key figures

¢ | and area, thousands of km? 1240
¢ Population, thousands (2005) 13 518
e GDP per capita, $ PPP valuation (2005) 968
e | ife expectancy (2000-2005) 47.8
e |lliteracy rate (2005) 70.5
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MALI RETURNED TO A STRONGER 5.5 per cent growth
rate in 2005 after 2.2 per cent in the previous year.
This figure, close to the average 5 per cent experienced
over the 1994-2004 period, is marked by a catch-up
effect in relation to 2004, which was an atypical,
difficult year. The vulnerable and erratic nature of
Malian economic growth is due to exogenous factors
such as rainfall, fluctuating international market prices
for its principal export products (cotton and gold),
rising hydrocarbon prices and regional instability
caused by the Ivorian crisis. In this situation, Mali has
not met the convergence criteria of the West African
Economic and Monetary Union (WAEMU). At the
same time, an improvement in its economic
performance is expected in 2006-07, following a good
cotton season and a rise in gold production and cereals
exports. The pursuit of institutional and structural

reforms remains the priority.

Mali continued to implement its strategy of

diversification of its economy to achieve durable and

balanced growth in 2005. This strategy mainly concerns
agriculture, with the particular aim of reducing
dependence on cotton. It seeks also to develop mining
activities as existing reserves start
to run out. In this context, the
government has adopted a new
investment code, set up a one-stop
investment shop and set up
concertation structures to improve
the business climate. The high cost of factors and an
insufficiently developed financial system penalise the

Malian private sector and foreign investment, however.

With 7 000 km of common border with seven
countries', Mali has made combating the disadvantages
of its land-lacked position a priority. Having been
forced to accelerate this process by the Ivorian crisis,
it is diversifying its transport corridors through the
construction of routes linking itself to main West
African ports like Dakar, Tema, Lomé, Conakry,
Nouakchott and Cotonou, in addition to Abidjan.

Figure 1 - Real GDP Growth and Per Capita GDP

($ PPP at current prices)
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Source: IMF and local authorities’ data; estimates(e) and projections(p) based on authors’ calculations.

1. Algeria, Mauritania, Senegal, Guinea, Céte d’lvoire, Burkina Faso and Niger.
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Mali reaffirmed its role on the West African political
scene in 2005, playing the role of mediator in regional
crises and advocate of stronger relations with its
neighbours, but also, by virtue of its position as prime
mover in the cross-frontier initiatives programme of the
Economic Community of West African States
(ECOWAS)*. On the domestic front, the process of
democratisation is advancing, thanks to reforms aimed
at improving resource management and reinforcing
decentralisation. Social tensions have appeared, however,
around salary and employment claims. The Millennium
Development Goals overall are out of reach overall but
progress has been registered, notably in education.
Social questions, the impact of privatisation and the
economic and security consequences of the Ivorian
crisis dominate the political debate as the country

moves towards the elections programmed for 2007.

Recent Economic Developments

The primary sector, which provides work for close
to 70 per cent of the active population; represented
34 per cent of GDP in 2004, less than in 2003. The
main reasons for the fall were difficulties in the cotton
sector and a poor cereals harvest. Thanks to adequate
and well-distributed rainfall, the sector performed
better in 2005, achieving an estimated growth rate of
10 per cent.

In Mali, cotton cultivation involves 200 000 family
farms and a total 3.3 million people and accounts for
8 per cent of GDP formation. The sector is organised
in an integrated manner by Compagnie Malienne pour
le Développement du Textile(CMDT). Its task is to
intervene along the whole chain of production,
processing and marketing, while at the same time
encouraging rural development through the provision
of infrastructures and social services in the Sikasso,
Koulikoro, Ségou and Kayes production zones. In the
2005-06 season, 174 749 hectares were given over to

cotton cultivation, which is to say 1 per cent more

than in the preceding season. Cottonseed production
is expected to reach 600 100 tonnes, compared with
the 589 751 tonnes marketed in 2004-05. The experts
say that the increase is unexpected, given a reduction
in the basic price paid producers, which is down from
210 CFA francs/kg in 2004-05 to 160 CFA francs/kg
following the introduction of a new price-fixing
mechanism in January 2005. The latter gives priority
to changes in international prices rather than to
production costs and the price of cotton in relation to
that of cereals. The long depression in international
cotton prices, which are below production costs, weighed
on cotton marketing. As a result, 2005-06 production
is swelled by unsold production from the previous
season. In 2004-05, CMDT subsidised producers and
left itself with a deficit of 68 billion CFA francs, of which
28.2 billion CFA francs was covered by the state.
Without the price reduction negotiated at the start of
the 2005-06 seasons, CMDT would have suffered new
losses which would in turn have had a considerable

impact on the state budget.

