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I. INTRODUCTION

1. This paper presents a decision point assessment of Ghana’s eligibility for
assistance under the enhanced Initiative for Heavily Indebted Poor Countries. The
Executive Boards of IDA and the IMF discussed the preliminary HIPC document for
Ghana (IDA/R2001-0111 of 6/12/01, and IMF/EBS/01/89 of 6/14/01) on July 3, 2001 and
June 27, 2001, respectively. During the discussion of the preliminary HIPC document,
Directors made a preliminary determination that Ghana is eligible for assistance under the
enhanced HIPC Initiative in view of its (a) high level of indebtedness and external
vulnerability; (b) satisfactory track record under successive arrangements with the Fund
and IDA and, in particular, completion of the third review under the current PRGF
arrangement.

2. As early as 1999, debt sustainability analysis confirmed that Ghana could qualify
for assistance under the HIPC Initiative.”> However, at that time, the Ghanaian authorities
decided that it was not in the country’s best interest to pursue debt relief under the
Initiative. With the change of government in Ghana early in 2001, the authorities re-
assessed their debt position and macroeconomic situation. As a result of this reassessment,
the authorities are requesting IDA and the Fund to consider the country’s eligibility under
the Initiative.

3. The remainder of this document is organized as follows. Section II provides
background information on eligibility, poverty, and the policy track record to date.
Section III presents the medium-term outlook for the Ghanaian economy and discusses
structural and priority sector policies as well as issues regarding implementation capacity.
Section IV presents the preliminary debt sustainability analysis, including possible
assistance under the enhanced HIPC Initiative. Section V outlines the proposed floating
completion point triggers and the main elements regarding the use and tracking of
resources made available by debt relief under the enhanced HIPC Initiative. Finally,
Section VI contains issues for discussion by the Boards of Executive Directors.

II. ASSESSMENT OF ELIGIBILITY
A. PRGF and IDA Status

4. Ghana is currently a PRGF-eligible and IDA-only country, with a per capita GDP
of about US$300 in 2001, somewhat below the average for sub-Saharan countries. Even
taking into account projected growth rates, and an expected improvement in its terms of
trade, Ghana is expected to remain an IDA-only and PRGF-eligible country for the
foreseeable future.

B. The Dimensions of Poverty

5. Poverty. Ghana’s poverty trends were favorable in the 1990s, with the percentage
of the adult population defined as poor falling from 52 percent in 1991-92 to just under 40

2 IDA/SecM99-656 and IMF/SM/99/273.
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percent in 1998-99.% Most groups experienced a decline in poverty during the 1990s, but

“to differing degrees. Export farmers and private sector employees benefited the most, and
food crop farmers the least. These improvements were made possible by sustained GDP
growth at an average rate of 4.3 percent per year during the 1992-99 period, accompanied
by a broad improvement in social indicators. Ghana's economic development was
especially beneficial for the poor because it was accompanied by agricultural growth,
which lifted out of poverty a large number of farmers, thereby reducing the percentage of
the poor in rural areas from 63.6 percent in 1991/92 to 49.5 percent in 1998/1999.

6. Poverty and regional inequality. Within both urban and rural areas, poverty
remained disproportionately concentrated in the savannah, especially in the Northern,
Upper East, and Upper West Regions (Table 1). These regions have benefited little from
poverty reduction that has occurred at the national level. The largest declines were
recorded in the Greater Accra Region—which includes the bulk of industrial and service
activities—and the Western, Volta, Ashanti and Brong Ahafo regions, where exports such
as cocoa, gold and timber are produced.

Table 1. Ghana, Summary Poverty Rates,

1991/92 and 1998/99
(In percent)
Poverty Incidence 1/

1991/92 1998/99
Greater Accra 25.8 52
Western 59.6 27.3
Eastern 48.0 437
Volta 57.0 37.7
Ashanti 41.2 27.7
Brong Ahafo 65.0 35.8
Upper West 88.4 83.9
Central 443 48.4
Northern 63.4 69.2
Upper East 66.9 88.2
Rural areas 63.6 495
Urban areas 271.7 19.4
All Ghana 51.7 39.5

Source: Ghana Statistical Service Poverty Trends in Ghana
in the 1990s” October 2000.
1/ Poverty line = 900,000 cedis (US$363) in 1999 prices.

7. Growth and inequality. Growth in average income will reduce poverty, other
things being equal, except when it is accompanied by an increase in inequality, in which
case the decline in poverty will be reduced. Conversely, the effectiveness of growth in
reducing poverty will be enhanced when growth is accompanied by falling inequality.

? Ghana Statistical Service, “Poverty Trends in Ghana in the 1990s”; October 2000. The data in the text
refer to an absolute poverty line (900,000 cedis per adult per year in 1998/99). Individuals with expenditures
above that level are considered able to purchase enough food to meet their nutritional requirements and to
meet their non-food basic needs.
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This is shown in Table 2, which breaks down the change in poverty into three
components: (i) the change in the mean value of consumption assuming that inequality
had remained unchanged (growth effect); (ii) the observed change in inequality assuming
that mean consumption had remained unchanged (distribution effect); and (iii) a residual
effect (which measures the interactive term between growth and redistribution effects).

8. In Ghana’s case, broad economic growth accounted for nearly all the poverty
reduction at the national level between 1991/92 and 1998/99. However, Ghana’s poverty
reduction would have proceeded faster if the process of economic development had been
more equal. This is especially the case for the Coastal Urban region, where the
effectiveness of growth in reducing poverty was substantially reduced by inequality
increases. In all regions, however, changes in inequality were not strong enough to
overturn the effect of growth.

Table 2. Decomposition of Change in Poverty, 1991/92 and 1998/99

Share of percentage change due to:

Total Change Growth effect  Redistribution effect  Residual

Accra -19.6 -12.6 -10.3 33
Urban Coastal -3.0 -11.8 8.0 0.8
Urban Forest -8.7 -11.2 0.0 2.4
Urban Savannah 5.5 6.5 -1.7 0.6
Rural Coastal -7.0 -9.8 1.8 1.0
Rural Forest -25.2 =233 1.6 -0.3
Rural Savannah 2.0 -5.0 1.6 1.5
All Ghana -12.1 -13.8 0.1 1.5

Source: Poverty trends in the 1990s, Ghana Statistical Service, October 2000,

9. Characteristics of the poor. Not surprisingly, there is a strong link between
poverty and low access to basic infrastructure, health services and education. In
participatory studies of poverty, Ghana’s poor expressed a strong demand for improved
social services, but there were substantial regional differences. Communities in the north
of the country saw a priority need for irrigation, potable water, health facilities and off-
farm employment generation. Those in the south placed more emphasis on skill training,
general education, transparency, good governance and provision of economic and social
infrastructure. In both regions, lack of access to credit was mentioned as a factor
exacerbating poverty, especially for farmers and the informal sector.

10.  Access to social services. Overall, access by the poor and the very poor to
essential social services such as education and potable water improved substantially from
1991/92 to 1998/99. In the case of electricity, only the non-poor households experienced
any significant gains (Table 3). In the education sector, net enrollment rates rose at the
primary and secondary level due to increased enrollment in private schools, especially in
urban areas. In contrast, enrollment in public schools either declined (primary level) or
remained constant (secondary level), largely on account of budgetary constraints and the
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perceived lower quality of public education relative to private schools. While Ghana’s
education system provided reasonable access to a majority of the population, it suffered
from several shortcomings, including: (i) poor quality of the public primary education,
which resulted in a low rate of progression to secondary schools; and (ii) an unequal
distribution of teaching capacity and infrastructure, with the greatest shortages found in
the three northern regions.

Table 3. Characteristics of the Poor, 1991/92 and 1998/99 1/

Very Poor  Poor  Non-poor National

Average

Electricity connection (%)

1991/92 9.7 20.1 408 29.8

1998/99 10.0 21.7 533 414
Access to potable water (%)

1991/92 57.8 62.1 679 64.6

1998/99 69.7 703 752 74.5
111 or injured individuals that did not
consult health personnel (%)

1991/92 51.1 54.3 43.1 46.3

1998/99 59.7 595 48.1 50.8
Primary education (net enroliment) 2/

1991/92 65.5 72.8 834 74.1

1998/99 72.6 86.3 889 83.4
Secondary schools (net enrollment) 2/

1991/92 323 388 41.7 37.5

1998/99 38.8 420 46.1 40.7

Note: 1/ From “Poverty Trends in Ghana in the 1990s,” Ghana Statistical Services, October
2000, which compares two household surveys (GLSS) taken in 1991/92 and 1998/99.
“Very poor” corresponds to those living below the extreme poverty line, “poor” to those
below the poverty line but above the extreme poverty line.
2/ Public and private schools.

11.  Gender differences. As in most other African countries, Ghana’s school
enrollment rates are lower for girls than for boys.6 In 1998/99, the gender differential in
net enrollment rates between girls and boys at secondary level was similar in magnitude to

4 The share of public enrollment in primary schools declined from 79 percent in 1991/92 to 73 percent in
1997/98 (Ministry of Education data), coinciding with declining budgetary expenditures on education (-3.8
percent per year in real terms in 1994-98).

5 “Public Health and Education Spending in Ghana in 1992-98: Issues of Equity and Efficiency”. Sudarshan
Canagarjah; Xiao Ye. World Bank Working Papers, 2001.

© This is true for each of the income quintile groups, i.e. the net primary enrolment rate for girls was less
than for boys in poor as well as rich households.
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that for primary schools, suggesting that there may now be no additional discrimination

against girls at the secondary level compared to that observed at the primary level.

Table 4. Ghana: Selected Poverty and Social Development Indicators

12. Compared to other African countries, Ghana’s health sector performed quite well
in the 1990s. Although budgetary expenditures on health (1.8 percent of GDP) were

Latest single year Same region/income group
1980-85 1994-99  Sub-Saharan Low-income*
Africa*
POPULATION
Total population, mid-year (millions) 12.6 18.8 642.3 2,417.0
Growth rate (percent annual average) 32 2.5 24 1.9
Urban population (percent of population) 323 379 339 314
Total fertility rate (births per woman) 6.4 43 5.4 3.8
POVERTY (percent of population)
Urban population . 19.4
Rural population . 495
INCOME
GNI per capita (USS) 360 400 490 420
Consumer price index (1995=100) 8 241 131 138
SOCIAL INDICATORS
Public expenditure
Health (percent of GDP) . 1.8 1.7 12
Education (percent of GNI) 2.6 42 4.1 33
Gross primary school enrollment rate
Total (percent of age group) 75 79 78 96
Male 85 84 85 102
Female 66 74 71 86
Access to an improved water source
Total (percent of population . 64 55 76
Urban 57 87 82 88
Rural 40 49 41 70
Immunization rate (percent under 12 months)
Measles 21 73 57 64
DPT 19 72 59 70
Child malnutrition (percent under 5 years) 27 25
Life expectancy at birth (years)
Total 55 58 47 59
Male 54 57 46 58
Female 57 59 48 60
Mortality
Infant (per thousand live births) 85 57 92 77
Under 5 (per thousand live births) 157 109 161 116
Adult (15-59)
Male (per 1,000 population) 400 316 499 288
Female (per 1,000 population) 334 272 453 258
Maternal (per 100,000 live births) 1,000 210 .
Births attended by skilled health staff (%) 47 44

*Latest available data for countries in group.
Source: World Bank, 2001 World Development Indicators, and Regional Database
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roughly equal to the average for sub-Saharan Africa (1.7 percent of GDP; see Table 4)’,
the key available outcome indicators such as life expectancy, infant and adult mortality
rates, and children immunization rates were much above the average for Sub-Saharan
Africa (Table 4). As in most countries, health infrastructure remains biased towards urban
and curative care, but the gap in preventive care between urban and rural areas has
narrowed significantly. This is particularly the case as concerns the immunization of
children, which shows few differences among regions despite wide differences in income.

13.  Income growth, improved sanitation, and greater access to potable water in rural
areas are some of the main factors behind Ghana’s improved social indicators. Increased
partnership with non-governmental organizations has also been a positive factor. In the
health sector, for instance, the 8private sector played a major role in managing hospitals
and providing health services.” Based on the 1998/99 household survey data, per capita
expenditures on health amounted to US$15, of which about US$5 were financed by the
budget. This raises important issues, however, concerning access to health services by the
poor. A comparison of the 1991/92 and 1998/99 household surveys shows that Ghanaians
are now less likely to consult health professionals when sick or injured (Table 3). The
reason for this is not entirely clear, although the introduction of user fees combined with
an inconsistent application of exemptions from fees could have resulted in reduced health
facility use.’

C. Macroeconomic and Structural Adjustment Record

14.  Ghana has made progress on structural and macroeconomic reforms since 1984,
sustaining output growth and increasing private sector activity and investment over the
last two decades. The major reforms are outlined in Box 1. This has been accompanied by
a political evolution to a firmly democratic form of government. However, progress on
growth and poverty reduction has been periodically interrupted by episodes of weak
macroeconomic management associated with the electoral cycle.

15.  Ghana made initial progress on macroeconomic stabilization and structural
reforms under the Economic Recovery Program launched in 1983. By the early 1990s,
inflation had fallen to 9.2 percent (from 122 percent in 1983), the trade regime had been
largely liberalized, the exchange rate was market-determined (though the market remained
segmented and inefficient), and the majority of price and distribution controls had been
lifted. These efforts were supported by a series of stand-by arrangements and

7 Budgetary health expenditures for Ghana exclude donor financed expenditures, which are estimated to
amount to 10 percent of the health budget.

8 Budgetary expenditures per capita amounted to about US$4.9 dollars in 1999. Ghanaian households were
found to spend US$15.4 per capita on health in 1998/99, which implies that private expenditures per capita
must have been about US$10.

® While several categories of patients (such as pregnant women) are exempt from fees, the policy is not
uniformly enforced. Due to a lack of budgetary resources, the contribution from patients has become
relatively more important. In recent years, financing from health fees was on average twice the planned
level.
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arrangements under the SAF and ESAF with the Fund, as well as a sequence of
adjustment credits from IDA.

16.  In 1992, the reform process was interrupted by political unrest in connection with
national elections, and by high government spending in the pre-election period, which
worsened macroeconomic balances and rekindled inflation. The Fund did not provide
financial support between 1992-94. In 1995, however, the government launched an
ambitious medium-term fiscal program, supported by a new ESAF arrangement. At the
same time, substantial progress was made on the structural front. A number of important
state assets were divested, including Social Security Bank, Ashanti Goldfields and a 15
percent stake in Ghana Telecom. The investment code was revised and an Export Duty
Free Zone launched. The Government also initiated a series of public sector reforms on
financial management, management of state-owned enterprises and civil service personnel
and salary structure.

17.  Inthe run up to the elections in December 1996, large fiscal slippages occurred
again. After the elections, the government curtailed domestic budgetary expenditures and
succeeded in halving the inflation rate over the subsequent two years. On this basis, and to
support Ghana’s progress in completing previously delayed reforms—in particular,
increased tariffs aimed at restoring financial viability to the public utilities, and the
passage of the VAT law—IDA approved a one-tranche adjustment credit, the Economic
Reform Support Operation (ERSO) in 1998.

18. By mid 1999, Ghana had made significant progress in restoring macroeconomic
stability—inflation had fallen to below 10 percent and real interest rates were declining
from a very high positive level. The VAT had been successfully re-introduced, a number
of insolvent banks were closed, the Government had reached a consensus with
stakeholders on the strategy for further liberalizing the cocoa sector and progress was
being made on the divestiture of the Ghana Commercial Bank. The 1995 ESAF
arrangement was succeeded in May 1999 by the current arrangement under the Poverty
Reduction and Growth Facility (PRGF), and in July 1999, IDA approved a second
Economic Reform Support Operation (ERSO II) credit, based on a program of continued
reforms in the cocoa, energy and banking sectors.

