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FOREWORD

The Ministry of the Economy and Finance is pleased to make available to the
development stakeholders in Mali (public administration, civil society, private sector,
Decentralized Authorities, technical and financial partners, Institutions of the
Republic), the final version of the 2" Generation Poverty Reduction Strategy Paper
(PRSP 1) adopted by Cabinet Meeting on 20 December 2006. This document, known
as Growth and Poverty Reduction Strategy Paper, which will henceforth be the only
frame of reference for development policies and strategies in Mali, has been
prepared following a broad participatory process at the national, regional and local
levels.

The document is the outcome of this long process, which covered nearly one year. It
brings together all the sector policies. To a large extent, it draws on lessons learnt
from PRSP | 2002-2006 evaluation, the MDGs and the National Prospective Study
for Mali 2025 (ENP Mali 2025) conducted from 1997 to 1999 throughout the country
and which recorded Malians’ perception and vision of their society within a
generation.

PRSP Il has given an opportunity to review all sectoral, national and thematic policies
in light of the main goal of growth and poverty reduction. The reflection helped to
underscore, not only the major causes and obstacles to poverty reduction, but also
the key economic and social benefits that guarantee strong growth and sustainable
development.

Furthermore, | think it is important to point out that the PRSP process is an ongoing
process. Consequently, improvements will be made to the document, as relevant
information and analyses become available. The aim is that the PRSP should serve
as a permanent framework for dialogue between all the stakeholders, and that it
should at all times be the best possible response to the problem of poverty reduction.

The process of preparing this document has generated a series of intermediate
documents that the Ministry of the Economy and Finance will make available to all
users; the documents include ad hoc group reports, as well as PRSP review and
workshop reports.

Lastly, | wish to thank all stakeholders for their active involvement in the PRSP
preparation process which can still be improved and is open to all because, over and
above the production of a reference document, the major challenge remains its
implementation and monitoring-evaluation which, if successful, would guarantee
achievement of the objectives sought. The success of the PRSP depends on this.

Abou-Bakar TRAORE
Minister of the Economy and Finance

GPRSP 2007 — 2011
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1.

EXECUTIVE SUMMARY

The new generation Poverty Reduction Strategy Paper (PRSP), which could
be defined as the Growth and Poverty Reduction Strategy Paper, describes
the policies and programmes which the country intends to implement at the
macro-economic, structural and social levels, so as to promote growth and
reduce poverty over the 2007-2011 period. It also presents the financing
plan and related external financing requirements for the period.

The PRSP also provides the basis for assistance from technical and
financial partners, as well as debt relief under the Heavily Indebted Poor
Countries (HIPC) Initiative and the Multilateral Debt Reduction Initiative
(MDRI), two initiatives from which Mali benefits.

The first PRSP for Mali, the final version of which was adopted in May 2002,
drew on the Interim PRSP (I-PRSP). It covered the 2002-2006 period. In all,
eleven working groups, with representatives from the central administration,
the civil society, the private sector and external development partners,
played a key role in its preparation. The preparation process also involved
regional consultations.

As it henceforth provides the single medium-term frame of reference for the
development policy of Mali, and the main reference document for all TFPs in
their support operations for the country, the PRSP has helped to implement
several programmes in each of the proposed priority areas, namely: (i)
institutional development and improvement of governance and participation,
(i) human development and reinforcement of access to social services, and
(iii) development of infrastructures and support to key productive sectors.

The reports on PRSP implementation and review conducted in June 2006
underscored the achievements and weaknesses in PRSP preparation and
implementation. Justifications for the preparation of a new generation PRSP
therefore lie in the weaknesses of PRSP |, in particular: (i) inadequacy of
results obtained in relation to the set overall goals, (ii) weak link between the
PRSP and the State budget, operational weakness of the institutional
monitoring-evaluation mechanism, and weakness of the various working
instruments (indicators, statistics).

It is within this context that the new generation PRSP, presented in this
document, was prepared.

The work drew on the results of evaluations of the 2002-2006 PRSP,
specific work by the ad hoc working groups, and conclusions of the first
PRSP review.

Following preparations at end of 2005, the process was launched in January
2006, and the initial documents were presented in July 2006. Consultations
were held with all the stakeholders throughout the preparation process, and
a national workshop in September 2006 put together the views of all the
stakeholders. This document is the outcome of the consultations.

9. The guiding principles of PRSP Il preparation are as follows:

consolidation of the achievements of PRSP I;
acceleration of growth by eliminating major constraints;
implementation of new sources of growth; and

integration of MDGs.

GPRSP 2007 — 2011
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Evaluation of PRSP |

10.

11.

The implementation of PRSP | helped to reduce the level of monetary
poverty from 68.3% in 2001 to 59.2% in 2005, on the basis of an updated
poverty line of CFAF 153,310. The goal of reducing poverty by one-quarter
over the 2001-2006 period, and bringing down the level to 47.5% in 2006
was therefore not achieved. The analysis shows a significant gap between
rural areas (73.0%) and urban areas (20.1%). On the other hand, poverty in
urban areas has reduced, with urban poverty incidence dropping from
26.2% in 2001 to 20.12% in 2005, representing a decline of more than 6
points. In rural areas, the incidence of poverty has remained virtually stable,
moving from 73.8% in 2001 to 73.0% in 2005. Lastly, the other two
indicators, depth and severity of poverty, are improving slightly, but
insufficiently and less than expected by the first PRSP project.

In conclusion, it should be noted that the low level of poverty reduction
during PRSP | is due to poor control of population growth, inadequate
growth rate of the Malian economy, unequal distribution of the fruits of
growth, and limited access to basic services.

Long-term Strategic Vision

12.

13.

Like PRSP I, PRSP 1l is based on the vision defined in the National
Prospective Study Mali 2025. This consensual vision on the country’s future
by the year 2025 is built around the aspirations of individuals. It expresses
what the majority of the Malian population, including the poor, want: “a
nation that is united around a diversified and rehabilitated cultural base; a
democratic political and institutional organization that guarantees
development and social peace; a strong, diversified and open economy;
poverty reduction and social progress affecting all the regions and
categories of the population”.

Such a vision is voluntarist. It calls for a proactive attitude, which consists in
not being subject to events, but rather acting to cause them. It also entails
the mobilization of minds and energies for poverty reduction and sustainable
development. It is an extension of international commitments made at
various world summits, in particular the Millennium Development Goals for
2015.

Overall Goals and Macro-economic Framework

Overall Goal

14.

Promote redistributive growth and poverty reduction by boosting productive
sectors and consolidating public sector reforms. The main objective of the
macro-budgetary framework is to maintain macro-economic and budgetary
balances, taking into account the real potential of the Malian economy, as
well as the overall and sector goals of the PRSP. Following consideration of
several variants based on diverse public investments and tax pressure
assumptions, a voluntarist scenario of strong growth was adopted, reflecting
the political will to accelerate overall growth driven by rapid private sector
development. The average estimated GDP growth rate for the 2007-2011
period will be + 7%. In public finance, efforts will be made towards
mobilization of internal resources, with a tax pressure of 17% as from 2008,
in accordance with Mali’s commitments concerning the WAEMU
convergence criteria. The Government’s budget and financial policy will be
supported by activities proposed in the Government’s Action Programme for
the Improvement and Modernization of Public Finance Management

GPRSP 2007 — 2011
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(PAGAMGFP). During PRSP II, total revenue and expenditure estimates
(including net loans) are consistent with the macro-economic framework and
Medium-Term Budgetary framework. The total revenue (excluding grants)
would stand at CFAF 884 billion in 2011 as against CFAF 540 billion in
2007. Tax revenue will increase at an average annual rate of 10.3%. Total
expenditure and net loans would increase at an average annual rate of 7.1%
to CFAF 1,217 billion in 2011. These estimates include the financing
programmes, as well as evaluations of internal and external financing
requirements for the period.

Specific Objectives

Accelerate growth: + 7% per year over the 2007-2011 period.

Improve the well-being of the Malian populations.

Strategic Orientations

15. To achieve these objectives, PRSP Il proposes three strategic orientations,

which reinforce each other to attain the core objective of strong and
sustainable growth that would reduce poverty:

Development of infrastructures and the productive sector;
Pursuance and consolidation of structural reforms; and

Strengthening of the social sector.

OS1: Development of infrastructures and productive sectors

16. This first strategic orientation aims at improving the productive environment

to ensure better productivity of factors of production and economic growth.

OS2: Pursuance and consolidation of structural reforms

17. This second strategic orientation aims at pursuing the implementation of

reforms relating to the structure and functioning of the Government and its
institutions. To that end, the Government will place the concerns of users at
the core of institutional reforms that will be undertaken by the Institutional
Development Programme (PDI) to ensure good management of public
affairs, peace and social stability. The Programme aims at making profound
changes in public management. The reforms, some of which were initiated
several years ago, need to be strengthened during PRSP Il implementation.
In addition to consolidation of the decentralization process, several equally
fundamental aspects will be given priority in PRSP II, namely: strengthening
of the rule of law and improvement of the judicial system and organization,
capacity building for the civil society, and the fight against corruption.

OS3: Strengthening of the Social Sector
18. This strategic orientation focuses on better delivery of key basic social

services, in particular education, health, drinking water and sanitation, and
housing. Employment-training and HIV/AIDS control will be priority areas of
intervention.

GPRSP 2007 — 2011
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19. For each of the strategic orientations, emphasis is laid on the need for
specific and corrective actions to protect the rights of the poor in decision-
making and reduce disparities between regions, between councils, between
urban and rural areas, and between the sexes.

Priority Areas of Intervention

20. The three strategic orientations are detailed out in thirteen priority areas,
which cover all activities relating to the administration, the civil society, the
private sector, and the productive sector: (1) Food security and rural
development; (2) development of small and medium size enterprises; (3)
protection and sustainable management of natural resources; (4)
consolidation of public administration reform; (5) pursuance of reform of the
business environment; (6) development of the financial sector; (7)
development of infrastructures; (8) promotion of democratic governance and
public freedoms; (9) capacity building for the civil society; (10) strengthening
of regional and sub-regional integration initiatives; (11) creation and
promotion of long-term jobs; (12) development of access to basic services;
(13) HIV/AIDS control; and (14) integration into the Multilateral Trade
System.

Implementation, Monitoring and Evaluation

21. It is necessary to clarify and simplify the institutional mechanism. The PRSP
institutional mechanisms will comprise: (i) a Policy Committee, (ii) a Mali -
Development Partners Joint Commission, (iii) a National Steering
Committee, and (iv) a PRSP Technical Unit, which will be strengthened. The
PRSP process will be conducted and coordinated by the Ministry
responsible for the Economy.

22. As regards methods, the PRSP evaluation calls for a review of the number
and nature of the proposed indicators by component or thematic area for
better legibility and greater relevance.