Cotton cultivation plays a structuring role in the
production system. It enables the agricultural sector
to diversify into cereals cultivation, which is linked
to it by crop rotation and the fact that it used the
same inputs and phytosanitary products. In 2005-06,
dry cereals production, mainly corn, millet and
sorghum, is expected to increase to 3 million tonnes,
compared with 2.5 million tonnes in 2004-05, thanks
to good rainfall. Mali’s cereals production exceeds its
own food needs but is unevenly distributed on the
country’s markets. Production zones bordering on
Burkina Faso, Cote d’Ivoire and Mauritania are better
linked to cross-border markets than to the rest of
Mali, given the country’s size and the inadequacy of
its transport infrastructures. Following a tense food
supply situation in 2004, it is clear that an
improvement in domestic transport links is a necessity
if food security is to be guaranteed over the whole
country. Rice production is expected to reach 900 326
tonnes in 2005-06, its highest level in three years.

2. Cross-border co-operation became an official part of the community’s agenda through the adoption on 18 January 2005 by the ECOWAS
council of foreign ministers in Accra of a memorandum entitled “The Concept of Border Country or the Integration of Proximity”. The
cross-border initiatives programme is the modus operandi of the community’s policy of cross-border co-operation.
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Figure 2 - GDP by Sector in 2004 (percentage)
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Figure 3 - Sectoral Contribution to GDP Growth in 2004 (percentage)
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Production is concentrated in the region covered by
the Office de la Haute Vallée du Niger (OHVN),
where there is major unexploited potential. Out of
a total irrigable area of 1 million hectares, only 80 000

hectares are currently equipped.

Seventy five per cent of cotton and cereals

production is carried out using animal-driven methods.

This stimulates stock breeding, which is transhumant
by tradition, and integrates into a unique agro-pastoral
system. In 2005, stock breeding contributed to 10 per
cent of GDP formation, making it the third biggest
export sector after gold and cotton. The main
destinations for cattle exports are neighbouring countries
since the bulk of animals are exported on foot. But the

crisis in Cote d’Ivoire and difficulties in transporting
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Figure 4 - Cotton Production and Prices in Mali
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Source: Direction Nationale de la Statistique et de I'Informatique and World Bank data.

animals by rail to Senegal have emphasised the
importance of finding outlets outside the region. That
would result not only in greater fluidity on transport
routes but would also help to promote meat and milk
processing activities. At present, although it produces
600-800 tonnes of milk per year, Mali imports milk
worth 15 to 20 billion CFA francs each year.

Overall, the agricultural sector has a low productivity
level because of the lack of specialisation of the labour
force. This also blocks development of product processing.
The rural economy is little diversified and dependent on
export products with little added value. The situation is
aggravated by the undeveloped state of the rural
infrastructure network which provides only limited
access to urban markets. Under the terms of the new
agricultural orientation law of October 2005, a
programme to improve agricultural competitiveness and
diversification was launched. The objective is to eliminate
obstacles to the development of commercial activities in
the agricultural field in those areas in which Mali has a
comparative advantage and real market opportunities.
This programme provides for wider diffusion of

technological know-how with a view to improving the

production, productivity, processing and marketing of
selected products. It also aims to improve the
performances of targeted activities, as well as access to
financing and the development of infrastructures giving
access to markets. Twenty three activities have been
identified, of which 13, including tomatoes, mangos,
potatoes and green beans, are being given priority on the
grounds that they offer particularly good prospects. A
Mali label could be considered for these products. A
project to exploit the potential for sugar production in
the OHVN area has attracted the interest of the Malian
private sector. A plant with an annual production capacity
of 150 000 to 170 000 tonnes is to be set up with
financing from American and South African investors,

including the Schaffer group of the US.

