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2/ Including grants.
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São Tome and Príncipe
1/ Sources: The World Bank; and the São Tomé and Príncipe authorities.
1. São Tomé and Príncipe is a small island country with some 130,000 inhabitants; its resources are limited and its GDP per capita is estimated at about US$340. The economy is heavily dependent on cocoa, which accounts for 96 percent of export of goods. Upon achieving independence in 1975, the government consolidated the 45 colonial cocoa plantations into 15 enterprises, nationalized them, and implemented a centrally planned system. These measures, combined with significant Portuguese divestiture and human capital exodus, as well as a sharp decline in the price of cocoa, led to a collapse in cocoa production and export earnings. In order to remedy the situation, in 1987, São Tomé and Príncipe launched an adjustment program, supported by a structural adjustment credit and a cocoa rehabilitation project of the World Bank. And since the beginning of the 1990s, it has liberalized the economy and reduced the role of government in all productive activities. Significant structural reforms were implemented, including (1) the privatization of the agricultural public estates; (2) the introduction of a two-tier banking system, with the separation of commercial bank functions from the former state bank and the establishment of a private international bank in 1993; (3) price liberalization; and (4) the introduction of a floating exchange rate at the end of 1994. However, the supply response has been disappointing so far and major macroeconomic imbalances have developed as political commitment has hindered reforms in the fiscal area.
2. On the political front, there has been significant liberalization, with presidential elections in 1991 and 1996, and parliamentary elections in 1994. However, the period has been marked by political tensions, including an aborted military coup in mid-1995, and a protracted period of uncertainty following the dissolution of the coalition government in mid-September 1996 and before a new government was installed at end-November 1996.
3. Most of the population earns a living through agriculture-related activities. The agriculture sector contributes 22 percent of GDP, a share that has remained fairly constant since 1992 (Tables 1 and 2). The country is still heavily dependent on cocoa, which accounts for more than 90 percent of merchandise exports, although production in recent years has only been at a third of the levels recorded in the early 1970s (Figure 1). Secondary sector activities depend largely on foreign-financed construction projects. The rudimentary industrial base consists mostly of a few public manufacturing and energy enterprises, which account for about 5 percent of GDP. Commerce and transportation (which include a few newly established private companies), the financial system (composed of three commercial banks), and tourism together contribute another 35 percent, a share that has not increased despite attempts to encourage private sector development. Public administration remains important, contributing 22 percent of GDP.
FIGURE 1 SAO TOME AND PRINCIPE: PRICES AND PRODUCTION OF COCOA, 1970-96
Sources: Data provided by the São Tome and Príncipe authorities; and staff estimates.
4. Real economic growth rates have averaged less than 1.5 percent per annum since 1991 (Tables 1 and 3), despite substantial investment, mostly financed by foreign lenders and donors (external assistance averaged US$144 per capita over 1991-96). As a result, income per capita has deteriorated steadily, and São Tomé and Príncipe has become a country with one of the heaviest debt burdens in the world (at end-1996, the present value of the debt was estimated to be about 3 times GDP and almost 15 times exports of goods and services, and external payments arrears amounted to some US$470 per capita).
5. Major macroeconomic imbalances, fueled by expansionary fiscal and monetary policies, have led to a spiral of inflation and currency depreciation. In the external sector, the current account was negative in the 1991-96 period, with a deficit (after grants) averaging some 40 percent of GDP that was mostly financed by external loans (project loans in particular) and a build up of external arrears.
6. The quality of statistical data remains very weak, despite recent improvements in the compilation of monetary statistics and the consumer price index.1
7. Financial performance, after improving in 1995, deteriorated again in 1996, while production continued to stagnate. In 1995, the authorities adopted policies aimed at stabilizing the economy, which led to a significant improvement in the fiscal position; the strengthening of control over monetary expansion made possible a reduction of end-of-period inflation to 37 percent, from 75 percent in 1994. In 1996, however, fiscal slippages and the consequent monetary financing of the budget deficits resulted in a resurgence of inflation and currency depreciation. Recent balance of payments developments reflected mainly a sharp increase in available foreign financing in 1995 and reduced disbursements in 1996, as well as lower debt-service obligations.