19.  Beginning in the latter half of 1999, Ghana suffered a major terms of trade shock,
with falling prices for Ghana’s two main exports, gold and cocoa, and rising prices for
petroleum imports. This shock, together with a delay in adjusting fiscal and monetary
policy accordingly, led to a sharp deterioration in macroeconomic performance, including
a build-up in external arrears. The exchange rate depreciated rapidly in the latter part of
1999 and inflation increased significantly. These problems were compounded by delays in
the adjustment of domestic petroleum prices and electricity rates, resulting in an
accumulation of large bank debts at the state-owned monopoly importer, Tema Oil
Refinery (TOR), and threatening the financial viability of the utilities.
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Box 1. Major Macroeconomic and Structural Reforms - 1983-2000

Exchange rate regime: Fully flexible exchange rate introduced (1992); liberalization of the
current account and capital inflows (1994).

Trade and investment policies: Tariff regime progressively lowered to current top rate of 20%
and simplified to 4 lines; majority of import and price controls relaxed (by 1986); trade in coffee,
and domestic marketing of cocoa liberalized (1992); new investment code and free zone program
enacted (1995); and cocoa export trade partially opened to private firms (2001).

Privatization and reform of state~owned enterprises: Privatization of 255 SOEs (or parts of
SOEs) had been authorized by end-2000; state enterprise law enacted and performance contracting
initiated in 1992; accelerated divestiture program launched in 1995 targeting economically
significant SOEs including Ghana Ports and Harbours Authority, Ashanti Goldfields.

Fiscal reforms: Civil service reforms (1987, 1995); Value Added Tax introduced and partial
implementation of universal Tax Identification Numbers (1999); price subsidies on agricultural
inputs removed; independent utilities regulatory commission established (1998); Medium Term
Expenditure Framework introduced for budget (1999), though yet to become fully effective.

Financial sector reforms: Private banks authorized to operate (1988); removal of credit controls
and liberalization of interest rates and bank charges (1990); sale of government shares in large
state-owned banks (1996); modern prudential regulations enacted (1992); privatization of
remaining state-owned banks launched (1998); closure of three insolvent banks (2000) and
transfer of guaranteed deposits; creation of an apex bank to oversee all rural banks.

Decentralization: Creation of District Assemblies (local government) in 1988; District
Assemblies Common Fund established with statutory contribution of 5% of revenues (1992).

20.  As the terms of trade worsened further, the exchange rate depreciation and rising
inflation continued through 2000. The authorities responded in early 2000 by tightening
monetary policy, postponing public expenditures and by raising the VAT rate. Based on
these and other upfront measures, the second review of the PRGF arrangement was
completed in August 2000. IDA also disbursed part of ERSO II in 2000, based on
continued progress on the structural front, with the closure of several insolvent banks,
further development of the regulatory framework for the electricity sector aimed at
encouraging future private investment, and issuance of regulations permitting the private
exports of cocoa beans.

21.  Fiscal and monetary discipline faltered once again in the run up to the December
2000 elections. The newly-elected government, however, having inherited a very difficult
economic situation, moved quickly to restore stability. In February 2001, petroleum prices
were doubled in order to staunch operating losses at the state-owned refinery, and similar
increases in electricity and water tariffs took effect in May to curtail losses at those
utilities. An interim budget passed in March 2001 raised taxes and curtailed expenditure
appropriations, and a further package of fiscal measures was devised for implementation
beginning mid-2001. On the strength of the government’s macroeconomic and structural
reform program for 2001, the third review under the PRGF arrangement was completed
(IMF/EBS/01/88, 6/27/01) and IDA presented the Third Economic Reform Support
Operation (ERSO II) operation to the Board (IDA/R2001-0121 of 7/05/01).
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22.  Sustained implementation of tight financial policies during 2001 resulted in
significant progress on macroeconomic stabilization. The inflation rate was brought down
from a peak of 42 percent in early 2001 to half that rate by end-year, the nominal
exchange rate remained basically constant during the year, and the foreign exchange
reserve position was rebuilt. All the main monetary and fiscal performance indicators
under the program for August 2001 were met. At the same time, progress was made in the
restructuring of public enterprise debt, and work advanced on setting a fee schedule for
public utilities that would allow them to move progressively toward full cost recovery.
Measures intended to strengthen public expenditure control at the commitment stage were
delayed, however, resulting in the build-up of new domestic arrears. Progress was also
slower than expected in the area of divestiture, although this in part reflected the
authorities’ efforts to ensure a transparent process. On the strength of the government’s
record in restoring macroeconomic stability in 2001 and its economic program for 2002,
Fund staff is proposing completion of the fourth review under the PRGF arrangement in
February 2002.

III. MEDIUM-TERM OUTLOOK FOR POVERTY REDUCTION

A. The PRSP Process

23. The Ghana Poverty Reduction Strategy (GPRS), as the PRSP is referred to in
Ghana, builds upon the Interim PRSP. The Interim PRSP was reviewed in August 2000
by the Boards of IDA and the Fund, which agreed that it provided a sound basis for the
formulation of a full participatory PRSP.!

24.  The preparation of the GPRS started in July 2000. Teams were established,
participatory poverty analyses were conducted in thirty six sample communities, and
consultation workshops were held in twelve districts and six administrative regions.
Following the constitution of a new government, the preparation process accelerated in
early 2001, led by the newly-formed Ministry of Economic Planning and Regional
Cooperation.

25.  The preparation of the GPRS was guided by three key objectives. The first was to
prepare a strategy for poverty reduction that would rest to a large extent on increasing the
participation of the poor in economic development (see key steps to the GPRS process
provided in Table 5). The second objective was to ensure broad participation of civil
society in the preparation of the GPRS, in order to build consensus for the strategy. The
third objective was to translate the overall poverty reduction strategy of the GPRS into
fully costed programs that would be included in the annual budgets, starting with the 2002
budget. These three characteristics were viewed as distinguishing the GRPS from Ghana’s
previous poverty reduction strategies.

26.  Task forces were formed in March 2001 with the participation of key partners,
including civil society groups, the media, private sector, government ministries and

01D A/SecM2000-400 and IMF/EBD/00/65.
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development partners (Table 5). The reports of these task forces were reviewed in a
broader two-day forum called the National Economic Dialogue (NED) in mid-May 2001,
with the objective of preparing a preliminary development and poverty reduction agenda.
Extensive consultations with civil society were subsequently conducted in various regions
of the country, involving NGOs, CSOs, business associations, labor unions, religious
organizations as well as the general public.'' This process led to a series of revisions of
the initial draft GPRS.

Table 5. Key Steps of the GPRS Process in 2000-2001

Activity

Participants

Date

Launching of GPRS process

Community, district and
regional consultations

Harmonizing and synthesizing

Cross section of Ghanaian society

Community groups, district and regional
representatives

July 2000

Oct.-Nov. 2000

workshops Government, civil society, donors March 2001

National Economic Dialogue Government, cross-section of civil society May 2001

Presentation on draft GPRS Development partners July 2001
Chief directors of MDAs, NGOs and religious

Consultation workshops bodies, labor unions, policy advocacy groups,  Aug. 2001
think tanks, women’s groups and media

Call for comments National Association of Local Governments, Aug, 2001

Regional GPRS workshops

Policy Review workshops with

gender network, donors

Public and private sector, NGOs, CSOs and
CBOs

Administrative Group A (economic and safety
groups) and Group B (social, infrastructure

Sept-Oct. 2001

MTEF/Budget Division and administration); policy advocacy groups Sept. 2001
and think tanks

Review of strategic plans —

GPRS policies MDAs Sept. 2001

Retreat Political parties and parliamentarians Oct. 2001

Budget hearings MDAs Oct. 2001

Rgvxe'w.v of budget with GPRS Cabinet and Parliament Nov. 2001

priorities

27.  Starting in the second half of 2001, and in parallel with the on-going consultation
process, working group meetings were held within the government for the purpose of

! Key organizations included Trade Union Congress, Civil Society Coalition, and the Ghana Association of
Private Voluntary Organizations in Development (GAPVOD).
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integrating the GRPS into the budgetary process.'* This was perceived as crucial for
effective implementation of the poverty reduction strategy. Policy Review workshops
were held with sectoral ministries, district government were instructed to prepare strategic
implementation plans based on the GPRS priorities, and budget ceilings for the MDAs
were issued based on the results of the workshops. Following the completion of further
work to cost the proposed programs and revise the draft document, the authorities expect
to publish the GPRS in the first half of 2002.

B. Macroeconomic Objectives

28.  The main objective of the authorities’ medium-term macroeconomic strategy is to
reduce the burden of government debt and create a virtuous circle of declining debt-
service payments, lower inflation, and lower interest rates. The authorities aim to create
an environment favorable to private sector-led growth and sustainable poverty reduction,
and to make room within the government’s budget for increased expenditures on
education, health, and other priority services. This strategy and its associated goals were
discussed with all sectors of society within the framework of the National Economic
Dialogue, and will form the backbone of the GPRS. The government intends to achieve its
macroeconomic goals through a combination of sustained surpluses in the domestic
primary budget and a firm monetary stance, and counts on strong support from the
international community, including in the form of debt relief under the enhanced HIPC
Initiative.

29.  The authorities’ medium-term framework, as reflected in the draft GPRS, targets
by 2004 a single-digit inflation rate (5 percent), an acceleration of the real rate of
economic growth (to at least 5 percent), and the restoration of a prudent level of official
foreign reserves (equivalent to about three months of imports). In addition to
macroeconomic stability, underlining the government’s growth projections are policies to
enhance the efficiency of the public enterprise sector, reorient public expenditure to
growth-promoting activities, and enhance private sector development. Overall investment
will rise gradually to about 25 percent of GDP, and will be increasingly financed out of
higher domestic saving; in particular, the authorities count on higher public savings,
generated through measures to enhance the tax revenue-GDP ratio.

30.  In the short-term, the authorities view the restoration of macroeconomic stability
as a cornerstone on which policies can be put in place to reduce poverty on a sustained
basis. They have set the following main goals: (i) bringing down the inflation rate, and
hence nominal interest rates; (ii) reducing the government’s domestic and external debt
burden, by curtailing budget deficits and seeking debt relief; (iii) strengthening public
expenditure management and control; (iv) curtailing losses in key state enterprises; and
(v) pursuing an ambitious divestiture strategy to reduce the stock of domestic debt and
increase the role of the private sector in economic activity.

"2 The review also led to the identification of priority spending areas, as outlined in Table 6 below.
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C. Sectoral and Social Policies for Poverty Reduction

31.  The formulation of Ghana’s poverty reduction strategy builds upon analytical
work carried out by government and civil society participants. The emerging strategy
includes the following three broad components (Box 2):

e Supply side measures to increase the participation of the poor in economic
development;

¢ Governance and institutional reforms to facilitate policy implementation and
reallocation of budgetary expenditures; and,

¢ Bridging disparities in access to social services that are essential to poverty
reduction.

Supply-side measures

32.  Inrecent years, the financial sector’s ability to provide reasonably priced credit to
small and medium-sized borrowers has been seriously compromised by the large
borrowing requirements of the public sector (government and public enterprises).'> The
availability of nearly risk-free investments in high-yielding treasury bills and lending to
public enterprises with government guarantees has impeded savings mobilization by
banks. This has been a key factor accounting for high interest rates in real terms. The
strategy for improving financial intermediation in Ghana is therefore focused on: (i)
reducing the domestic debt of government and public enterprises; (ii) improving the
financial soundness of banks by improving their financial viability; and (iii) assuming part
of the debt of state enterprises incurred as a result of the government decision to delay
price adjustments in 2000 when the exchange rate depreciated substantially.

33.  Measures to improve the financial viability of key public enterprises are
viewed as important in part to avoid the diversion of fiscal and quasi-fiscal resources
away from uses that could better benefit the poor. Phased price increases for the public
utilities will be an essential element, and are being planned through a series of
consultations with civil society to ensure that the effects on low-income groups and the
need for corresponding improvements in service delivery are taken into account.

34.  The objectives of the divestiture program are to ensure greater efficiency and to
mobilize funds that would be used for reducing the domestic debt. Progress in this area in
the past two years has been limited. However, following the appointment of a new Board
for the Divestiture Implementation Committee (DIC) in August 2001, work is proceeding
on the planned sale of several large state enterprises, two banks, and a dozen or so other
state-owned firms.

1> About 60 percent of non-farm enterprises identified lack of capital or credit as the most limiting factor on
their operations. Only 2 percent were successful in obtaining credit. (1998/99 Ghana Living Standards
Survey, October 2000.)
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Box 2. Pillars of Ghana’s Poverty Reduction Strategy

I. Supply side objectives to stimulate pro-poor growth

A. Macroeconomic environment for poverty reduction
e  Stable macroeconomic environment: reduce inflation and maintain competitiveness of
exchange rate
e Domestic debt management: reduce domestic debt of government and public enterprises to
bring down interest rates and facilitate credit access by small entrepreneurs
»  Public enterprise reforms: adjust prices and restructure enterprises in a manner consistent
with poverty reduction

B. Increased Production and Employment
e  Stimulate the development of agriculture, agro-processing, non-traditional exports and
employment
e Improve environment for private sector development
e Provide skills and entrepreneurship development for the youth

II. Governance and Institutional Reforms

e Budgetary reform: enhance cost effectiveness of public expenditure through improved
budget preparation and expenditure management

e Reform of government administration: enhance the capacity of the civil service and
rationalize the roles and structures of Central Management Agencies and subvented
agencies

o Decentralization: ensure wider participation of local communities in the decision-making
process by increasing the leadership role and capacity of District Assemblies

e Strengthen transparency and accountability, with “zero tolerance of corruption”

III. Bridging disparities in access to social services that are essential to poverty reduction

A. Equitable human resource development

e Increase access to education by improving school quality and infrastructure in the poorest
regions and extending special partnership programs with non-government actors

o Improve health care by bridging equity gaps in access to quality health and nutrition
services; ensuring sustainable financing arrangements that protect the poor; and enhancing
efficiency in service delivery

e  Reduce the incidence of HIV/AIDS, and provide support for people living with HIV/AIDS
and their families

e Increase access to safe water and strengthen environmental health

B. Specific Programs for the Excluded and Vulnerable
o Expand the coverage and effectiveness of essential services for the poorest groups and
geographical areas
Develop systems that enforce protection of rights, especially for children and women
Increase partnerships with non-governmental organizations

35.  Because about 80 percent of Ghana’s poor live in rural areas, accelerating
agricultural growth and creating sources of off-farm employment is key for reducing
poverty. The Agricultural Service Sector Investment Program (AgSSIP) aims at
providing improved service delivery to smallholders, mechanisms for the sustainable use
of land, and off-farm employment. The strategy also envisages devoting resources to
improve storage facilities and construct feeder roads which are critically important to
increase market access for poor farmers. Reforms will continue in the cocoa sector, to
increase producers’ share from export sales and liberalize external marketing. Investments
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in agro-processing will be promoted, and foreign participation sought, through
infrastructure development and reforms to facilitate access to land and to clarify property

rights.
Governance and institutional reforms

36. Bﬁdgetary management has deteriorated in recent years (see section I11.D). To
begin remedying this problem, a number of immediate measures have been taken,
including:

e Strengthening procedures to control expenditures at the commitment stage. For
this purpose, a system of rolling forecasts of cash receipts and payments has been
established, and quarterly ceilings on expenditure commitments set for the line
ministries to help ensure that the fiscal program remains on track.

e Improving budgetary execution. Monthly reports on expenditure commitments
and cash expenditures are now being produced in order to monitor the
implementation of the budget and avoid the accumulation of arrears. The
government has also introduced Quarterly Allocation Control Registers to
monitor allocations and releases made to MDAs.