Over a 10-year period, Mali has become Africa’s
third biggest gold producer after South Africa and
Ghana. Gold was the country’s leading export product
in 2004 and contributed 7 per cent to the formation
of GDP. Production fell to 44 tonnes in 2004 but is
expected to return to the 2003 level of 52 tonnes in
2005. The government is counting on growth of 6 per
cent in 2006 Following the start of production at the
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Loulo gold mine in 2006, 42 tonnes of additional
reserves have become available. Since the beginning of
2005, the steady increase in gold prices (they rose
16.2 per cent in CFA francs between January and
September) can be expected to have a positive effect
on the trade balance and on fiscal and non-fiscal revenue
collection. The Sadiola, Moila and Yatéla mines, which
are exploited by the South African company Randgold,
are starting to become exhausted but 600 tonnes of
reserves have been identified in the Kayes and Sikasso
regions. Following adoption of the WAEMU code at
the end of 2003, the Malian mining code is being
revised. It creates incentives to attract new investors and
encourage exploitation of other metals and phosphates.
At the same time, the development of small-scale
mining is being sought as a way of boosting the impact
of gold mining on the local economy. As for oil,
exploration prospects are confined to the north west,
east central and west central regions. Four-year
prospecting licences have been granted to Australian

and Canadian companies.

The mining industries apart, the secondary sector
has a marginal but growing position in the Malian
economy. It represented 17.9 per cent of GDP in 2004,
an increase of 14 per cent over 2003. In manufacturing
industry and particularly agro-food, as in energy and
construction, the major obstacles to industrialisation
are high factor prices, notably for land and electricity,
a poorly qualified labour force, a little developed
financial sector and poor transport links between
industrial zones and their main markets. All these

problems contribute to a low company creation rate.

The Fitina spinning factory, which is today closed,
had difficulties from its opening in 2002. The
equipment imported was held up for a long time in the
port of Abidjan by the Ivorian crisis. Unable to meet
its commitments, Fitina lost its Mauritian outlet.
Reopening the plant is considered to be an urgent
strategic objective which would boost local cotton
processing. Such difficulties of the moment apart,
however, the future of the textile sector also depends
on the advantages offered by agreements like the US’s
Africa Growth and Opportunity Act, which has yet to

produce significant results.

After a long period of preparation, feasibility and
opportunity studies for a cement plant construction
project have been completed. Using local limestone
deposits, the plant’s production would partly replace
imported construction materials. National demand for
cement is estimated at 1 million tonnes but is today
met wholly through imports. Guarantees and suitable
partnership terms with the state now need to be sought
as the next stage of the project, which has the backing
of the West African Development Bank.

Driven by the dynamism of the transport and
telecommunications sub-sector, the tertiary sector
increased its contribution to GDP from 39.2 per cent
in 2003 to 40.2 per cent in 2004. The development
of the mobile phone and GSM networks run by Malitel
and Ikatel should be particularly noted.

The strategy adopted by the government, with
World Bank support, for diversifying sources of growth
in the Malian economy considers tourism, new
information technologies and communication as
promising sub-sectors. Lack of adequate infrastructure
is a major constraint, however. The three main sources
of growth in the tertiary sector are transport,
telecommunications and trade. Banking and insurance
services, on the other hand, accounted for only 0.8 per
cent of GDP in 2004. The share of the informal sector
in the contribution of transport and trade to GDP
formation is preponderant. Trade is migrating towards
China, particularly Hong Kong, Shanghai and Pekin,
while Chinese operators are increasingly moving into
the distribution sector in Mali. This trade covers textiles
and plastic products but also spare parts and two-
wheeled transportation. Two major challenges in these
trades, however, are the need for surveillance of the
sometimes uncertain quality of some imported goods
and for administrative supervision to prevent this trade

escaping customs duties.

