07 50,10 6,71 16,03

1978 27,66 94,19 20,07 29,89

1979 29,20 94,42 15,61 26,38

1980 39,19 145,73 24,31 31,18

1981 54,66 176,59 22,14 33,30

1982 58,22 176,56 21,08 36,03

1983 74,01 233,26 22,23 36,50

1984 81,28 222,37 21,69 41,18

1985 69,56 243,25 25,90 40,60

1986 64,82 253,69 28,79 40,83

1987 66,26 275,16 30,55 40,50

1988 64,04 281,45 34,40 46,72
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Years DET / GDP DET / EXP SDET / EXP Serdet / RF

1989 53,82 201,80 32,08 49,94

1990 45,36 178,31 26,12 36,77

1991 47,12 184,06 24,20 31,61

1992 44,86 200,20 22,67 27,63

1993 49,49 223,07 27,09 36,13

1994 70,42 218,42 24,25 52,43

1995 66,54 206,98 21,02 41,23

1996 63,71 216,09 21,25 37,69

1997 64,80 221,88 20,89 36,01

1998 70,44 234,91 17,23 30,77

1999 71,29 239,17 16,82 28,94

2000 54,66 176,59 22,14 33,30

2001 58,22 176,56 21,08 36,03

2002 74,01 233,26 22,23 36,50

2003 81,28 222,37 21,69 41,18

2004 49,49 223,07 27,09 36,13

2005 70,42 218,42 24,25 52,43

2006 66,54 206,98 21,02 41,23

2007 81,28 222,37 21,69 41,18

2008 69,56 243,25 25,90 40,60

2009 66,26 275,16 30,55 40,50

Source: DDI, BCEAO, DPS 
DET: Outstanding External Debt

GDP: Gross Domestic market borrowing Product
EXP: exports of goods and services

SDET: External debt servicing
RF: Tax Revenue
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The evolution of these indicators is presented 

in Table 4. The debt / GDP ratio increased 

steadily over the period 1960 to 1984. A 

decrease is only seen from 1985 and this 

trend continues during the medium and long 

term adjustment program (1985-1992). The 

indicator increased by 20 points in 1994 with 

the devaluation of the CFA. The combined 

effects of the measures accompanying 

devaluation which took the form of debt 

forgiveness and the subsequent growth 

acceleration resulted in a decrease in the debt 

/ GDP ratio in 1995 and 1996. But faster 

debt growth compared to the GDP led to a 

further rise in the debt / GDP ratio, increasing 

to 71.3% in 1999. The debt to exports ratio 

demonstrated a strong growth between 1960 

and 1988.  It reached its highest level of 

281.4% during this year. From 1992, despite 

fluctuations, debt growth followed a rising 

trend until it stood at 239.2%. 

II.3 Sector-based allocation of 
external debt

Sector-based allocations of external debt are 

presented in Table 3. An analysis of this table 

reveals two facts: on one hand the sale ability 

of debt and the infectiveness of its impact on 

the productive sector (IV.1.1) and on the other 

the low levels of human capital financing and 

support to the social sector. 

II.3.a Debt saleability and the   

ineffectiveness of its impact on 

the productive sector

The loans contracted by the Senegalese 

government since 1960 have been broken 

down according to sectors in Table 13. It 

is clear from this table that debt incurred to 

support the Treasury (balance of payments 

support, budgetary aid, structural adjustment 

loans) takes up the highest percentage of the 

total contracted loan. Accumulated drawings 

of this type of debt amounts to nearly 930 

billion FCFA, or about one third of the total 

debt. In cases where financial resources are 

not meant for normal developmental projects, 

this form of debt has a particularly fungible 

character (financing budget and balance of 

payments deficits). It also illustrates the fact 

that the Senegalese government became 

mostly indebted to the Bretton Woods 

institutions, via concessional loans meant to 

support stabilization and structural adjustment 

programs implemented since the early 80s. 



Analysis of the Loan Contraction Process and Management in Senegal

34

Table 5: Sector-based Allocation of Debt

Sectors Drawings
(Millions FCFA)

Proportion 
(In%)

Treasury 929229 32,32

Industry 519743 18,08

Agriculture 433160 15,07

Transportation 329721 11,47

Other (various) 108252 3,77

Education 88648 3,08

Banking Syst. & Finance 84872 2,95

Communication 58035 2,02

Institutional Support 55230 1,92

Water 54094 1,88

Urban Housing 45700 1,59

Fishing 44737 1,56

Social Development 33825 1,18

Sanitation 32161 1,12

Health 17578 0,61

Tourism 10865 0,38

Forest 10786 0,38

Animal husbandry 10520 0,37

Local communities 7593 0,26

Culture 170 0,01

TOTAL 2874919 100,00

Source: DDI / MEF
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Other sectors that have benefited the most 

from external debt are industry (18.08%), 

agriculture (15.07%) and transport (11.47%). 