Presentation of PRSP Il

23. This document presents the results of the work done by the central and
deconcentrated administration, in constant collaboration with all partners:
civil society, private sector and technical and financial partners. It comprises
about ten chapters which cold be divided into five main parts:

o Presentation of the poverty situation in Mali and the results of the first PRSP
2002- 2006;

e Presentation of the key objectives and general framework within which the
new PRSP will be implemented: the macro-economic framework and the
budgetary framework for 2007 to 2011;

e Presentation of strategies and policies through the strategic orientations,
priority areas and details of sector policies;

e Accelerated growth strategy including cross-cutting issues (population,
gender, and territorial development); and

e Lastly, presentation of coordination and monitoring-evaluation mechanisms,
with  monitoring-evaluation indicators, implementation of the Paris
Declaration, the Financing Plan, and the Logical Framework of the 2™
Generation PRSP.
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2.

INTRODUCTION

24.

25.

26.

27.

28.

The challenge which Mali has to take up to reduce poverty is first that of
creation of wealth through strong and sustained growth. This growth is a
prerequisite for the redistribution of wealth for the welfare of the Malian
population.

Consequently, the 2" generation PRSP 2007-2011 is known as the
“‘Growth and Poverty Reduction Strategy Paper (GPRSP)” and has two
major objectives:

promote strong annual growth of 7.0%, by generating wealth and creating
jobs in growth-oriented sectors of the national economy, such as rural
production (agriculture, livestock, fisheries, agro-forestry, fruits and
vegetables), the mining and energy sector, and the goods and services
sector (trade, tourism, culture and NICT). These growth-oriented sectors
require explicit energy strategies that consider all forms of energy (motive
force, pumping, new and renewable sources of energy, etc). Real control of
population growth and better redistribution of the created wealth will help to
reduce inequalities and distortions of access to basic social services, which
are the main causes of growing poverty.

improve the functioning of public services by pursuing, consolidating and
deepening reforms initiated at the institutional level (decentralization and
deconcentration), democratic governance (democracy, fight against
corruption and establishment of the rule of law), the economic level (micro-
finance and the private sector) and improvement of the social sector (in
particular, education, health, drinking water, employment and training, and
HIV/AIDS control).

During PRSP 1, priority was given to allocation of budgetary resources to
social sectors, in general. In PRSP I, while continuing with these sectors,
emphasis will be laid on the implementation of structural reforms and
investments to support growth-oriented sectors, such as rural production,
mining, infrastructure and the environment.

To ensure sustained growth and sustainable poverty reduction,
development should be anchored on the decentralization of government
action to the local level and on territorial development which will help to tap
the existing economic, human and environmental potential, mitigate
constraints and territorial imbalances, and revitalize local economies.

Ensuring consistency between national (Government) strategies and local
(Local Authorities) priorities and improving production conditions in rural
areas should help to create attractive development poles to reduce rural
exodus of youths, particularly to urban centres. Poverty reduction also
requires real control of population growth and specific attention to the
redistribution of wealth by social and spatial category.
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3. TREND OF POVERTY IN MALI

29.

30.

Previous studies conducted in Mali revealed three forms of poverty:

Poverty in terms of living conditions or mass poverty, which reflects a
situation of lack of food, education, health care and housing.

Monetary or income poverty, which reflects inadequate resources, leading to
insufficient consumption.

Potentiality poverty, which is defined as the lack of capital (access to land,
equipment, loans and employment). This form of poverty is not well
evaluated in Mali. However, the Sustainable Human Development and
Poverty Reduction Observatory (OOHD) has provided indications on this
form of poverty in its Development Report (2003 edition). Furthermore, the
Observatory has calculated the Community Poverty Index based on the
basic infrastructures of 703 municipal councils.

PRSP | was based on the “living conditions” approach, using the Budget
Consumption Survey of 1998. On this basis, the 2002 estimate of the
incidence of poverty was 64% of poor people, while the results of the Malian
Poverty Evaluation Survey in 2001, based on a monetary approach,
indicated 68% of poor people.

The various PRSP | evaluations show that:

31.

32.

33.

34.

35.

implementation of the PRSP helped to reduce the level of poverty from
68.3% in 2001 (income base) to 59.2% in 2005, on the basis of an updated
poverty line of CFAF 153,310. The goal of reducing poverty by one-quarter
over the 2001-2006 period and bringing down the level to 47.5% in 2006
was therefore not achieved. The analysis shows a wide gap between rural
areas (73.04%) and urban areas (20.12%). Furthermore, poverty in urban
areas was reduced, since the incidence of poverty in these areas declined
from 26.2% in 2001 to 20.12% in 2006, representing a decline of more than
6 points. On the other hand, in rural areas, the incidence of poverty has
remained virtually stable, from 73.8% in 2001 to 73.04% in 2005. The
preceding analyses therefore show that in Mali poverty is essentially a rural
phenomenon;

the degree of poverty stood at 24.1% in 2005 as against 31.4% in 2001,
which indicates some progress. This shows that the gap between the
incomes of the poor and the poverty line is reducing.

In the same connection, the severity of poverty has reduced, from 17.6% in
2001 to 12.6% in 2005, representing a decline by 5 points.

The Gini index was 0.401 in 2001. The current available information does
not provide a reliable indication of the trend of inequalities since
implementation of the PRSP.

To make the PRSP process credible, it is necessary to fine-tune the
analysis and measurement of poverty so as to better anchor the objectives
of the second generation, particularly the trend of inequality and level of
access to basic social services. Ongoing surveys (ELIM I, in particular) will
help to provide more information on these aspects.
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36.

In conclusion, it should be noted that the low level of poverty reduction
during the PRSP is due to inadequate growth rate of the Malian economy,
and to unequal distribution of the fruits of growth, limited access to basic
services, and poor control of population growth.

4, EVALUATION OF THE PRSP

37.

4.1

38.

39.

Adopted on 29 May 2002 following broad consultations with all the
stakeholders of the Malian society (Government administration services, the
private sector, the civil society, decentralized local authorities and technical
and financial partners), the first generation (2002-2006) of the Poverty
Reduction Strategy Paper (PRSP) has come to an end. The PRSP
evaluation presented below has contributed to better preparation for the
second generation known as the “Growth and Poverty Reduction Strategy
Paper (GPRSP)”, which covers the 2007-2011 period.

Evaluation of the PRSP Pillars

The first PRSP review, conducted on 8 and 9 June 2006, helped to assess
the trend of the macro-economic situation and sectors in terms of the
various PRSP pillars.

During the period under review, the Malian economy was hit by exogenous
factors: the conflict in Céte d’lvoire, the upsurge in oil prices, the locust
invasion and early stoppage of rainfall in 2002 and 2004. Céte d’lvoire,
Mali’s first trade partner in the sub-region, is the country through which 70%
of trade transits. The conflict forced Mali to go through far-away ports like
Lomé or Cotonou to obtain supplies, particularly hydrocarbons. This
significantly increased the recurrent costs of transportation of imported
goods, and reduced the budget revenue.

4.1.1 Macro-economic Framework

40.

41.

42.

It was estimated that the Malian economy would record an average annual
increase of 6.7% over the 2002-2005 period. The increase was expected to
reduce the incidence of poverty from 63.8% in 2001 to 47.5% in 2006. The
average real GDP growth stood at 5.2% over the 2002-2005 period. A
breakdown of this indicator shows a growth rate of 4.7% for the primary
sector (as against 7.3% estimated), 5.3% for the secondary sector (as
against 6.2%), and 4.8% for the tertiary sector (as against 5.9%). As a
result, the growth objective could not be achieved.

Significant progress has been made in the management of public finance
and macro-economic planning through: (i) implementation of programme
budgets and sectoral MTEFs; (ii) application of expenditure implementation
procedures manuals; (iii) interconnection of the computer networks of
administrative services responsible for preparation and implementation of
the State Budget; (iv) establishment of a new budget nomenclature and
strengthening of controls; and (v) setting up of a Forecasts and Modelling
Committee (CPM) in 2003.

The average inflation rate was 1.9% over the 2002-2005 period, thereby
remaining below the tolerable level of 3%.
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43.

44.

45.

The total external financing of the development programme recorded a
significant gap, and stood at 78.4% (estimates of CFAF 1,043.6 billion).
Furthermore, it should be noted that 2002 recorded the highest level of
mobilization in comparison to the estimates, as a result of efforts to organize
CAN 2002.

With respect to public expenditure, stringent management helped to
maintain a budget position consistent with the objectives of the IMF staff-
monitored programme. Current and capital expenditures were maintained
within the limits of the programme. Delays in the disbursements of external
aid led to a decline in the implementation volume and rate of the Special
Investment Budget (BSI). However, in the past few years, the BSI
implementation rate has been improving.

Over the PRSP | period, Mali complied with most of the WAEMU
convergence criteria, with the exception of the base budget balance and tax
ratio.

4.1.2 Institutional Development, Governance and Participation

46.

47.

48.

With respect to improvement of the performance of public administration,
the activities concern in particular, the preparation of the Institutional
Development Programme (PDI), and its Operational Plan. As regards
strengthening national planning and development management capacities,
the services and organs responsible for planning, statistics, macro-
economic forecasts, territorial development and population have been
restructured, and development management policies, tools, instruments and
methods have been formulated. Furthermore, the strengthening of
deconcentration, which should accompany decentralization, is a major State
commitment. The financial component of this commitment is being
implemented with the Government Action Plan for the Improvement and
Modernization of Public Finance Management (PAGAMGFP) through
budgetary deconcentration actions, deconcentration of public procurement
procedures, and operational establishment of deconcentrated organization
charts and organic frameworks.

The organization and conduct of democratic elections (presidential,
legislative and municipal), within a consensual and peaceful political climate,
have helped to consolidate the democratic process. The installation of the
“Haut Conseil des Collectivités Territoriales” (HCCT) (Local Authorities High
Council), the creation of an Inter-Ministerial Steering Committee for the
Transfer of Government Powers and Resources to Local Authorities, and
the establishment of a technical and financial support mechanism (CCC and
ANICT) for local authorities show that decentralization has become
effective. Furthermore, a National Decentralization Policy Framework Paper
has been prepared and submitted to the partners. Implementation of the
paper will help to consolidate the achievements of this reform.

Common understanding of the concept of civil society, the identification of
its strengths and weaknesses, mastery of its role and responsibilities within
the democratic context of Mali, and establishment of the National Civil
Society Council (CNSC) are some of the factors that have helped to
strengthen the capacities of this important stakeholder in the Malian society.
This importance was demonstrated throughout the PRSP Il preparation
process by its numerous initiatives, in particular the organization of
consultation workshops for the six council of Bamako and eight regions of
Mali.
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49.

50.

51.

In order to effectively fight against corruption, the Ministry of Justice, through
PRODEJ, has taken important measures to strengthen transparency in the
processing of court files and reinforce control structures. In 2003, the
Government appointed prosecutors to manage economic and financial
poles. In 2004, the Office of the Auditor General and judicial police officers
was established. Efforts to train and recruit judicial staff, as well as control
information systems for human resource management, judicial files and
financial resources have helped to strengthen the capacities and credibility
of the justice sector. The other control structures, namely the Accounts
Section of the Supreme Court and the General Control of Public Services
have also been strengthened.