¢ Strengthening the Treasury accounting system.

37.  Inparallel, a medium-term program of budgetary reforms is underway, with three
main components: (i) a resuscitation of the Medium-Term Expenditure Framework; (ii)
the introduction of a Budget and Public Expenditure Management System (BPEMS),
under which the three different functions of budget preparation, budget implementation
and budgetary accounting would be integrated into one system; and (iii) the
decentralization of government functions.

38.  The long-term objective of the decentralization plan is to increase the role of
local communities in determining the regional and sectoral allocation of expenditures.
This will require measures to enhance the capacity of District Assemblies. As a first step,
a bill to establish a Local Government Service will be submitted to Parliament, giving the
District Assemblies greater control over the management of staff as well as special
incentives for staff to relocate to poor areas.

39.  Transparency in the rules and procedures governing public resource use would
be improved by: (i) revising the procurement law with the objective of providing a
unified-set of standards for open procurement to be applied to all public expenditures; and
(ii) strengthening the procedures for internal auditing.

Bridging disparities in essential services for the poor

40.  The GPRS identifies a range of government activities and services that are
regarded as particularly important for the poor (Table 6). These are to be given high
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priority in the allocation of budgetary resources, including resources released by debt

relief.
Table 6. Classification of Poverty-Related Expenditures
Sector Category
Basic Education (Early childhood development, Primary,
Education JSS, Non-formal)
Community secondary schools
Technical/vocational
Primary health care (District/Sub-district services, Public
Health .. .
health, Training, Exemptions)
Water and sanitation
Works and Housing Social/Rural housing
Drainage
Extension
. Irrigation
Food and Agriculture Storage
Marketing
Feeder roads
Roads and Transport Road safety
Ener Rural electricity
gy Renewable energy
Manpower development Social welfare
and Employment Vocational training/Skills development
Local government Governance
oca’ gov Community Development
and Rural Development ;
Slum upgrading
Trade and Industry Agro-industry
Environment Environmental protection
Justice Legal aid

Women affairs

Women centers
Children centers

Others

HIV/AIDS

Human rights

Safety

Disaster management
Participation

Source: Ghana government

4]1.  Inthe education sector, the main goals are to reduce inequalities in access to
schooling and address acute resource gaps, particularly as regards teacher deployment
and supervision, distribution of learning material and retention of qualified personnel.
The strategy places a renewed focus on developing basic education, with emphasis on the
hard-to-reach areas of northern Ghana, remote rural areas and urban slums. Education of
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the youth will be linked to labor market needs through expansion of vocational and
technical training, and special skill acquisition programs.

42.  The objectives in the health sector are to: (i) promote equity of health outcomes,
with a special focus on reducing geographical disparities and addressing diseases that
affect the poor most; and (ii) enhance efficiency in service delivery, especially by
strengthening links with the private sector and NGOs. Reducing equity gaps in access to
health care will be achieved by strengthening community-based care and reforming the
current financing arrangements. Health workers will be redistributed towards the poorest
regions, and increased budgetary resources would be set aside for providing exemptions
to user fees.'* To improve service delivery in the face of limited resources, the intention
is to give priority to cost-effective health interventions, particularly immunization and
supervised birth delivery; high impact and rapid delivery programs to reduce under-five
and maternal mortality and malnutrition in the three northern and Central regions;
prevention and effective treatment of malaria, including ensuring availability and use of
insecticide-treated bed nets; eradication of Guinea worm; and HIV/AIDS prevention and
care.

43.  HIV/AIDS and poverty are related through ill health, depletion of savings to
finance medical expenditures, discrimination in the employment market, and loss of
income. With an HIV/AIDS prevalence of over 3 percent among the adult population,
HIV/AIDS has become a major health issue in the country. To address the
developmental challenge of HIV/AIDS, a Ghana National AIDS Commission (GAC) has
been established and a national AIDS strategy has been formulated, with broad civil
society participation. The Ghana AIDS Response Fund—under the authority of the
GAC—will finance governmental and civil society entities and communities to provide a
broad spectrum of preventive and care activities at national, regional and local levels.

44.  The strategy includes a number of special programs for the vulnerable and
excluded, including the disabled, street children, and (in certain communities) women.
These programs aim at enforcing protective rights and strengthening the effectiveness of
social security schemes. They will make increased use of partnerships with civil society
organizations, since CSOs have a strong comparative advantage in responding effectively
to the needs of the vulnerable and excluded.

D. Implementation Capacity

45.  An effective constraint on the ability of the government to implement its poverty
reduction strategy is the poor state of public expenditure management systems in Ghana.
The recent HIPC Assessment and Action Plan ranked Ghana among the group of HIPC
countries in Africa that require considerable upgrading of their public expenditure
management capacity. Notwithstanding the improvements made by the new
administration during 2001, continued weaknesses in budget preparation, execution, and

! Internally Generated Funds (IGF) have been on average twice as much as initially programmed. These
funds have been used to offset part of the shortfalls in the level of funds available from the consolidated
fund.
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reporting will hamper the ability of the government to ensure that resources are shifted to
the priority sectors and to monitor the implementation of the priority programs identified
in the poverty reduction strategy.

46.  There are several weaknesses in the annual budget exercise as a tool for the
implementation of the government’s policies for poverty reduction. A large portion of
donor flows as well as expenditures financed by the fees retained by ministries outside
the treasury system are excluded from the budget formulation and implementation
processes (see below). This makes it difficult to identify and channel resources to the
priority programs identified in the poverty reduction strategy. The absence of functional
and program breakdowns of budget expenditure compounds this problem further. The
reliability of the budget estimates for planning purposes has also been undermined by a
tendency to overestimate donor flows and underprovide for statutory costs, resulting in
other expenditures being curtailed in the course of the year.

47.  The effective execution of the budget is undermined by weak systems of
commitment control and internal audit as well as the absence of reconciliation between
budget and banking data. Weaknesses in expenditure commitment control and payroll
management have led to a substantial stock of payments arrears and have limited the
capacity of the ministries, the Education Trust Fund, and the District Assembly Common
Funds to implement their social programs. The absence of internal audit systems at the
treasury and most ministries implies that there is no formal mechanism to safeguard the
use and targeting of budget outlays. The breakdown in the processes for reconciling fiscal
and banking data and the proliferation of bank accounts outside the control of the
Controller Accountant General’s Department (CAGD) increase the risk of inappropriate
or unintended use of budget resources.

48.  Budget reporting systems are also weak. Most ministries fail to submit monthly
reports on budget implementation to the CAGD. However, after a two year lapse, the
CAGD has begun producing monthly reports on the transactions implemented through
the treasury system. These reports provide a breakdown of expenditure funded through
the budget by each ministry but they suffer from problems of timeliness, coverage and
accuracy. The reports are available with up to a six-week lag because of the reliance on
the manual processing of data. They also fail to capture many donor flows, especially
those related to grants and projects, and own-resources of ministries. The staff estimate
that these omissions are large and could seriously impact the government’s ability to
monitor poverty-related expenditures. Comparing the 2000 budget outturn reported by
the Ministry of Finance, using an economic classification, with that complied by the
CAGD on the ministries, suggests that the CAGD’s system failed to capture expenditure
amounting to 6.6 percent of GDP. The accuracy of the CAGD’s reports is also
compromised by the absence of systematic monthly reconciliation with bank account
data.

49.  The authorities are taking steps to address some of the shortcomings in the public
expenditure management system. With technical assistance from the Fund, the Ministry
of Finance is working to produce a system of rolling quarterly expenditure ceilings for
ministries which should help control expenditure commitments and arrears. Quarterly
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reports monitoring the implementation of these ceilings will be submitted to the Minister
of Finance, accompanied by detailed projections of future revenue and budget releases.
The government also plans to start work on the development of a budget manual for use
by the budget officers, to improve operations and reporting at the ministry level.

50.  Work is also underway to implement a system to track poverty-related
expenditures (as defined in Table 6) and the use of HIPC relief. This tracking system,
which has been designed as an integral part of the existing framework for budget
monitoring and reporting, is described and assessed in section V.C.

IV. DEBT SUSTAINABILITY ANALYSIS AND ENHANCED HIPC INITIATIVE ASSISTANCE
A. Procedures and Reconciliation Status

51.  The debt sustainability analysis (DSA), which was prepared jointly by the
Ghanaian authorities and staffs of the IMF and the World Bank, assesses the possible
evolution of Ghana’s external debt indicators over the next 20 years. The analysis is
based on the stock of external public and publicly guaranteed debt outstanding and
disbursed at end-December 2000'° and indebtedness is measured in NPV terms.'® The
computations are based on loan-by-loan data provided by the authorities and include
information on external loans submitted by the parastatal enterprises. The reconciliation
with creditors’ statements has been fully completed for multilateral debt and is pending
for Paris Club and other official bilateral debt.!” Currently, approximately 86 percent of
the total debt stock can be considered reconciled.

B. Structure and Evolution of External Debt

52.  Ghana’s public and publicly guaranteed external debt is estimated to have reached
US$6.0 billion in nominal terms at end-2000 (Appendix II, Table 2), including US$81
million of arrears.'® In net present value (NPV) terms, total external debt amounted to
about US$3.9 billion, equivalent to about 571 percent of central government revenues,

15 It excludes short-term debt, except long outstanding arrears on short-term debt.

'¢ The NPV of debt was calculated using end-2000 exchange rates, and the discount rates are the average
currency-specific commercial interest reference rates (CIRRs) for the six-month period July- December
2000 (Appendix II, Table 13).

17 paris Club debt should be fully reconciled soon, since the authorities expect to request a flow
rescheduling with Ghana’s Paris Club creditors.

18 This figure consists of bilateral arrears still outstanding as of December 31, 2000 on payments due in
2000. Of this, US$9.1 million were still outstanding at the time the DSA was done. Of the outstanding
arrears, 68 percent were owed to Paris Club creditors, 4 percent to non-Paris Club official bilateral
creditors, and the remaining 28 percent to commercial creditors.
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aboutl£57 percent of exports of goods and nonfactor services, and about 78 percent of
GDP.

53.  There is relatively little change in the overall structure of the debt from that
presented in the preliminary HIPC Initiative document (Table 7). The nominal stock of
debt has increased by some US$103 million, much of it as a result of the inclusion of
certain loans to public enterprises for which the Debt Management Unit had lacked
information at the time the preliminary document was prepared. Additional changes are
the result of a more complete reconciliation on debts to France, Germany, United
Kingdom, and the United States.

Table 7. Comparison of Preliminary and
HIPC Decision Point Documents
(In millions of U.S. dollars, unless otherwise indicated)

Preliminary Document Decision Point Document ~ Percent Change

Reference Date End-December End-December
2000 2000

Nominal stock of external debt 5918 6021 1.7
NPV of external debt

Before traditional 3810 3898 2.3
mechanisms

After traditional mechanisms 3803 3893 24
Government Revenue 683 683 0.0
NPV of debt-to-revenue ratio 557 570 2.4
(percent)
Common reduction factor 55.1 56.2 1.9
(percent)
NPV of HIPC Initiative debt 2,096 2,186 43
relief

Sources: IDA/R2001-0111 and IMF/EBS/01/89

54.  Multilateral creditors account for 50.3 percent of the overall NPV of debt before
full use of traditional debt-relief mechanisms, with IDA, the African Development Bank
(AfDB)/African Development Fund (AfDF), and the IMF accounting for 35.7 percent,
6.0 percent, and 5.1 percent of the total debt, respectively (Figure 1).2° Paris Club
creditors represent 37.9 percent of the total outstanding debt, and non-Paris Club
creditors represent 1.5 percent. Commercial debt accounts for 10.2 percent of the public

' The NPV of debt-to-exports ratio is measured using the backward-looking three-year average of exports
of goods and services. The NPV of debt-to-revenue ratio in the base year is based on a conversion of 2000
government revenue at the end-2000 exchange rate.

%0 The IMF’s stock of debt has been revised downward by SDR 26.75 million from that contained in the
Preliminary Document, due to the exclusion of a disbursement made in August 2000 which was deemed by
the IMF Executive Board in June 2001 to be noncomplying, and which was repaid by the end of 2001.
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and publicly guaranteed debt. Of the commercial debt, Korean creditors account for 36
percent of the NPV before traditional relief, with UK commercial creditors accounting
for 25 percent, and those in the Netherlands and South Africa accounting for 10 percent
each.

Figure 1. Ghana: Stock of External Debt, End-December 2000 1/

Net present value of debt: US$3,892.6 million

Commercial Creditors

10.2% w
Non-Paris Club B

1.5%

World Bank Group
35.7%

Paris Club
37.9%
ADB
T 60%
IMF
5.1%

Other Multilateral
3.5%

Nominal value of debt: US$6,021.0 million

Commercial Creditors

6.4%
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-

1.4%
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Source: Ghanaian authorities; and Fund-Bank staff estimates and projections.

1/ After full use of traditional debt relief mechanisms.
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55.  The baseline DSA simulates the full application at end-December 2000 of
traditional debt relief mechanisms, including a stock-of-debt operation from Paris Club
creditors on Naples terms, providing a NPV reduction of 67 percent on pre-cutoff date
non-ODA debt, with comparable treatment from all other official bilateral and
commercial creditors. Ghana has never benefited from a concessional rescheduling with
the Paris Club and has repaid all its obligations on pre-cut-off date Paris Club loans.*’
Regarding other official bilateral debt, only 11 percent of the debt is considered to be
eligible for a rescheduling under the existing framework. Therefore, traditional debt
relief mechanisms offer limited relief in Ghana’s case, reducing the NPV by only 0.1
percent.

56.  Ghana is one of the few cases in which performing commercial credits are eligible
for relief under the enhanced HIPC Initiative. In the case of Ghana, the debt has for the
most part been fully serviced with the exception of some difficulties encountered in
2000/01. Furthermore, some of the loans are secured with substantial collateral. Staff
have begun communicating with certain commercial creditors, to inform them of the
burden-sharing approach under the enhanced HIPC Initiative, with a view to finding
acceptable means for their provision of assistance under the HIPC Initiative. Possible
solutions which are being considered are the provision of relief directly by the creditors
concerned or by governments, or through the privatization of the projects or companies in
question prior to completion point.

C. Long-Term Macroeconomic Outlook

57.  The macroeconomic projections used in the DSA assume the continued
implementation of sound macroeconomic policies, as outlined under the current PRGF-
supported program. The long-term macroeconomic outlook is crucially dependent on
continued assistance from donors, in addition to the debt reduction resulting from HIPC
relief. Following the terms of trade shock in 1999-2000, donors provided extraordinary
amounts of program support in 2001, totaling 6 percent of GDP, in addition to project
loans and grants equal to nearly 8 percent of GDP. While the level of assistance is
expected to return to more normal levels in 2002 and onwards, donors are aware that the
provision of HIPC relief should not displace project and program aid, since this would
contravene the principle that HIPC relief should enable Ghana to increase its poverty
reduction efforts.

58.  To ensure that the debt reduction resulting from the provision of HIPC relief is
preserved, a greater share of the future external assistance provided to Ghana will need to
be provided in the form of grants rather than loans. In line with the requirements of the
PRGF-supported program, all new loans taken by Ghana are expected to have a grant
element of at least 35 percent, and it is assumed that the share of new loans that are
provided on IDA-terms (with a grant element of 75 percent), will be maintained at 50

2! The cut-off date is January 1, 1983. Since 1983, Ghana has had only one nonconcessional rescheduling,
in 1996. The agreement provided for a deferral of long-outstanding arrears and pre-1983 debts to Brazil,
Italy and Norway.
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percent, which is approximately the current share of World Bank loans in the total stock
of debt.

