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PREFACE

Domestic public debt is not a new phenomenon for developing countries. In the 
face of  budget deficits, against a backdrop of  drying up of  concessional lending 
and reduction in development assistance due to the impact of  the global financial 
crisis among others, borrowing from domestic markets becomes a viable option. 
However far less attention has been given to domestic debt in development policy 
discussions. The efforts over the years have been centred on external debt where 
much focus has been on the HIPC and MDRI initiatives. While there has been a 
remarkable policy shift on external debt following implementation of  HIPC and 
MDRI in a few developing countries, AFRODAD has seen the emergence of  a 
new threat in debt management due to domestic borrowing which is not under the 
same scrutiny as external borrowing. 

Domestic debt has been used to finance primary deficits and implement 
monetary policies in most African governments, such that in some countries 
domestic debt now constitutes a large share of  the total debt stock. AFRODAD 
believes that reforms in debt management are critical to avert a vicious cycle of  
recurring debt burden. If  domestic debt is not kept sustainable it will erode the 
benefits accrued from initiatives like HIPC and MDRI which had improved the 
fiscal space by freeing resources on the trajectories of  pro-poor development 
policies in most HIPC countries.

Domestic debt can be beneficial if  used for the right purposes. However, 
enormous levels of  domestic debt may have a negative effect on financial stability. 
Arguments against domestic debt include the crowding out effect on private 
investment and its subsequent effect on economic growth especially in countries 
with relatively narrow domestic markets. Domestic debts also affect the level of  
interest rates as they make borrowing expensive due to the relatively narrow 
investor base and  the monopolistic tendencies of  most investor groups in Africa. 
Furthermore, domestic debt service absorbs a significant amount of  government 
resources which could be used for social services and other pro poor expenditures 
in the economy. 

The report analyses the linkages between domestic debt and economic 
development in Senegal with regards to the use of  domestic debt in the economy. 
It unpacks the legal framework and institutional structure for domestic debt 
contraction.  It analyses the structure and composition of  domestic debt in 
Zambia, providing an assessment of  the nature of  the relationships between 



different policy instruments for domestic debt acquisition and the role of  
different stakeholders in domestic debt management such as parliament, civil 
society and international financial institutions. Perhaps more critically the report 
concludes by giving actionable policy recommendations in improving aspects of  
domestic debt management in Senegal. AFRODAD hopes that the Senegalese 
government and other stakeholders will take the findings of  this report seriously 
and address the concerns contained there in. 

Collins Magalasi
Executive Director
AFRODAD 



The concern of  civil society organizations with the crisis of  external debt has led 
them to overlook the issue of  domestic debt and its impact on the economic and 
social policies of  African countries. With the substantial reduction of  the external 
debt within the different schemes of  the Multilateral Debt Relief  Initiative 
(MDRI) framework and the Heavily Indebted Poor Countries (HIPC) Initiative, 
more attention is being paid to domestic debt in a number of  countries. In West 
Africa, domestic debt has become a major concern over the last three years in 
countries like Senegal, Mali, Burkina Faso, Niger, Ghana and Cote d'Ivoire. 

If  government internal borrowing has always been part of  public policy in 
Senegal, domestic debt has become a hot political issue over the last three years. 
Several reasons explain this. First of  all, with the significant reduction of  the 
external debt, the country is getting less and less from its traditional “development 
partners”, despite the implementation of  political and economic conditionalities. 
The country is not getting any significant amount of  foreign direct investments 
(FDIs) either, despite its renewed efforts to make its environment more business 
friendly and more attractive.

The increase in domestic debt is also linked to the new policy aimed at avoiding a 
new external debt buildup. Moreover, in the pursuit of  this objective, the 
government has decided to give priority to grants and concessional lending, which 
sharply restricts its access to external sources. This option explains, among others, 
the need to implement a prudent fiscal policy by restricting spending and 
increasing resources notably through the improvement in tax collection.  

However, these resolutions did not hold when confronted with the government 
tendency to over spend. In fact, the accumulation of  domestic debt illustrates 
what critics call the profligate policies of  the Senegalese government. 

But another important factor in explaining the domestic debt crisis was the 
preparation of  the Summit of  the Organization of  the Islamic Conference (OIC) 
held in March 2008. For that preparation, the government undertook between 
2006 and 2008 huge public projects in infrastructures. Those projects were 
supposed to be mostly financed by Gulf  States and other donors from Arab 
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countries. But most of  them ended up being largely financed through internal 
borrowing. 

With the government's inability to repay that debt at due dates, several domestic 
companies found themselves in a deep financial crisis. As a result, economic 
growth has been choked off  and several key companies, especially in the 
construction and public works sector, are either running at half  capacity or shut 
down for lack of  cash flows. This has the effect of  exacerbating the economic and 
social situation illustrated by a sharp rise in unemployment, loss of  income and 
lower public spending, which translated into the deterioration of  public services, 
such as education and health. An important political fallout of  the domestic debt 
crisis has been the resignation of  two Ministers in charge of  the Budget within a 
year.

From the perspective of  the government, an unexpected negative impact of  the 
domestic debt crisis was Senegal's loss of  its ranking in the World Bank's Doing 
Business 2010. The government did everything it could to either keep its previous 
ranking as the first African country or even improve it to be on the top ten! So, the 
launch of  the report in September 2009 was a big disappointment to the 
government and it acknowledged that the domestic debt problem has not helped 
its cause.   

Apart from the economic, financial and political factors indicated above, the 
reasons behind the domestic debt crisis include non respect by the Ministry of  
Economy and Finance of  the legal and regulatory requirements; the passivity of  
the Parliament and the weakness of  the domestic private sector and regulatory 
bodies. A more assertive and vigorous National Assembly could have put a break 
on lax spending and borrowing policies. Likewise, stronger regulatory bodies 
could have detected in time the warning signs of  an impending domestic debt 
crisis and alert the government. Still, a stronger domestic private sector could have 
exerted a pressure strong enough to prevent the government from accumulating a 
level of  arrears that could cripple some of  the leading companies in the 
construction and public works sector.         
The only other stakeholder that seems to have some influence on the government 
is the IMF which has imposed conditionalities within the Policy Support 
Instrument(PSI) signed with Senegal in November 2007. However, it could not 
either prevent the breakout of  the domestic debt crisis.      

In light of  the above, the AFRODAD paper argues that the solution to the issue 
of  domestic debt requires deep legal, institutional and political measures. The 
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legal measures relate to empowering existing institutions to exercise effectively 
their oversight and control over public policies. Other legal measures include laws 
putting a cap on domestic borrowing and requiring that the Ministry of  Finance 
submit an annual report on the budget execution no later than three months after 
each fiscal year. This would help lawmakers get a good assessment of  how the 
fiscal law has been implemented. The other legal option is to make it mandatory 
for the Ministry of  Finance to submit its report to the Audit Court within six 
months after the end of  the fiscal year. 

At the political level, the government should learn to live within its means and 
avoid crippling domestic companies through the crowding out effect, especially 
when it claims that it is committed to promoting private sector development. The 
laws governing public procurement should explicitly make reference to giving 
priority to domestic entities in debt repayments since domestic entities have no 
legal control over repayment of  their debts .

Another important political change that would contribute to improving domestic 
debt management is to make the National Assembly a genuine center of  open and 
democratic discussions on the fundamental economic and social policies of  the 
nation. To support this objective, civil society organizations (CSOs) should take 
more interest in fiscal and budget policies and closely work with groups of  MPs to 
assist them in monitoring government policies on those issues. 

The existing missions and regulatory bodies need an overhaul to necessitate more 
freedom of  action, more autonomy and more efficient resource use. The Audit 
Court must be given the legal means to compel the Ministry of  Finance to submit 
regular reports on the execution of  budgets at the end of  each fiscal year. There is 
also need to improve coordination in recording and reporting debt statistics 
between the Ministry of  Finance and other agencies. To achieve this objective, key 
structural changes are needed to increase transparency and accountability. 
AFRODAD recommends for a better access to information for the public at 
large, the media and for the CSOs. 

There should be a real respect for democratic principles which call for the 
acceptance of  a system of  checks and balances that would enable the Parliament 
and the regulatory bodies to exercise their prerogatives as stipulated by the Law. 
AFRODAD proposes that a legal cap be put on the level of  domestic debt. This 
way, government knows the limits beyond which it cannot go. This will bring 
some kind of  restraint and discipline to government borrowing from domestic 
banks and companies.

EXECUTIVE SUMMARY 
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INTRODUCTION 

In 2008, the issue of  domestic debt made headlines in Senegal. One of  the main 
reasons for this is that the accumulation of  arrears on domestic debt by the 
government has severely affected many private banks and companies, especially 
in the construction and public works sector. Some of  these companies were 
running half  their productive capacity, others were almost shut down. This 
compounded the economic downturn, resulting in a sharp drop of  growth rate 
which fell from 4.7% in 2007 to 2.5% in 2008 (MEFP, 2009). Another important 
reason for the controversy surrounding the issue of  domestic debt is that it is seen 
by many critics as a symptom of  the poor management of  public finances by the 
President and his government, a policy that is affecting all sectors of  the national 
economy. Domestic debt service has engulfed 2.8% of  Senegal's gross domestic 
product which is becoming a major concern. Finally, the controversy about 
domestic debt reflects a wider problem of  transparency and accountability in the 
management of  the country's resources.

There have been warning signs of  the impending domestic debt crisis as 
exemplified by a widening budget deficit. The budget deficit relative to the gross 
domestic product (GDP) averaged 1.5% between 2000 and 2005 (Table 4) and 
jumped to 4% in 2006 according to the Ministry of  Economy and Finance 
(MEFP, 2007). But the budget deficit is a symptom of  a much higher public deficit 
as evidenced by the figures in Table 3. This explains the accumulation of  domestic 
debt arrears which reached a critical level of  1% of  GDP in 2008 following the 
huge investments in public infrastructures financed by domestic companies and 
banks.  