8. Real growth, which had remained below the 2.5 percent rate of growth of the population, declined further from 2.2 percent in 1994 to 2 percent in 1995 and 1.5 percent in 1996 (Tables 1 and 3). Indications are that the contraction was due to stagnation in agriculture, as the slight recovery in cocoa production in 1995 was offset by a deterioration in other crops (copra, bananas, and maize) (Table 6), to the absence of any significant new activity in the secondary and tertiary sectors, and possibly to the liquidation or temporary closure of a few public enterprises.2 In 1996, the decline also reflected the impact of unfavorable weather conditions on agriculture and a slowdown in foreign-financed projects.
9. In 1995, gross domestic expenditure increased by 5 percent in real terms, but contracted by 3 percent in 1996, reflecting the evolution of public consumption and investment (Table 3). Given the exceptionally large weight of foreign-financed expenditure in investment and social programs, public sector demand is, to a large extent, determined by the availability of foreign assistance. In 1995, a surge in projects financed from abroad caused a sharp increase in both consumption and investment, determining a corresponding decline in domestic savings (Table 19).3 In 1996, a slowdown in foreign disbursements induced an improvement in domestic savings. Excluding expenditures on projects financed by foreign donors, however, current public expenditure followed opposite directions: it declined by some 8 percentage points of GDP in 1995, reflecting significant fiscal adjustment, and increased again by 3 percentage points of GDP in 1996. Information on private investment and consumption is almost nonexistent, and time inconsistencies in data coverage on the public sector obscure further the analysis of private absorption.
10. Regarding external accounts, the resource balance deteriorated in 1995, as the contraction of imports of goods and services was insufficient to compensate for a sharp drop in exports of both goods and services (Table 3 and Table 26). In 1996, however, the resource balance improved again, driven by a recovery of exports of services. The current account deficit also worsened in 1995, reflecting the increase in the availability of foreign loans to finance investment and better data coverage of technical assistance imports, and improved again in 1996, as foreign disbursements declined.
11. Until 1996, the official consumer price index (CPI) was grossly underestimating inflation (Tables 12 and 13). A new consumer survey was conducted in 1995, with the technical assistance of UNDP and the World Bank, and the methodology used to calculate the CPI was revised, leading to the compilation of a new series starting in 1996 (Table 14). The new data indicate that inflation increased in 1996, reaching 52 percent on an end-of-year basis (compared with 25 percent as of end-1995 according to previous official data, or some 37 percent as estimated by the staff). The rise in prices was particularly strong for housing and energy, and transport and communication (their prices more than doubled).4
12. The terms of trade, which had deteriorated between 1988 and 1992, have been rising since 1993 (with the exception of 1995)—reflecting an improvement in both the world price for cocoa and the quality of the beans produced—and, by 1997, they recovered to their 1988 level (Table 31; and Figure 3).
FIGURE 2 SAO TOME AND PRINCIPE: OUTPUT, PRICES, SAVING, AND INVESTMENT, 1990-96
Sources: Data provided by the Sao Tome and Principe authorities; and staff estimates.
FIGURE 3 SAO TOME AND PRINCIPE: EXCHANGE RATES AND TERMS OF TRADE
Sources: Data provided by the Sao Tome and Principe authorities; WEO; and staff estimates.
13. In 1995, the authorities were able to eliminate the primary deficit (excluding grants and foreign-financed capital expenditure), which had been deteriorating since 1992, reaching 9.9 percent of GDP in 1994 (Tables 15 and 18). The authorities were successful in increasing revenue by 3.2 percentage points, to 16.5 percent of GDP, and in reducing domestically financed primary expenditure from 23.1 percent of GDP to 16.5 percent. Overall revenue performance in 1995, however, masked a continued erosion in tax collection at customs and low transfers from public enterprises, while revenue from privatization increased to 2.5 percent of GDP because of the sale of the Rosema brewery. On the expenditure side, most of the adjustment took place in personnel costs, which were reduced from 7 percent to 4.3 percent of total expenditure. However, this result was obtained without progress in the implementation of the public administration reform.