The introduction of the culture of peace into teaching programmes, the
development of traditional conflict prevention and management
mechanisms, the conduct of democratic discussion forums (“Espaces
d’Interpellation Démocratiques” (EID) and preservation of the secular nature
of the State have helped to establish peace and security.

Actions have been taken to restore and rehabilitate historic sites, promote
the national heritage, as well as train cultural stakeholders and staff of the
Ministry of Culture. Furthermore, as a factor of economic development, the
cultural sector has helped to fight against poverty in terms of creating jobs
and wealth through the organization of cultural events and activities for the
development of industries and cultural undertakings (music, concerts,
publishing, plastic arts, and photography).

4.1.3 Human Resource Development and Access to Basic Services

52.

53.

54.

As regards basic education, significant progress has been made in opening
schools. From 2002 to 2005, the mixed Gross Enrolment Rate recorded an
increase of 9.66% (from 64.4% to 74%), and the girls enrolment rate
increased by 9.70% (from 53.7% to 63.4%). The boys literacy rate has
remained much higher than that of girls, due to socio-cultural constraints.
The Pupil/Teacher Ratio remained constant between 2002 and 2004 (57
pupils/teacher). In 2005, it declined by 3 points, reaching a ratio of 54 pupils
to a teacher. This positive development came as a result of huge
investments in school infrastructure and significant recruitment of
contractual teachers.

The achievement of PRSP objectives in health and population has been
satisfactory. The extension of DTCP3 vaccination coverage for children
below one year old (from 75% in 2002 to 91% in 2005) was strong during
the period, and the proportion of the population living within 5 km of a
functional health centre increased from 44% in 2002 to 50% in 2005. The
key constraints on PRODESS implementation Il are, in particular, delays in
the operationalization of the Decree on transfer of Government powers and
resources to local authorities, inadequate qualified staff and equipment in
CSCOMs, as well as lack of a formal framework for the maintenance of
equipment and infrastructure.

Interventions in the water sector helped to improve drinking water supply.
The rate of access to drinking water increased from 57% in 2002 to 66.1%
in 2005. The major problems encountered consists mainly in the non-
finalization of the Drinking Water Sanitation Sector Programme
(PROSEPA), the non-mobilization of adequate financing to support
emergency programmes for Bamako and other areas, and the non-
establishment of the Drinking Water and Sanitation Agency.
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55.

56.

57.

58.

59.

60.

In order to improve access to housing, the Government adopted a town
planning and housing policy, leading to the formulation of a Town Planning
Master Plan (SDU) and the National Housing Programme (PNL) as well as
the creation of three referral institutions: (i) the “Banque de I'Habitat du Mali”
(BHM) specialized in the financing of housing; (ii) the “Office Malien de
'Habitat” (OMH) (Housing Authority of Mali), a financing mechanism for
assisting BHM in its policy to reduce the cost of housing, and (iii) the “Fonds
de Garantie Hypothécaire du Mali” (FGHM) (Mortgage Guarantee Fund of
Mali) responsible for granting mortgages and refinancing banks and
financial institutions that operate in the housing sector.

With respect to the promotion of youth employment, 2 000 volunteers have
been accepted on internship in public services. However, the primary sector
continues to be the greatest provider of jobs with 83.4% of the working
population, and the secondary and tertiary sectors employ 4.1% and 12.5%
respectively. The employment situation in Mali, particularly youth
employment, remains a major cause for concern for the Government. The
high population growth (about 2.2% per year) accelerates the inflow of
youths to the labour market, while growing urbanization, fuelled by rural
exodus and the return of emigrants, creates a high demand for jobs.

As regards social development, significant efforts have been made in the
establishment of structures, equipment, as well as laws and regulations for
the disabled. Support to old people for access to basic social services
(health care, social security) is given through the implementation of a
national action plan. Significant initiatives have been taken for
underprivileged persons, in particular the financing of income-generating
activities, as well as providing medical care and schooling for children in
difficult situations. Important reforms have been made in social security and
economy. There are currently 75 mutual health insurance societies, 64 of
which have been approved. The societies provide coverage for about
160,150 persons (about 1.3% of the population), all benefits included, with
about 144,729 persons for sickness risk (about 1.2% of the population). As
for cooperative societies, about 4,197 cooperative societies are currently
registered, and are mainly in the handicraft, multifunctional, agro-pastoral,
agricultural, production, consumption, housing, services, promotion of
culture, and fisheries sectors.

As regards gender, significant efforts still need to be made to ensure the
presence of women in policy-making institutions; this area has not recorded
any significant development so far.

In Mali, the HIV/AIDS prevalence rate remains low (1.7% in 2001, according
to EDSM llI). However, HIV-positive cases are increasing, especially among
the risk groups. The major causes of the epidemic in Mali are risky sexual
behaviour, high migration flows, the extent of poverty, the very high
economic and social vulnerability of women, stigmatization and
marginalization of affected persons and families, and lastly risky socio-
cultural practices (levirate).

The HIV/AIDS epidemic affects all sectors of the economy negatively
through reduction of work time, loss of skilled labour, and increase in direct
and indirect costs. The pandemic also has repercussions on social
practices, traditions and customs. In order to significantly reduce the
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HIV/AIDS prevalence rate, Mali has undertaken many institutional reforms to
intensify the fight against the pandemic. These efforts have resulted in: (i)
the creation of an Executive Secretariat responsible for implementing,
monitoring and evaluating national policy through multisector coordination;
(i) the adoption of a policy statement; (iii) the creation of a National AIDS
Control High Council (HCNLS) ; (iv) the creation of sector and regional
AIDS control committees; (v) modification of the composition of the National
AIDS Control High Council (HCNLS) to ensure the participation of all
segments of the society and attachment of HCNLS to the Presidency of the
Republic of Mali; (vi) the adoption of the National Strategic Framework
(CNS) for HIV/AIDS Control; (vii) the commitment to provide free Anti
Retrovirals (ARV) to all AIDS patients, and (viii) the enactment of a law on
HIV/AIDS on 26 July 2006.

4.1.4 Development of Basic Infrastructure and Productive Sectors

61.

62.

63.

64.

65.

The results achieved in road infrastructure are significant in terms of
construction and maintenance. There were 136 kilometres (km) of
rehabilitated tarred roads in 2002, 282 km in 2003, 160 km in 2004 and a
provisional construction of 103 km in 2005. 246 km of roads were
constructed in 2003, 232 km in 2004 and 130 km in 2005. As for modern
earth roads, 5,976 km were maintained in 2002, 6 012 km in 2003, 6 059 in
2004, and 8 880 km in 2005. The priority actions under PACT concern: (i)
organization and competition on the transport market, (ii) sanitation and
modernization of the public transport vehicle fleet, (iii) improvement of road
safety, (iv) improvement in the collection of road infrastructure charges, and
(v) mainstreaming of environmental and social aspects, as well as the
problem of HIV/AIDS and transport.

As regards airport and railway infrastructures, serious difficulties and
shortcomings are still noted. The granting of concession for the railway and
“Aéroports du Mali” is under way.

With respect to the energy policy, the overall objective was to contribute to
the sustainable development of the country by providing services accessible
to the greatest number of people at the least cost and by promoting socio-
economic activities. This objective can be achieved only by improving the
management and regulation of the energy sector and reinforcing the means
of preventing energy shortages. It also requires adequate responses to the
energy needs of the other sectors (particularly health and education) and
populations in rural and semi-rural areas. The energy policy should meet the
needs of the Ten-Year Health and Social Development Programme
(PRODESS) with respect to health, of PRODEC with respect to education,
or again of the 2" Rural Development Sector Master Plan.

Over the 2002-2005 period, the overall access rate to electricity increased
from 12% to 15.03%, and butane gas consumption increased from 2,740
tonnes in 2002 to 4,084 tonnes in 2005.

As regards the primary sector, positive results have been achieved in the
implementation of the Government Development Programme for 50,000
hectares, the implementation of the Agricultural Sectors and Farmer
Organizations Support Programme (PASAOP), the implementation of the
National Rural Infrastructure Programme (PNIR), and the creation and
installation of the Rural Infrastructure and Utilities Works Implementation
Agency (AGETIER).
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66.

67.

68.

69.

70.

71.

The adoption, by Cabinet Meeting, of a National Food Security Strategy in
November 2002 and a food security management institutional framework in
April 2003, as well as the creation of a Food Security Commission attached
to the President of the Republic and responsible for formulating and
implementing food security policy show the priority given by the authorities
to the issue. After a difficult year in 2004 due to drought and locust invasion,
which reduced cereal production to 2,845,000 tonnes, the said production
increased in 2005 to 3,399,000 tonnes, and reached its record level in 2003
(3,402,000 tonnes). In 2005, cereal production recorded a 24% increase in
comparison to the average for the past five years.

After increasing between 2002 and 2003 (+75%), the developed areas
under total control remained relatively stable at about 5,000 ha per year,
representing nearly half of the development target. The overall development
programme is 64,279 ha, comprising 50,000 ha under total control and
14,279 ha under partial control. The financing obtained was used in
developing 70% of the areas, or 44,710 ha. On the whole, the completion
rate of the proposed actions is 78%.

Concerning the secondary sector, the Government in 2004 adopted the
industrialization policy to facilitate industrial development. The policy laid
emphasis on a strategy based on incentives for investment and
development of private enterprise. To that end, a number of priority actions
were defined, and their implementation evaluated. The actions included:

implementation of the Integrated Programme of Mali (PIM phase Il) ;
adoption of the restructuring and upgrading programme for industrial
enterprises.

Interventions in the mining sector over the 2002-2005 period led to gold
production of 63.7 t in 2002, 51.6 t in 2003, 44.6 t in 2004, and 52.1 t in
2005.

The initiatives taken to promote trade concerned: (i) support for the
promotion of exports of some targeted agricultural products, (ii) support for
the restructuring of the sector, (iii) improvement of the business climate, and
(iv) involvement of economic operators in decisions concerning them. Sector
initiatives launched by four African countries, including Mali, for the attention
of WTO were aimed at eliminating all forms of subsidies for cotton and
obtaining compensation of victim countries. The formulation and
implementation of the Support Project for Retailers (PACD) and of the pilot
project of the trade-related technical assistance integrated process helped
to support retail operators.

Significant developments were made in micro-finance during the period. The
number of local structures or service points increased by nearly 10% from
730 to more than 800. Furthermore, the number of members and/or
beneficiaries of these structures increased from 522,000 to more than
820,000 persons, representing a 57% increase. One Malian out of every six
of the working population benefits from local financial services, and 35% of
the women are members of micro-finance structures. However, despite the
favourable trends, financial exclusion remains high (82% of the working
population do not have access to financial services). Decentralized Financial
Systems (DFS) are still concentrated in areas with relatively high economic
potential, such as Sikasso, Ségou, Mopti, Kayes and Bamako District, while
the less privileged regions of the North (Gao, Timbuktu and Kidal) have
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4.2

4.3

72.