The main purpose of  this paper is to examine how domestic debt has become a 
major problem in Senegal and analyze its impact on the country's economic 
development and financial policies. To that end, it will investigate the key 
macroeconomic, institutional and legal framework behind the rise of  domestic 
debt. It will analyze the process which led to the accumulation of  domestic debt 
arrears and its impact on the country's economic development.

1
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More specifically, the paper will look at the links between domestic debt and fiscal 
policy; between domestic debt and external debt and how the domestic debt 
problem is affecting the relationships between the government and the private 
sector. 

The paper will examine the role of  the international financial institutions in 
domestic debt management, especially the role of  the IMF within the Policy 
Support Instrument (PSI) framework. The role of  Parliament and civil society 
organizations (CSOs) will be analyzed as well.   

General recommendations will be made on the key changes deemed necessary to 
improve domestic debt management and avoid the repeat of  the current crisis.

The methodology used for the investigation combines the analysis of  available 
data made public by the government and interviews with some senior 
policymakers at the Ministry of  Economy and Finance, members of  the private 
sector and representatives of  civil society organizations (CSOs). However, given 
the fact that the government may not disclose some critical information on 
domestic debt, the analysis of  available data gives only a partial picture of  the full 
history behind that debt. Therefore, interviews with senior officials and 
representatives of  the private sector helped narrow the gap between what is 
officially disclosed and the real story behind the published data.   

The Paper will be Organized as follows. 
The next section provides a brief  overview of  Senegal's external debt situation 
and examine the impact of  the HIPC Initiative and Multilateral Debt Initiative 
(MDRI). The following section will look at the links between external and 
domestic debt in the context of  “debt relief ” schemes. The growing use of  
domestic debt may be an indirect consequence of  external “debt relief ” that 
limits the possibilities of  external borrowing. In fact, the paper will show the link 
between the two later by providing data to support that claim (Table 2).   

To understand the origins of  the domestic debt build-up, the third section will 
analyze the financial policies followed by the government between 2000 and 2008 
before examining the economic, financial and political factors behind the crisis of  
domestic debt and its impact on the country's economic situation. After that, the 
paper will explore means and ways that could provide a lasting solution to the 
domestic debt problem by proposing a number of  regulatory, institutional and 
political changes deemed necessary. The last section will provide a summary of  
the key issues developed in the paper and concluding remarks.

15
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SENEGAL: FROM THE HIPC 
INITIATIVE TO THE MDRI 
FRAMEWORK 
Senegal was among the 14 African countries which benefited from the G8 
decision made in July 2005 in Gleneagles (Scotland) to cancel 100% the 
multilateral debt owed to the African Development Bank (AfDB), the IMF and 
the World Bank within the Multilateral Debt Relief  Initiative (MDRI). Senegal was 
admitted to the Heavily Indebted Poor Countries (HIPC) Initiative in January 
2000. It reached the Decision Point (DP) in June 2000 for a “debt relief ” of  850 
million US dollars in nominal terms or 488 million US dollars in net present value 
terms. This was supposed to result in 9% reduction of  its debt stock. After going 
through the crippling conditionalities imposed by the IMF and the World Bank, 
Senegal reached the Completion Point (CP) in April 2004. 

Between June 2000 and April 2004, actual “debt relief ” amounted to 164 million 
US dollars. With the MDRI, Senegal benefited from another “debt relief ” of  1866 
million US dollars. As of  July 2006, the total “debt relief ” obtained by Senegal was 
estimated at 1947 million US dollars (Dembele, 2008). Table 1 summarizes the 
stock of  external debt and the multilateral debt share of  that total. One can see 
that multilateral debt accounted for more than two-thirds of  the external debt 
stock between 2000 and 2003 before attaining its peak in 2004/2005 at 81%. After 
the Gleneagles decision, multilateral debt fell back to less than two-thirds, but still 
accounted for the largest share of  total external debt.       

Table 1: Total External Debt Stock and Debt Ratios (billions of CFA francs)

Item  2000  2002  2003  2005  2006  2007  2008  

External Debt  2418.9  2294.9  2024.7 1944.1 864.4 968.5  1171.6

GDP  3331.8  3717.6  3986.4 4582.3 4846.4 5351.8 5957.0

Debt/GDP (%)  72.6  61.7  50.8  42.4  17.8  18.1  19.7  

Multilateral Debt 1650.5  1503.4  1367.2 1574.2 490.3 612.1  716.4

Multi/Total (%)  68.2  65.5  67.5  81.0  56.7  63.2  61.1  

External Debt 

Service  

104.8  

2001  

2540.0 

3575.5 

71.0  

1642.0 

64.6  

87.9  116.4  113.9  

2004  

1864.6  

4242.8  

43.9  

1509.6  

81.0  

168.0  100.7  93.3  78.0  67.6  

 Source: Ministry of  Economy and Finance (MEF), Directorate of  Financial Cooperation (DFC) and author's own calculation
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Table 2: Links between domestic debt and external financial flows

As argued earlier, the rise in domestic debt is  linked to the reduction in external 
debt. The decline in external financing led the Senegalese government to turn 
more and more to domestic sources, with domestic private banks and service 
providers. 

For instance, the IMF is not providing any financial “assistance” with its new 
1instrument, the Policy Support Instrument (PSI) . However, bilateral and 

multilateral traditional lenders, including the World Bank, still need the IMF 
approval before making loans or grants to Senegal. In fact, the reluctance of  
bilateral and multilateral lenders to lend again to Senegal has narrowed the choices 
or alternatives available to the Senegalese government in financing its needs. Even 
though emerging countries from the South, like China, India, Brazil and others, or 
Gulf  states, are alternative sources of  financing, the pressure put on Senegal by 

2the IFIs (PSI requirements, among others) and warnings from Western countries  
tend to refrain the government from full utilization of  these sources.

Table 2 gives an indication of  the link between the rise in domestic debt and the 
stagnation or decline of  external financial flows, such as official development 
assistance (ODA), which is an important component of  external debt for low-
income countries, like Senegal. Therefore, it can be used as a good indicator of  the 
level of  financial flows to Senegal from bilateral and multilateral lenders. The table 
shows a stagnation of  ODA between 2000 and 2003. The sharp increase in 2004 
and in subsequent years can be largely attributed to the impact of  “debt relief ” 
schemes, such as the HIPC Initiative and the MDRI. In fact, Senegal reached the 
HIPC completion point in June 2004 and benefited from the MDRI in July 2005. 
So, the figures from 2004 onward reflect more savings on debt service than new 
external financing.
 
Furthermore, Senegal went to the Paris Club for debt rescheduling 13 times 
between 1981 and 2000. As a result, almost half  of  the nominal bilateral debt 
(44%) consists of  accumulated arrears carried over from one year to the other. 

 

 

 2000  2001  2002  2003  2004  2005  2006 2007 2008

ODA  425  416 446 454 1053 687 826 843 -

Domestic 
Debt

 

215.4  292.0  227.0  268.5  285.6  299.0  302.9 635.3 824.4

Source: AfDB Statistical Yearbook 2009 (online), External Debt and Financial Flows, 
VII-4, p. 316 & calculation by the author.

1 Except with its exogenous shocks facilities, consecutive to the food and energy crises  
2 For instance, Western countries seek to prevent Senegal and other African countries from falling “under the influence” of  China and other emerging 
countries. This is why they keep warning about the risk of  “new debt cycle” which has nothing to do with Africa's interests. The case of  the Democratic 
Republic of  Congo (DRC), which has signed a multi-billion deal with China, is the most talked about. 17
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The governance of  fiscal policy in Senegal is to be analyzed within the framework 
of  the West African Economic and Monetary Union (WAEMU) convergence 
criteria and IMF conditionalities. Within that framework, Senegal should strive to 
control public spending and increase fiscal revenues to achieve these objectives of  
fiscal policy: 
? achieving low fiscal deficits, if  not budget surpluses; 
? maintaining low inflation rates; 
?ensuring debt sustainability.

3.1 Control over Public Spending  

As stated earlier, Senegal has been under structural adjustment since the early 
1980s. Ever since, fiscal policy has been characterized by tight control over 
spending in order to keep the lid on prices and check on inflation. In fact, fiscal 
austerity is one of  the leading conditionalities of  the “Poverty Reduction and 
Growth Facility” (PRGF) of  the IMF. These consist of  low budget deficits or 
even surpluses. In 2000, Senegal was admitted to the HIPC Initiative by the IMF 
and the World Bank. This was associated with the intensification of  the pressure 
from these institutions on the Senegalese government to implement even more 
prudent fiscal policies to control inflation and avoid a new string of  borrowings 
that would lead to a new external debt crisis. 

To control public spending, the Senegalese government aimed to; phase out 
subsidies for several sectors and social groups; contain the wage bill and other 
current expenditure;  and better prioritize capital expenditure. 

To control public spending through the elimination of  subsidies and restraining 
the wage bill, the State retreated from most of  its traditional social policies. It 
eliminated subsidies aimed at supporting the prices of  staple food; or agricultural 
production. Moreover, spending on basic social services (health, education, 
public transportation, water; etc.) was drastically cut or reduced (still to get 
information). Furthermore, in order to pare down the wage bill, the government 
was compelled to downsize the civil service by freezing new recruitments and 
proposing voluntary departures for civil servants. 