After a difficult year in terms of economic
performance, uncertainties over 2005 have been
dissipated, with a growth rate of 5.5 per cent expected.
This figure, however, includes a catching up effect in
relation to 2004, which should disappear in 2006.
Growth prospects for 2006 and 2007 are seen at 5.5 and
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Table 1 - Demand Composition (percentage of GDP)

2002 2003 2004 2005(e) 2006(p) 2007(p)

1997

Gross capital formation 22.7
Public 7.0
Private 15.6
Consumption 85.2
Public 18.5
Private 66.7
External sector -7.9
Exports 23.0
Imports -30.9

18.4 26.2 18.5 19.0 19.4 19.6
7.6 7.6 7.8 8.0 8.1 8.1
10.9 18.6 10.7 11.0 11.3 11.4

82.5 81.7 87.6 88.5 86.9 87.0
16.2 18.2 18.9 20.5 20.7 20.5
66.3 63.4 68.8 68.0 66.2 66.6

-0.9 -7.8 -6.1 -7.5 -6.3 -6.6
29.0 23.6 25.6 25.1 26.4 25.1
-29.9 -31.4 -31.7 -32.6 -32.6 -31.7

Source: Direction nationale de la statistique et de I'informatique data ; estimates (e) and projections (p) based on authors’ calculations.

5.4 per cent respectively. Satisfactory agricultural
performances, increasing gold production and new
infrastructures to open up the domestic market to the
wider region are the cards Mali can play to encourage
growth. Progress in institutional and structural reform
remains nevertheless indispensable to consolidate these

results in future.

With regard to demand, the 2005 food crisis had
a negative impact on household consumption. The
increase in the fiscal deficit in 2004 over 2003 mitigated
the fall in the growth of internal demand. Following
afall in private investment in 2004, which resulted from
the fall in agricultural and gold production, a recovery
is expected in 2005 and 2006. There will be a visible
increase in investment in both the public sector via
development of social and transport infrastructures
and the private sector in the form of new gold
production sites. An improvement in the external
balance is expected in 2006, reflecting an increase in
the volume of gold exports, which will compensate for
the importation of capital to finance investment in
this sector. The increase was confirmed in 2005, which
should open the way to an improvement in the fiscal
position in 2006 and 2007.

Macroeconomic Policies

Fiscal Policy

In 2004, Mali respected four of the five main criteria

and two of the secondary criteria in the convergence,

stability, growth and solidarity pact of the WAEMU.
Because of budgetary difficulties, caused by an increase
in expenditure which outpaced revenue growth,
compliance with these criteria deteriorated in 2005. Not
only the basic budget balance against GDP remained
negative but also the annual inflation rate rose to 5 per
cent, whereas the ceiling fixed by WAEMU is 3 per cent.
On the basis of expected results, a recovery in
convergence criteria is expected in 2006. Inflation, in
particular, should return to under 2 per cent. The
erratic inflation curb can be explained by the steady rise,
until the last quarter of 2005, of food prices, which
represent 50 per cent of the formation of the consumer
price index, ahead of oil. The arrival on the markets
of the first cereals from the new crop should slow down

this trend.

The two secondary criteria not fulfilled in 2004 were
a current external balance deficit excluding grants of
less than 5 per cent and a minimum fiscal pressure
level of 17 per cent. They illustrate the principal
difficulties of the Malian economy: exports subject to
fluctuations in international prices and a limited tax
base. Although it is below the WAEMU ceiling, Mali
has a fiscal pressure level of 15 per cent, which is among
the highest among member countries. Fiscal receipts
are nevertheless insufficient and an enlargement of the
tax base, notably through the elimination of ad hoc
exonerations and the adoption of measures to bring
informal sector operations into the formal economic
sector, are among the key objectives. Fiscalisation of the
agricultural sector is also planned as a measure to

accompany the new agricultural orientation law. The
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Table 2 - Public Finances (percentage of GDP)

1997 2002 2003 2004 2005(e) 2006(p) 2007(p)

Total revenue and grants?® 19.9 20.1 22.0 22.3 23.4 24.7 25.2
Tax revenue 12.5 134 14.3 15.7 16.4 16.8 16.5
Grants 5.3 3.8 4.7 41 4.6 5.5 6.3
Total expenditure and net lending?® 22.9 23.8 23.3 25.0 27.6 27.3 26.9
Current expenditure 12.3 15.0 14.5 15.7 16.7 16.4 16.1
Excluding interest 11.4 14.2 13.7 15.0 16.0 16.0 15.9

Wages and salaries 3.6 41 4.3 4.9 4.9 4.9 4.9
Interest 0.9 0.8 0.8 0.7 0.7 0.4 0.2
Capital expenditure 9.9 8.9 9.0 9.7 9.9 10.1 10.1
Primary balance -1.1 -2.9 -0.6 -2.0 -3.3 -2.1 -1.5
Global balance -2.0 -3.7 -1.3 -2.7 -4.0 -2.6 -1.7

a. Only major items are reported.