73.

74.

75.

limited coverage by these services. The DFS distribution by administrative
region is as follows: Ségou (27%), Sikasso (20%), Bamako District (18%),
Koulikoro (17%), Kayes (8%), Mopti (6%), Timbuktu (2%), Gao (1.5%), and
Kidal (0.5%).

In order to ensure better development of the private sector, which is the
engine of economic growth, the Government on 12 January 2005 adopted
the Private Sector Development Policy Letter (LPDSP) on improving the
investment framework and climate, and developing growth-oriented sectors
such as mining, handicraft and tourism, and telecommunications. Special
emphasis was laid on the development of growth-oriented infrastructures,
such as industrial zones and airport facilities, as well as on the development
of financial and non-financial services for Small and Medium Size
Enterprises. Serious efforts have been made towards capacity building and
restructuring in the private sector, with the creation of a database (Websites)
on economic and trade issues in the National Employers’ Council of Mali
(CNPM), the establishment, in partnership with the International Labour
Office (ILO), of a programme to support competitiveness and productivity of
enterprises, the creation of consular chambers comprising the Chamber of
Commerce and Industry of Mali (CCIM), the Permanent Assembly of
Chambers of Agriculture of Mali (APCAM), the Permanent Assembly of
Chambers of Trades of Mali (APCMM), as well as the creation of an
enterprises services development agency and a national sub-contracting
and partnership exchange.

In order to tap its tourism potential, Mali has developed a cultural policy
which aims at structuring the cultural heritage, so as to make it the engine of
economic and social development. The Government has also updated some
texts relating to the organization of the profession of travel organizers and
guides; in addition, it has developed activities for the promotion of tourism.
Between 2002 and 2005, Mali recorded an increase of 83% of its tourism
inflow.

Links between the PRSP and Budget Instruments

It is accepted by all development stakeholders that the PRSP is the single
frame of reference for medium-term development policies and strategies, as
well as the main instrument for negotiation with technical and financial
partners. However, the various PRSP evaluations show weak links between
the PRSP process and short and medium-term budgetary instruments
(programme budget, overall MTBF, sector MTEFs). Efforts will be made to
ensure greater harmonization between these instruments, and also between
the PRSP, the Three-Year Investment Programme (PTI) and its annual
tranches (BSI). There is also lack of explicit coherence between the PRSP,
the sector/thematic strategies, and the State Budget. Furthermore, there is
poor synergy between the PRSP and other sector policy documents as
regards identification of actions for the most vulnerable groups of the
population.

Links between the PRSP and the MDGs

Similarly, the absence of explicit links between the PRSP and the
Millennium Development Goals (MDG) weakens the intention of making the
PRSP a medium-term action plan to achieve these goals. Consequently, it is
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4.4

4.5

4.6

76.

77.

78.

79.

necessary to closely align the Government'’s priority actions with the MDGs.
The formulation of an MDG-oriented national development strategy should
therefore form an integral part of the planning and budgeting process. Such
closer links also requires an inventory of previous and existing strategic
planning documents, and evaluation of the quality of monitoring and
evaluation tools for measuring progress in the achievement of the MDGs.

Links between the PRSP and the National Prospective Study
Mali 2025

The operationalization of the National Prospective Study (ENP Mali 2025),
adopted by the Government in 2000 and aimed at mobilizing all
stakeholders around achievement of the development goals, requires that it
should be taken into account in the preparation and monitoring of medium-
term development strategic frameworks. ENP Mali 2025 showed that the
perception of Malians on poverty issues could be summarized as follows:
very low incomes, unfavourable natural conditions, difficulties of access to
basic public services, poor management of national resources and
corruption, as well as the landlocked position of the country. The study also
showed that only sustained investments in agriculture, the creation of new
jobs, reinforced solidarity and mutual help, and better management of
resources will help to reduce poverty significantly.

ENP Mali 2025 also shows that by 2025, Malians will be aspiring for
development of the country based on the primary sector, the development of
agro-food industries, textiles and mining, the decentralization of public
management, internal and external accessibility of country and more
balanced development of the territory. These concerns and aspirations
should therefore be taken into consideration when preparing and
implementing the 2™ generation PRSP.

Links between the PRSP and support from Technical and
Financial Partners

Predictability of assistance should be a key indicator in the PRSP process.
With respect to harmonization of procedures, donors have made efforts to
better coordinate joint monitoring and evaluation procedures, as well as
strengthen co-financing agreements. Some studies, as well as measures
relating to conditionalities, monitoring and evaluation have been conducted
jointly, or at least in a coordinated manner. Despite these attempts,
harmonization of procedures has not gone a long way since adoption of the
PRSP. To ensure alignment of aid and harmonization of practices, a general
framework arrangement for budget support and sector agreements were
signed in 2006.

Lessons from the PRSP Monitoring and Evaluation

Analyses showed: low operationalization of the institutional monitoring-
evaluation mechanism and the need to strengthen the PRSP Unit and build
institutional capacities with respect to the methods, tools, instruments and
indicators used. They also showed the poor quality of basic statistics. The
PRSP analyses show that the information system used is still incapable of
accurately measuring the performance indicators.
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5.
5.1

5.2

5.3

GPRSP OBJECTIVES AND EXPECTATIONS

Overall Goal

80. Drawing on the achievements and lessons of PRSP | implementation, the

81.

2" generation, known as the Growth and Poverty Reduction Strategy Paper
(GPRSP), has the overall goal of giving impetus to strong and sustained
growth (about 7% per year) and significant poverty reduction. Monetary
poverty should also reduce by 5 percentage points over the five-year period.
To achieve this level of growth, special attention will be paid to revitalization
of the productive sectors and consolidation of the public sector reform
process, which will be based on administrative decentralization and
promotion of private sector initiatives. Through public sector reform, PRSP Il
will also consolidate economic and political good governance.

Specific Objectives
More specifically, the GPRSP aims at:

accelerating economic growth, mainly through development of rural and
mining production sectors;

improving the well-being of the Malian populations by pursuing efforts in
social sectors, and enhancing them through reforms towards achievement
of the Millennium Development Goals (MDG).

Expectations

82. The major expectations, as drawn from the evaluation of PRSP

implementation and which can affect the achievement of PRSP Il objectives,
mainly concern the following points:

continued stability of the macro-economic environment and consistency
between macro-economic and budgetary forecasts, as well as external
financing;

continued peace and security throughout the national territory;

better adaptation of the strategies, priorities and budget programming of the
overall MTBF goal to those of the sectoral MTEFs (particularly in detailed
sectoral action and financing plans);

significant reduction of poverty and hunger, especially in rural areas;

significant improvement of access by the populations, especially the
poorest, to basic social services (in terms of quantity and quality) ;

creation of a conducive environment for private sector development and
pursuance of structural reforms, such as privatizations (CMDT, SOTELMA) ;

pursuance and acceleration of Government reform in terms of
decentralization, deconcentration and public finance.

STRATEGIC ORIENTATIONS

83. In order to achieve the overall goal and specific objectives of PRSP II, three

strategic orientation pillars were defined: (i) development of the productive
sector, (ii) pursuance and consolidation of structural reforms, and (iii)
strengthening of the social sector. These objectives will be divided into
areas of intervention that would ensure coherence between the key choices
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84.

85.

86.

87.

88.

in terms of medium-term development objectives and annual and multi-year
strategies to be defined and implemented at the sectoral and inter-sectoral
levels. Furthermore, achievement of PRSP Il objectives requires a stable
macro-economic framework, as well as sound and transparent management
of public resources, which depends on economic and judicial good
governance.

Development of the Productive Sector

This pillar comprises the following priority areas of intervention:
Food security and rural development;

Development of small and medium size enterprises;

Protection and sustainable management of the environment and natural
resources;

Development of infrastructure;
Pursuance of reform of the business environment; and
Development of the financial sector.

The last two areas of intervention form part of the structural reforms to be
pursued to enable the private sector to better play its role in boosting
growth.

The creation of wealth, which will help to reduce the poverty, will come from
acceleration of economic growth. In Mali, the bases for such growth are
mainly: rural production sub-sectors (agriculture, livestock, fisheries, fruits
and vegetables, and agro-forestry), mining, trade, tourism, handicraft and
culture. These sub-sectors, which constitute the basic elements of the
national economy, should play a more important role in the achievement of
food security and contribution to wealth creation. It should be noted that the
cross-cutting role of energy in all these rural production sub-sectors is
fundamental to ensuring sustainable growth in rural areas. The same
applies to telecommunications, as well as information and communication
technologies (ICT), which have, in the past two years, played a key role in
economic activity at all levels, and boosted GDP growth.

Promotion of growth through the productive sector will depend on efforts in
structural reforms implementation, especially the quality of the business
environment, increased private investment, and success of the ongoing
privatizations. The Growth Sources Support Project (PASC) will contribute
to it by improving the business climate, supporting the establishment of a
new investment promotion agency, and providing assistance for the
privatization of SOTELMA. Emphasis on the productive sectors will be
reflected by the budget allocations of the proposed PTI.

In the past, the privatization of public enterprises encountered difficulties
due to weaknesses in the preparation of files, problems in negotiation and
looking for partners, and delays in the transfer of assets. A guarantee fund
and the National Investment Fund still have to be established to meet the
financing needs of the private sector.
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89.

90.

91.

92.

93.

Competitiveness of the private sector is hampered by: (i) the high cost of
transport and infrastructures (nearly 40% of the cost of an investment
project is used for land development alone), and (ii) logistic constraints due
to the fact that trade facilitation is not adapted to transport services. National
and regional legal instruments will be applied equitably, in particular
Regulation No. 14/2005/CM/UEMOA relating to the size and axle load of
transport vehicles. Poor management, lack (very often) of quality policy for
manufactured products, ignorance of the markets of developed countries
and opportunities offered by multilateral and bilateral agreements, and the
production equipment which is often dilapidated and poorly maintained are
some of the major obstacles for the private sector. Consolidation of the
outputs of the WAEMU Programme for the “Establishment of a Quality
Accreditation, Standardization and Promotion System” will help to remedy
these weaknesses. The same applies to the enhancement of productive
capacities through the development of Securities Chains.

The Agricultural Orientation Law (LOA) will serve as basis for the general
rural development policy of the country by 2025. It will be the guiding and
single instrument for policies relating to agriculture, livestock, fisheries and
forestry. The overall goals mainly concern the country’s food self-sufficiency
or the country’s choice to produce the bulk of its food products on its
territory by opting for sustainable methods of production, modernization of
family farming, development of agro-industry, environmental protection and
natural resource management for sustainable development.

The private sector needs financial assistance to be effective, and to fully
play its role. All poverty reduction policies should take into account the need
to broaden access to financial services so as to eliminate one of the major
constraints on the economic and social development of the poorest
population, namely financial capital. The PDSF should improve the viability
of the financial sector, make it more efficient and competitive so that it can
sustain diversified growth of the private sector.