GOVERNANCE OF FISCAL POLICY
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The prudent governance of  fiscal policy was also reflected in the policy of  
external indebtedness. Senegal pledged to give priority to grants and highly 
concessional loans in external financing and to reduce its guarantee for loans 
incurred by public enterprises in order to minimize the costs of  external debt 
service.

Table 3: Senegal Government Revenues and Expenditure (billionsCFA francs)

Notes:
(1) Excludes grants (revenues) and debt service (expenditure)
(2) Includes grants, debt service and Treasury Special Accounts
(3) Includes overall fiscal balance plus deficits of  local governments and Central 

Government Agencies as well as Social Security and public utility deficits 

3.2 Increase of  Government Revenues 

The second aspect of  fiscal policy governance was the increase of  government 
revenues. Three instruments were used to achieve this objective. The first was to 
improve tax collection by enhancing the efficiency of  tax administration. In 
addition to improving the skills of  the personnel, new types of  sophisticated 
software were installed to help improve the tracking of  tax evasion and assess the 
performance of  the different collecting units. Still, to improve tax collection, the 
Customs service was assigned to monitor more effectively smuggling and frauds 

 2000  2001  2002  2003  2004  2005  2006  2007  2008p  

Total Revenues  

- i nternal  

revenues  

51 6.6  

516.6  

100  

601.4 

601.4 

100  

938.7  

688.2  

73.3  

1030.4  

780.0  

75.7  

1117.6 

826.0  

73.9  

1249.8

943.5  

75.5  

1398.0 

1021.0 

73.0  

1558 .7  

1201.9  

77.1  

1579.0  

1255.8  

79.5  

417.7  490.5 956.7 1061.2 1141.4 1266.9 1414.5 1575.7 1591.5

98 .9  87.5 -18.0 -30.8 -23.8 -17.1 -16.5 -17.0 -12.5

Overall balance (2) -25.1  -29.0  -21.5  -35.3  -28.3  -22.6  -22.0  -22.0  -22.0  

-50 .0 -79.9 -85 .5 -91 .7 -110.3 -144.8 -295.6 -31 0.4 -363 .4

GDP  3331.8 3575.5 3717.6  3986.4  4242.8 4582.3 4846.4 5351.8  5957.0  

Public 

deficit/GDP (%)

1.5  2.2  2.3 2.3 2.6 3.2  6.1  5.8  6.3 

Basic balance (1)

Expenditure

Public deficit (3)

-(internal/total)

Source: Government of  Senegal, Ministry of  Economy and Finance (MEF), General Budget (fiscal years from 2000/2001 
to 2009/2010); AfDB/OECD: Africa Economic Outlook 2008 and National Committee on Political Economy: 
Debt Sustainability (July 2009). 
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from the country's borders and from the Dakar airport and port. The second 
instrument for increased tax revenues was the expansion of  the tax base by 
bringing in large chunks of  the informal sector which employs over 60% of  the 
urban population. To achieve this, the government attempted to impose formal 
accounting procedures in order to better assess the income of  that sector. 

Two Directorates were entrusted with increasing government revenues. One is 
the Directorate of  Taxes and Property,(DGID). It is responsible for collecting 
internal taxes on income and property. The second is the Directorate General of  
Customs (DGD), which is in charge of  collecting import taxes. This DGD had 
performed well over the last few years, except in the last quarter of  2008. The third 
instrument of  improved government revenues was the limitation or elimination 
of  tax exemptions. These policies resulted in the government not having budget 
deficits as illustrated in Table 3. 
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However, notwithstanding the pledge to follow a prudent fiscal policy and despite 
IMF pressure, Senegal was not able to keep total control over spending and a low 
budget deficit for an extended period. Pressing social needs and political 
considerations led the government to increase public spending. Beginning in 
2006, the budget deficit rose sharply following weak economic indicators and 
substantial salary increases decided by the President for most categories of  civil 
servants and for workers in public enterprises. As a result, the budget deficit 
jumped from an average of  2.18% of   GDP in 2000-2005 to over 6.0% of  GDP 
in 2006 (MEFP, 2007). But more than the budget deficit, it is the overall public 
deficit which explains the crisis of  domestic debt (Table 3). The increasing public 
deficit was in large part the result of  huge spending for political reasons and on 
projects in connection with the preparations of  the Summit of  the Organization 
of  Islamic Conference (OIC).   

4.1 Factors Behind Domestic Debt Accumulation

The figures in Table 4 show that, except for 2001, domestic debt has been fairly 
stable between 2000 and 2005, both in absolute numbers and relative to the gross 
domestic product (GDP). During that period, domestic debt was under control, 
accounting for less than 5% of  GDP. However, service on domestic debt began to 
get out of  control from 2005 and during the subsequent years. The situation 
deteriorated in 2007 and 2008. Several factors account for this deterioration.
 
Some of  these factors are objective economic and financial factors. On the 
revenue side, government fiscal revenues are mainly composed of  import duties 
(70% of  all revenues). With the growing liberalization of  trade, tariffs on 
numerous goods and services have been significantly reduced, with a negative 
effect on fiscal revenues. In the last quarter of  2008, there has been a sharp drop in 
government revenues, prompting it to turn to the IMF for an increase in the 
resources of  the Exogenous Shocks Facility (ESF), from 30 to 75% of  quota 
(SDR 121.35 million) and its extension, from 12 to 18 months (IMF, 2009:2).

THE DOMESTIC DEBT CRISIS 
AND ITS ECONOMIC AND SOCIAL 
IMPACT
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The revenue shortfall was also the result of  a deliberate policy of  the President 
who, in his drive to attract foreign direct investments (FDIs) decided in 2006 to 
cut corporate income tax from 33% to 25% (MEFP, 2007)! It is estimated that 
such a cut resulted in an average annual loss of  30 million US dollars for 
government revenues. This decision, according to the Ministry of  Finance aimed 
“to improve the business climate” in order to “raise Senegal's ranking in the World 
Bank's Doing Business indicators, and in particular to lift Senegal to the average 
level of  OECD countries over the medium term” (MEFP, 2007: 16). This 
decision contradicts the goal of  boosting revenues because this is a contraction of  
the tax base!   

But it is on the spending side where one can find the decisive factors in the 
domestic debt crisis. One of  these factors is political. In fact, 2007 was a crucial 
election year as Presidential and Legislative elections entailed huge public 
spending. It is believed that a substantial part of  the spending during the elections 
was the result of  services provided by domestic private enterprises. But in the lead 
up to these elections, the President decided to raise the salaries of  civil servants in 
key positions in the administration. This increase was criticized as a form of  
“corruption” in order to buy the loyalty and complicity of  these civil servants in 
rigging the elections.  

Of  course, not all the salary increases in 2007 were in the budget. But there is no 
doubt that these increases compelled the government to use domestic financing 
to meet its other obligations. Therefore, it is fair to say that huge salary increases 
have had a direct or indirect impact on the rise of  domestic debt.  

As Table 3 shows, it was the accumulation of  deficits by local governments, 
Central Government Agencies, Social Security and the public utility National 
Electricity Society (SENELEC) that exacerbated the crisis of  public finances 
illustrated by increasing public deficits. SENELEC has recurrent cash flow 
problems for its supplies in refined oil and structural deficits as a result of  high 
production costs and poor management of  customer bills. This is why 
SENELEC accumulates each year a deficit of  more than 20 billion cfa francs on 
average. This deficit is covered by the Treasury since SENELEC is a public utility 
owned 100% by the State. For instance, in 2008, it had accumulated unpaid bills of  
27 billion cfa francs owed to the oil refinery SAR (MEF, 2009), not counting the 
other deficits.   
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The deficits have a great impact on domestic debt since they are all covered by 
the Treasury. For instance, local governments' unpaid bills to local 
providers of  services and their borrowings from local banks guaranteed 
by Central Government are covered by the Treasury. As for SENELEC, 
the electricity utility, the Treasury has to cover its unpaid bills to the 
refined oil provider, the African Society of  Refinery (SAR) as well as its 
structural deficits. 

4.2  Uses of  Domestic Debt 

Another political factor that explains the accumulation of  arrears on domestic 
debt is the huge increase in public spending to run a plethoric government against 
a diminishing revenue. After the presidential and legislative elections, the 
President formed a government of  40 ministers that most citizens and the 
opposition criticized as too big and wasteful. In addition to that plethoric 
government, the President created or rehabilitated institutions, like a Senate and 
an Economic and Social Council, that public opinion overwhelmingly deemed 
useless.  

Most observers think that these institutions have no utility, whatsoever, in the 
country's institutional framework. The current President was in the opposition, 
he riled these institutions and dissolved them immediately when he came to power 
in 2000. 

These new institutions, the big government and the large number of  MPs (150) 
are costing too much to the country while basic social needs remain unmet.

The burden of  all these expenditures was so heavy that the budget that was passed 
by the National Assembly couldn't handle them, leading the government to 
introduce a Supplementary Budget Law (SBL) in September 2007 at the National 
Assembly to be allowed to find additional resources in order to meet its huge 
spending needs (MEFP, 2007).

The figures in Table 4 illustrate the growing difficulties faced by the government 
in honoring the debt service. The outstanding domestic debt more than doubled 
between 2006 and 2008. As a result, domestic debt service relative to GDP 
jumped from an average of  less than 2% between 2000 and 2006 to almost 3% in 
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2008, while it increased from less than 10% to more than 13% relative to internal 
revenues. These figures and ratios explain in large part the accumulation of  
arrears on domestic debt and the crisis that ensued.    
 