14. In 1996, adverse fiscal developments largely eliminated the gains obtained in 1995. The primary balance turned negative again, with a deficit equivalent to 4.7 percent of GDP. This deterioration reflected a decline in total revenue from 16.5 percent of GDP (including revenue from privatization) in 1995 to 13.4 percent of GDP, and an increase in expenditure by 1.6 percentage points of GDP. On the revenue side, the principal problems remained: (1) a weak customs administration and lax control of exemptions (some 37 percent of imports are exempted), which resulted in revenue shortfalls for tax on imported goods; and (2) the absence of price adjustments for petroleum products after May 1996, even though import costs rose sharply with the depreciation of the dobra (Table 16). On the expenditure side, personnel costs increased by 1 percent of GDP, despite further postponement of administrative reforms, and as a result of large increases in travel expenses and important bonuses, which were granted in an environment of political uncertainty.5 Moreover, transfers to the electricity company (EMAE) amounted to 3 percent of GDP, and expenditure on goods and services and other current expenditure were inflated mostly by nonrecurrent costs relating to the same political factor (Table 17).
15. Domestically financed capital expenditure has consistently been lower than budgeted. In 1995, the Treasury’s inability to contribute its share resulted in the accumulation of domestic arrears, and in 1996, public financing of investment (excluding regularization of the 1995 arrears) dropped to only 0.4 percent of GDP (compared with 5.3 percent in 1991) (Table 19).
16. Some progress was made in 1995 and 1996 with regard to the privatization of nonagricultural public enterprises, although the pace of reforms fell behind schedule. After privatization or liquidation of 11 parastatals between 1988 and 1995, six additional public enterprises were supposed to be closed or privatized. In fact, since the privatization of the Rosema brewery in early 1995, only two companies have been privatized or liquidated (the hotel Miramar and the transportation company Transcolmar). Moreover, the situation of the two main public enterprises, the water and electricity company (EMAE) and the petroleum distribution company (ENCO), remained difficult: EMAE, which had been managed since 1989 by a private foreign company, continued to record low bill collection and important distribution losses and to require substantial subsidies, while ENCO’s profits (80 percent of which are to be transferred to the Treasury) were limited as prices of petroleum products were not adjusted in line with import costs.
17. Monetary policy has been largely passive, accommodating government financing needs as well as the quasi-fiscal deficit of the central bank. In 1995, when credit to government was limited to 4 percent of the stock of broad money at the beginning of the year (after having increased by 60 percent of broad money in 1994), growth in broad money was reduced to 35 percent (from 127 percent in 1994), and the rates of inflation and currency depreciation declined to 37 percent and 48 percent, respectively (Tables 21 and 22). However, in 1996, when credit to government reached 59 percent of beginning-of-year broad money (excluding the monetization of central bank losses, estimated at 4.5 percent of broad money), broad money expanded by 90 percent; as a result, annual inflation, on an end-of-year basis, increased to more than 50 percent and the dobra depreciated by 61 percent against the U.S. dollar.
18. In contrast, credit to the private sector did not keep pace with inflation, owing to the cautious lending policy of the main commercial bank, and despite the extension by the Savings and Credit Bank (CNPC) of Db 1 billion worth of new credit in 1996, which was refinanced by the central bank.6
19. The net foreign asset position of the banking system improved to US$5.7 million in 1995 (from US$3.7 million in 1994) and to US$7.4 million in 1996, mostly as a result of the accumulation of foreign assets by the international bank (BISTP) (Table 24). Gross official reserves, however, remained almost constant in U.S. dollar terms; at end-1996, they were equivalent to one and a half months of the imports of goods and services projected for 1997.