Concerning the other sectors (trade, handicraft, tourism and culture), efforts
will be made to improve productivity levels by establishing industrial,
transport and communication facilities, diversifying them and pursuing the
gradual transfer of some functions to the private sector within an enabling
environment for investment.

Consolidation of Public Sector Reforms

This pillar comprises the following priority areas of intervention:
Consolidation of public administrative reform;

Pursuance of reform of the business environment;

Development of the financial sector;

Promotion of democratic governance and public freedoms;

Capacity building for the civil society; and

Strengthening of regional and sub-regional integration initiatives.
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In order to achieve the development goals, the Republic of Mali will pursue
the implementation of reforms on the structure and functioning of the
Government and its institutions. To that end, the Government will place the
concerns of users at the core of institutional reforms that will be conducted
by the Institutional Development Programme (PDI). This Programme seeks
to carry out profound changes in public management. The reforms, some of
which were initiated several years ago, should be reinforced during PRSP Il
implementation. Concrete results were achieved in terms of institutional
change by the end of PRSP |, but major difficulties were noted in the
ensuring consistency between the choices for reforms and their implications
on the strategies and programmes of productive and social sectors.

In PRSP |, ‘“institutional development, improvement of governance and
participation” appears as the primary strategic pillar to achieve the poverty
reduction objective. This option, which paved the way for profound change
in public management, can, in view of the outputs, focus on the following
pillars: (i) decentralization and deconcentration of administrative services to
bring the administration closer to the people, and therefore make it more
efficient; (ii) reform of justice to reinforce the rule of law, (iii) fight against
corruption, (iv) improvement and modernization of public finance
management, and (v) reform of the financial sector to enhance efficiency in
the business environment. In addition to these pillars, mention should also
be made of regional and sub-regional integration, which is a choice made by
Mali since its independence.

In public finance, more particularly, many measures were taken during
PRSP I: (i) harmonization of the salary scales of all public service corps, and
review of the retirement age, (ii) significant increase of some items contrary
to initial trends (particularly, communication and energy expenses) so as to
take into account the real level of consumption of public services and avoid
outstanding payments prejudicial to SOTELMA and EDM, (iii) internal
resources-financed capital expenditure has increased significantly because
of the start of projects and programmes totally financed with national
resources, and the youth employment and low-cost housing programme.
The structure of budget allocations has, however, remained consistent with
the guidelines of the Poverty Reduction Strategy Paper, despite coverage of
(i) the deficit of the cotton sub-sector, (ii) the payment of extra-budgetary
arrears audited with the agreement of development partners, (iii) exceptional
subsidy to EDM, and (iv) reimbursement of VAT credits and tax expenditure
relating to exemptions for hydrocarbons, particularly for mining companies.

In the PRSP Il macro-economic framework, the budget policy will continue
with adjustment efforts to improve revenue, control public expenditure and
search for external financing in accordance with budget support modalities
and commitments of the Geneva Round Table of 30-31 March 2004.

Budgetary aid is the instrument for financial cooperation between the
Government of Mali and TFPs which makes it possible to: (i) better
coordinate their activities and gradually substitute the multiple donor
procedures with national procedures, and (ii)) examine concrete ways of
harmonizing programmes and procedures, so as to prepare gradual
reorientation of part of international aid in the form of programme aid
through the budget.
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99. As regards the mining sector, a single Mining Code will be adopted to
control tax assessment and ad valorem tax rate, as well as fine-tune the
conditions for paying dividends. Improvement of revenue necessarily
requires closer monitoring of the State portfolio, review of existing texts for
better definition of land revenues, determination of an ad valorem rate for all
mining companies. It also requires effective representation of the
Government in the Boards of Directors, and timely communication of the
conclusions of these boards.

100. During PRSP II, the salary policy will remain unchanged, and will,
through a systematic approach, be integrated into the budget process on the
basis of some key indicators (available resources, cost of living,
comparisons with the private sector, productivity and priority objectives).
The scope of these salary increases should be linked to structural reform
efforts. To that end, incentive structures will be established to: (i) promote
merit rather than seniority, (ii) streamline bonuses and allowances, (iii) relax
salary scales so as to offer appropriate motivation to qualified staff, and (iv)
mainstream poverty reduction objectives, such as services in remote areas.

Strengthening of the Social Sector
101. This pillar comprises the following priority areas of intervention:
e creation and promotion of long-term jobs;
e development of access to basic social services; and
e HIV/AIDS control.

102. Economic development requires sustained social development and
achievement of the MDGs, which mainly implies continuation of the efforts
made during PRSP | in education, health, solidarity, social protection and
well-being of the Malian populations. The MDGs cannot be achieved without
making a link between the indispensable contribution of energy (lighting,
cooking, refrigeration, communication, motive force, pumping) and all rural
productive sectors.

103. Creation and access to jobs, especially for the youths, as well as job
security are major concerns for all Malian families. Implementation of the
National Employment Policy (PNE) will help to solve the problem of
unemployment. A long-term solution for this problem requires that training
should be tailored to labour market needs.

104. The consolidation of peace and security throughout the country, along
with pursuance of dialogue with social partners under the Solidarity Pact for
Growth and Development (see Box 1) is a top priority for the Government in
its efforts to achieve the objective of decent work in Mali.

GPRSP 2007 — 2011
Page 31 of 224



Box 1 : Solidarity Pact for Growth and Development

The administrative reform in Mali from 1969 to 1990 was aimed primarily at
reducing the recurrent costs of the Administration in the State Budget. This
approach, which was praiseworthy in itself, was implemented by reducing the
number and size of public services, introducing organizational frameworks,
liquidating structurally deficit public enterprises, etc. The main criticism against
the reform process in Mali is that it ignores the human aspect. Indeed, the reform
never really addressed the issue of motivation for Government employees.
Essential notions, such as management of rare skills that remained in the public
sector after the voluntary separations, were never clearly addressed.

Indeed, the salaries of Malian government employees (despite efforts made by
the Government since 1991) have remained low, and are among the lowest in the
sub-region. In addition, with the support of powerful trade unions or under the
guise of special factors, some categories of Government employees were granted
very attractive salary scales or bonuses and allowances of amounts often above
the salaries of their counterparts in other sectors. These iniquities were coupled
with widespread demotivation.

The Government of Mali, in the social dialogue precedent to implementation of
the National Economic Development Programme, proposed the preparation of a
Solidarity Pact for Growth and Development to social partners in its General
Policy Statement of 6 May 2000. The Pact, adopted following discussions, is
designed as a programme of action and contains the following elements:

1. In order to improve living and working conditions, the Government proposes to
develop a single salary scale for all civil servants, except special status for certain
corps (Magistrates, Army, and Police) and higher education.

2. Furthermore, in implementing the organizational frameworks, the Government
undertakes to: (i) recruit an adequate number of civil servants; (ii) provide training
and further training to staff of the administration; and (iii) prepare a career plan for
each corps of civil servants.

3. As regards social security, measures will be taken to establish a real social
security plan for civil servants, review texts relating to coverage of medical
expenses for old people, improvement of the level of pensions, and stabilization
of the financial situation of organizations responsible for paying social benefits.

4. To ensure safety for employees at work, the Pact provides a series of
measures to protect workers against aggressions by users and risks of
occupational accident.

5. The trade unions undertake to take measures to increase the output and
quality of service by workers.

All the commitments made in the Pact will be implemented within a multi-year
programme according to a schedule, updated each year. These measures are
intended to improve the quality of remuneration within a context of sub-regional
integration and fight against corruption.
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105. Studies show that limited access to basic public services is one of the
main causes of the situation of poverty. Improved access to basic social
services (education, health, drinking water, and decent housing) will help to
strengthen the social sector. It is also important to note that decentralization
and support for institutional devolution to the local level are conditions for
achievement of the MDGs. The MDGs should have quantified targets as
regards access to energy and telecommunication services (Television,
Radio, Telephone, Internet, and Post Office).

106. The fight against HIV/AIDS and the worst forms of child labour, the
promotion of gender through greater empowerment of women in public
management, and the promotion of solidarity with the underprivileged social
groups are conditions for equitable, harmonious and sustainable
development.

107. Under PRSP I, several actions were proposed to integrate
demographic variables, which would allow for achievement of the objectives
of the national population policy, namely issues relating to HIV/AIDS, the
needs and rights of youths, the needs and rights of old people, the
vulnerable groups of the population, and access to basic services. On the
other hand, some issues relating to population trends were not developed.
PRSP Il provides for better mainstreaming of: (i) control of population
growth with advocacy to policy makers and opinion leaders, (ii) the crucial
problem of external and internal migratory flows, as well as transfers of
funds by Malians from abroad, (iii) gender equity and equality, (iv) the role of
communities in PRSP [l implementation, (v) the issue of inequalities
between the regions, (vi) environmental issues, and (vii) the territorial
development policy.

108. Since 2006, Mali has a National Programme for combating the worst
forms of child labour. The programme, which covers the 2006-2010 period,
includes measures to prevent the involvement of children in actions
identified as one of the worst forms, as well as measures intended to
withdraw, protect and ensure the socio-economic reintegration of children.
The programme seeks to establish a link between the strategic orientations
of the fight against child labour, PRSP Il and the various sector policies,
such as those for education, health and justice.

7. MACROECONOMIC AND BUDGETARY FRAMEWORK 2007 — 2011

7.1 Assumptions of Framework Estimates

109. The main objective of the macro-economic and budgetary framework
is to maintain macro-economic and budget balances, taking into account the
real potential of the Malian economy, as well as PRSP overall and sector
goals.

110. To that end, a voluntarist scenario was selected to guide the
preparation of sector policies and implementation of the country’s
development policies by 2011. This voluntarist scenario (known as PRSP Il
scenario) makes assumptions of highest growth for growth-oriented sector,
namely 7% per year on average, and enhanced tax system complying with
the target of WAEMU tax pressure rate of 17% at least as from 2008.

111. The macro-economic framework was prepared by the Forecasts and
Modelling Committee (CPM). The modeling and macro-economic
framework was based on the Macro-economic Model of Mali (MME) and the
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medium and long-term forecast and simulation model Threshold 21 (T21).
Details of the macro-economic framework are presented in ANNEX |.

112. The overall Medium-Term Budgetary framework (MTBF) was based
on the results of the macro-economic framework (ref. ANNEX II).

113. The macro-economic and budgetary frameworks take into account the
strengths and weaknesses of the first PRSP, and are based on the real
productive capacity of the national economy, as well as internal and external
potential risks. They also take into account the major international and
regional development objectives, in particular, Mali’'s commitments to the
MDGs and WAEMU.

114. The assumptions of the macro-economic framework on the
international environment, regarding commodity prices, world inflation, and
exchange rates, refer to IMF projections.

115. The analysis between economic growth and poverty using model T21
shows that with the current structure of the Malian economy, an average
growth rate of 6.5% (in terms of GDP at factor costs) in five years would
help to reduce the rate of monetary poverty by 6 percentage points by 2011,
representing an annual decline of 1.2%.

Main Results of the Framework

The Table below presents the major results (voluntarist scenario).