Table 4: Domestic Debt Stocks and  Debt Service (billions of CFA francs)

Huge spending associated with the preparation of  the Summit of  the 
Organization of  Islamic Conference (OIC), which was hosted by Senegal in 
March 2008 is also responsible for the accumulation of  this domestic debt. In the 
lead up to that Summit, the government undertook huge infrastructural projects, 
like roads, tunnels, bridges and hotels. It created an agency to oversee these 
projects, called ANOCI (National Agency for the Organization of  the Islamic 
Conference). The President put his son as head of  that agency. It is believed that 
some CFA 300 billion were spent by the agency, much of  that money coming 
from domestic resources. In fact, it is widely believed that the President and his 
government did not get what they were expecting from Arab countries and for 
that reason they had to turn to the country's meager resources to cover the costs 
related to the Summit.     

 
 The end result has been the crisis of  public finances. A few weeks after the Islamic 
Conference Summit, the government revealed a huge extra budgetary spending. 
Most observers think that this was probably linked to the costs of  the Summit. 
Several key ministerial departments were hit by the scandal, which eventually cost 
the Budget Minister, Mr. Ibrahima Sarr, his post. The National Assembly and 
public opinion demanded an independent inquiry to expose the exact amount of  
the spending and those who are responsible for this situation and may eventually 
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Item 2000 2001 2002 2003 2004 2005 2006 2007 2008

Domestic Debt 153.5 213.9 158.0 155.9 150.8 157.8 158.3 304.4 373.3

GDP  3331.8 3575.5 3717.6 3986.4 4242.8 4582.3 4846.4 5351.8 5957.0  

Internal Revenue 

(IR)

516.6  601.4  688.2  780.0  826.0 943.5 1021.0 1021.9 1255.9  

DD/GDP (%) 4.6 5.9 4.3 3.9 3.6 3.4 3.3 5.7 6.3

DD S ervice  48.9  24.3  65.1  32.1  53.2  80.4  78.3  118.7 169.2  

DDS/GDP (%) (1.5) (0.7) (1.8) (0.8) (1.3) (1.8) (1.6) (2.2) (2.8)

DDS/IR (%)  (9.5)  (4.0)  (9.5)  (4.1)  (6.4)  (8.5)  (7.7)  (11.6) (13.5)  

 Source: Ministry of  Economy and  Finance (MEF), Directorate of  Financial Cooperation (DFC)



face punishment since extra budgetary spending without prior authorization 
from the National Assembly is illegal.
 
The end result has been the crisis of  public finances. A few weeks after the Islamic 
Conference Summit, the government revealed a huge extra budgetary spending. 
Most observers think that this was probably linked to the costs of  the Summit. 
Several key ministerial departments were hit by the scandal, which eventually cost 
the Budget Minister, Mr. Ibrahima Sar, his post. The National Assembly and 
public opinion demanded an independent inquiry to expose the exact amount of  
the spending and those who are responsible for this situation and may eventually 
face punishment since extra budgetary spending without prior authorization 
from the National Assembly is illegal. 

25

THE DOMESTIC DEBT CRISIS AND ITS ECONOMIC AND SOCIAL IMPACT



Box 1: Extra Budgetary Spending and its Impact: 
In 2008, the Senegalese public opinion learned that the government had 
proceeded to huge extra budgetary spending. The reasons for this include a 
plethoric government; projects linked to OIC Summit; rehabilitation of useless 
bureaucratic institutions and their attendant cost. The extra budgetary spending 
increased domestic debt, putting many national and foreign-owned companies in a 
very difficult financial situation. According to the President of the leading business 
association, Conseil National du Patronat (CNP), Mister Baïdy Agne, members of 

3his association are owed 100 billion cfa francs in extra budgetary spending.  The 
most affected companies are those in the public works and construction sector, 
whose role was critical in building the new infrastructures for the OIC Summit.

Another business association, Confederation Nationale des Employeurs du 
Senegal (CNES) said that its members are owed at least 30 billion cfa francs linked 

4to extra budgetary spending.  So, in total, at least, the extra budgetary spending is 
worth 130 billion cfa francs. However, an internal audit ordered by the MEF 
uncovered only 73 billion cfa francs, a figure contested by the private sector and 
the opposition. This is why the private sector, even the IMF and other “donors” as 
well as the opposition have demanded and obtained an independent audit. The 
findings of that audit are expected to be unveiled soon after the Summer holidays.      

The economic and financial implications are obvious. Many domestic enterprises 
are crippled and have scaled down their activities. Those in the construction and 
public works have said if the government does pay its debt soon, their financial 
situation may become critical to the extent that they may have to lay off about 

510,000 employees.  

In addition to the economic, financial and social consequences of the domestic 
debt crisis, there have been big political consequences. The former Budget 
Minister, Mr. Ibrahima Sarr, was forced to resign. Curiously, his replacement, Mr. 
Mamadou Abdoulaye Sow, also resigned just a few months on the job, in June 2009. 
The other political consequence is associated with the fierce attacks from the 
opposition against the President and his government for what it calls the 
mismanagement and poor handling of the country's resources in general and 
public finances in particular. 

The opposition leveled critique against over spending on a plethoric government 
and useless institutions while more vital and pressing economic and social needs 
(electricity provision; education and health sectors are in deep crisis) are being 
neglected. In August 2009, the country suffered from heavy floods in Dakar and its 
suburbs with tremendous loss of life and property. There were also frequent 
electricity cuts that further slowed down economic activities. The government felt 
powerless in the face of these events and had to call on the “international 
community” for help. Many believe that its inability to deal with floods is a direct 
consequence of the over spending in previous years.

3 Interview with the daily newspaper Walfadjri, July 13, 2009, p. 5
4 Walfadjri, July 8, 2009, p. 5
5 Daily newspaper Le Populaire, July 8, 2009.



4.3 Economic and Social Impact of  Domestic Debt Crisis  

 The accumulation of  domestic debt arrears has had a tremendous impact on the 
country's economic activity with important social consequences. In Senegal, as in 
most African countries, the State is the main employer in the formal sector and 
public projects remain the main source of  opportunities for service providers in 
the private sector. Therefore, when the State goes through hard financial times, 
this has an immediate impact on the domestic private sector, including the 
banking sector. This is currently the case in Senegal.

Table 5: Government Revenues and Domestic Debt Service 
(billions of CFA francs) 

Figures in Table 5 give another illustration of  how the government came to 
accumulate domestic debt arrears and bring the country to the current situation. 
The ratio of  domestic debt service to tax revenues sharply increased between 
2005 and 2008, jumping from an average of  less than 6.5% between 2001 and 
2004 to an average of  10.8% afterward. In terms of  total government revenues, 
the domestic debt service ratio averaged 9.2% between 2007 and 2008 compared 
with an average of  5.8% between 2000 and 2006. These ratios explain a large part 
why the government found itself  unable to honour its obligations to the domestic 
private sector.  

Items 

Government 

Revenues

-

-

T

Domestic Debt 

Service

DDS/Government 

Revenues (%)

DDS/Tax Revenues 

(%)

 Internal revenues

 % of total revenues 

ax Revenues

 2000

  

 

 

516.6 

516.6 

100  

 

   

 

 

516.6 591.4

48.9   

9.5  

9.5  

601.4

601.4

 2001

100  

24.3

4.0  

4.0  

 2002

938.7 

688.2 

73.3  

680.3

65.1  

6.9  

9.6  

2003  

1030.4 

780.0  

75.7  

728.3

32.1  

3.1  

4.4  

2004  

1117.6 

826.0

73.9  

786.4

53.2  

4.8  

6.7  

2005  

1249.8

943.5

75.5  

856.1

80.4  

6.4  

9.4  

2006  

 1398.0

1021.0

73.0  

937.9

78.3  

5.6  

8.3  

2007  

1558.7

1201.9

77.1  

1057.5

118.7  

7.6  

11 .2  

 

 

2008  

1579.0

1255.8

79.5  

1172.7

169.2  

10.7  

14.4  

Sources: Senegal, Ministry of  Economy and Finance, General Budget (various fiscal years) and African Development Bank, 
African Statistical Yearbook 2009, Part 2, Country Tables, VII-2, Public Finances, p. 315 (online)
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Box 2: Controversy about the Amount of domestic debt
What is the real amount of domestic debt in Senegal? There are divergent views on 
this amount between the private sector and the government. According to the 
Ministry of Economy and Finance (MEF), the government owed between 130 and 
174 billions CFA francs in 2008. By contrast, sources linked to the private sector 
indicate that domestic debt is worth 300 billion CFA francs. Other sources put the 
domestic debt at 225 billion CFA francs. 

What accounts for the big discrepancy between the figures given by the 
government and those by private sector sources? One explanation may be that the 
government did not take into account extra budgetary spending, most of it linked 
to the projects launched for the Organization of the Islamic Conference (OIC) 
Summit. These projects were largely financed by private companies by using their 
own resources and credit from the banking sector.  

On the other hand, the difference may not lie in the real amount owed by the 
government but in the interpretation of what is domestic debt. For the Ministry of 
Finance, is considered as debt arrears the amount provided by private banks and 
companies and cleared for payment by the Treasury but not paid during a 90-day 
period after the date of the payment order (MEFP, 2007: 20).  

However, the private sector considers as domestic debt all what is owed by the 
government, whether cleared for payment or not, including what the government 
considers as extra budgetary spending. Therefore, the private sector makes no 
difference between the different categories of government spending and its 
modalities of disbursement. The controversy became even bitter when the 
Ministry of Finance indicated that it had cleared all what it considered as domestic 
debt, that is, the 174 billion. This enraged the private sector, especially construction 
and public works companies which have suffered the most from the domestic debt 
crisis.

For representatives of this sector, the government figures do not add up. Moreover, 
they accused the government of having a discriminatory policy, by which they mean 
that it has given priority to clearing debts owed to foreign-owned companies 
working in Senegal to the detriment of Senegalese private companies. The reason 
for this discrimination may lie in the pressure put on the government by Western 
countries and international financial institutions. 