20. In February 1995, the discount rate was raised from 32 percent to 50 percent and remained positive throughout the year. However, it was reduced to 35 percent in early 1996, and maintained at that level despite the large increase in inflation. Maximum lending rates and minimum deposit rates also became negative in real terms in 1996 (Table 25).
21. After narrowing slightly in 1995, the trade deficit declined more sharply in 1996, reflecting lower foreign-financed imports,7 as well as depressed real income, owing in part to the sharp real depreciation of the dobra (Tables 26 and 28). Export performance in these two years remained disappointing, as land distribution reforms and substantial investment in the agriculture sector did not translate into higher cocoa crops (partly because of unfavorable climate conditions in 1996) or into an increase in nontraditional exports (Table 27). Consequently, the current account deficit (before official transfers) narrowed by 14 percent in dollar terms in 1996.8 Official transfers rose slightly both in 1995 and in 1996, with the fall in food aid being offset by the rise of “other” transfers, which mainly reflected the better data coverage since 1995. The medium- and long-term capital balance improved in 1995-96, because of lower scheduled amortization obligations, following the IDA-financed debt buyback operation in 1994 and the Portuguese rescheduling of 1995. Project loans, after peaking in 1995, declined markedly in 1996 as a consequence of a suspension of disbursements caused by a temporary accumulation of arrears to multilateral creditors. However, this decline was largely offset by the increase in nonproject loans. As a result of financial and political instability, there was a substantial short-term capital outflow in 1996. The reserve position of the central bank did not experience significant changes over the two-year period. The overall balance of payments deficit was financed through the accumulation of arrears to official bilateral creditors.
22. São Tomé and Príncipe’s external competitiveness indicators improved in 1995-96, thanks to a strengthening of the terms of trade and a further decline in the real effective exchange rate (Basic Data and Figure 3). However, the possible underestimation of inflation by the official data may be overstating the increase in competitiveness. Moreover, the lax fiscal and monetary policies have made these gains look fragile.
23. São Tomé and Príncipe’s external debt increased further in 1995 and 1996. The stock of medium- and long-term debt grew by 6 percent in 1995 and by 3 percent in 1996. The apparent slowdown in the rate of growth reflected the valuation effect of a more appreciated dollar, as well as lower disbursements by the African Development Bank Group in response to the temporary accumulation of arrears to it. The total outstanding stock of debt, including short-term debt, reached some US$266 million at end-1996, or almost six times the GDP level. The proportion of debt owed to multilateral creditors was more than 60 percent. The stock of arrears fell in 1995, as a result of the Portuguese bilateral agreement in March of that year, which restructured some US$28 million of debt with a grant element of 34 percent, but it increased in 1996 with the accumulation of new arrears. The present value of total external debt amounted to about US$154 million, implying an average grant element of 42 percent. In recent years most of the new loans were contracted on highly concessional terms from multilateral institutions. The present value of multilateral debt alone amounted to 635 percent of exports of goods and services.
24. Scheduled debt-service obligations in 1996 amounted to US$7.8 million, or 74 percent of exports of goods and services, with more than one-third of the obligations owed to multilateral creditors. The low ratio of debt service due to debt stock (3 percent) reflects both the high degree of concessionality of the debt and the large stock of arrears. While total debt service due fell in 1996, as a result of the Portuguese rescheduling and of the profile of the remaining official bilateral debt, the multilateral debt service increased from 17 percent of exports to 27 percent, as grace periods for some of the loans expired.
25. The nominal exchange rate depreciation slowed down from 94 percent in 1995 to 55 percent in 1996, reflecting the implementation of stabilization policies in 1995. However, as fiscal policy slippages reemerged in 1996 and inflation grew, the depreciation has accelerated rapidly since the second half of 1996. The liberalization of the exchange market, which started in 1995, 9 resulted in a narrowing of the spread between the official and parallel market rates from 23 percent to 7 percent. However, the spread did not narrow further in 1996; moreover, commercial banks have been obliged to maintain their exchange rates within a margin of no more than 1.25 percentage points from the rate offered by the central bank, thereby leaving the parallel market as the only channel where foreign exchange may be freely purchased.