Table 1: Indicators of Macro-economic Performance and Decision-making Criteria

Average 2006 2007 2008 2009 2010 2011 Average

2002- 2007-2011

2005
Resources and Appl. of Funds for Goods &
services
GDP at market prices (current CFAF billion) 2550.3 3205.8 3419.4 3653.0 3895.0 4196.9 4493.8 3931.6
GDP at market prices (current $ billion) 4.5 6.1 6.7 7.0 7.7 8.3 9.0 7.8
GDP at market prices (current € billion) 3.9
Contribution of informal sector to GDP (in % GDPf) 39.9% 38.0% 38.0% 38.0% 39.0% 39.0% 39.0% 38.6%
Real growth rate of GDP at market prices 52.% 3.6% 7.0% 6.6% 6.5% 7.8% 7.1% 7.0%
Real growth rate of GDP at factor costs 4.6% 4.4% 6.5% 6.1% 6.2% 6.7% 6.8% 6.5%
- Primary sector GDP 4.7% 5.0% 5.5% 5.6% 5.6% 5.7% 5.9% 5.7%
- Secondary sector GDP 5.3% 5.9% 7.1% 6.0% 6.4% 6.7% 7.0% 6.6%
- Tertiary sector GDP 4.8% 2.9% 7.2% 6.8% 6.7% 7.7% 7.5% 7.2%
Total GFCF ( current CFAF billion) 443.8 671.6 659.1 717.8 780.8 851.9 937.6 789.4
-Private GFCF (current CFAF billion) 255.9 351.7 376.7 400.7 425.9 454.4 505.2 4325
-Public GFCF (current CFAF billion) 188.0 319.9 282.5 317.2 354.9 397.6 432.4 356.9
Gross investment rate (I/GDPm) 21.4% 21.4% 19.7% 20.1% 20.5% 20.7% 21.2% 20.4%
Fixed investment rate (GFCF/GDPm) 17.6% 20.9% 19.3% 19.7% 20.0% 20.3% 20.9% 20.0%
Public GFCF in % of GDPm 7.4% 10.0% 8.3% 8.7% 9.1% 9.5% 9.6% 9.0%
Private GFCF in % of GDPm 10.2% 11.0% 11.0% 11.0% 10.9% 10.8% 11.2% 11.0%
Marginal capital coefficient 14.5 2.0 32 29 3.0 2.6 2.9 29
Internal savings rate (in % of GDPm) 15.2% 15.9% 13.9% 14.4% 15.0% 14.5% 14.1% 14.4%
External savings rate (= balance of BP/GDPm res.) 6.2% 5.5% 5.8% 5.7% 5.4% 6.1% 7.1% 6.0%
Gross national savings rate (in % of GDPm) 14.8% 17.1% 15.1% 15.2% 15.7% 15.3% 14.8% 15.2%
Consumption rate (in % of GDPm) 84.8% 84.1% 86.1% 85.6% 85.0% 85.5% 85.9% 85.6%
-Private consumption rate 73.4% 71.2% 73.4% 73.5% 73.0% 73.4% 73.7% 73.4%
-Public consumption rate 11.4% 12.9% 12.7% 12.1% 12.0% 12.0% 12.2% 12.2%
Per capita Gross National Product in current CFAF 225096 269324 279650 289717 300315 315076 328400 302632
Per capita Gross National Product in constant CFAF
(1987) 112020 119061 123426 127589 132145 138647 144573 133276
Per capita real growth rate of Gross National Product 2.6% 2.5% 3.7% 3.4% 3.6% 4.9% 4.3% 4.0%
Per capita Gross National Product in US $ 395 516 548 571 595 627 656 599
Balance of Payments
Import rate (in % of GDPm) current prices 33.7% 32.4% 33.6% 33.6% 33.7% 33.5% 33.5% 33.6%
Export rate (in % of GDPm) current prices 27.5% 26.9% 27.8% 28.0% 28.2% 27.3% 26.4% 27.5%
Trade deficit (fob) in % of GDPm -0.3% -1.1% -1.1% -1.1% -1.1% -1.7% -2.5% -1.5%
Balance of resources (X-Mcaf) in % of GDPm -6.2% -5.5% -5.8% -5.7% -5.4% -6.1% -7.1% -6.0%
Current account (excl. off. Transf) in % of GDPm -8.6% -7.4% -7.3% -7.0% -6.7% -7.3% -8.2% -7.3%

-6.6% -4.3% -4.6% -4.9% -4.7% -5.4% -6.4% -5.2%

Net reserves in months of import caf 55 5.7 5.6 5.6 5.4 53 53 5.4
Gross reserves in months of imports caf 8.3 7.8 7.6 7.5 7.2 6.9 6.9 7.2
Debt service ratio in % of exports B & SNF 8.1%
Public Finance
Tax pressure rate (=Tax revenue/GDPm) 14.6% 14.7% 14.9% 17.0% 17.0% 17.0% 17.2% 16.6%
Tax rate (current revenue, excl. grants, in % of GDP) 17.2% 16.8% 17.0% 19.7% 19.7% 19.7% 19.9% 19.2%
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Average 2006 2007 2008 2009 2010 2011 Average

2002- 2007-2011

2005
Tax rate (current revenue in % of GDP formal sector) 47.7% 49.0% 49.5% 57.5% 56.3% 56.9% 57.7% 55.6%
Total expenditure and net loans, in % of GDP 23.8% 27.0% 27.3% 27.0% 26.9% 26.9% 27.1% 27.0%
Balance of current operations (national public 7.3% 40.5% 8.1% 10.6% 10.5% 10.6% 10.7% 10.1%
savings) in % of GDP 3.5% 3.6% 6.4% 6.5% 6.5% 6.6% 5.9%
Balance of current operations (own savings) in % of 3.9% 4.2% 4.0% 6.7% 6.8% 6.8% 6.9% 6.2%
GDP 0.6% 0.2% 2.9% 2.9% 3.0% 3.1% 2.4%
Primary balance (=own public savings excl. interests) 4.6% -0.6% -1.3% 1.3% 1.4% 1.5% 1.6% 0.9%
in % of GDPm -10.2% -10.2% -1.3% -1.2% -7.1% -7.1% -7.8%
Primary budget balance (IMF) in % of GDP 1.4 27.3% -5.3% -2.8% -2.9% -2.8% -2.9% -3.4%
Primary budget balance (WAEMU) in % of GDP 0.2% 27.3% -5.3% -2.8% -2.9% -2.8% -2.9% -3.4%
Tot. balance (commit. base) excl. grants in % of GDP -6.7%
Tot. balance (commit. base) incl. grants in % of GDP -2.6%
Total balance (cash base) in % of GDP -2.5%
Monetary Situation
Treasury debt (growth rate) 35.8% 280.6% -36.1% 117.4% 62.6% 51.6% 38.2% 46.7%
Economy debt (growth rate) 11.4% 3.2% -3.3% 17.2% 19.6% 20.5% 17.6% 14.3%
Growth of money supply 15.2% 1.5% 5.3% 5.4% 5.3% 6.2% 5.6% 5.5%
Money circulation velocity (GDP/MS, end of period) 3.4 3.8 3.8 39 39 4.0 4.0 39
Liquidity rate (MS/GDPm) 29.4% 26.6% 26.3% 25.9% 25.6% 25.2% 24.9% 25.6%
Prices and exchange rate
World inflation (MUV) 3.5% 1.6% 1.2% 1.2% 1.2% 1.2% 1.2% 1.2%
Consumer price index of Bamako households 1.8% 2.4% 0.2% 0.5% 0.3% 0.2% 0.2% 0.3%
GDP deflator (growth rate) 1.9% 6.3% 0.2% 0.2% 0.1% 0.0% 0.0% 0.1%
Terms of trade (1987=100) 69.2 73.8 78.2 81.7 85.3 86.6 86.7 83.7
Exchange rate CFAF/SDR (end of period) 787.4 756.7 738.9 734.9 731.7 728.6 725.7 732.0
Exchange rate CFAF/US$ (end of period) 547.0 522.3 509.9 507.2 505.0 502.9 500.8 505.2
Exchange rate CFAF/USS$ (mid period) 582.2 522.3 509.9 507.2 505.0 502.9 500.8 505.2
Exchange rate CFAF/€ (mid period) 656.0 656.0 656.0 656.0 656.0 656.0 656.0 656.0
Real exchange rate index (IP_M/IP_GDP; + 126.7 125.9 123.5 122.9 122.7 1225 122.4 122.8
devaluation)
External Aid
External aid (gross) in % of GDP 9.2% 46.5% 10.5% 10.1% 10.0% 10.0% 10.0% 10.1%
External aid (net) in % of GDP 7.2% 12.7% 9.6% 9.2% 9.0% 9.0% 9.0% 9.2%
External aid (gross) in US$ million 407.0 2853.8 706.7 728.6 769.3 834.0 896.6 787.0
External aid (net) in US$ million 319.3 778.9 643.2 660.5 696.0 754.2 809.9 712.8
External aid (gross) in US$ per capita 36.0 236.8 57.1 57.3 58.9 62.2 65.0 60.1
External aid (net) in US$ per capita 28.2 64.6 52.0 52.0 53.3 56.2 58.8 54.4
WAEMU Convergence Criteria 2006 2007 2008 2009 2010 2011
First rank criteria Ratio
Base budget balance/GDPm ratio 0.2% -0.6% -1.3% 1.3% 1.4% 1.5% 1.6% 0.9%
Inflation rate (IHPC Bamako) 1.8% 2.4% 0.2% 0.5% 0.3% 0.2% 0.2% 0.3%
Outstanding internal and external debt/GDPm ratio 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Incl. outstanding external debt/GDPm 64.3% 23.3% 24.9% 252% 23.6% 21.1% 18.2% 22.6%
Variation of internal arrear payments (in CFAF 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
billion) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Variation of external arrear payments (in CFAF
billion)
Second rank criteria
Wage bill/tax revenue ratio 30.7% 31.7% 31.5% 28.1% 28.2% 28.8% 28.8% 29.1%
Public investments financed with internal 21.9% 25.8% 22.5% 22.5% 22.5% 22.5% 22.5% 22.5%
resources/tax revenue ratio -8.6% -7.4% -7.3% -7.0% -6.7% -7.3% -8.2% -7.3%
Current external deficit excl. public transfers/GDPm 14.6% 14.7% 14.9% 17.0% 17.0% 17.0% 17.2% 16.6%
ratio
Tax pressure rate (=Tax revenue/GDPm)

1) Revenue (excl. grants) less total expenditure (incl. net loans) (excl. capital expenditure with ext. financing and excl.
HIPC)/GDPm

2) Here only BSI investment
Source: DNPD, MME-DNPD model

7.3 Public Finance

116. Public finance programming for 2007 corresponds to that of Finance
Law 2007. The estimates of the Government Flow of Funds Table (GFFT)
for 2008-2011 by the MME model correspond to MTBF projection.