Source: IMF and Ministry of Economy and Finance data; estimates(e) and projections(p) based on authors’ calculations.

government intends to meet the fiscal pressure

convergence criterion by 2007.

The major difficulties experienced in the execution
of state financial operations in 2005 were caused partly
by a loss of revenue from cotton exports and the cost
of covering of CMDT’s deficit on the 2004-05 season
and partly by tax exonerations granted on new vehicle
imports and a reduction in domestic taxes on oil
products (TIPPE), aimed at attenuating the impact of
the rise in oil prices. Sixty thousand tonnes of imported
rice were also exempted from VAT as a means of heading
off the risk of a food crisis in the spring of 2005. These
difficulties were exacerbated by delays in disbursement
of external resources by donors, caused by uncertainty
in 2005 over the timetable for privatisation of CMDT.
These negative factors should be partly counterbalanced
by the good performance of the gold sector, a major
source of fiscal revenue and dividends, in terms of both
production and export value. Delay in the payment of
dividends by the mining companies is nevertheless
responsible for the low level of collection of non-fiscal
revenue, which stood at 33.3 per cent in August 2005.
The fact remains that fiscal revenue increased in 2005,
principally because of more rigorous control over
exonerations, reinforcement of efforts to combat fraud
and continuing computerisation. These measures were

applied to both direct and indirect taxation.

Current and capital spending increased, according

to estimates. The reason for the increase is an increase

in spending in social sectors and an improvement in
the level of realisation of public investment programmes
in line with the objectives of the Strategic Framework
to Fight Poverty (SFFP). This spending also reflects
growth in public sector salaries to compensate for the
increase in inflation in 2005. Taking into account these
changes and the financing of the deficit of CMDT by
the state, the global deficit is expected to deepen to 4 per
cent. Nevertheless, an improvement in the global
balance should be possible in 2006, thanks to
consolidation of the fiscal position (under the effect of
the reforms under way, fiscal revenue should total
16.8 per cent of GDP) and capital expenditure financed

by aid, notably for infrastructures.

The objectives fixed by the SFFP were adopted in
the 2006 finance law, which highlights the government’s
commitment to pursuing and extending its reforms
on the basis of three priorities: improvement of
governance, human development and access to basic

social services, and development of infrastructures.

Budget support, as a pre-eminent instrument of
international co-operation, is at the forefront of
economic strategy in Mali in 2006. This strategy was
accepted by the country’s partners at the round table
meeting which took place in Geneva in March 2004.
On this occasion, donors agreed to provide 75 billion
CFA francs, of which 33 billion CFA francs mobilised
immediately. Budget support agreements are in the

process of being signed between the Malian government
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and the country’s development partners. In October
2005, Mali and the Netherlands concluded an
agreement of this type for 6.56 billion CFA francs.
The second strategy line in the 2006 finance law consists
of implementation of a programme for institutional
development, involving a complete reform of public
administration on the basis of five strategic objectives:
reorganisation of the central services of the state and
reinforcement of public management capacities;
consolidation of decentralisation; greater recognition
of the role of local authorities in the promotion of
development; reinforcement of human capacities. The
third strategy line concerns execution of a programme
to modernise and improve public finances, based on a
streamlining of central control of budgetary procedures