The controversy and dispute aggravated recently when a leading Senegalese 
construction and public works company said publicly it is owed arrears worth 
billions of CFA francs that the government has refused to pay because it has 
challenged procurement procedures that discriminated against national private 
companies and single-tender contracts that led to higher costs for several projects 
in the public works sector. A march called by that company on July 25, 2007, 
mobilized thousands of participants, including leaders of the main political parties, 
trade union leaders, prominent civil society leaders and even editors of the leading 

6private media.  

6 Le Populaire, 27 juillet 2009.



The first measure of  the negative impact of  the domestic debt crisis is the sharp 
decline in economic growth rate. It rose by only 2.5% in 2008 against 4.7% in 
2007, according to official figures. The private sector and many independent 
observers believe that this decline is largely attributable to the repayment delays of  
domestic debt since several key domestic companies had to reduce their activities 
due to their uncollected claims on the government. This created an overall 
economic environment characterized by a sluggish internal demand, both public 
and private. In the MEFP addressed on June 5, 2009 to the IMF Managing 
Director, the Finance Minister observes that the decline in economic growth was 
mostly due to the dismal performance of  the secondary sector which “registered a 
negative growth rate as a result of…the negative effects of  the government's 
payment delays to the private sector” (MEFP, 2009: 7). The delays also affected 
the tertiary sector whose growth rate was cut in half  to 3.5% compared with 7.0% 
in 2007.      

This unfavorable environment was compounded by the credit crunch since most 
banks have become reluctant to lend to companies in need of  financial support to 
compensate for the uncollected claims on the government. Conditions posed by 
the banks have become more stringent and the cost of  credit has significantly 
increased in response to the high demand for loans. 

In a survey published in February 2009, the Directorate of  Forecast and 
Economic Studies (DPEE in its French acronym) indicated that more than a third 
of  companies in the construction and public works sector are in crisis, in large part 

7because of  the domestic debt crisis.  Almost half  of  business leaders who 
responded to the survey expressed a great pessimism about the general economic 
and financial environment and said that it is not conducive to new investments. 
They added that even if  the domestic debt arrears were cleared, it would take 
some time to catch up. 

In 2009, the economic situation is projected to remain weak, with growth rate 
projected at between 2.0% and 2.5%. Because of  the crisis of  domestic debt, the 
government is unable to invest in the productive sector to stimulate the economy. 
For instance, the 200 million US dollars coming from the third mobile phone 
provider were used to clear part of  the domestic debt instead of  being invested as 

8initially intended.  Moreover, the government was compelled to raise funds on the 
UEMOA financial market to pay part of  the domestic debt. It issued a bond that 

7 Ibid
8 Le Quotidien, December 18, 2007, p.8 29
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raised 108 billion cfa francs, all of  which was used to clear part of  the domestic 
debt arrears (MEFP, 2009). 

Therefore, the impact of  the domestic debt crisis is much greater than the figures 
lead to believe. Even the provision of  electricity has suffered from the domestic 
debt crisis according to the Energy Minister. The electricity company, 
SENELEC, which is State-owned, is going through critical financial problems 
which have translated into frequent power cuts that can last several hours in all 
parts of  the country. Its Director General has said that this is in part the result of  
the domestic debt crisis because several key companies and services have piled up 
unpaid bills worth hundreds of  millions as a result of  their inability to honor those 
bills since they cannot recover their claims on the government. Moreover, the 
same companies are unable to pay taxes, which may also partly explain the decline 
in tax collection in 2008 and most likely in 2009.   

From the foregoing overview, the domestic debt crisis has far reaching economic, 
social and political consequences. The Director of  the DPEE sounded the alarm 
by saying that the economic situation is much worse than anticipated. His 
pessimism was echoed by the President of  the business association, CNP, Mr. 
Baïdy Agne, who revealed that a survey of  his association's members showed that 

9their activities have declined by between 10 and 35% in the first semester of  2009.  

In conclusion, the accumulation of  arrears on domestic debt has had a very 
negative impact on the general economic and social climate in Senegal, when one 
takes into account threats of  layoffs of  thousands of  workers in the construction 
and public works sector. However, the domestic debt crisis is not the only factor in 
explaining this situation. Other factors have compounded the overall domestic 
economic environment in Senegal. For example, remittances from Senegalese 
expatriates are projected to decline by 20-25%; as well as foreign direct 
investments (FDIs). Moreover, a fall in export revenues is projected as a result of  
the sluggish external demand for Senegalese goods. The combination of  these 
factors will have a much greater impact than anticipated.     

Despite these observations, one should keep in mind that domestic debt can play a 
positive role under certain circumstances. It can allow the government to use 
domestic savings and reduce its dependence on external sources. The use of  
domestic debt can help limit the use of  financing from the Central Bank which 

9 Interview with Walfadjri, July 13, 2009, op.cit
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could fuel inflation. The recourse to domestic debt may provide resources to 
finance social services which may not be possible with external debt. And if  
repaid on a regular basis, the use of  domestic debt can contribute to spur the 
growth of  service providers to central and local governments. 
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5.1 Composition of  Domestic Debt  

Table 6 gives an illustration of  the structure of  domestic debt. It has three main 
components. The first is composed of  Treasury Bonds (TBs) whose weight in the 
overall domestic debt fluctuated sharply but remained no higher than one third of  
domestic debt. The TBs are issued with the help of  the West African Central Bank 
(BCEAO) on the regional financial market located in Abidjan (Cote d'Ivoire). The 
latest bond issue fetched 108 billion in CFA francs, all of  which served to clear 
part of  the domestic debt arrears, according to the Ministry of  Finance (MEFP, 
2009).    

The second component of  domestic debt is internal borrowing, which is what the 
government owes to domestic private banks and companies executing public 
works or providing various services to the central government and the public 
sector. From Table 6, one sees that this component is the largest. Its share in total 
domestic debt has more than doubled between 2006 and 2008, jumping from 
30.5% to 60.3%. The accumulation of  arrears explains this sharp increase.       

As for the third component, it consists of  overdrafts from the West African 
Central Bank (BECEAO) through its national branch. This is based on a statutory 
convention, which gives each member state the possibility to borrow up to 20% 
of  the budget deficit recorded during the previous fiscal year. In addition, the 
term of  the loan cannot exceed 12 months. These criteria aim to avoid inflationary 
financing. But this is also a condition imposed by France, for accepting to 
“guarantee” the convertibility of  the CFA franc. To make sure African 
governments respect these criteria, France has two members on the Board of  
BCEAO headquartered in Dakar. Decisions on the Board are made by consensus, 
which gives France a virtual veto power over African countries' monetary policies! 
Domestic debt has three components, each with its contraction characteristics. 
The first is direct short and long-term borrowing from domestic banks. The 
second is the issuance of  Treasury bonds on the regional financial market located 
in Abidjan (Cote d'Ivoire). The third and more important component is debt to 
private companies providing goods and services to the government and/or its 
entities (local governments; government agencies; public services, etc.). 
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The first component is a direct borrowing by the government from local banks 
for short or long-term financing in exchange for collaterals or the quality of  the 
government signature. Borrowing from local banks can be used for government 
intervention in the agricultural sector or for investments in infrastructures.   

For the second component (bond issuance) the Treasury through the West 
African Central Bank (BCEAO) issues bonds on the regional financial market. It 
is a classical bond issuance which is open to both residents and non residents who 
operate in the regional market. However, the overwhelming majority of  Treasury 
bondholders are banks and financial institutions, mostly from Africa. Sometimes, 
wealthy individuals from Senegal and other African countries participate.    

For the third component, the legal framework for domestic debt contraction is 
through the execution of  projects through competitive bidding or single-tender 
contracts. Government procurement is organized by decrees and regulations of  
public markets. The National Commission for Administration Contracts (NCAC) 
handles the process. It has regional representations. It is composed of  members 
of  the government, representatives from the private sector and from civil society 
organizations.    

However, since the creation of  the regional financial market, governments have 
been advised to minimize the use of  overdrafts, which explains their declining 
trend in Table 6.   
 
Table 6: Domestic Debt Structure (billions of CFA  francs) 

 

 

 

Item   

Total  Domestic Debt

Treasury Bonds  

(% of Total)  

Internal Borrowing (1)

(% of Total)  

Overdraft from the 

Central Bank (2)  

(% of Total)

2000

153.5

3.5  

(2.3)

 106.4

(69.3)

43.4

 

(28 .4)

2001

213.9

46.8  

(21.9)

84.6  

(39.6)

82.4  

(38.5)

  

.8

  

   

2002  

158.0

8.5  

(5.4)  

68.7  

(43.5)

80.8  

 

(51.1)

2003

155.9

28.9  

(18.5)

51.7  

(33.2)

75.3  

 

(48.3)

2004  

150.8

47.9  

(31.8) 

36.4  

(24.1) 

66.5  

 

(44.1)

2005

157

36.6  

(23.2)

63.3  

(40.1)

57.9  

 

(36.7)

2006  

158.3

62.8  

(39.7) 

48.3  

(30.5) 

46.7  

 

(29.8)

 

2007  

304.4

94.7  

(31.1)

170.2

(55.9)

39.5  

 

(13.0)

2008e

373.3

70.3  

(18.8)

225.0  

(60.3)

32.1  

 

(28.9)
 
Sources: Ministry of  Economy and Finance, Directorate of  Financial Cooperation; African Development Bank, 
African Statistical Yearbook 2009 (online), Part 2, Country Tables, II- National Accounts, p. 313
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5.2 Main Sectors for Domestic Debt Expenditure

Domestic debt is used to cover investments and current expenditure by the 
central government, local authorities and public enterprises. It also covers social 
spending in education, health, sanitation, nutrition, etc. 