59.  Real GDP is projected to grow annually by 5 percent on average over the next

20 years. Export volume growth averages 4.2 percent annually over the projection period,
compared to an average growth of 9.1 percent observed during the 1990s. Relatively low
volume growth in 2002-2005 is assumed in view of a real appreciation of the exchange
rate in 2001 and 2002 and the expectation of lower demand for imports among Ghana’s
trading partners in 2002. Growth in export values, however, is sustained during the 2002-
2005 period by a projected recovery in world prices for cocoa and gold. Over the
projection period as a whole, assumed annual increases in the U.S. dollar value of major
export categories are as follows: Cocoa, almost 7 percent; gold, 6 percent; and other
exports, just over 8 percent.

60.  The key elements of the fiscal projections underlying the DSA are summarized in
Box 3.2 After rising to 18.1 percent of GDP in 2003, government tax revenues are
projected to remain relatively constant as a share of GDP for the rest of the period. This
assumes that there will be no changes in tax rates or structure (except for the elimination
of the temporary National Reconstruction Levy in 2003) from end-2002 onwards. The
projections are conservative, as they do not incorporate any allowance for the positive
effects on revenues of planned tax administration reforms, which include, among other
things, the introduction of a Large Taxpayers’ Unit. Project and program grants, as a
share of GDP, are assumed to decline gradually over the entire projection period, and will
reach the level achieved during 1996-2000 towards the end of the projection period.
Lower domestic borrowing requirements will reduce domestic interest expenditures as
the stock of domestic debt declines, and real interest rates are expected to fall as
macroeconomic stability is consolidated.

D. Debt Sustainability and Enhanced HIPC Initiative Assistance

61.  In April 1997 the fiscal revenue/openness criteria were established to allow for
the possibility that, for countries with a high export base, reaching the debt-to-export
criteria targets may still leave the country with an unsustainable external debt burden
relative to government revenues. In order to qualify for this window, the country must
have an export-to-GDP ratio of at least 30 percent, and a fiscal revenue-to-GDP ratio of
at least 15 percent, using an average of the last three years of actual data®.

62.  On the basis of the macroeconomic assumptions outlined in Box 3, Ghana’s
external debt would remain unsustainable even after the application of traditional debt-
relief mechanisms. The NPV of debt-to-revenue ratio is estimated at 570.3 percent at
end-2000 and would remain above 250 percent until 2008 (Appendix II, Table 4). With
an exports-to-GDP ratio of 37 percent and a fiscal revenue-to-GDP ratio of 17 percent,

22 The expenditure projections described are before use of HIPC relief.

2 “Modifications to the Heavily Indebted Poor Countries (HIPC) Initiative, July 23, 1999 (IDA/SecM99-
475,and EBS/99/138).
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Ghana qualifies for debt relief under the fiscal revenue/openness criteria, which would
provide significantly more relief than using the debt-to-exports ratio (which stands at 157
percent after traditional debt relief).

Box 3. Ghana: Main Assumptions in the Debt Sustainability Analysis (DSA)

The following macroeconomic assumptions are used for the 20-year baseline DSA
projection:

o Real GDP growth is projected to average 5 percent per year during 2001/02-2020/21
and inflation is projected to 5 percent per year after 2003.

e Following its sharp decline in 2000-01, the terms of trade is projected to improve by 25
percent by the end of 2005, and marginally in the subsequent 15 years.

o The growth in export volumes for cocoa and gold is projected to average 4 percent over
the projection period. Overall growth in export volume is expected to increase from 2.2
percent annually in 2002-03 to 4.9 percent annual growth by 2009-10 and remain at
this level for the rest of the period.

Import volume growth is projected at a rate of 5.7 percent per annum.

e Gross domestic investment is projected to increase from 22.3 percent of GDP in 2001-
02 to 24.5 percent by 2010-11, as the reduction in government debt frees up capital for
the private sector.

¢ Foreign direct investment is projected to stay roughly constant at 0.8 percent of GDP
over the entire projection period.

e Total government revenue is projected to increase from 21.2 percent of GDP in 2001 to
22.4 percent of GDP in 2003. Tax revenues rise from 15.9 percent of GDP in 2001 to
18.1 percent of GDP in 2003. After 2003, non-grant revenue remains constant as a
share of GDP, and grant revenue declines gradually to 2 percent of GDP in 2020.

e Non-interest recurrent expenditures are assumed to stay constant at 11.2 percent of
GDP and capital expenditures remain at around 9.3 percent of GDP through 2020. Just
under half of the capital expenditure is financed domestically during most of the
period. The domestic debt reduction will produce a fall in interest expenditures from
6.6 percent of GDP in 2002 to 1.8 percent of GDP in 2006. In the remainder of the
period, interest expenditures will gradually decline further to 1.2 percent of GDP.

¢ The external financing requirements to be filled by donor support will be close to 10
percent of GDP until 2008 and then drop to 9 percent of GDP for the remainder of the
period to 2020. Program support is assumed to represent 32 percent of total external
financing needs between 2002 and 2007. Thereafter, program support is assumed to
decline to 27 percent on average. It is assumed that half of all new borrowing will be
on IDA-terms., i.e., a grace period of 10 years, 40 years to maturity, and an interest rate
of 0.75 percent p.a. The other half of new borrowing is assumed to have a grace period
of 5 years, maturity of 15 years, and interest rate of 2 percent p.a.

¢ Grants, which are assumed to remain unchanged at 4.3 percent of GDP, represent
30 percent of total external financing on average for the period 2002 to 2020, up from
26 percent in the period 1996-2001.

e The current account deficit, excluding grants, is forecast to fall from about 9 percent of
GDP in 2001-02 to 5.2 percent in 2005-06 and remain at this level for the rest of the
period.

¢ From 1.2 months of imports of goods and nonfactor services in 1999-2000, gross
official reserves are forecast to increase to 4 months by 2012-2013 and remain stable
thereafter.
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63.  The total amount of HIPC Initiative assistance required to bring the ratio of the
NPV of debt to revenues to 250 percent would be US$2,186 million. The total nominal
debt relief is estimated to amount to US$3,700 million. The assistance under the
enhanced HIPC Initiative would entail a common reduction factor of 56.2 percent, based
on the estimated NPV of debt outstanding on December 31, 2000. Based on proportional
burden sharing, multilateral assistance would amount to US$1,102 million, while official
bilateral creditors would provide US$861 million and commercial lenders

US$223 million. IDA’s HIPC Initiative assistance would total US$781 million in NPV
terms, equivalent to a total debt-service saving of US$1,446 million over the next 20
years. The IMF and the AfDB would contribute US$112 million and US$131 million in
NPV terms, respectively.

E. Impact of Enhanced HIPC Initiative Aséistance on Debt and Debt Service

64.  Status of creditor participation. Based on the initial findings contained in the
preliminary HIPC Initiative document, IDA and IMF staffs have initiated consultations
with multilateral creditors and the Paris Club regarding their willingness to support debt
relief to Ghana under the enhanced HIPC Initiative?*. Due to the early cut-off date, Ghana
would receive very little interim relief under the traditional Paris Club rules. However, in
the Paris Club meeting of November 14, 2001, Paris Club creditors expressed their
understanding of the country’s prospective need for exceptional financing over the next
three years and agreed to provide interim relief through a flow rescheduling on Cologne
terms based on a new cut-off date of June 20, 1999 that is expected to be established.

65.  During the last meeting of multilateral creditors, organized by the World Bank on
October 10-11, 2001, IDA, the IMF, and the African Development Bank (AfDB)
indicated that they were prepared to provide interim assistance, while other participants
indicated that their debt relief will be delivered at the completion point.

66.  While the modalities and timing of the delivery of HIPC Initiative assistance will
be decided by each creditor following the approval of the decision point, the following
assumptions have been made in order to assess the impact of HIPC Initiative assistance:

. IDA will provide relief (US$781 million in NPV terms) by forgiving 67 percent of
debt service due on credits outstanding and disbursed as of end-2000, during the
interim period and following the completion point for a total period of 20 years
(Appendix II, Table 9).

% Following the completion in June 2001 of a review under the PRGF arrangement, the Paris Club granted
Ghana a non-concessional deferral on 100 percent of arrears outstanding at the end of May 2001 and 70
percent of maturities falling due between the end of May 2001 and the end of the year. The deferral only
applied to loans contracted before June 20, 1999, which is the cut-off date the Paris Club intends to use for
providing interim assistance under the HIPC initiative.

® The Chairman’s Summary of the Multilateral Creditors’ Meeting, October 10- 11, 2001—The World
Bank.
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. The estimated total amount of IMF assistance is US$112 million in NPV terms,
which will be delivered over a period of 8 years. The IMF is expected to deliver
interim assistance of US$28 million, with the balance made available at the
completion point. The draw down of assistance is expected to follow a profile that
smoothes the debt service due to the Fund (Appendix II, Table 8).26

. The AfDB will provide 80 percent debt-service reduction on AfDB and AfDF
credits for around 12 years, starting during the interim period. Cumulative debt-
service reduction could reach US$160 million.

L Other multilateral creditors are assumed to provide relief through either a
concessional refinancing or a cancellation of debt service due. This relief is
assumed to be given at the completion point, with the exception of OPEC, which in
order to provide its share of relief is assumed to provide concessional refinancing
as of end-2002.

. Paris Club creditors are assumed to grant a flow rescheduling on Cologne terms
(90 percent NPV reduction) during the interim period; the remaining amount of
assistance by Paris Club creditors would be delivered through a stock-of-debt
operation on Cologne terms on eligible debt*’ at the completion point.

o At least comparable treatment is assumed at the completion point for non-Paris
Club bilateral creditors and commercial creditors. Comparable relief is also
assumed to be provided by commercial creditors during the interim period, except
in respect of collateralized loans.

67.  Ghana’s external debt burden would be reduced significantly with the delivery of
assistance under the enhanced HIPC Initiative (Figure 2). HIPC Initiative assistance
would reduce the NPV of debt to about 180 percent of revenues by 2004-2005 (Appendix
II, Table 5). Other debt indicators, in particular the debt-service ratio, would improve
immediately and significantly. The debt service-to-exports ratio would decline from

14.5 percent after traditional debt relief to 5.0 percent in 2002 after enhanced HIPC
assistance, and further to 4.1 percent in 2003, averaging 4.5 percent between 2001-10
after HIPC relief, compared with an average of 11.6 percent for the same years assuming
only traditional debt relief (Appendix II, Table 6). The enhanced HIPC relief will
generate savings and reduce debt service payments due in the order of US$215 million
per year on average during the period 2002-2011. Debt-service savings from multilateral
lenders would deliver approximately US$95 million per year over the next 10 years. Debt
service payable after enhanced HIPC relief is expected to average US$150 million a year
during the period 2001-2011, down from an estimated annual average of US$540 million
paid during 1997-2000.

%6 As a result of the IMF’s repayment schedule, repayments (after HIPC Initiative interim assistance) will
amount to approximately US$8.8 million in 2002-03. Funds provided as interim assistance will cover
68.8 percent and 78.8 percent of repayments in 2002 and 2003, respectively.

27 pre-cutoff date non-ODA debt. based on an assumed new cut-off date of June 20, 1999,



-26 -

Figure 2. Ghana: Benefits from the HIPC Initiative
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68.  Bilateral assistance beyond the HIPC Initiative. The expected delivery of
bilateral assistance above that required by equal burden-sharing envisaged under the
HIPC Initiative®® would reduce the NPV of debt-to-revenue ratio to 145 percent in 2004,
compared to the 177 percent it would reach with the delivery of HIPC assistance alone.

F. Sensitivity Analysis

69.  The macroeconomic projections for Ghana could be subject to substantial adverse
shocks, which could reduce the level of revenues and increase borrowing needs of the
central government. Since Ghana is expected to obtain HIPC assistance under the fiscal
window, a reduction in revenue growth or an increase in borrowing needs could
jeopardize the objective of reducing the NPV of external debt to less than 250 percent of
government revenues. To test the robustness of the conclusions on Ghana’s long-term
sustainability, two alternative scenarios were simulated, each of which would imply a
change in the NPV of debt-to-revenue ratio, compared to the baseline assumptions

(Figure 3).

70.  The first alternative scenario tests the sensitivity of the DSA results to a real GDP
growth path that is 1 percentage point a year lower from 2003-04 onward than under the
baseline scenario.”” Assuming that the balance of payments gap remains unchanged
despite the lower GDP growth, the NPV of debt-to-revenue ratio would still fall below
250 percent at the completion point, and would remain below that threshold throughout
the simulation. It would be on a rising trend, however, following the completion point,
reaching 239 percent by 2020 (Appendix II, Table 11, alternative scenario I).

71.  The second scenario assesses the impact of a change in the proportion of grants in
total external financing, with the level of grants assumed to be lower by 9 percentage
points (to reach an average of 21 percent of the external financing requirement from the
30 percent level in the baseline). Under these assumptions, the NPV of debt-to-revenue
ratio would still fall below 250 percent at the completion point, but the greater reliance on
concessional bilateral borrowing would mean that the NPV of debt-to-revenue ratio
would start to rise immediately thereafter and reach 247 percent by 2020 (Appendix II,
Table 11, alternative scenario II).

V. THE FLOATING COMPLETION POINT
A. Floating Completion Point Conditions
72. In consultation with IMF and IDA staffs, the authorities have drawn up a set of

proposed conditions for reaching the floating completion point under the enhanced HIPC
Initiative, drawing on priorities identified in the draft GPRS (Box 4). The triggers have

% Committed by some Paris Club members on a bilateral basis, as indicated in Appendix II, Table 4.

¥ Under this scenario, government revenue-to-GDP is held at a constant 19 percent, the same ratio as in the
baseline scenario.
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been defined in terms of tangible improvements in outcomes or intermediate indicators in
each priority area. The progress implied by the triggers is viewed as challenging but
within the authorities’ power to deliver, and the targets can be monitored through the
information that is already routinely collected by the authorities.

Figure 3. Ghana: Sensitivity Analysis
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73.  The first three completion point triggers comprise the broad conditions for
reaching the completion point. They include the formulation of a full PRSP and its
satisfactory implementation for at least one year, the maintenance of macroeconomic
stability as evidenced by a sustained track record of policy implementation under the
PRGF-supported program, and the appropriate use of budgetary savings from interim
HIPC relief. The latter will be measured using the expenditure tracking mechanism (see
below) developed to track spending in the priority areas defined in Table 6.

74.  The next three triggers focus on better governance, public expenditure
management and decentralization, which are essential to fighting poverty in Ghana. The
governance triggers target improved transparency in the use of public resources, through
the establishment of a procurement regulatory and oversight body and the development of
an internal audit capacity. Legislation for the reform of procurement has been developed
and the authorities intend to submit this to Parliament in the coming months.

75.  Improvements in public expenditure management are essential for the effective
implementation of the poverty reduction strategy. While the authorities’ action plan in
this area is broad-based (as described in section IIL.D.), the chosen completion point
triggers focus on key measures to be taken in the near term to reestablish an effective
cash and commitment control system for budgetary expenditures. The regular publication
of reports on cash expenditures and commitments by Ministries, Departments and
Agencies (MDAs) by function (the first trigger) is viewed as essential for the control
system to work effectively. The second trigger focuses on the installation of an computer-
based financial management information system, which would be needed to make the
monitoring and control mechanisms fully operational.