and public contracts.
Monetary Policy

As a founding member of the WAEMU, Mali
respects the monetary policy fixed by the Central Bank
of West African States (BCEAQO), which is directed
towards the double objective of stabilising prices and
respecting the criteria for convergence, stability, growth
and solidarity within the union. Since the last rate
reduction in March 2004, the discount and pension
rates have been maintained at 4 and 4.5 per cent.
Taking into account the increase in bank liquidity and
growth in credits to the economy, the BCEAO judged
it necessary to increase the coefficients of obligatory
reserves in certain member countries to prevent inflation.
In Mali, the fall in the general price level in 2003-04
meant that no increase was necessary and the coefficient
stayed at 9 per cent. Between 2003-04 and 2004-05,
however, the level of credit to the private sector fell from
20 per cent to 5 per cent. This fall illustrates the
difficulty for the banks in diversifying their investments
outside the cotton sector. To ensure control over the
excessive liquidity in Malian financial establishments,
the monetary authorities are aiming to improve the
performance of the banking sector through audit

procedures.

At the start of 2005, the tendency for prices to fall
was reversed as a result of the poor agricultural season

and the increase in energy prices. In September, Mali

recorded its highest inflation rates of the last 10 years
— 11.5 per cent, comprising 22.5 per cent for food
products and 2 per cent for all other products. The
annual inflation rate reached 5 per cent, compared to
-2.8 per cent in 2004. By October, inflation had fallen
again, following the arrival on the markets of the first
food products from the 2005-06 season, which promises

to be positive.
External Position

The euro-dollar exchange rate and rainfall plays a
fundamental role in the competitiveness of Malian
products, as well as in production levels. Because it is
landlocked, Mali is also sensitive to the political and
economic stability of neighbouring countries. The
country took the full brunt of the negative effects of
the Ivorian crisis, with a fall in exports of live animals,
restrictions on imports through the port of Abidjan and
a fall in transfers from Malians resident in Céte d'Ivoire.
Trade between the countries did not cease, as is
demonstrated by the fact that part of Mali’s last cotton
crop was exported via the Sikasso-Bouaké-Abidjan
corridor. Nevertheless, the situation in Céte d’Ivoire
led to a reorientation of Malian trade towards other
countries with ports, principally Senegal and Ghana but
also Mauritania, Guinea, Benin and Togo(for oil
products). This change could have major structural
effects on the Malian economy by encouraging local
processing of the products of certain activities such as
livestock, fruit and vegetables with a view to exporting
them in the sub-region. Availability of adequate
infrastructures to serve these markets is nevertheless an

essential condition.

The difficulties of the primary and mining sectors
in 2004 resulted in a slowdown in the growth of total
export revenue, which in turn led to a trade deficit
amounting to 2.5 per cent of GDP. It is likely that this
deficit will increase to 3.6 per cent under the effect of
the increase in the value of imports of oil products,
which rose from 152 billion CFA francs in 2004 to
212 billion CFA francs in 2005. Imports will continue
to increase during the 2006-07 period, reflecting the
need to finance investment in the mines and

infrastructures. The trade balance should improve
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nevertheless as a result of an increase in gold exports

of 6 and 7 per cent respectively in 2006 and 2007.

Malian trade policy at the moment aims to improve
the prospects for cotton exports. With such other
African producer countries as Benin, Burkina Faso and
Chad, Mali is promoting a sectoral initiative in favour
of cotton, which was launched on the eve of the World
Trade Organisation (WTO) conference in Cancun in
2003. With a view to the negotiations in Hong Kong
at the end of 2005, the four countries fixed a common
strategy under the terms of the N’'Djamena Appeal of
November 2005 to obtain a “rapid, ambitious and
specific” treatment of the cotton issue within the WTO.
They proposed totally eliminating subsidies in the
short term, a substantial reduction in domestic aid by
2009, creation of an emergency fund to deal with
deficits caused by a fall in cotton prices and more
technical and financial assistance for the development
of the sector in Africa. The Hong Kong conference
came up with a compromise providing for the
elimination of subsidies on agricultural exports from
OECD countries by 2013 and on cotton by 2006.
The agreement provides among other things for the
abolition of customs duties and quotas imposed on
cotton imported from less advanced countries. These
results do not displease the Malian authorities on
condition that they are properly implemented and that
negotiations continue in 2006. Some organisations are
sceptical, however, considering that the abolition of
customs duties is the prelude to an agreement on a
general drop in customs tariffs in 2006, the negative
effects of which will weigh principally on the economies

of developing countries.