Central government investments include road construction and other public 
works. Currently, there are two public projects financed through both domestic 
and external debt. One is the construction of  the new airport, about 60 km from 
Dakar. The second public project is the construction of  a toll highway between 
Dakar and a crossroads located 45 km from Dakar, called Diamniadio. Domestic 
debt also covers central government consumption. This is also valid for local 
authorities and public enterprises

5.3 Main Creditors and their Characteristics

The main domestic debt creditors are the private banking sector and companies. 
The banking sector is composed of  commercial banks, mostly foreign-owned. 
With privatization policies imposed in the 1980s by the international financial 
institutions, the major domestic banks are now controlled by French banks and to 
a lesser extent by some African banks, from Morocco and a sub-regional regional 
bank called Ecobank. These banks provide mostly short-term financing when the 
Treasury is faced with pressing needs.

The second and most important creditors are companies in the building 
construction and public works sector. There are three main companies in that 
sector, one national, one African and one is French-owned. These companies are 
owed much of  the debt accumulated over the last three years as a result of  the 
huge public works undertaken for the preparation of  the Summit of  the 
Organization of  the Islamic Conference. These companies were awarded 
contracts by the government through either competitive bidding or single-tender 
contracts., Usually these companies use their own resources or borrow from the 
banks and start the work and are paid later by the government. 

A third category of  domestic creditors is composed of  service providers for the 
central government, for public hospitals and schools or for public enterprises. 
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These service providers include the oil refinery and gas stations, which are 
foreign-owned. The accumulation of  domestic arrears has led the oil refinery 
(Société Africaine de Raffinage, SAR) to stop supplying the national electricity 
company, SENELEC, compelling it to pay cash for its supplies. This explains the 
electricity crisis characterized by recurrent cuts especially during the summer 
period. Another category of  domestic creditors is the informal sector which 
provides furniture for the government and various supplies for schools and 
hospitals. 
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6.1 Legal Framework of  Debt Contraction

Domestic debt contraction, like external debt contraction, is within the legal 
framework of  the Budget Law passed by the Parliament (National Assembly and 
Senate). Each year, the government, through the Ministry of  Economy and 
Finance (MEF), submits the draft budget to the Parliament. If  it contains 
projections for deficit, the Parliament authorizes the Government to borrow up 
to the level of  the deficit projected. The Finance Law voted by the Parliament is 
the legal document used by the Government to borrow in both domestic and 
external markets.  

It is within that Law that government can contract domestic debt with private 
residents, such as banks and companies. Central Government can borrow from 
domestic banks and insurance companies by issuing Treasury Bills for short-term 
debt or Treasury Bonds for long-term debt. For the latter, the Ministry of  Finance 
works closely with the Central Bank (BCEAO). 

Central Government can borrow from domestic service providers through public 
procurement. The Ministry of  Finance is the entity entrusted with the execution 
of  the budget through the General Directorate of  Finance. This means that 
procurement by any Ministry or Agency needs to be coordinated with the 
Ministry of  Finance. Usually, the bidder who is awarded a contact begins 
executing it with either its own resources or resources borrowed from local banks.      

6.2 Institutional Framework of  Debt Management  

Public debt is managed by the General Directorate of  Finance (GDF), which is 
one of  the key Departments of  the Ministry of  Economy and Finance (Box 3). 
Within the GDF, information on domestic debt is provided by the Directorate of  
Debt and Investments (DDI) which keeps all relevant statistics and data on both 
domestic and external debt.    

6
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Box 3: General Directorate of Finance (GDF) & Directorate of Debt and 
Investment (DDI)

It is one of the Directorates of the General Directorate of Finance (GDF) whose 
mission is to: 

?propose draft laws projecting central government's resources and spending  
?initiate draft laws relating to the execution of the annual budgets
?oversee the use of budget allocations and execution of central government 

resources
?issue documents for Central Government borrowing
? oversee public debt management 

Within that general mission, the DDI plays the following role:
1) Prepare background documents for Central Government borrowing  
2) Keep records on financial flows from bilateral and multilateral creditors
3) Keep statistics on debt outstanding and debt service 
4) Provide studies and advice on debt sustainability  
5) Hold the Secretariat of the National Committee on Public Debt (see box 4).  

Normally, the Law requires that non confidential information be given to any 
citizen or organization that requests it, including the media. This is why the extra 
budgetary spending scandal was largely exposed in the media and debated by 
public opinion. Therefore, the DDI can make information available to any citizen 
who wants to inquiry about the amount of  debt, including civil society 
organizations. As for the Parliament, it gets regular briefing through the 
Economic and Finance Commission. That Commission can get statistics from 
the Directorate and also request a direct briefing from the Director or senior 
members of  the Directorate.

Senegal is believed to have one of  the most competent civil services, with highly 
skilled bureaucrats. The Ministry of  Economy and Finance is among the 
departments with the most competent services. Most of  its employees come from 
prestigious training schools or from great foreign universities. The Treasury and 
the main Directorates of  the Ministry, including the Directorate of  Debt and 
Investment, have highly motivated and skilled employees. However, like all civil 
servants, the employees of  the Directorate are concerned about the general crisis 
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affecting the country's public finances. They work in a difficult environment, 
which has an impact on their ability to correctly track down domestic debt 
statistics.     

C. National Debt Strategy
According to a document by the National Committee on Political Economy 

10(NCPE),  the national debt strategy is guided by the following criteria:  

1) Ratio of  external debt to GDP less than or equal to 40%
2) Ratio of  external debt service to exports of  goods and services less than or 

equal to 20%
3) Ratio of  domestic debt service to government revenues less than or equal to 

30%
4) Ratio of  interests on domestic debt to revenues less than or equal to 5%

Within that analysis, Senegal seeks to:

?obtain more debt relief  from multilateral creditors through the MDRI 
mechanism. 

?obtain more debt relief  from bilateral creditors with Paris Club and other 
creditors

?give priority to grants and concessional loans for external sources
?not contract or guarantee external loans on non concessional terms 
? keep a low level of  domestic debt

In an attempt to implement a coherent debt policy, the Government set up a 
Committee composed of  all key agencies dealing with economic, financial and 
monetary issues in the country (Box 4).

10 Debt Sustainability Analysis. Dakar, July 2009
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Box 4: National Committee on Public Debt (NCPD)
The Committee was created on July 3, 2008

A) Mission: 
?The Committee has the following mission:
?Propose and coordinate public debt strategy and monitor its implementation
?Make sure the strategy is consistent with the country's overall development 

objectives and the State's financial capacity

B) Composition:
The Committee is composed of: 
?All major Directorates of the Ministry of Economy and Finance (7 

Directorates)
?The Director of the national branch of the Central Bank (*) 

C) Organs: 
The Committee has three organs: two Commissions and a Permanent 
Secretariat. 

1) The Coordinating Committee –chaired by the Finance minister- has the 
following responsibilities:

a) Adopt the national debt strategy 
b) Coordinate public debt policy and debt management in relation to 

monetary and budgetary policies
c) Coordinate the actions of Central government, local authorities and 

public entities involved in incurring public debt and in its management.  
d) Make sure public debt policy is in compliance with the debt sustainability 

policy  

2) The Technical Commission is responsible for: 
a) Collecting statistical data on the level of public debt
b) Making debt statistics available for the Coordinating Committee
c)  Help the Permanent Secretariat in the preparation of documents to be 

submitted to the Coordinating Commission 

3) The Permanent Secretariat, - chaired by the Directorate of Debt and 
Investment (DDI)- performs the following duties:
a) Prepare documents to be submitted to the Coordinating Committee 

(CC)
b) Prepare quarterly reports and annual report of the CC 
c) Design the document that indicates the borrowing procedures and 

management of public debt
d) Write up the minutes of the meetings of the Coordinating Committee

(*) Senegal does not have an independent Central Bank. It is a member of the 
West African Economic and Monetary Union (WAEMU) with 7 other countries. 
They have a common Central Bank, with headquarters in Dakar and national 
branches in each country.



6.4 Relationships Between Senegal, the Central Bank and WAEMU

Economic policies in Senegal are influenced by directives from the WAEMU and 
the West African Central Bank (BCEAO). Senegal and seven other members of  
the WAEMU have a binding agreement to respect certain convergence criteria. 
These are, among others, the following:

111) Ratio of  public debt  to GDP less than or equal to 70%
2) Ratio of  public deficit to GDP less than or equal to 5%   
3) Ratio of  wage bill to fiscal revenues less than or equal to 35%
4) Inflation target less than or equal to 3%

When it comes to inflation, the West African Central Bank recommends a target 
for all its members and adopts an interest rate policy consistent with that target. 
So, the Central Bank influences directly the distribution of  credit in Senegal and 
indirectly the level of  inflation. It also influences the level of  public debt by 
limiting its own intervention and through its directives to commercial banks in the 
distribution of  credit.       

However, the West African Central Bank can be seen as a clone of  the European 
Central Bank. First, two French nationals sit on its Board as representatives of  the 
French Treasury which “guarantees” the convertibility of  the CFA franc. For this 
reason, it toes the ECB line in monetary policy. This explains why the CFA franc 
has sharply risen against the US dollar, following the rise of  the euro against the 
dollar. Second, it works very closely with the IMF and the World Bank and 
participates in enforcing these institutions' prescriptions in monetary policy in its 
member countries. The National Agency of  the BCEAO is entrusted with the 
implementation of  this policy in cooperation with the Ministry of  Finance.