76.  The authorities also considered it desirable to specify concrete and verifiable
interventions in the education and health sectors, as improved performance in these areas
is critical for poverty reduction. With respect to education, the completion point trigger
identifies targeted outcomes that would be viewed as especially beneficial to
disadvantaged groups, and hence the emphasis is on the enrollment of girls in the primary
education sector.

77.  Asregards health, the triggers are aimed at addressing two key constraints to
broad-based improvements in the health of the population that were identified in the
1998/99 GLSS. Thus, the first trigger targets progress in redressing the unequal access to
adequate water, which is a key factor affecting health outcomes. The second trigger seeks
to improve health services at the district and sub-district levels, which is essential for
reaching the majority of the poor.

78.  Decentralization of government functions is viewed by the authorities as
important for achieving better poverty reduction outcomes, as it should improve
accountability and the targeting of resources to local needs. Since this is a complex
reform, a phased approach is envisaged, to align the development of institutional capacity
with the devolution of responsibilities and resources from the center. The submission to
Parliament of a Local Services Bill, which would establish the local public service as a
distinct body and thus empower districts to manage human resources, is regarded as a
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crucial early step in this regard, and hence its selection as a trigger. However, in support
of this trigger, it would be desirable if the government were to develop a monitoring
system to provide regular data on local government activities to help control the overall
level of general government employment. The second trigger under this heading targets
another prerequisite for successful decentralization: the development of capacities to
establish composite budgets at the district level, initially through the development of
Planning and Coordinating Units.

79.  The energy sector has been a source of fiscal drain as a result of pricing that does
not reflect changes in costs to the providers. In petroleum, an automatic pricing formula
has been implemented to adjust prices of the monopoly provider in line with changes in
world prices expressed in local currency. This formula would need to be maintained in
order to avoid the effective diversion of public resources into implicit subsidies on
petroleum and away from poverty reduction. The same logic applies to the adoption of
full economic pricing in the electricity sector, with the additional consideration that such
a pricing regime would be a prerequisite for attracting private sector participation to help
improve the electricity system. The specification of this trigger recognizes that, as prices
are adjusted toward full cost recovery, measures would be needed to preserve—and
improve, if necessary—the lifeline prov1s1ons to allow access to electricity by low-
income customers.

B. Monitoring the Floating Completion Point Conditions

80.  Staffs of the IMF and IDA will jointly monitor completion point conditions
relating to the preparation and implementation of the PRSP, the use of HIPC relief, public
expenditure management, and energy pricing. IMF staff will monitor the macroeconomic
stability condition, and IDA staff will monitor the triggers relating to governance,
decentralization, and reforms in the health and education sectors.

C. The Use and Tracking of HIPC Initiative Debt Relief

81.  The authorities have stated, in the context of finalizing the GPRS, that they intend
to use 80 percent of the relief provided under the enhanced HIPC Initiative for additional
poverty-related expenditures, and 20 percent to reduce domestic debt.*® As described in
section III.C (and Table 6), the set of poverty-related expenditures has been defined to
comprise basic education, primary health care, water and sanitation, rural infrastructure,
agriculture, natural resource management, women’s affairs, manpower training, local
governments and HIV/AIDS prevention.

3 For this purpose, total debt relief has been apportioned into the part that could have been obtained from
traditional debt relief mechanisms (which is used for regular program financing in 2002) and the additional
relief provided by the terms of the enhanced HIPC Initiative.
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Box 4. Triggers for Floating Completion Point

PRSP. Preparation of a full PRSP and satisfactory implementation for at least one year, as
evidenced by the joint staff assessment of the country’s annual progress report.

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

Use of budgetary savings. The use of budgetary savings from interim debt service relief have
been used in the priority areas indicated in Table 6 and monitored in the framework for poverty
reduction expenditures. Information on the use of these savings and on poverty expenditures has
been published in time to be considered in a public review of GPRS implementation, as input to
the annual progress report on the GPRS. The increase in total spending on these priorities must
equal or exceed HIPC relief (less relief used for domestic debt reduction) during the interim
period.

Governance
o Procurement reform. Regulatory and oversight body to implement new procurement
code has been established.
o Internal audit. Operational internal audit capacity has been established through full
staffing of existing internal audit positions.

Public expenditure management
¢ Reports on cash expenditures and commitments by MDA, classified by function, have
been published monthly in the government gazette, following implementation of new
reporting system.
e A computer-based financial management information system to underpin the new
expenditure reporting system has been installed on a pilot basis in the Ministry of
Finance, CAGD, and at least two key sector ministries.

Decentralization of government functions
¢ Devolution of responsibilities to local districts, as evidenced by (i) submission to
Parliament of a local service bill to enable the decentralization of human resource
management to local authorities; and (ii) development of District Composite Budgets in
pilot districts.

Education
e The primary gross enrollment rates for girls has increased from 72% in 2000 to 74 %.

Health
o The percentage of households with access to safe water has increased from 40% in 2000
to 46% in rural areas.
e Recurrent health expenditures at district and lower level governments have risen from
42% of the total recurrent health budget in 2000 to 45%.

Energy Sector
¢ An automatic price adjustment mechanism has been put in place and implemented
monthly to reflect changes in international market prices in local currency in the
petroleum sector, and includes all taxes incorporated into the adjustment formula at
end-March 2002.
e A strategy for achieving full economic pricing in the electricity sector, including lifeline
pricing to ensure affordability for low income users, has been implemented.
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82.  The use of resources freed by the enhanced HIPC Initiative will be monitored in
three ways:

¢ The changing composition of expenditures will be analyzed through the annual
review of budget spending and sector reviews in the areas of health and education
carried out by donors, civil society, and the authorities. A key input for that
review would be the new system of reporting on commitments and actual
expenditures, which would allow for assessing changes in the composition of
expenditures by ministry.

o Expenditure tagging. The current accounting system has been modified to allow
for the monitoring of poverty-related expenditures identified by the government in
the budgets of particular ministries. The last three digits of the chart of accounts
will be assigned to identifying poverty-related expenditures in general, and the
component financed by HIPC relief. These expenditures, along with a summary
of HIPC disbursements, will be separately identified in the monthly reports
produced by the CAGD. The funds released from reductions in debt service will
be maintained in a separate account at the Bank of Ghana, while remaining fully
integrated with the rest of the budget.

¢ Incidence analysis of public expenditures. Analysis of trends will be carried out
on the basis of the existing welfare monitoring system. It includes: the Core
Welfare Indicators Questionnaire (CWIQ), the Ghana Living Standards Survey
(GLSS) and the Ghana Demographic and Health Survey (GDS). New surveys are
planned for 2002 and 2003.

83.  The expenditure tagging system will facilitate the integration of priority poverty-
related expenditure programs into the budget preparation, execution, and monitoring
process. It will be subject to a number of shortcomings, however, particularly in the area
of effective tracking of poverty-related expenditure. Data produced by the CAGD will
not capture all government spending on poverty, notably donor grants or project aid
(ranging from 20-75 percent of budgeted spending for some ministries engaged in
poverty-related activities) and own-resources of ministries that are not channeled
directly to ministry accounts maintained in the CAGD’s treasury system. To address the
problem, government has committed to seeking the agreement of donors to channel all
donor resources and (where permitted by law) own-resources of ministries through
government accounts (including committed donor accounts) at the Bank of Ghana.

V1. ISSUES FOR DISCUSSION

84.  This paper presents a decision point assessment of Ghana’s eligibility for
assistance under the enhanced HIPC Initiative and seeks endorsement of the assessment.
Executive Directors’ views are sought on the following:

¢ Eligibility and decision point. The staff and management believe that Ghana is
eligible for relief under the fiscal window of the enhanced HIPC Initiative and
recommend approval of a decision point. Do Executive Directors agree?
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Amount and delivery of assistance. The staff and management recommend that
IDA and the IMF provide interim assistance between the decision and completion
points in line with existing guidelines. Do Executive Directors agree?

Floating completion point. The staff and management recommend a floating
completion point, which would be reached when the conditions in Box 4 are met.
The debt relief will be provided unconditionally only once both the completion point
condition have been met and satisfactory assurances of creditors’ participation under
the enhanced HIPC Initiative for Ghana have been received. Do Executive Directors
agree?
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GHANA: DEBT MANAGEMENT ISSUES

Institutional Framework

External debt management is the responsibility of the Ministry of Finance’s Aid and Debt
Management Unit (ADMU). ADMU maintains data on all loan agreements,
disbursements and debt service payments relating to central government or government-
guaranteed debt. However, it does not always maintain data on loans made to public
enterprises where there is no explicit government guarantee. The Bank of Ghana and
Ministry of Finance are jointly responsible for the technical work relating to the granting
of state guarantees. The government is obliged by law to produce an annual report on the
country’s external borrowing policies and stock of debt.

Debt Recording and Reporting

Ghana has been using the Commonwealth Secretariat’s database system CS-DRMS since
1989, and sufficient staff have been trained and are proficient in its use. The database is
for the most part accurate and regularly updated by ADMU’s staff. Information on
payments falling due and payments made is regularly exchanged with the central bank
and the Controller and Accountant General’s Department. The CS-DRMS system has
allowed the integration of debt management into the medium-term expenditure
framework.

Debt Management and Borrowing Strategy

New borrowing must be strictly concessional loans with a grant element of 35 percent or
more. This policy covers government and parastatal loans with a government guarantee.
Steps have also been taken to improve monitoring of external debt in the light of the
contracting of nonconcessional debt under the previous government. Thus ADMU is the
only entity authorized to contract or guarantee external debt. Training on the legal aspects
of debt management has been provided with the help of UNITAR (the United Nations
Institute for Training and Research).

Analytical Capacity

While the technical staff at the ADMU are experienced in handling the day-to-day issues
of debt management, awareness of debt restructuring options and sustainability analyses
tends to be concentrated in a few individuals. Progress is being made with training in
Debt-Pro being provided by DRI, but there is a need for further technical assistance both
to ensure a wider dispersion of the skills of debt sustainability analyses throughout the
staff and to assist in integrating debt simulations with macroeconomic projections. The
country may also benefit from a more comprehensive debt strategy.
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APPENDIX II

‘Table 1. Ghana: Selected Economic and Financial Indicators, 2000-2006

2000 2001 2001 2002 2002 2003 2004 2005 2006
Prog. Rev. Orig. Prog. Proj. Proj. Proj. Proj.
1/ Prog. Prog. 1/
(Annual percentage change, unless otherwise specified)
National income and prices
Real GDP 3.7 4.0 4.0 50 45 5.0 5.0 5.0 5.0
Real GDP per capita 12 1.4 14 24 1.9 24 2.4 24 24
Nominal GDP 319 40.0 40.0 26.5 233 16.6 11.8 113 11.3
GDP deflator 272 347 347 20.5 18.0 11.0 6.5 6.0 6.0
Consumer price index (annual average) 25.2 33.0 33.0 9.0 159 102 6.5 50 5.0
Consumer price index (end of period) 40.5 25.0 22.0 13.0 13.0 8.0 5.0 5.0 50
External sector
Exports, f.0.b. 3.5 0.4 22 8.8 7.6 10.1 8.4 79 7.6
fmports, f.0.b. -15.2 -i.2 -39 3.1 7.8 59 6.2 5.7 6.3
Export volume 22 -1.7 1.6 42 37 22 1.8 2.3 29
Import volume -24.9 1.5 1.5 6.3 63 38 4.0 4.6 5.3
Terms of trade <203 4.7 -0.1 17 69 6.3 5.6 42 35
Nomins] effective exchange rate (avg.) -46.3
Resl effective exchange rate (avg.) -35.5
Cedis per U.S. dollar (avg.) 5431 7,181
Government budget
Domestic revenue (excluding grants) 429 37.3 322 42.9 38.1 20.1 12.5 11.0 11.0
Total expenditure 9.6 54.5 32.2 204 34.0 2.1 8.1 6.8 6.8
Current expenditure 48.9 46.5 35.2 14.8 228 2.1 2.3 37 5.8
Capital expenditure and net lending 2/ 24.1 70.8 26.0 300 394 16.6 13.2 1.9 10.8
Money and credit
Net domestic assets 3/ 59.5 16.1 9.7 26 7.0 -1.0 -5.3 -6.5 -5.0
Credit to government 3/ 46.4 10.8 11.6 -2.8 14 -11.6 -14.1 -15.0 -16.4
Credit to the rest of the economy 3/ 331 26.3 18.3 17.2 153 16.1 119 12.1 14.8
Broad money (including foreign currency deposits) 46.5 34.1 36.5 25.0 215 14.0 100 9.0 10.0
Reserve money 526 28.5 274 225 i8.7 119 8.5 9.0 10.0
Velocity (GDP/average broad money) 4.5 5.1 4.5 5.0 44 44 4.2 43 4.4
Treasury bill yield (in percent;end of period) 42.0 289
{(In percent of GDP, unless otherwise specified)
Investment and saving
Gross investment 243 240 220 242 223 222 224 22.7 23.0
Private 15.1 12.8 13.7 12.7 13.3 13.4 133 13.6 13.9
Public 9.2 1.2 8.3 11.5 92 9.1 9.1 9.1 9.1
Gross national saving 15.6 16.8 18.1 194 16.3 17.9 18.5 192 19.5
Private 143 13.8 153 10.1 116 10.3 9.4 93 9.1
Public 1.3 3.0 28 2.3 4.7 7.6 9.1 98 10.4
Government budget
Total revenue 17.7 17.4 16.7 19.6 18.7 193 19.4 19.4 193
Grants 21 5.0 4.5 45 4.2 4.6 4.5 4.2 39
Total expenditure 2/ 27.7 306 26.2 29,1 284 26.6 25.7 247 237
Overall balance (cash basis; after domestic arrears clea -9.7 9.6 -6.8 6.0 -7.0 29 -2.0 -1.3 -0.7
Domestic primary balance 2.7 4.0 4.0 53 31 3.0 2.0 1.6 1.9
Divestiture receipts 1.2 1.0 0.3 0.0 0.8 0.0 0.0 0.0 0.0
External sector 4/
Current account balance 5/ -84 6.9 -4.0 -4.9 -6.5 -5 4.8 -4.3 -4.0
External debt outstanding 167.3 131.0 127.2 127.0 126.8 125.6 126.2 126.7 125.6
External debt service, including to the Fund 11.2 10.2 8.6 8.2 6.8 62 6.1 5.7 49
(in percent of exports of goods and nonfactor services) 230 20.3 8.8 16.4 i59 14.3 14.0 132 1.5
{in percent of government revenue) 56.5 45.5 40.4 339 294 258 254 24.) 21.0
(In millions of U.S. dolfars, unless otherwise specified)
Current account balance §/ -419 -337 =210 -257 =393 -332 -336 -326 -331
Overall balance of payments -123 -18 53 .75 -147 . -149 -156 -139 -69
External payments arrears (end of period) 89 0 [} 0 0 0 0 0 0
Gross international reserves (end of period) 264 431 352 679 629 800 934 1172 1353
(in months of imports of goods and services) 1.0 1.5 1.2 2.2 20 24 28 32 34
Nominal GDP (in billions of cedis) 27,153 38,014 38,014 48,097 46,875 54,633 61,093 67,997 75,680

Sources: Ghanaian suthorities; and Fund-Bank staff estimates and projections.

1/ Based on 2001 and 2002 programs in EBS/01/88

2/ Including capital outlays financed through external project aid and transfers to the loce! authorities, and HIPC-financed expenditures.

3/ In percent of broad money at the beginning of the period.

4/ The large depreciation of the cedi in 2000 reduced the dollar value of GDP and

created a sharp jump in foreign currency based items when expressed as a sharc of GDP.