117. The results of the macro-economic framework show significant
improvement of tax pressure that ensures achievement of Community
standards in public finance, particularly the tax pressure rate of 17% as from
2008. To comply with this last Community standard and support the
assumptions of increased investments, the Government should make more
efforts in collecting tax revenues.
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118. With respect to public finance, Government policy would be boosted in
the medium term by activities proposed in the Government Action Plan for
the Improvement and Modernization of Public Finance Management
(PAGAMGFP). This would enhance public finance adjustment efforts
through control of expenditure and greater mobilization of internal revenue.

Table 2: Consolidated Budget of Public Finance and its Financing (GFFT)

Average 2006 2007 2008 2009 2010 2011 | Average
2002- 2007-
2005 2011
Total revenue and grants 542.6 1740.0 | 7494 881.4 935.6 | 1008.0 | 1088.3 932.6
Total revenue 438.5 540.0 | 5824 718.6 768.6 828.5 896.3 758.9
Budgetary revenue 398.7 497.5 | 5354 663.5 708.5 765.9 829.5 700.6
Tax revenue 373.7 469.9 | 509.5 621.0 662.2 713.5 773.6 655.9
Non-tax revenue 25.1 27.6 25.9 42.5 46.4 524 55.9 44.6
Sp. Fd & suppl. Budgets Revenue 39.1 42.5 47.0 55.0 60.0 62.6 66.8 58.3
Grants 104.1 1200.0 | 167.0 162.9 167.1 179.5 191.9 173.7
Grants for projects 67.5 81.3 93.0 102.4 110.1 119.5 129.3 110.9
Budgetary grants 36.6 35.8 24.8 25.0 25.2 25.3 25.5 25.2
Sectoral budget support 472 49.2 35.5 31.8 347 37.1 37.7
MDRI debt restructuring 1035.7 0.0 0.0 0.0 0.0 0.0 0.0
Expenditure and net loans 608.5 865.6 | 932.3 984.5 1048.0 | 1127.6 | 1216.7 1061.8
Budgetary expenditures 567.5 828.7 | 890.9 933.5 992.4 | 1069.3 | 1153.9 1008.0
Current expenditures 338.8 427.0 | 4595 484.7 515.5 555.0 598.6 522.7
Salaries 114.8 149.0 | 160.5 174.2 186.4 205.4 222.6 189.8
Goods and services 123.5 161.1 181.8 189.9 204.8 221.7 244.3 208.5
Transfers and subsidies 81.4 96.8 103.7 109.0 113.0 117.1 121.6 112.9
Interests due 19.0 20.1 13.5 11.6 11.3 10.8 10.1 11.5
Internal debt 23 2.6 1.7 1.6 1.5 1.4 1.4 1.5
External debt 16.8 17.5 11.8 10.0 9.8 9.4 8.7 9.9
Capital expenditure 228.7 401.7 | 4314 448.8 476.9 514.3 555.3 485.3
External financing 146.6 280.7 | 295.1 303.9 322.1 351.9 382.4 331.1
Borrowings 79.1 152.2 | 1529 166.0 180.2 197.7 216.0 182.6
Overall grants 67.5 81.3 93.0 102.4 110.1 119.5 1293 110.9
Sectoral budget support 0.0 472 49.2 355 31.8 34.7 37.1 37.7
Internal financing 1) 82.1 121.0 136.3 144.9 154.8 162.4 172.9 154.3
Sp. Fd & Suppl. Budgets Expend. 39.8 42.5 47.0 55.0 60.0 62.6 66.8 58.3
Net loans 1.2 -5.6 -5.6 -4.0 -4.4 -4.3 -4.0 -4.5
Primary budget balance (IMF 2) -23.4 -44.9 -54.8 37.9 42.6 52.8 62.0 28.1
Overall balance (commits, excl. -170.0 -325.6 - | -266.0 -279.5 | -291.1 -320.4 -303.0
grants) 349.9
Overall balance (commitments) -165.9 874.4 - | -103.1 -112.4 | -119.6 | -1284 -129.3
182.9
Adjustment 1.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Overall balance (cash base & excl. -168.3 -325.6 - | -266.0 -279.5 | -299.1 -291.1 -303.0
grants) 349.9
Overall balance (cash base) -64.2 874.4 - | -103.1 -112.4 | -119.6 | -119.6 -129.3
182.9
FINANCING 64.2 -874.4 | 1829 103.1 1124 119.6 119.6 129.3
Net external financing 89.3 -845.1 159.2 1723 185.3 201.9 201.9 186.9
Borrowings 100.6 200.7 | 1829 196.0 210.2 227.7 227.7 212.6
Projects 79.1 1522 | 1529 166.0 180.2 197.7 197.7 182.6
Budgetary loans 21.4 48.5 30.0 30.0 30.0 30.0 30.0 30.0
Amortization -39.0 -1071.7 -34.2 -34.4 -36.1 -37.9 -37.9 -36.8
Debt/HIPC settlement 27.7 25.9 10.5 10.7 11.2 12.1 12.1 11.1
Net internal financing -25.2 -43.1 23.7 -69.2 -72.9 -82.4 -82.4 -57.6
Bank (net) -3.0 -34.0 36.3 -76.3 -88.3 | -118.1 | -118.1 -75.7
Privatization revenue 10.3 8.1 8.1 4.0 4.0 4.0 4.0 4.8
Other financing -32.5 -17.2 -20.7 3.1 11.4 31.7 317 133
Gov’t financing gap (+=deficit) 0.0 13.8 0.0 0.0 0.0 0.0 0.0 0.0

1)  Banking sector and private sector
2) Revenue (excl. grants) less total expenditure (incl. net loans) (excl. capital expenditure with external financing
Source: DNPD, MME-DNPD model
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119. The results of the voluntarist scenario put total revenues (excluding

grants) at CFAF 896.3 billion in 2011 as against 540.0 billion in 2006,
representing an annual increase rate of 10.7% (as against 13.0% in 2002-
2005). Tax revenues would increase at an annual average of 10.5%. In view
of the average annual tax pressure rate of 14.6% in 2002-2005, this
indicator would improve significantly; the Community standard would be
respected as from 2008 when the tax pressure rate would be 17.0% and
remain at that level until 2011.

120. Effective implementation of the measures contained in PAGAMGFP

122.

123.

remains a prerequisite for achievement of this objective.

Estimates for total expenditure and net loans are also fully consistent
in the macroeconomic framework and the overall MTBF. The macro-
budgetary framework provides for an increase in total expenditure and net
loans at the average annual rate of 7.0% to CFAF 1,216.7 billion in 2011.

As for the wage bill, it would increase from CFAF 149 billion in 2006 to
CFAF 222.6 billion in 2011, representing an average growth rate of 8.4% as
against 12.6% in 2002-2005. It would, on average, stand at 29.1% of tax
revenue between 2007 and 2011, as against 30.7% between 2002 and
2005. Indeed, the WAEMU target of less than 35% has been amply
attained. This also applies to the basic budget balance target, which should
be positive. The balance in relation to GDP stands at 0.9% annual average
for 2007-2011 as against 0.2% between 2002 and 2005. The third WAEMU
criterion is also observed, namely the ratio of public investments financed
with internal resources to GDP, whose minimum threshold is fixed at 20%.
The budget estimates give a ratio of 22.6% on average for the 2007-2001
period as against 21.9% in 2002-2005.

The tables below show the sectoral breakdown of budget expenditure
in CFAF billion and percentage. It should be noted that this functional
breakdown of the DGB and Finance Law is different in certain respects from
the GFFT nomenclature; hence the total expenditures (and revenues) are

not the same’.

Table 3: Sector Breakdown of Expenditures 2007-2011 (in CFAF billion)

SECTORS OF ACTIVITY

2006

2007

2008

2009

2010

2011

PUBLIC AUTHORITIES AND GENERAL
ADMINISTRATION

115695

117318

128993

133177

142494

153243

DIPLOMACY AND FOREIGN AFFAIRS

16714

20265

20300

21778

23706

25455

NATIONAL DEFENCE AND INTERNAL
SECURITY

68920

75633

77290

83323

93860

101587

BASIC EDUCATION

119322

122629

135451

138575

145436

159035

SEC. HIGHER EDUCATION & SCIENTIFIC
RESEARCH

39169

41494

44171

47763

52004

56805

CULTURE YOUTH AND SPORTS

13051

13668

14780

115758

17150

18126

HEALTH

72684

65307

70146

72299

79797

87417

SOCIAL SECTORS

27849

36620

38799

38976

41126

43342

EMPLOYMENT

7636

7876

7698

7045

7996

8785

AGRICULTURE

118283

131192

132908

145563

158222

170297

MINING WATER RESOURCES AND INDUSTRY

53859

68353

72882

79626

85120

91030

TOWN PLANNING AND PUBLIC WORKS

99217

115376

119051

131830

140332

150908

TRANSPORT

10570

13749

14580

15969

18133

19982

COMMUNICATION

9100

10845

11945

12775

13579

14487

DOMESTIC DEBT

1637

1748

1603

1520

1446

1373

FOREIGN DEBT

61522

34239

34410

36103

37852

41513

INTEREST FOREIGN DEBT

17531

11769

10042

9783

9385

8671

UNALLOCATED FUNDS

83002

88522

79335

83189

85711

89688

TOTAL

935759

976602

1014385

1075052

1153349

1241745

Source: DGB

! However, DGB has made reconstitution efforts to present the overall MTBF under the GFFT nomenclature (ref. ANNEX II,

Tables 6, 7 and 9).
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Table 4: Sectoral Breakdown of Expenditure 2007-2011 in % of Total

SECTORS OF ACTIVITY 2006 2007 2008 2009 2010 2011
PUBLIC AUTHORITIES AND GENERAL 12.4 12.0 12.7 12.4 12.4 12.3
ADMINISTRATION
DIPLOMACY AND FOREIGN AFFAIRS 1.8 2.1 2.0 2.0 2.1 2.0
NATIONAL DEFENCE AND INTERNAL SECURITY 7.4 7.7 7.6 7.8 8.1 8.2
BASIC EDUCATION 12.8 12.6 13.4 12.9 12.6 12.8
SEC. HIGHER EDUCATION & SCIENTIFIC 42 42 4.4 4.4 45 4.6
RESEARCH
CULTURE YOUTH AND SPORTS 1.4 1.4 1.5 1.5 1.5 1.5
HEALTH 7.8 6.7 6.9 6.7 6.9 7.0
SOCIAL SECTORS 3.0 3.7 3.8 3.6 3.6 3.5
EMPLOYMENT 0.8 0.8 0.8 0.7 0.7 0.7
AGRICULTURE 12.6 13.4 13.1 13.5 13.7 13.7
MINING WATER RESOURCES AND INDUSTRY 5.8 7.0 7.2 7.4 7.4 7.3
TOWN PLANNING AND PUBLIC WORKS 10.6 11.8 11.7 12.3 12.2 12.2
TRANSPORT 1.1 1.4 1.4 1.5 1.6 1.6
COMMUNICATION 1.0 1.1 1.2 1.2 1.2 1.2
DOMESTIC DEBT 0.2 0.2 0.2 0.1 0.1 0.1
FOREIGN DEBT 6.6 3.5 34 3.4 3.3 3.3
INTEREST FOREIGN DEBT 1.9 1.2 1.0 0.9 0.8 0.7
UNALLOCATED FUNDS 8.9 9.1 7.8 7.1 7.4 7.2

TOTAL 100.00 100.00 100.00 100.00 100.00 100.00

Source: DGB

7.4 Public Debt

124. The Multilateral Debt Relief Initiative (MDRI), which entered into force
on 2 January 2006, has a stock estimated at CFAF 64.7 billion under the
IMF. Contributions from the World Bank and ADB Group to the same
initiative, effective since July 2006, are CFAF 706 billion and about CFAF
265 billion respectively. Indeed, Mali’s total multilateral debt has been
cancelled; the cancelled debt is estimated at CFAF 1,035.7 billion. The
outstanding public debt/ GDP ratio would be 22.6% on average for the
2007-2011 period as against 64.3% in 2002-2005.