11 Public debt is the overall debt of  Central Government, local authorities and government agencies. It includes both domestic and external debt. Therefore, 
public debt is much larger than the latter, which relates only to debt owed to non residents. 
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Among the stakeholders, the international financial institutions (IFIs) have more 
influence on decisions about domestic debt than the Parliament or CSOs.

7.1 Role of  the Parliament 

Even though the Parliament could have played a greater role in overseeing 
domestic debt management, in reality, it has little influence on it. Two main 
reasons explain this. One is that the Parliament is a rubber-stamp institution, 
prompt to approve whatever the government proposes, especially if  it is the wish 
of  the President, whose party controls 90% of  the Parliament. The second reason 
for the lack of  influence of  the Parliament has to do with the nature of  most 
Senegalese MPs, who are illiterate in economic and financial matters and have no 
assistants who could help them understand these issues that can be very complex. 
Therefore, it is very difficult for them to get into in-depth discussions on these 
issues and exert a proper oversight. They tend to trust without questioning 
whatever the government presents to them.  

Interviews at the MEF brought to the fore  that the non compliance of  the 
Ministry with the Law requiring regular reports to the National Assembly is 
reality. The National Assembly is not equipped to make good use of  the Reports. 
Second, there are other channels through which the MEF makes available 
information to the Assembly that can give MPs an idea of  how the budget has 
been spent. 

One of  these channels is the Economic and Finance Commission of  the 
Assembly most of  whose members are knowledgeable about financial issues. But 
members of  the ruling party make no challenge to the government policies. Only 
opposition members of  that Commission sometimes challenge the government 
on its economic and financial policies. But given the disproportionate balance of  
forces, their voices are rarely heard and their critiques not taken into account by 
the government which tends to see its appearances before the Assembly as just a 
legal duty not as moments of  real debates on the country's fundamental economic 
and financial policies.     
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7.2 Role of  Civil Society Organizations (CSOs)

In Senegal, very few CSOs take interest in fiscal policies and budget matters. One 
of  the reasons for this is the culture of  opacity of  the Senegalese government. 
Fiscal and budget policies are considered as “too technical” and therefore 
reserved for “experts” only. This is why there is no opportunity for CSOs to get 
involved in these policies. But the government is not responsible for this. The 
overwhelming majority of  CSOs have not tried to get really involved in the 
debates on the country's economic and financial policies during the budget 
session. The explanation may be found in the fact that CSOs have not developed 
expertise in these matters. 

The main aspect of  CSOs' involvement is the requirement for transparency and 
accountability. One of  the most vocal advocates of  this is the Civic Forum (CF), 
which has played some role in calling on the government to have a more 
transparent approach to budget policies and to public finances in general. The 
Civic Forum has contributed to raising the issue of  domestic debt in the public 
opinion. Its Coordinator, in an interview, claimed that the controversy over 
domestic debt highlights a larger problem in Senegal, that of  accountability of  the 
government to the people and transparency in decision-making.      
 
The Civic Forum coordinator added the scandal also put in sharp focus the failure 
of  the Parliament and the other institutions to play their role. For this reason, 
CSOs should be more aggressive in demanding accountability and transparency 
since the National Assembly and the other institutions which have the mission to 
control the Executive Branch are not effectively playing their role for political and 
institutional reasons. Setting up a strong coalition of  CSOs to monitor 
government policies, especially in the areas of  fiscal and budgetary policies will be 
recommended.

As stated earlier, Senegalese movements working on debt issues tended to focus 
most of  their energy on the country's external debt, paying little attention to the 
issue of  domestic debt. This may change in light of  the current crisis which shows 
that domestic debt arrears can be as damageable to the economic and social 
situation of  the country as the external debt crisis.    
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7.3 Role of  the IFIs

The international financial institutions, namely the IMF and the World Bank, as 
well as Western countries, are the ones with a strong influence on government 
policies. In the post-MDRI period, Senegal signed on November 2, 2007 a Policy 
Support Instrument (PSI, box 4) programme with the IMF for three years. This 
program is not accompanied by financing but has the usual conditionalities 
attached to the “Poverty Reduction and Growth Facility” (PRGF). 

Therefore, the PSI is no different from the previous IMF programmes and 
adherence to it is a must if  Senegal is to solicit loans with bilateral and multilateral 
lenders. In March 2009, even France, the former colonial power, which still has 
military bases in Senegal and controls key sectors of  the economy and the banking 
and financial sector, required that Senegal reach an agreement with the IMF in 
order to get an emergency loan.

The PSI programme covers all aspects of  public finance management, including 
the issue of  domestic debt. For instance, in the Memorandum of  Economic and 
Financial Policies (MEFP) signed in June 2009, the Senegalese government has 
made several commitments to the IMF on key economic, financial and social 
policies, including the issue of  public debt. In the document, the government has 
indicated specific dates and figures for the clearance of  domestic debt and 
pledged to avoid a repeat of  the current situation (MEFP, 2009: 7).   

Several times, the IMF Resident Representative had made public statements 
threatening Senegal regarding its PSI program with his institution if  there is no 
solution to the issue of  domestic debt. France, through its Ambassador and the 
European Union, through its Resident Representative, threatened holding up 
their “aid” if  the government did not clear domestic debt arrears. These threats 
led the government to publicly pledge payments and set a deadline for that 
clearance. The French development agency, Agence Française de Développement 
(AFD) extended a loan to Senegal aimed at clearing domestic debt owed to 
French-controlled banks and companies.    
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Box 5: Policy Support Instrument (PSI)

The PSI is designed for low income countries which may not need IMF financial 
assistance. However, those countries may still seek cooperation with the IMF in the 
preparation and endorsement of their macroeconomic policies. PSI programs are 
supposed to support “poverty reduction strategies” presented by the country. PSI-
supported programmes cover structural, macroeconomic and social policies of a 
country.  

Signed in November 2007 for a three-year period, the PSI between Senegal and the 
IMF aims to “foster growth and reduce poverty”, according to a press release by the 
IMF. Even though, the PSI programme is not associated with an IMF financing, its 
requirements are similar to those contained in the much reviled “Poverty Reduction 
and Growth Facility” (PRGF). The PSI covers macroeconomic and structural policies. 
Senegal has to meet stringent criteria, like fiscal balance, check on inflation, more 
trade and financial liberalization, more privatization and cap on the wage bill, all of 
which invoke the criteria associated with the now failed and discredited structural 
adjustment programmes (SAPs). 

The criteria to be met by Senegal were contained in a Letter of Intent sent on June 5, 
2009 by the government to the IMF Managing Director. The PSI is even more 
pernicious: it gives the IMF a virtual control over Senegal economic, social and 
financial policies without any financial “assistance”. The PSI gives the IMF the status of 
a rating agency whose opinion is critical in getting loans from the World Bank and 
Western countries. For instance, in February 2009, France asked Senegal to get IMF 
approval through its PSI program before it could get a loan from AFD. Other 
countries, like Germany, Canada and Austria did the same. So, with the PSI Senegal 
continues to surrender the design of its own economic and social policies to the IMF 
even without its financial “assistance”!



8

POLICY RECOMMENDATIONS FOR 
IMPROVING DOMESTIC DEBT 
MANAGEMENT

The improvement in domestic debt management should be within the framework 
of  an overall debt strategy. It should also aim to support the government's stated 
objectives of  1) improving the business climate; and 2) promoting private sector 
development. With that in mind, we propose the following recommendations.
  
8.1 Legal and Regulatory Framework

The lessons to be learned from the domestic debt controversy are to be found in 
the lax government policies and the lack of  effective control of  those policies by 
either the National Assembly or the regulatory bodies created to that effect. Yet, 
with the implementation of  a number of  legal and regulatory changes, the work 
of  those bodies can be significantly improved. But for this to happen, there 
should be a political will on the part of  both the Parliament and the Executive 
branch. Above all, there should be a real respect for democratic principles which 
call for the acceptance of  a system of  checks and balances that would enable the 
Parliament and the regulatory bodies to exercise their prerogatives as stipulated by 
the Law. 

But the effectiveness of  the Parliament also depends on other conditions, among 
them the quality of  its membership. As explained above, unfortunately, a large 
number of  Senegalese MPs are not knowledgeable about economic and financial 
issues.      

So, in the current political situation in Senegal, some of  the recommendations 
made below may neither be implemented nor have any impact on domestic debt 
management. But these recommendations should be placed in the perspective of  
changes in the internal political situation which would bring about conditions that 
would make the Parliament a place where genuine and democratic debates could 
take place on the country's economic and social policies. In light of  the lessons 
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learned from the domestic debt crisis and the observations made above, one can 
propose the following recommendations.

8.1.1 Cap on Domestic Borrowing
In light of  the current crisis and its impact, we propose that a legal cap be put on 
the level domestic debt. This way, government knows the limits beyond which it 
cannot go. This will bring some kind of  restraint and discipline to government 
borrowing from domestic banks and companies. 

8.1.2 Legal Requirement for Domestic Debt Clearance within a Limited 
Period
In addition to the above cap, a Law should be passed requiring the repayment of  
all domestic debt within a given period, say, one year or less. This would compel 
the government to not only limit its domestic borrowing but also avoid the repeat 
of  the current situation. This would also help restore trust between the domestic 
private sector (banks and companies) and the government.   

8.1.3 Priority to Domestic Debt Repayment over External Debt
Another structural change, that may be helpful but probably controversial, would 
be to require by Law that repayment of  domestic debt take precedence over 
external debt repayment. The rationale behind this is that the accumulation of  
arrears on domestic debt tends to have a greater negative impact on the entire 
economy with domestic banks and companies being unable to perform 
effectively. The current situation illustrates this with the threat of  laying off  more 
than 10,000 employees, which would exacerbate the economic and social crisis, 
with a likely political impact. Moreover, domestic debt is becoming more 
important in its economic and social impact than external debt.
 