However, these different sectors have faced 

persistent constraints that they did not 

experience strong growth as evidenced by 

the recorded performance.

Industry received nearly 520 billion. This 

funding failed to rejuvenate this sector 

since industry’s contribution to the GDP is 

relatively stagnant at below 16%. It increased 

from 13.5% in 1979 to 15.5% in 1989 and 

15.8% in 2000. The manufacturing sector’s 

contribution to the GDP increased from 11.1% 

in 1979 to 13.3% in 1989 and to 13.6% in 

2000. Senegal is still far from achieving the 

25% threshold set for “emerging” countries.

Agriculture’s still continues its 
downward trend
Although the sector employs nearly two-

thirds of the total labor force, its share in the 

GDP is now below 10%. It increased from 

17.3% in 1979 to 10.1% in 1989 and to 

9.5% in 2000. The rural population is faced 

with several challenges (illiteracy, lack of 

community facilities, difficult living conditions) 

and poverty is much more prevalent in rural 

areas than the rest of the country.

The transport sector has shown some 

improvement with the implementation of 

the Transport Structural Adjustment Program 

(PAST). Road use is the main mode of 

transport (90% of the movement of persons 

and 90% of freight). While considerable 

efforts have been made to rehabilitate the 

road network, transport infrastructure density 

varies greatly from one region to another: it 

is 55.45 km/100km2 in Dakar compared to 

4.73 km/100km2 in St. Louis. In addition, 

the road network is poorly connected to 

neighboring countries, and the network 

linking major productive regions poor, with 

and some peripheral regions (Northern, 

Southern and Eastern parts of the country) 

being partially or completely isolated. 

II.3.b Low human capital funding levels 

         and weak support for social             

         development

Human capital promotion (education, health) 

and social development is now a top priority 

for governments and development partners. 

However, a review of debt allocations clearly 

shows that the country’s external debt policy 

did not make support for these sectors a 

priority. Indeed, education only received 

slightly over 3% of total debt, health 0.61% 

and social development 1.2%. In addition to 

water supply systems and sanitation which 

both play a fundamental role in improving 

the living conditions of the poor received 

1.88% and 1.12% respectively of the total.

Education, which is prioritized in the state’s 

operating budget, is given a different status 
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regarding the allocation of resources sourced 

from outside the country.

Insofar as external funding represents the 

main mode of financing investment, it can 

be deduced that state intervention in this 

sector is mainly in the form of operating 

expenses (teacher recruitment, salaries and 

other recurrent costs). This impression is 

confirmed by the management of capital 

expenditure (classrooms) by parents and non-

governmental organizations. We hope to see 

a reversal of this past trend with the advent of 

the HIPC Initiative which has prioritized the 

fight against poverty and the promotion of 

the social sector.
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III

ANALYSIS OF DEBT PERFORMANCE INDICATORS

A set of 15 performance indicators aim to 

measure government performance and  

capture  the  elements  recognized  as  being  

indispensable  to  achieving  sound debt  

management  practices. The  performance  

indicators  encompass  the  complete  

spectrum  of  government  operations,  as  

well  as  the  overall  environment  in  which  

these  operations  are conducted and any 

related procedures, such as issuance of loan 

guarantees, loans, cash flow forecasting and 

management of cash balances.

The performance  indicators  do  stipulate  

a minimum  level  that  should  be  met  

under  all  conditions. Consequently,  if  

the  assessment  shows  that  the  DeMPA  

minimum  requirements are not  met,  this  

will  clearly  indicate  an  area  requiring  

reform  or  capacity  building  or both.

The Debt Management Performance 

Indicators (DPIs) have one or more dimensions 

linked to the subject of the DPI. Each of these 

dimensions should be assessed separately. 

An aggregate score of each indicator is then 

based on the assessments for the individual 

dimensions of the indicator. The scoring 

methodology will assess each dimension 

and assign a score of either A, B, or C, 

based on the criteria listed. If the minimum 

requirements set out in C are not met, then 

a D score should be assigned. In the cases 

where a dimension cannot be assessed, an 

N/R (not rated or assessed) score should 

be assigned. Special attention was given to 

the consideration of the C scores for each 

dimension in each indicator.  A  score  of  C  

indicates  that  a  minimum  requirement  for  

that dimension  has  been  met.  A  minimum  

requirement  is  considered  the  necessary 

condition  for  effective  performance  under  

the  particular  dimension  being measured.  

A  score  of  D,  which  indicates  that  the  

minimum  requirement  has  not been  

achieved,  signals  a  serious  deficiency  in  

performance,  requiring  priority corrective 

action to be taken. The A score reflects sound 

practice for that particular dimension of the 

indicator. The B score is an in-between score, 

lying between the minimum requirements 

and sound practice for that aspect.