According to BCEAO forecasts, the balance of
services deficit should diminish in 2005 from the
previous 148 billion CFA francs to 133.6 billion CFA
francs. Because of Mali’s landlocked position and its
geographical size, the transport account showed a
growing deficit, which rose from 151.6 billion CFA
francs in 2004 to 164.7 billion CFA francs in 2005,
demonstrating the strategic importance of developing
infrastructures. At the start of the Ivorian crisis, a fall
in the number of Malian migrants was registered. This
phenomenon is now having less effect, however, on
current transfers, which rose from 121.6 billion CFA
francs in 2004 to 139.2 million CFA francs in 2005.
The number of temporary returns which become
definitive will have an influence on current transfers
in 2006 and beyond. This budget line is particularly
important for the balance of payments, as can be seen
from the history of Malian migration in Africa and

elsewhere.

After having fallen in 2003, direct foreign investment
increased again to 27.6 billion CFA francs in 2004
and 36.4 billion CFA francs in the first quarter of
2005, even if they are still at a lower level than the
economy requires. Non-traditional partners such as
China and, to a lesser extent, India are starting to play
an important role as providers of investment. This
investment is generally directed into energy,
telecommunications and construction. It is contributing
as much as the Ivorian situation to the reorientation
of Malian trade. This reorientation is at present a trend
which it is difficult to evaluate in quantitative terms.
Although it has not yet produced major changes in

export and import structure, it reflects structural changes

Table 3 - Current Account (percentage of GDP)

1997 2002 2003 2004 2005(e) 2006(p) 2007(p)

Trade balance 0.6 5.0 -1.4 -2.5 -3.6 -2.4 -2.8

Exports of goods (f.0.b.) 20.8 26.8 22.1 20.6 20.7 22.0 20.8

Imports of goods (f.0.b.) -20.2 -21.8 -23.5 -23.0 -24.3 -24.4 -23.6
Services -10.0 -6.7 -6.1 -6.1
Factor income -15 -5.5 -7.4 -3.8
Current transfers 4.7 4.5 4.9 41
Current account balance -6.6 -4.6 -6.4 -8.6

Source: BCEAO and IMF data; estimates (e) and projections (p) based on authors’ calculations.
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Figure 5 - Stock of Total External Debt (percentage of GNI)

and Debt Service (percentage of exports of goods and services)
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Source: IMF and World Bank.

which need to be followed to better understand the

country’s development prospects in the medium term.

At the end of 2004, total medium- and long-term
external debt before relief stood at 1 705.2 billion CFA
francs, of which 74 per cent in the form of multilateral
debt. The ratio of debt to gross national income (GNI)
has been falling since 2002 and should stand at 76.5 per
cent in 2004. Debt and interest repayment should fall
by 3.1 per cent in 2006 to reach 80 690 billion CFA

francs.

Mali reached completion point under the Heavily
Indebted Poor Countries (HIPC) Initiative in February-
March 2003. Since then, the annual level of resources
disbursed has been satisfactory. In 2004, the realisation
level was 97.3 per cent and corresponded to 28.8 billion
CFA francs. A downward trend in HIPC resources for
financing projects in the social sector is starting to be
seen even though spending is stable and even growing.
In 2006, for the first time, HIPC receipts will not be
sufficient to cover planned expenditure - a problem
which all the other countries benefiting from the HIPC
Initiative will face in the years to come. Mali is one of

the 18 countries which will benefit from a total

cancellation of debt owned to the multilateral initiative
decided at the GB summit in Gleneagles in July 2005.
In December, the International Monetary Fund
announced that it was cancelling Malian debt

accumulated before 1 January 2005.

Structural Issues

Recent Developments

In a context of weak growth in key economic sectors
and persistent regional instability, Mali has pursued its
reform programme. Results so far have been mixed,
notably with regard to privatisations, but these reforms
which aim to improve the economic environment have

to be judged in terms of their impact in the long term.

The government considers the energy sector to be
strategic in the fight against poverty and for the
improvement of its economic competitiveness. The
major difficulties are the low level of electrification at
national level and high electricity costs. With
$53.5 million financing over five years from the

International Development Association, the World

African Economic Outlook
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