125. Thus the average debt service/exports ratio would stand at 4.4%
between 2007 and 2011, as against 8.1% between 2002 and 2005.

126. As for the Treasury, savings from the restructuring of MDRI debt
amount to about CFAF 34 billion per year between 2007 and 2011, which is
an annual gain of about 3.4% of budget expenditure (excluding external
debt service).

7.5 Balance of Payments and Monetary Situation

127. The macro-economic framework provides for an average annual
growth rate of 6.6% for exports and 7.7% of imports, along with production
trends for the major exports (gold and cotton) and their world market prices.
Indeed, the average trade deficit would represent 1.5% of GDP as against
0.3% over the 2002-2005 period.

128. The balance of current transactions, excluding public transfers, is
expected to be an average of 7.3% of GDP, as against 8.6% between 2002
and 2005. This trend would tie in with the improvement in the balance of
factor services (decline in payments as interest of debt servicing and
repatriations of revenue from investments) and deficit of non-factor services
as a result of dynamism of the tourism sector. The balance of current
transactions, including grants, would amount to an average of 5.2% in 2007-
2011 as against 6.6% in 2002-2005.
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129. Net foreign assets would increase gradually to cover 5.4 months of
imports for the net reserve and 7.2 months for the average gross reserve
2007-2011 (as against 5.5 and 8.3 in 2002-2005). They would amount to
CFAF 653.5 billion in 2011.

7.6 External Aid

130. As regards projections on the volume of external aid, the macro-
economic framework provides for two variants of the voluntarist scenario.
The first variant implies that external financing requirements, as expressed
in the macro-economic framework, are fully covered. This implies that there
is no financing gap. By adopting this optimistic view, the gross external aid
requirements (before debt service and HIPC payment) would stand at CFAF
397 billion (US$ 787 million) per year for the 2007—2011 period. This would
correspond to about EURO 606 million per year, as against 355 million in
2002-2005.

131. Since this assumption is considered as too optimistic, an alternative
scenario has been created; it is based on the assumption that only 75% of
the foreign financing would be obtained. The table below shows a financing
gap of about CFAF 97 billion (US$ 191 million or EURO 147 million) per
year.

Table 5: External Aid Required (in CFAF billion)

Average 2006 2007 2008 2009 2010 2011 Average

2002- 2007-2011

2005
Total External financial aid required (gross) 233.0 1490.4 360.4 369.5 388.5 419.4 449.1 397.4
Total grants (BoP, excl. Tech,. Assistance and aid in 104.7 1305.2 167.0 162.9 167.1 179.5 191.9 173.7
kind)
Capital grants linked to projects 68.1 186.5 93.0 102.4 110.1 119.5 1293 110.9
Overall budgetary grants 36.6 35.8 24.8 25.0 25.2 253 25.5 25.2
Sectoral budget support 0.0 47.2 49.2 355 31.8 34.7 37.1 37.7
MDRI debt restructuring 0.0 1035.7 0.0 0.0 0.0 0.0 0.0 0.0
Total drawings on external loans 100.6 159.3 182.9 196.2 210.2 227.7 246.0 212.6
Budgetary 21.4 48.5 30.0 30.0 30.0 30.0 30.0 30.0
Project loans 79.1 110.8 152.9 166.2 180.2 197.7 216.0 182.6
Reimbursements on public debt 39.6 1071.7 342 344 36.1 37.9 41.5 36.8
Settlement HIPC debt 27.7 25.9 10.5 10.7 11.2 12.1 11.1 11.1
Total external financial aid (excl. interests) (net) 165.7 392.8 315.7 3245 341.2 369.3 396.4 349.4
Interests on public external debt 16.8 14.0 12.3 10.5 10.3 9.9 9.2 10.4
Total external financial aid (net) 182.5 406.8 328.0 335.0 351.5 379.2 405.6 259.9
Aid to be sought : financing gap of the budget 0.0 13.8 0.0 0.0 0.0 0.0 0.0 0.0
External aid (US$ million)
Total external financial aid required (gross) 407.0 2853.8 706.7 728.6 769.3 834.0 896.6 787.0
Total grants (BoP, excl. Tech, Assistance and aid in 184.0 2499.1 327.5 321.1 330.8 357.1 383.3 343.9
kind)
Capital grants linked to projects 118.7 357.1 182.4 201.9 218.0 237.6 258.2 219.6
Overall budgetary grants 65.4 68.5 48.6 49.8 49.8 50.4 51.0 49.8
Sectoral budget support 0.0 90.4 96.5 63.0 63.0 69.0 74.1 74.5
MDRI debt restructuring 0.0 1983.1 0.0 0.0 0.0 0.0 0.0 0.0
Total drawings on external loans 174.8 305.0 358.7 416.2 416.2 452.8 491.2 421.1
Budgetary 355 92.9 58.8 59.4 59.4 59.7 59.9 59.4
Project loans 139.3 2122 299.8 356.8 356.8 393.2 431.3 361.7
Reimbursements on public debt 68.7 2052.8 67.1 71.5 71.5 75.4 82.9 72.9
Settlement HIPC debt 48.2 49.6 20.5 22.2 22.2 24.1 22.2 22.0
Total external financial aid (excl. interests) (net) 290.1 752.1 619.1 639.8 675.6 734.5 791.6 692.1
Interests on public external debt 29.2 26.8 24.1 20.7 20.4 19.7 18.4 20.7
Total external financial aid (net) 319.3 778.9 643.2 660.5 696.0 754.2 809.9 712.8
Aid to be sought: financing gap of the budget 0.0 26.4 0.1 0.0 -0.1 0.0 -0.1 0.0
External financial aid (gross) in % of GDP 9.2% 46.5% 10.5% 10.1% 10.0% 10.0% 10.0% 10.1%
External financial aid (net) in % of GDP 7.2% 12.7% 9.6% 9.2% 9.0% 9.0% 9.0% 9.2%
External aid (gross) in Euro per capita 315 188.5 44.4 443 45.4. 47.7 49.7 46.3
External aid (net) in Euro per capita 22.4 49.7 389 389 39.8 42.0 43.8 40.7
External financial aid (gross) in USS$ per capita 36.0 236.8 57.1 573 58.9 62.2 65.0 60.1
External financial aid (net) in US$ per capita 28.2 64.6 52.0 52.0 53.3 56.2 58.8 54.4

Source: DNPD, MME-DNPD model
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Table 6: Financing Gap

Average 2006 2007 2008 2009 2010 2011 Average 2007-

2002- 2011

2005
Total external financial aid required (gross) 233.0 1490.4 2729 279.8 294.2 317.6 339.6 300.8
Total grants (BoP, excl. Tech,. Assistance and aid in 104.7 1305.2 1253 122.1 125.3 134.7 144.0 130.3
kind)
Capital grants linked to projects 68.1 186.5 69.8 76.8 82.6 89.6 97.0 83.1
Overall budgetary grants 36.6 358 18.6 18.7 18.9 19.0 19.2 18.9
Sectoral budget support 0.0 47.2 36.9 26.6 239 26.0 27.8 28.2
MDRI debt restructuring 0.0 1035.7 0.0 0.0 0.0 0.0 0.0 0.0
Total drawings on external loans 100.6 159.3 137.2 147.0 157.7 170.8 184.5 159.4
Budgetary 214 48.5 225 22.5 225 22.5 22.5 225
Project loans 79.1 110.8 114.7 124.5 1352 148.3 162.0 136.9
Reimbursements on public debt 39.6 1071.7 342 34.4 36.1 37.9 41.5 36.8
Settlement HIPC debt 27.7 25.9 10.5 10.7 11.2 12.1 11.1 11.1
Total external financial aid (excl. interests) (net) 165.7 392.8 228.2 234.7 246.8 267.5 287.0 252.9
Interests on public external debt 16.8 14.0 12.3 10.5 10.3 9.9 9.2 10.4
Total external financial aid (net) 149.0 378.8 215.9 224.2 236.5 257.6 277.8 2424
Aid to be sought: financing gap of the budget 0.0 0.0 87.5 89.7 94.3 101.8 109.5 96.6
(CFAF billion)
Aid to be sought: financing gap of the budget (US$ | 0.0 0.0 171.5 176.9 186.8 202.5 218.6 191.3
million)
Aid to be sought: financing gap of the budget 0.0 0.0 133.4 136.8 143.8 155.2 166.9 147.2
(EURO million)

Source: DNPD, MME-DNPD model

7.7

Incidence of Poverty

132. Based on a structural analysis of the Malian economy using the T21
Model, the results of the PRSP Il macro-economic framework show that with
an average annual GDP economic growth rate at factor cost of 6.5%, the
proportion of the population living below the monetary poverty line (CFAF
72,011 at 1987 prices per person and per year) would decline from 56.0% in
2007 to about 51.2% in 2011, representing a decline of 5 percentage points
in 5 years. This represents an average annual decline of 1.2 point. It should
be noted that the monetary poverty rate according to the EMEP was 68.3%
in 2002.

133. This analysis on poverty presupposes an improvement in the
distribution of incomes and control of population growth.

134. In view of population growth and taking into account foreign
contributions to the national income (current transfers and factor services),
the per capita national income would increase on average and in real terms
by 4.0% between 2007 and 2011 as against 2.6% between 2002 and 2005,
to a level of about CFAF 328,400 at current prices (US$ 656.) in 2011.
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8. PRIORITY AREAS OF INTERVENTION

8.1 Food Security and Rural Development

8.1.1 Food Security

135. The achievement of food security requires guarantee of supply of
foodstuffs to the entire population from domestic production or commercial
imports. It is based on a number of key factors such as: (i) availability to
facilitate supplies to areas experiencing shortages, (ii) geographic
accessibility by opening up production areas, or (iii) stability of production,
and (iv) optimum use of foodstuffs in accordance with the millennium goals
and the world food summit objectives. It also provides for the inclusion of
aspects relating to increase, diversification, and processing of products.
Food security will be sought primarily through:

¢ significant reduction of the impact of major food crises by enhanci