5/ Including official grants.
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APPENDIX II

Table 2. Ghana: Nominal and Net Present Value of External Debt by Creditor Groups at End-December 2000

Legal Situation NPV of Debt After
Nominal Debt NPV of Debt Traditional Relief 1/
uUss Percent of uss Percent of Uss Percent of
millions total millions total millions total
debt debt debt
Total 6,021.0 100.0 3,897.9 100.0 3.892.6 100.0
Multilateral creditors 3,951.9 65.6 1,961.8 50.3 1.961.8 50.4
IDA 3,123.3 519 1,383.6 355 1,383.6 355
IBRD 7.8 0.1 8.0 0.2 80 02
IMF 257.6 4.3 199.7 5.1 199.7 5.1
Afvican Development Bank Group 354.3 5.9 233.1 6.0 233.1 6.0
BADEA 15.2 03 12.6 0.3 126 03
European Investment Bank 54.5 0.9 43.0 1.2 430 12
European Union 370 0.6 25.5 07 255 0.7
IFAD 664 11 314 08 34 08
Nordic Development Fund 233 0.4 9.6 0.2 9.6 02
OPEC 122 0.2 103 03 103 03
Bilateral creditors 1,681.2 279 1,538.6 395 1,533.3 39.4
Parls Club 1,596.6 265 14734 37.8 14734 379
Austria 304 05 247 06 247 06
Belgium 22 0.0 1.9 0.0 1.9 00
Canada 182 0.3 17.9 0.5 179 0.5
Finland 7.7 0.1 7.1 0.2 71 02
France 108.5 1.8 89.8 23 89.8 23
Germany 203.1 3.4 112.5 29 112.5 29
Italy 352 0.6 29.5 0.8 295 08
Japan B43.8 14.0 879.4 26 8794 226
Netherlands 83.5 14 78.2 20 782 20
Spain 64.3 11 437 11 437 1}
Sweden 34.6 0.6 273 Q.7 273 07
United Kingdom 130.2 22 127.6 33 1276 33
United States 349 0.6 337 09 337 09
Other Officlal Bilateral 84.6 14 65.2 1.7 59.9 15
China 319 0.5 217 0.6 164 0.4
Kuwaiti Development Fund 236 0.4 20.7 0.5 207 0.5
India 1.7 0.0 1.7 0.0 1.7 00
Korea 10.3 0.2 73 0.2 73 02
Saudi Development Fund 17.1 03 13.8 0.4 13.8 04
Commercial Creditors 387.9 6.4 397.5 10.2 397.5 10.2
German commerciat creditors 243 0.4 230 0.6 230 06
Japanese commercial creditors 234 04 237 0.6 237 06
Korean ial creditors ( \g) 130.3 22 142.5 3.7 1425 37
Netherlands' commercial creditors 36.5 0.6 38.2 1.0 382 10
South African commercial creditors 41.2 0.7 39.3 1.0 393 10
UK commercial creditors 100.5 1.7 100.5 2.6 100.5 26
Others 319 0.5 30.3 08 303 08

Sources: Ghanaian authorities; and Fund-Bank staff estimates and projections.

1/ Refl

the 1 debt si

after the full use of

iye

| debt-rehief
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APPENDIX II

Table 3. Ghana: HIPC Initiative-- Assistance Under a Proportional Burden-Sharing Approach 1/ 2/

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

Total Bilateral 3/ Multilateral
NPV of debt- Common Reduction
to-revenues-target Factor 4/
(in percent) (In NPV terms at end 2000) (Percent)
250 2,186 1,084 1,102 56.2
Memorandum items:
NPV of debt 5/ 3,893 1,931 1,962
Paris Club Creditors 1,473
Other Official Bilateral Creditors 60
Commercial Creditors 398
Central government revenues 6/ 683
NPV of debt-to-revenue ratio (Percent) 570

Sources: Ghanaian authorities; and Fund-Bank staff estimates and projections.

1/ The proportional burden sharing approach is described in "HIPC Initiative--Estimated Costs and Burden Sharing
Approaches" (EBS/97/127, 7/7/97 and IDA/SEC M 97-306, 7/7/97).
2/ Includes a hypothetical stock-of-debt operation on Naples terms (December 2000) and comparable treatment by other

official bilateral creditors.
3/ Includes official bilateral creditors and commercial debt.

4/ Each creditor's NPV reduction in percent of its exposure at the decision point.
5/ Based on end-2000 data after full application of traditional debt relief mechanisms.

6/ Excludes grants.



-38- APPENDIX I1

Tabie 4. Ghana: Net Present Value of External Debt After Rescheduling, 2000-2020
(in millions o US. dollary, unloss othcrwise incicated)

2000 2001 2002 2003 2004 2005 2006 200 2008 2000 2010 2015 220 2001-2010 2011-202¢
Actusl] Projected Averngos
Before relief
NPV of total debe 1/ 38979 3198 39193 39M6 40223 4,0869 41711 43053 44562 46390 43448 61197 30615 4240 63925
NPV of old dett. 3319 36531 35180 33472 31646 29870 2171 2633 25512 24474 23530 18720 1380 29517 15202
Mukilseral 1,961.84 L9413 19342 19182  18M™7 1865 17784 17307 16810 16517 16316 14393 L8 1973 13975
Official bilatznal and commercial 1,936.1 17518 15838 14290 12845  1le0S 10487 926 802 5.1 7263 a7 882 11603 @7
Paris Club 14734 13625 12638 LT3 10785 %73 9163 34 ™o 7194 6656 4025 a9 me 3911
Other official bilserat &2 60.3 550 86 “2 »3 352 312 23 B3 195 71 43 315 72
Commerial 973 380 %51 080 1622 37 i O 643 29 412 no BO 1422 87
NPV of new debt o 1267 4017 6274 877 10999 1341 Le20 19050 2917 24369 42417 66835 12663 45124
Memotandum goms:
NPV of debt-fo-eaports mtio (percant) 2/ 157.1 1563 1579 1522 1425 142 77 32 119.1 1157 n27 1030 a6 1342 1w
NPV of debt-to-reverue rtio (poscent) ST 4381 347 3%4 3034 xns8 2695 2188 2502 U34 B4 2y 1917 w18 2418
After iraditionsl debt relie?
NPV of total debe 1/ 38924 375 38337 389 39370 40020 40867 42013 437 45561 47624 6040.7 79856 4,452 63139
NPV of okd debt 33924 3.606.6 34320 32615 3083 29021 21426 25994 24677 23644 22756 1,930 1322 2371 L7415
Official bilatesal and commercial l.mj L6653 14978 13433 LI%é 10756 9642 8686 867 n7 640 3837 194 10758 3440
Paris Qb 1473 13073 1285 116 1082 %423 %61} 1 k7213 6642 6103 M3 126 s 3359
post-cutoff date 14734 13073 1285  )l6l 1,032 9421 861.1 781 msa 6642 6103 3413 1526 A4 359
pre-cutoff date 00 L] 00 00 00 00 00 00 00 (1] 00 00 00 00 [ 11]
OF which: ODA g 00 00 00 00 00 00 00 00 a0 00 00 00 0o on
Other official bilsterad 59 s21 471 Q2 371 ns 20 25 21 186 154 64 67 22 75
post-cutoff date 519 501 450 »9 7 02 263 25 [-1] 153 (134 17 (W] 25 217
pre-cutoff date 19 20 22 23 24 26 28 29 31 33 35 47 56 27 47
Of which: DDA 19 20 22 23 24 26 23 29 kR 33 35 47 56 by 43
Commercial s 3060 21 1850 1392 1007 Ui 550 43 29 182 00 00 us2 07
post-cutoff date 3979 306.0 21 1850 1392 107 1 550 413 29 182 00 00 192 07
pre-cutoff date 0.0y [ 1] 00 00 00 00 00 00 00 00 00 (1) 00 00 00
Mulblateral 1,961 19413 19342 19182 1L8M.7 1,3265 17784 1,730.7 1,6810 1,651.7 1616 14393 1,128 1973 13915
Workd Bank 1391 L4194 a7 128 LATRS 14888 L4956 1419 14947 14852 1405 13055 10316 14136 12653
MF 199.79 1784 139 1639 1344 o6 633 339 82 00 0o 00 00 sl 00
Affican Development Bank Group ) 2163 2010 1852 165 145 1399 o 1153 s W59 914 »2 1524 03
Others 1375 1267 1166 1062 974 87 »s 710 623 588 553 424 »l %62 414
NPV of new debt 1848 4017 6274 877 1,099 1344.1 1620 1,905.0 2,197 24869 42477 66835 12721 45724
Memarandurn itsons:
Exports of goods and servioes 4/ 24401 24168 25921 2869 10468 32634 3483 3B30 4088 495] 45968 63714 88165 34262 66600
Tiwee-year cxpont avenge 5 24817} 2454 2410 26119 2RA9 30657 32656 344 3712 40107 42086 59411 8296 36 62561
Central government revenue &/ 6826 2.0 107 12177 13257 1431 15419 16637 1,7808 1,906.) 20409 23859 40772 14125 30471
NPV of debt-to-exports mtio (pevoent) 2/ 1569 1552 1544 1489 1395 1314 1251 1208 1169 e Hog 17 96.7 1339 1016
NPV of debt-%0-revenue ratio (percent) 5703} 4343 567 3194 270 ms 2640 2537 2455 890 334 293 1959 s 291
After enhanced HIPC reliel
NPV of total debt 1/ 38184 3948 39080 41073 23450 25™2 28161 308 33760 3603 39805 57883 22630 31 61171
NPV of old debt 33188 3,700 35063 34m9 14872 1493 14720 14708 14710 1492 L4936 15406 1583 22653 154438
Official bilaeral and commercial L3562 12187 16482 1563 600.7 5924 5883 sM2 578 5663 S61% s4L7 321 o7 24
Paris Club L418.]] 1,399.1 13344 1,306.3 5543 5475 5420 5364 5313 272 538 5047 427 082 5049
Othey officinl bilateral 624 Q3 514 614 70 n3 m n) 25 n9 83 321 85 ©1 ns
Commercial 3764 3568 2563 1945 193 175 156 137 ns 102 86 49 9 1165 50
Multilaterad 1918 19413 18581 19176 8365 3569 8867 8926 8994 €ans 9318 998.9 L0474 1205 1,002.3
World Bank 1,391.54 14194 13999 14623 7108 1 1443 %13 7o »L7 3058 8655 9.1 994 m4
MF 199.7) im4 1877 a8 2 ] %8 22 155 44 00 o0 00 00 no 00
Afiican Development Benk Group 2.1 2168 1840 1852 00 902 %06 s /11 M3 9 %5 83 1333 94
Others 1379 1267 1166 1062 212 21 X u2 254 2.7 21 369 10 %3 351
NPV of new debt . 1848 4017 6274 8577 1,099 13441 1620 1,905.0 21917 24869 424717 6685 1221 45724
Memorandtm sens:
(hd Debt
NPV of debt-to-cxports matio (peccent) 2/ 1539 1539 1412 1332 527 a6 45.1 41 393 w9 M7 39 191 0L E~-2}
NPV of delrt-40-xveriue ratio (porcent) 5594 412 3263 258 1122 1034 9.1 884 826 ne n2 534 37 232 26
Toal Delt
NPV of debt-w-exports mtio (percent) 7/ 1539 1614 1574 1573 8.1 8.7 862 ns 902 LS €26 974 1001 n33 974
NPV of debt-to-revenue atio (pement) 5344 4524 86 3373 1769 104 1819 1859 1896 1926 1950 2006 w7 o 8 204
Beyond Enhanced HIPC refief 7/
NPV of toal deb %/ 33818 39448 39080 41073 19273 21369 23550 26208 28990 31025 3,503.7 53U46 7804.7 315 56525
NPV of debt-40-<xports rtio (perocnt) 2/ 153 1614 1574 1573 683 02 kA 50 s N6 813 096 N (9 0.7
NPV ot debt-io-revenue o (percent) WA 0L4 3036 3313 [1 X} 14 [A73] IRTA] 1028 1645 e 134> s Bbb3 154>
Sources: (hanaan and Fund and proy
vy 00 the bams of a sox-month average of U inicrest Kefesenoe Mate (ULKK) for July-Liocember 200U, 1he convession of aumency-specitic NFVS mio
US. doltas occurs for ait years at the base date exchange waie (end-20U%)).
4 NPV otdedlmp year eTgD ot X ® =TS,
¥ Assumcsa 200, with comparabic treatment trom non-ans Ulub batateral creciatoes.

4 As detncd I IME Halnce of Pryments Manual, Sth ection, (%3

5 Hackward-lookang sverage (¢ 8. average over 19952001 for exports m 2001},

& Converied mto U.S. doliars at the end-od-penod Locember 200U exchange me.

W Refk - ittted beyond Eok d HIPC rclief by somne Paris Club creditors on a bilsteral basis




Table S Ghana: Net Present Value of External Debt After HIPC Assistance, 2000-2020 1/
{In millions of U.S. dollars, unless otherwise indicated)

200K 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2001-2030 2011-2020
Actual Estimate Projections Averages
L Afier eahanced HIPC assistance 2/
1 NPV of total debt (2+5) 3/ 381861 39448 39080 41073 23450 25792 28161 30928 33760 36708 39805 42974 46354 49952 53833 57883 62205 66879 71882 72,7121 82630 33821 61171
2. NPV of outstanding debt (3+4) 3,8186| 13,7600 335063 34799 1,487.2 1,479.3 14720 14708 14710 14792 14936  1,5063 1,5184  1,5245 1,531.3 1,5406 15501 1,5576 1,5656 15738 15795 2,1099 1,544.8
3. Official bilateral and commercial 1,856.7| 18187 1,648.2 1,562.3 600.7 592.4 5853 5782 516 566.3 S61.8 553 5513 547.0 5434 3417 540 1 538.7 5374 5363 5321 908 5 5424
3a Paris Club 1,418.1 1,395.1 1,3344 1,306.3 554.3 5475 5420 5364 5313 5212 5238 5195 5152 suo 506.9 5047 5026 500.6 4988 497.1 4927 780.2 504.9
3b Other official bilateral 62.1 628 574 614 270 273 2.7 281 85 289 93 298 30.3 e s 32.1 327 334 342 50 55 379 325
3c. Commercial 3766 358 2563 194.5 93 17.5 156 13.7 ng 102 8.6 7.0 57 51 50 4.9 43 46 44 42 39 904 50
4 Multilateral 19618 11,9413 18581 19176 386.5 8869 8867 8926 899.4 92129 931.8 950.0 961.2 9715 987.9 998.9 10100  1,0i89 1,028.1 1,037.5 1,0474 1,201.4 1,0023
‘World Bank Group LI9LS| 14194 13999 14623 LS 217 448 7613 mae 1.7 805.8 8189 8308 8425 8542 8655 87790 889 9018 9150 9291 %60 1 4
IMF 199.7 i784 1577 1639 638 468 282 15.5 44 0.0 00 o0 00 00 oo 0.0 0.0 0.0 0.0 00 00 659 0.0
Afncan Development Bank Group 233.1 216.8 184.0 1852 90.0 90.2 %0.6 916 92.6 94.5 979 10Ls 105.¢ 102.0 988 96.5 941 9.7 89.2 863 833 1233 9.8
Others 137.5 126.7 166 106.2 212 221 231 242 254 267 281 296 312 330 349 369 388 382 372 362 350 520 3s.1
5 NPV of new borrowing 1848 4017 6274 8577 1,099.9 1,344.1 1,6220 1,950 2,917 2489 27911 31169 34707 38520 42477 46704 51303 56227 61383 66815 1,2721 4,572.4
Memorandum items:

Exponts of goods and services 4/ 2,4401] 24168 25921 28269] 30468 32634 34868 17330 40038 42951 45968 49006 52265 55659 59300 63274 67546 72150 7,702 $2430 838165 34262 6,6690
Three-year export average 5/ 248171 24434 24830 26119 28219 30457 32656 34944 37412 40107 42986 45975 49080 52310 55141 5941.1 63373 67656 72266 77227 8256 32216 6,256.1
Government revenves 6/ 682.6 87120 1,074.7 1L2177] 11,3257 1,430.1 15479  1,663.7 17808 1,906 1 2,0409 2,1R50 2,345.7 25142 26946 28859 33,0980 33141 35498 38062 40772 1,4860 3,047.1
GDP 50000| 52977 60956 65664F 70386 76102 82282 88545 94833 10,1567 108780 11,6504 124778 133638 143128 153292 164178 17,5837 188323 20,1696 21,6019 8.020.9 16,1739
NPV of detn-to-GDP ratio (percent)
Total debt (2+5) 76.4 n%s 64.1 62.5 333 339 342 349 356 36 ¢ 36.6 369 371 374 316 378 379 380 382 382 383 46 377
Outstanding debx (3+4) 76.4 nao 575 53.0 21.1 194 179 166 155 146 137 129 122 114 i0.7 101 24 89 83 78 73 300 99
NPV of debi-to-¢xports ratio (percent) 4/ 7/
Total debt (2+5) 1539 1614 1574 1573 83.1 84.7 862 885 90.2 9L5 92.6 93.5 944 955 %6 974 982 989 995 99.9 o1 093 97.4
Outstanding debt (3+4) 1539 1539 412 1332 527 486 451 421 393 369 347 328 309 291 275 259 245 230 217 204 191 728 255
NPV of debt-to-revenue ratio (pereent) 6/
Total debt (2+5) $59.4 4524 3636 3373 176.9 180.4 1819 1859 i896 1926 1950 1967 1976 1987 1998 200.6 2008 018 2025 2026 2027 2456 200 4
Outstanding debt (3-+4) 5594 4312 3263 2858 H22 1034 95.1 884 826 6 72 68.9 647 606 56.8 534 500 470 441 413 387 1676 526
Nominal stock of debt 59764 63027 66185 6860.2| 60973 64129 67079 70790 74603 78714 83095 87638 92595 98190 104420 110979 118149 12,5908 134138 142647 151592 69720 11,6626
IL After itionat delivery of eah HIPC
1 NPV of total debx (2+5) 2/ 1,706.5F 18748 1,9765  2,1543f 23450 25792 28161 30928 33760 36708 39805 42974 46354 49952 53833 57883 62205 66879 71882 77121} 8,263.0 2,7866 61171
2 NPV of outstanding debl (3+4) 1,706.5} 16900 15748 1,5269 1,4872 14793 14720 14708 1,4710 1,479.2 14936  1,506.3 1,5184 15245 1,5313 1,5406 1,550 1 1,5576  1,5656 15738 1,5795 15145 1,544.8
3 Official bilateral and commercial 8464 808.4 704 5 6526 6007 5924 3853 5782 5716 566.3 561.8 556.3 5513 5470 543.4 5417 5401 538.7 537.4 5363 5321 6222 5424
3a Paris Club 6459 6269 590.6 5125 554.3 5415 3420 5364 5313 5212 5238 5195 5152 511.0 506 9 3047 5026 5006 4988 4971 4927 555.3 5049
3b. Other official bilateral 262 270 220 270, 270 273 217 28] 285 289 293 298 303 30.9 318 321 327 334 342 350 355 278 325
3c. Commercial 1743 1545 869 53.1 193 175 156 137 i 102 8.6 70 57 5.1 50 49 48 46 44 42 39 391 50
4 Multilateral 860.0 88l.6 870.3 8743 2865 8869 886.7 8926 8994 9129 9318 950.0 967.2 9775 9879 998.9 10160 10189 1028 ¢ 1,037.5 1,047 4 R923 1,0023
World Bank Group 610.0 666.5 6766 694 8 s 71217 744.8 7613 Mmoo 917 805 8 818.9 8308 8425 8542 865.5 2770 8889 901.8 9150 9291 7358 8724
IMF 87.5 734 e 76 638 46.8 28.2 155 44 00 (1] 0.0 00 00 0.0 00 a0 00 0.0 00 (Y] 376 0.0
Afncan Development Bank Group 102.2 922 87.7 86.5 200 90.2 906 9.6 926 945 97.9 1015 1051 1020 98.8 %5 94.1 91.7 892 863 833 914 943
Others 803 495 344 04 212 221 2.1 242 254 26.7 281 296 312 330 349 369 388 382 372 62 350 275 3513
5 NPV of new borrowing 1848 4017 6274 851.7 1,099.9 13441 16220 19050 2,191.7 24869 2,79L1 3,169 34707 38520 42477 46704 51303 56227 61383 66835 1,272.1 4,572.4
Memorandutn itema:
NEV of debt-10-GDP ratio (percent)
Total debt (2+5) 34.1 354 24 328 333 339 342 349 356 361 366 369 371 374 376 378 379 380 382 382 383 345 377
Outstanding debt (3+4) 34.1 39 258 233 211 194 179 66 155 146 137 129 122 1.4 107 10.1 94 89 83 78 71 200 29
NPV of debt-to-exports ratio (percent) 4/ 7/
Total debt (2+5) 68.3 76.7 796 81§ 831 84.7 86.2 885 902 915 926 85 944 95.5 9%66 974 982 9.9 995 999 100t 856 974
Owtstanding debt (3+4y 68.8 692 634 585 527 486 45.1 421 393 369 347 328 09 291 275 259 FZR Y 210 T 284 1914 490 255
NPV of debt-to-revenue ratio (percent) 6/
Total debr (2+5) 2500 2150 1839 1769 176.9 1804 1819 1859 189.6 1926 195.0 196 7 1976 1987 1998 200.6 2008 20t8 2025 2026 2027 1878 200.4
Outstanding debt (3+4) 250.0 1938 1465 1254 H22 1034 951 88.4 826 7.6 72 68.9 64.7 606 568 534 500 470 44.1 413 387 109.8 526

Sources Ghanaian authorities, and Fund-Bank staff estimates and projections.

1/ Refers to public and publicly guarantoed exteral et only and assumes a flow rescheduling during the interim period and a stock-of-debt operation on Cologne terms at the completion point (end of 2003), and al least comparable action by other official bilateral croditors
and delivered i
kY Dlscmmledonlhebuisoﬁhewengemllimnmrdmmfoﬂhcrupewvemnmq,dnivuiuverﬂlcm—mom.hpenodpliulomehmdslcfo:whichmnldmareavmhblz(medaw),mwnwmwno{nmuuyspeaﬁc NPVs into U.S. dollars occurs for all years at the base date exchange mte.

2/ The completion point is assumed to be reached in January 2004, HIPC lmstiative

4/ As defined 1n IMF Balance of Payments Mammal, 5th edition, 1993,
5/ Backword-lookang average (e.g. average over 1998-2000 for exports i 2000)

6/ Revenues are defined as central government revenues, excluding grants

7 NPV of debt in percent of three-year average of exports of goods and scrvices.

8/ The NPV of debt shows the results of the

15 assumed fo be

of HIPC lmitiative assistance,

from then. The NPV of debt for 2002-3 shows only the effect of interim asmstance.
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. Table 6. Ghana; External Debt Service After Full Use of Traditional Debt-Relief Mechanisms and Enhanced HIPC Relief, 2001-2020
(In millions of U.S, dollars, unless otherwise indicated)

2001 2002 2003 2004 2005 2006 2007 2012 2017 2020 2001-2010  2011-2020
Total debt service before debt relief 1/ 2147 406.2 4283 4348 4234 3745 3519 4313 6254 7192 369.2 565.1
Multilateral 1382 123.8 1326 1544 167.1 159.0 155.8 1328 140.5 140.8 1439 137.2
Official bilateral and commercial 707 270.1 277.1 255.6 225.2 1784 131.0 815 56.2 368 1713 61.7
Debt service on new borrowing 57 12.2 18.6 249 312 372 65.1 2229 4286 541.7 575 366.2
Total debt service 491.2 375.0 367.7 376.4 3679 346.8 3505 436.6 6248 7194 376.7 564.5
after traditional debt relief 2/
Multilateral 1382 1238 132.6 1544 167.1 159.0 155.8 1328 140.5 140.8 1439 137.2
Of which
World Bank Group 57.8 622 66.7 725 786 84.5 894 117.7 128.5 129.2 814 124.1
IMF 334 154 20.6 39.5 480 37.0 333 0.0 0.0 0.0 264 0.0
AfDB/ADF 274 26.2 25.7 250 237 226 19.5 838 715 76 21.2 8.1
Others 19.6 18.3 17.8 15.7 149 14.8 13.6 63 46 40 14.2 50
Official bilateral 2314 155.0 1433 1388 1216 1170 1052 743 55.7 370 1270 59.2
Paris Club 2199 146.6 1352 130.9 1148 1o 99.7 71.0 55.3 36.7 120.1 57.8
Of which
ODA 944 70.0 73 749 743 79.1 77.5 67.7 544 359 75.8 56.0
Non-Paris Club 11.5 84 8.1 179 6.8 6.0 5.5 33 03 03 6.9 14
Commercial 1158 84.0 732 583 48.0 337 244 6.6 0.0 0.0 483 2.0
Debt service on new borrowing 5.7 122 18.6 249 31.2 372 65.1 2229 4286 541.7 57.5 366.2
Total debt service 2146 1288 1147 103.6 1.6 116.4 1377 284.4 4983 615.0 149.9 4336
after enhanced HIPC assistance 3/
Multilateral 138.2 638 48.0 439 53.3 53.9 471 403 523 53.1 573 484
Of which
World Bank Group 577 310 235 25.3 274 275 291 383 48 421 320 404
IMF 334 6.2 34 132 208 21.5 144 0.0 0.0 0.0 13.0 0.0
AfDB/ADF 274 84 5.0 48 46 45 39 18 75 16 6.7 6.6
Others 19.6 18.3 16.1 0.5 04 04 03 02 3.0 34 5.6 1.4
Officinl bilatcral 376 2038 16.3 222 239 222 220 195 169 198 225 182
Paris Club 366 202 16.1 211 225 20.8 206 18.1 155 18.0 213 16.7
Of which
ODA 58 03 0.0 0.2 0.0 0.0 0.0 24 24 52 08 26
Non-Paris Club 1.0 0.6 0.1 1.1 14 14 14 14 14 1.7 1.1 15
Commercial 331 319 31.8 12.6 32 31 29 17 04 0.5 12.6 08
Debt sexvice on new borrowing 57 122 18.6 249 312 372 65.1 2229 4286 541.7 57.5 366.2
Memorandum items:
Exports of goods and nonfactor services 2,416.8 2,592.1 2,826.9 3,046.8 32634 3,486.8 3,7330 5,226.5 7,215.0 8,816.5 3,426.2 6,669.0
Debt-service ratio after trad. debt relief 4/ 203 14.5 13.0 124 113 99 94 84 87 82 1.6 85
Debt-service ratio after HIPC assistance 4/ 8.9 50 4.1 34 34 33 37 54 69 7.0 4.5 64
Government revenues 5/ 872.0 1,074.7 12177 1,325.7 1,430.1 1,5479 1,663.7 2,3457 3,314.1 4,071.2 1,486.0 3,047.1
Debt-service to revenue ratio after trad. debt relief 56.3 349 30.2 284 257 224 21.1 186 18.9 17.6 27.6 18.6
Debt-service to revenue ratio after HIPC Assistance 246 120 94 78 78 7.5 83 121 150 15.1 10.7 140
Sources: Ghanaian authoritics; and Fund-Bank staff estimates and projections.
1/ After a non-concessional deferral of arrcars as of June 2001 and of 70% of maturities on pre-June l999debﬁs,ﬁllmgdue July and D ber 2001,
2/ Reflects the external debt situation after the full use of traditional debt relief mechanisms, and ing at least from official bilateral creditors in 2001.

3/ After assumed assistance under the enhanced HIPC Initiative (see text for detailed assumptions).
4/ Debt service in percent of current-year exports of goods and nonfactor services.

5/ Excluding grants, EOP exchange rates
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Table 7. Ghana: Debt Service Paid and Debt Service Due, 1997-2020

(In millions of U.S. dollars. unless otherwise indicated)

Average
1997 1998 1999 2000 Before debt relief After traditional debt
relief
2011-

1997-2000 2001-2010 2020 2001-2011 2011-2020

Proj. Proj. Proj. Proj.
Debt service payable 1/ 523 560 521 560 541 369 565 377 565
Debt service~to export ratio 23.5 22.1 21.1 23.0 22.4 10.8 8.5 11.6 8.5
Debt service-to-revenue ratio 48.6 41.0 534 82.1 52.8 24.8 18.5 27.6 18.6
Debt service-to-GDP ratio 7.6 7.5 6.7 11.2 8.0 4.6 3.5 4.7 3.5

Memorandum items:

Exports of goods and services 2,231 2,532 2,473 2,440 2,419 3.426 6,669 3426 6,669
Government revenues 2/ 1.077 1,366 976 683 1.025 1.486 3.047 1.486 3,047
Gross domestic product 6,884 7,474 7.774 5,000 6.783 8.021 16,174 8,021 16,174

Sources: Ghanaian authorities; and Fund-Bank staff estimates and projections.

1/ Including the Fund. For the period 1997 to 2000, data refer to debt service paid.

2/ Excluding grants.
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Table 8. Ghana: Possible Delivery of IMF Assistance under the Enhanced HIPC Initiative 1/

(In millions of U.S. dollars, unless otherwisc indicated)

2002 2003 2004 2005 2006 2007 2008 2009
(Based on the USS/SDR exchange rate as of January 17, 2002)
Delivery schodule of IMF assistance (in percent of totel sssistance) 2/ 82 150 20.0 18,0 8.0 15.0 12.8 3.0
Debt Service duc on IMF obligations 3/ 134 219 399 48.1 376 471 417 23.3
Principal 103 189 371 454 351 449 39.7 21.5
Interest 3.1 30 29 26 24 22 20 1.9
IMF assistance—deposits into Ghana's account
Interim assistance 4/ 123 158 ™
Completion point assistance 34.0
IMF assi drawd hedule 6/ 92 172 26.2 271 15.5 18.9 15.7 40
IMF assistance without interest 92 16.8 224 202 9.0 168 14.4 34
Estimated interest eamings - 04 38 6.9 6.6 2.1 14 0.6
Debt service due on current IMF obligations afier IMF assi 6/ 4.2 46 13.7 209 220 28.2 26.0 19.4
Share of debt service due on IMF obligations covered by
IMF assistance (in perceat) 6/ 688 788 65.7 56.4 414 40.2 377 17.0
Proportion (in percent) of each principal repayment falling duc during the period to be paid
by IMF Initistive assi from the principal deposited in Ghana's 89.3 89.1 60.5 4.4 255 375 36.1 15.7
Memorandum items:
(Based on debt service data and exchange rates as of end-2000)
Total debt service due (in millions of U.S. dollars) 7/ 8/ 375 368 376 368 347 350 363 359
Debt service due on IMF obligations (in millions of U.S. dollars) 8/ 154 206 39.5 48.0 370 333 278 8.7
Debt service due on current IMF obligations after IMF assistance 6/ 62 34 13.2 208 215 14.4 120 4.7
(in percent of exports) 03 0.1 0.5 08 08 0.5 04 0.1
Share of total debt service covered by IMF assistance (in percent) 6/ 25 47 7.0 74 45 54 43 1.1
Source: Fund staff estimates.
1/ Total IMF assi under the enh d HIPC Initiative is U.S. dollars 112.1 million calculated on the basis of data available at the decision point, excluding interest earned on Ghana's account
and on committed but undist d as described in fc 6.
2/ While the IMF will deposit 11 p of enb d assi into Ghana's account after the decision point has been reached, the delivery schedule for 2002 shows the share (8.2 percent) of
enhanced assistance applied to Ghana's principal repayment obligations falling due from mid-February to end-December 2002,
3/ Forthcoming obligations estimated based on rates and principal schedules in effect as of end-D ber 2001. I bligations include net SDR charges and assessments.
4/ The first delivery of interim assi will be deposited into Ghana's at the exp d decision point in mid-February 2002 to cover principal repay bligations falling due to the Fund
in the next twelve month period.
5/ Remaining of assi d to be disk d into Ghana's account at the completion point in February 2004, which is reflected in the calculation of interest.
6/ Includ i d interest gs on: (1) held in Ghana's account; and (2), up to the completion point, amounts committed but not yet disbursed. It is assumed that these amounts earn a

rate of return of 5.25 percent in U.S. dollar terms; actual interest camings may be higher or lower. Interest accrued on (1) during a calendar year will be used toward the first repayment obligation(s)
falling due in the following calendar year except in the final year, when it will be used toward payment of the final obligation(s) falling due in that year. Interest accrued on (2) during the interim
period will be used toward the repayment of obligations falling due during the three years after the completion point.