8.1.4 Mandatory Parliament Oversight: Improve Control and 
Participation 
It is imperative that the Parliament be more involved in controlling the work of  
the Executive Branch. Therefore, the Parliament should use all the means at its 
disposal to more aggressively oversee government policies in the area of  domestic 
debt management. To be more effective, the Parliament should require Assistants 
who could help MPs understand the intricacies of  financial and economic issues. 
MPs should also cooperate with civil society organizations which have some 
expertise on fiscal and budgetary issues and are willing to assist Parliamentarians.  
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Despite the weaknesses indicated above, the Parliament should require receiving 
regular Reports by the Ministry of  Economy and Finance (MEF) on the state of  
domestic debt and its implications for the domestic economy. This way, the MPs 
can both improve their control over government policies and have more say in the 
decisions regarding the management of  the economy. Even if  it is a rubber-stamp 
Parliament, it is its duty to demand that the Ministry of  Finance respect the Law 
requiring it to submit a Report detailing the implementation of  the budget at the 
end of  each fiscal year.  

Moreover, the National Assembly should reassert its prerogatives and play its role 
as the ultimate monitor of  government actions by adopting the culture of  
independent Commissions of  Inquiry into public actions with equal 
representation from the opposition and majority and participation from civil 
society organizations. 

8.1.5 Overhaul and Strengthen the Role of  Regulatory Agencies
Another important recommendation is the necessity to overhaul the mission and 
work of  existing regulatory bodies. Most of  them could perform effectively if  
they had more freedom of  action –more autonomy- and more resources. Some of  
them should be reorganized, strengthened and given more powers to perform 
effectively their tasks. For instance, since 2000, the Audit Court has not been able 
to compel the Ministry of  Finance to submit regular Reports on the execution of  
the budget at the end of  each fiscal year, as required by Law. One reason for this is 
the lack of  autonomy of  that Court and the lack of  legal means to compel the 
government to comply. 

Another body, the General State Inspectorate (GSI), which could have been more 
useful in controlling the work and activities of  all government entities and public 
services if  it were moved out of  the Presidency and placed under the control of  
the National Assembly. There is a conflict of  interest at work here because often 
the GSI has been accused of  being a tool used by the President to settle scores 
with opponents or people he wants to dismiss in the ministries or in the civil 
service. Another problem associated with this situation is the disclosure of  the 
reports submitted by the GSI depends on the President alone, who is free to 
disclose or not to disclose those reports.         
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 8.2 Coordination in Domestic Debt Management across the Agencies

Domestic debt management is the responsibility of  the Ministry of  Economy and 
Finance (MEF). However, there is a necessity to improve coordination in 
recording and reporting debt statistics between agencies of  the MEF and other 
agencies, such as the national Central Bank. 

In that regard, the Directorate of  Debt and Investment (DDI) should play a key 
role in public debt management. First, the Directorate the MEF lead agency in 
debt negotiations. It is responsible for the preparation of  all necessary documents 
for those negotiations. Then, once an agreement is signed, it keeps records of  the 
disbursements and statistics on both domestic and external debt. Furthermore, 
the Directorate plays an important role in assessing the country's investment 
needs. 

Given the pivotal role it plays in the MEF, the DDI is better suited to lead 
coordination in debt management. However, it needs a close cooperation of  all 
other Directorates, Agencies and Departments involved in domestic debt 
borrowing. For instance the Investment Promotion Agency (APIX) located at the 
Presidential Palace should be relocated at MEF. This Agency is in charge of  major 
public works, such as the construction of  roads and bridges, which involve 
domestic companies and require financing through domestic borrowing.
 
8.3 Transparency and Accountability in Domestic Debt Use

To increase transparency and accountability, there needs to be a better access to 
information for the public at large, the media and for the CSOs. To achieve this 
objective, key structural changes are needed. 

8.3.1 Role of  CSOs and the Private Sector
The domestic private sector and CSOs can play an important role in improving 
transparency and accountability on the part of  the government and also the 
Parliament. CSOs and private sector could team up and establish a Watchdog that 
would give them the possibility of  contributing to a greater monitoring of  
government policies. This would also contribute to greater transparency of  
government actions.  
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Likewise, CSOs should strive to get through legislation the Right to Information 
Law (RIL) which would enable them to demand information related to 
government projects and compel government officials to provide the 
information or face prosecution. This would not only improve access to 
information on the part of  CSOs and the general public but also significantly 
improve transparency and accountability. 

Such Law would greatly contribute to pushing for a systematic disclosure policy 
that would force the government to make information available to the general 
public. This would enhance transparency through greater public access to 
information which could lead to greater pressure on policy makers for 
accountability. The Civic Forum, CONGAD and others envisage forming a large 
coalition of  CSOs in order to launch a campaign on that theme. 

8.3.2 Reform of  Government Procurement Policies 
Single-tender contracts lack transparency and can be a major source of  debt 
accumulation and corruption. This is what happened during the preparation of  
the OIC Summit. A recent book has revealed that several contracts worth 
hundreds of  billions in local currency were awarded on a single-tender basis. This 
seems to have opened the door to surcharges and corruption, all of  which tended 
to increase the amount of  debt owed by the government. Therefore, a key 
recommendation would be to ban single-tender contracts under any 
circumstances for contracts worth a certain amount.    
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This paper has investigated the domestic debt crisis that has crippled the 
domestic private sector in Senegal over the last two years or so. Objective 
economic and financial factors as well as political factors explain the origins of  
the crisis. The cancellation of  multilateral debt and the option of  giving priority 
to grants and concessional lending led the government to turn to domestic debt 
to finance infrastructural projects. A poor management of  public finances and 
shortfalls in government revenues resulted in the accumulation of  huge arrears 
and the domestic debt crisis. Its impact was much worse than what the 
government anticipated. It has negatively affected economic growth and 
damaged the government's credibility with key parts of  the private sector. It has 
had unexpected effects as well on the country's policy to attract foreign direct 
investments.     

But the domestic debt crisis is also the result of  the non respect of  the Law by the 
government and the failure of  institutional and regulatory bodies to correctly 
play their role and compel the government to abide by laws and regulations 
relating to the management of  domestic debt. The National Assembly was 
sidelined in large part for lack of  expertise on fiscal matters and for being a 
rubber stamp body entirely controlled by the ruling party. The regulatory bodies 
that are entrusted with overseeing public spending and assessing debt 
management are not performing their duties for political reasons and lack of  
adequate resources.       

On the other hand, the domestic private sector is divided and weak, which makes 
it less effective in its relationships with the government.  As a result, there is not a 
strong pressure on the government to comply with the laws and regulations. The 
Ministry of  Economy and Finance feels no need to submit its reports as required 
by law. There is a low level of  accountability to the National Assembly.  

Structural changes are necessary in domestic debt borrowing and management in 
order to avoid the repeat of  the current crisis. The National Assembly and 
regulatory bodies should be empowered in order to have the legal means to 
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compel the government to be more accountable to MPs and submit its reports as 
stipulated by law. New policies should be within an overall debt strategy, including 
external and domestic debt. They should also be coherent with the government's 
objective of  promoting private sector development. Regulatory and legal changes 
are called for. 

But most of  all, political changes are necessary for the government and its 
Departments to abide by the Laws that govern domestic debt management. In 
this regard, to improve domestic debt management, the National Committee on 
Public Debt (NCPD) should be more assertive and perform more effectively its 
mandate in terms of  coordination and monitoring of  the debt process.  

Civil society organizations (CSOs) should use the present crisis as a wake-up call 
and get more actively involved in monitoring the management of  public finances 
and in working with MPs to promote a new culture of  transparency and 
accountability.      
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About AFRODAD

AFRODAD Vision

AFRODAD aspires for an equitable and sustainable development process leading to 
a prosperous Africa.

AFRODAD Mission

To secure policies that will redress the African debt crisis based on a human rights 
value system.

AFRODAD Objectives include the following:

1 To enhance efficient and effective management and use of resources by African 
governments;

2 To secure a paradigm shift in the international socio-economic and political 
world order to a development processthat addresses the needs and aspirations 
of the majority of the people in the world.

3 To facilitate dialogue between civil society and governments on issues related to 
Debt and development in Africa and elsewhere. 

From the vision and the mission statements and from our objectives, it is clear that the 
Debt crisis, apart from being apolitical, economic and structural issue, has an intrinsic 
link to human rights. This forms the guiding philosophy for ourwork on Debt and the 
need to have African external debts cancelled for poverty eradication and attainment of 
social andeconomic justice. Furthermore, the principle of equity must of necessity apply 
and in this regard, responsibility ofcreditors and debtors in the debt crisis should be 
acknowledged and assumed by the parties. When this is not done, it isa reflection of 
failure of governance mechanisms at the global level that protect the interests of the 
weaker nations. TheTransparent Arbitration mechanism proposed by AFRODAD as 
one way of dealing with the debt crisis finds a fundamen-tal basis in this respect.

AFRODAD aspires for an African and global society that is just (equal access to and fair 
distribution of resources),respects human rights and promotes popular participation as 
a fundamental right of citizens (Arusha Declaration of1980). In this light, African society 
should have the space in the global development arena to generate its own 
solutions,uphold good values that ensure that its development process is owned and 
driven by its people and not dominated bymarkets/profits and international financial 
institutions.

AFRODAD is governed by a Board of seven people from the five regions of Africa, 
namely East, Central, West, Southernand the North. The Board meets twice a year. The 
Secretariat, based in Harare, Zimbabwe, has a staff compliment of Seven programme 
and five support staff.
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