7/ After traditional debt relief mechanisms.

8/ Excludes ch in the SDR dep of the IMF.
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Table 9. Ghana: Possible Delivery of IDA Assistance Under the HIPC Initiative, 20012022
(In millions of U.S. dollars, unless otherwise indicated)

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
IDA debt setvice before HIPC redief 551 62.2 66.7 724 78.6 84.6 89.4 95.1 101.2 105.7 111.5
Principal 18 39.1 438 50.0 56.5 62.9 68.3 74.5 811 86.3 92.7
Interest 234 23.1 22.8 225 221 21.7 212 20.6 20.1 19.5 18.8
1DA debt service after RIPC relief 551 292 21.7 236 25.6 275 291 31.0 329 344 36.3
Principal 31.8 179 143 163 18.4 20.5 222 242 264 28.1 30.2
Interest 23.4 11.3 7.4 7.3 72 7.1 6.9 6.7 6.5 6.3 6.1
IDA assistance 1/ 0.0 329 450 48.9 53.0 57.0 60.3 64.1 68.2 71.3 75.2
Principal 0.0 211 29.6 337 38.1 424 46.0 50.2 54.7 582 62.5
Interest 0.0 11.8 154 152 49 14.6 14.3 139 13.5 13.1 127
Memorandum item:
IDA debt relief as percent of IDA
debt service due (in percent) 0 53 67 67 &7 67 67 67 67 67 67
interim assistance 2/ 73.4
Interim relief as percent of total 8.4%
2012 2013 2014 2015 2018 2017 2018 2019 2020 2021 2022
TDA debt service before HIPC relief 1177 120.5 122.7 1261 127.5 1285 128.0 1289 129.2 129.0 128.0
Principal 99.6 103.2 106.1 1104 112.6 114.4 114.8 116.6 117.7 118.4 118.3
Interest 18.1 17.3 16.6 15.7 4.9 14.1 13.2 12.3 113 10.6 9.7
fDA debt service after HIPC relief 383 392 399 41.1 41.5 41.8 417 420 42.1 42.0 106.6
Principal 324 336 345 35.9 36.7 37.2 37.4 38.0 383 386 98.7
Interest 59 5.6 5.4 5.1 4.9 4.6 4.3 4.0 3.7 3.4 8.0
IDA assistance 1/ 79.4 81.3 82.7 85.0 86.0 86.6 86.3 §7.0 87.1 87.0 214
Principal 67.2 69.6 71.5 74.4 75.9 77.1 77.4 78.6 79.4 79.9 19.6
Interest 122 117 112 10.6 10.1 9.5 89 83 7.7 7.1 1.7
Memosandum jtem:
IDA debt relief as percent of IDA
debt service due (in percent) 67 67 67 67 67 67 67 67 87 67 17

Sources: Ghanaian authertties: and 1DA staff estimates.

1/ Total debt service reduction of USS1445.7 million in nominat terms cotresponding to US$781.5 million in NPV terms, using

end-2000 discount rates and exchange rates.
2/ In net present vatue (NPV) terms; assuming a Decision Point in February 2002 and 2 Completion point in January 2004.
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Table 10. Ghana: Possible Delivery of AfDB/AfDF Assistance Under the Enhanced HIPC Initiative, 2001-2013 1/
(In millions of U.S. dollars, unless otherwise indicated)

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

AfDB/ADF debt service before HIPC 27.3 26.1 25.6 249 23.7 22.6 19.5 19.2 14.5 8.1 8.4 8.8 9.9

relief

of which, AfDB 20.7 19.3 18.3 17.2 16.2 153 12.2 11.5 6.5 0.0 0.0 0.0 0.0
AfDF 6.6 6.8 73 1.7 1.5 73 73 7.1 8.0 8.1 8.4 8.8 9.9

AfDB/ADF debt service after HIPC 273 8.3 49 4.8 4.6 45 39 3.9 3.1 1.6 1.7 1.8 8.7

relief

of which, AfDB 20.7 5.0 3.5 33 3.1 3.0 24 24 1.5 0.0 0.0 0.0 0.0
AfDF 6.6 33 1.4 1.5 1.5 1.5 1.4 1.5 1.6 1.6 1.7 1.8 8.7

AfDB/AfDF assistance 2/ 0.0 17.8 20.7 20.1 19.1 18.2 15.6 153 11.5 6.5 6.7 7.1 1.1

of which, AfDB 0.0 14.3 14.8 14.0 13.1 123 9.7 9.1 5.1 0.0 0.0 0.0 0.0
AfDF 0.0 3.5 5.9 6.2 6.0 59 58 6.2 6.4 6.5 6.7 7.1 1.1

Memorandum items:

Interim assistance 3/ 37.0

Interim relief as percent of total 282

Sources: Ghanaian authorities; and World Bank, African Development Bank and IMF staff estimates.

1/ Based on stock of debt outstanding as of end-December 2000. Illustrative Scenario (80% debt service reduction on AfDB and AfDF loans outstanding as of
December 31, 2000). Under this scenario total delivery of assistance will be completed by 2013.

2/ Total debt service reduction of US$159.7 million in nominal terms corresponding to US$130.9 million in NPV terms, using end-December 2000 discount and
exchange rates.

3/ In net present value (NPV) terms; assuming a decision point in February 2001 and a completion point as of January 2004.
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Table 11. Ghana: Sensitivity Analysis After HIPC Assistance, 2001-2020 1/

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

2012 2013 2014 2015 2020

2001-2010 2011-2020

Estimates Averages
Baseline scenario
NPV of debt to revenue ratio 2/ 4524 363.6 3373 1769 180.4 1819 1859 1896 1926 1950 196.7 197.6 198.7 199.8 200.6 202.7 245.6 200.4
Debt service to revenue ratio 2/ 246 120 94 78 78 75 83 94 100 105 114 121 132 139 145 151 10.7 14.0
Debt service to exports ratio 3/ 89 50 41 34 34 33 37 42 44 47 51 54 60 63 66 70 45 6.4
Grant element in total debt 374 410 401 615 598 580 563 547 534 521 510 499 49.1 484 478 455 514 47.8
Grant element in new debt 556 547 538 527 517 505 498 493 489 486 484 482 482 483 484 483 51.6 484
Alternative scenario - Lower growth 4/
NPV of debt to revenue ratio 2/ 4524 3489 334.1 1792 184.4 187.8 1937 1994 2044 209.0 2127 215.8 219.0 2223 2252 2385 249.3 226.2
Debt service to revenue ratio 2/ 246 115 93 79 80 78 86 99 106 113 123 132 146 155 163 178 10.9 159
Debt service to exports ratio 3/ 89 50 41 34 34 33 37 42 44 47 51 54 60 63 66 170 45 6.4
Grant element in total debt 374 410 401 615 598 580 563 547 534 521 510 499 491 484 478 455 51.4 47.8
Grant element in new debt 556 547 538 527 517 505 498 493 489 486 484 482 482 483 484 483 51.6 48.4
Alternative scenario - Lower project grants 5/
NPV of debt to revenue ratio 2/ 4524 368.6 3462 1889 1953 199.6 2064 2128 2185 2231 226.8 229.6 2324 2353 237.7 2469 2612 2379
Debt service to revenue ratio 2/ 246 121 97 82 82 80 88 104 115 124 135 146 159 1695 178 193 114 17.3
Debt service to exports ratio 3/ 89 50 42 35 36 36 39 46 5.1 55 60 65 72 77 8.1 8.9 438 79
Grant element in total debt 413 478 496 692 689 685 681 678 675 672 670 669 668 669 669 669 61.6 66.9
Grant element in new debt 556 528 513 50.1 489 476 468 46.1 456 453 449 447 446 446 447 444 49.0 44.7

Sources: Ghanaian authorities; and Fund-Bank staff estimates and projections.

1/ Including new debt.
2/ Revenue is defined as central government revenue, excluding grants.

3/ As defined in IMF, Balance of Payments Manual, 5th edition, 1993. Based on a three-year average of exports on the previous year (e.g., export average over 1999-01 for NPV of debt-

to-exports

ratio in 2001).

4/ Growth of real GDP is assumed to be 1 percentage point lower per annum than in the baseline from 2002 onwards.
5/ The share of grants in external project financing is lower by 9 percentage points from 2002.

_SV-

I XIANdddV



- 46 -

APPENDIX II

Table 12. HIPC Initiative: Status of Country Cases Considered Under the Initiative, January 11, 2001

Target Estimated Total
NPV of Debt-to- Assistance Levels 1/ Percentage  Nominal Debt
Decision  Completion~  Gov. (In millions of U.S. dollars, present value) Reduction  Service Relief
-Country Point Point Export  revenue Total Bilat- Multi- ™MF World inNPVof  (In millions of
" (in percent) eral lateral Bank  Debt 2/ U.S. dollars)
Completion point reached under enh d fr k
Bolivia 1,302 425 876 84 193 2,060
original framework Sep. 97 Sep. 98 225 448 157 291 29 53 14 760
enhanced framework Feb. 00 Jun. 01 150 854 268 585 55 140 30 1,300
Mozambique 2,022 1,270 753 143 443 4,300
original framework Apr. 98 Jun. 99 200 1716 1,076 641 125 381 63 3,700
enhanced framework Apr. 00 Sep. 01 150 306 194 112 18 62 73 600
Uganda 1,003 183 820 160 517 1,950
original framework Apr. 97 Apr. 98 202 347 73 274 69 160 20 650
enhanced framework Feb. 00 May 00 150 656 110 546 9 357 37 1,300
Tanzania Apr. 00 Nov. 01 150 2,026 1,006 1,020 120 695 54 3,000
Decision point reached under enh d framework
Benin Jul. 00 Floating 150 265 7 189 24 84 31 460
Burkina Faso 398 56 342 42 162 700
original framework Sep. 97 Jul. 00 205 229 32 196 22 9! 27 400
enhanced framework Jul. 00 Floating 150 169 24 146 20 71 27 300
Cameroon Oct. 00 Floating 150 1,260 874 324 37 179 27 2,000
Chad May 00 Floating 150 170 35 134 18 68 30 260
Ethiopia Nov. 01 Floating 150 1,275 482 763 34 463 47 1,930
Gambia, The Dec. 00 Floating 150 67 17 49 2 22 27 90
Guinea Dec. 00 Floating 150 545 215 328 31 152 32 800
Guinea-Bissau Dec. 00 Floating 150 416 212 204 12 93 85 790
Guyana 585 220 365 75 ‘68 1,030
original framework Dec. 97 May 99 107 280 256 9] 165 35 27 24 440
enhanced framework Nov. 00 Floating 150 250 329 129 200 40 41 40 590
Honduras Jul. 00 Floating 110 250 556 215 340 30 98 8 900
Madagascar Dec. 00 Floating 150 814 457 357 22 252 40 1,500
Malawi Dec. 00 Floating 150 643 163 430 30 331 4 1,000
Mali 522 162 361 58 182 870
original framework Sep. 98 Sep. 00 200 121 37 84 14 44 9 220
enhanced framework Sep. 00 Floating 150 401 124 277 44 138 28 650
Mauritania Feb. 00 Floating 137 250 622 261 361 47 100 50 1,100
Nicaragua Dec. 00 Floating 150 3,267 2,145 1,123 82 189 72 4,500
Niger Dec. 00 Floating 150 521 211 309 28 170 54 900
Rwanda Dec. 00 Floating 150 452 56 397 44 228 Tt 810
Sao Tome & Principe Dec. 00 Floating 150 97 29 68 - 24 83 200
Senegal Jun. 00 Floating 133 250 438 193 259 45 124 19 850
Zambia Dec. 00 Floating 150 2,499 1,168 1,331 602 493 63
Decision point reached under original framework
Cbte d'Ivoire Mar. 98 141 280 345 163 182 23 91 6 3 800
Total assistance provided/committed 22,159 10,296 11,738 1,792 4/ 5,422 36,620
Preliminary HIPC document issued 5/
Ghana 250 2,006 1,002 1,095 122 767 55 3,200
Siemra Leone 150 553 189 326 121 119 79 900
Sources: IMF and World Bank Board d point d d point d preliminary HIPC d and staff calculati
1/ Assistance levels are at countries' resp d or pl poims as applicable.
2/ In percent of the net present value of debt at the decision or ion point (as applicable), after the full use of traditional debt-relief mechanisms,

3/ Nonreschedulable debt to non-Paris Club official bilateral creditors and the London Club, which was already subject to a highly concessional

restructuring, is excluded from the NPVof debt at the

point in the

of this ratio.

4/ Equivalent to SDR 1,425 million at an SDR/USD exchange rate of 07957, of January 1, 2001.



-47 - APPENDIX II

Table 13. Ghana: Discount Rate and Exchange Rate Assumptions 1/

Discount Rates 1/ 2/ Exchange Rates 2/
(In percent per annum) (Currency per U.S. dollar)

Currency

Austrian Shillings 6.25 14.79
Belgian Franc 6.25 43.35
Canadian Dollar 7.00 1.50
CFA Franc 6.25 704.95
Chinese Yuan 6.09 8.28
Danish Kroner 6.73 8.02
Deutsche Mark 6.25 2.10
Euro 6.25 1.07
Finnish Markaa 6.25 6.39
French Franc 6.25 7.05
Great Britain Sterling 6.73 0.67
Irish Punt 6.25 0.85
ftalian Lira 6.25 2,080.89
Japanese Yen 2.03 114.90
Korean Won 9.41 1,264.50
Kuwaiti Dinar 6.09 0.31
Netherland Guilders 6.25 2.37
Norwegian Kroner 8.02 8.85
Portugese Peseta 6.25 21546
Saudi Arabian Ryal 6.09 3.75
South African Rand 6.09 7.57
Spanish Peseta 6.25 178.81
Special Drawing Rights 6.09 0.77
Swedish Kroner 6.20 9.54
Swiss Franc 5.33 1.64
United States Dollar 7.19 1.00

Memorandum item:
Paris Club cut-off-date is January 1, 1983

Sources: OECD; and IMF, International Financial Statistics.

1/ The discount rates used are the average commercial interest reference rates (CIRRs) for the respective
currencies over the six-month period ended December 2000.

2/ For all currencies for which the CIRRs are not available, the SDR discount rate is used

as the proxy.