26. There have been no major changes with respect to the trade system since the abolition of the annual import plan in 1995. While import licenses can be obtained routinely, an amount of foreign exchange is made available by the central bank at the official exchange rate through the Chamber of Commerce to those traders who submit the lowest prices for a list of products identified as “critical imports.” In April of 1996, foreign exchange surrender requirements were lowered from 70 percent to 50 percent for exporters who could prove that these funds were essential for continued production of exportable goods.
27. Agriculture, which represents about 22 percent of São Tomé and Príncipe’s GDP, is not diversified. Cocoa, still the main crop, accounts for 96 percent of the country’s exports. The authorities started to reform the agricultural state enterprises in the late 1980s, in order to stimulate production of cocoa and other crops and increase the quality of output.10 During 1987-88, 4 of the 15 public enterprises were brought under private management contracts and lease contracts were signed for 3 others. However, management contracts offered few incentives for firms to decrease operational costs, since the responsibility of the management was limited to the technical implementation of the rehabilitation program, and the terms of the leasing contracts were not long enough to encourage commitment by the leasing companies.
28. Consequently, as a complement to these measures, the authorities initiated in 1992 an ambitious land reform program to promote further private sector development in agriculture, with the assistance of several external donors. Under the program, almost all the land initially under public control was either to be distributed as small family farms or to be placed under the control of private investors and rehabilitated. In this context, in 1994, the management contracts of two state enterprises (Uba Budo and Bela Vista) were converted into long-term leasing contracts11 (with a French investor for Uba Budo, and a Portuguese investor for Bela Vista), and the leasing contracts with two other enterprises were renewed (with a domestic company in Agostinho Neto, and with a Portuguese firm in Diogo Vaz). Recently, a leasing contract was also signed with an Angolan investor in Porto Alegre. The management contracts previously established in Santa Margarida and Monte Cafe, however, were simply renewed (Table 4).
29. In total, the area cultivated by all state enterprises was reduced by 22,000 hectares (or by 65 percent), and the remaining public land is now almost entirely under leasing and management contracts. Reportedly, the state enterprises under leasing and management contracts with private companies have kept most of the best land, while the marginal land, taken mainly from the estates still under public management, has been divided into small and medium-sized farms. The area that has been effectively distributed to some 3,300 families totals 14,600 hectares (including about 2,000 hectares that had previously been distributed and were reconfirmed). The rest of the land has been set aside for conservation, tourism, general infrastructure, or as common herding ground. By end-1997, all the land still under public management will have been distributed (Table 8).
30. Large investments were made in support of the land reform. Since 1992, investments in agriculture, realized through the public investment program, have amounted to about US$40 million, of which US$35 million was financed from abroad, and represented 16 percent of GDP a year on average (Table 19). The World Bank lent US$9 million to support the land privatization process and to build infrastructure aimed at small farm promotion, while the African Development Bank provided an equivalent amount almost exclusively to rehabilitate state farms. France also contributed US$13 million to rehabilitate state farms, promote alternative crops, and support family farms, and other donors, some US$4 million. These investments included the rehabilitation of aging cocoa and coffee plants and new planting, a number of drying facilities, as well as general infrastructure, road rehabilitation, training programs, and environmental studies.
31. The land reform has affected the relative shares of crops only marginally. Among large public enterprises, cocoa cultivation has increased slightly, mostly at the expense of other crops such as coconut palms and palm oil. Land under coffee cultivation (in Monte Cafe, located at a higher altitude) and copra (almost exclusively in Porto Alegre) has remained fairly constant (Table 5). Detailed information on the use of land on private farms is not available, although it appears that cocoa remains important, with small farmers having produced at least 1,450 tons in 1996 (Table 7).
32. Two private companies were given the responsibility of managing the drying facilities and marketing the production of newly created family farms, and providing them with agricultural inputs. SODEAP (with 66 percent Portuguese participation), in the North, has since 1994 supervised activities in Milagrosa and Ponta Figo, while AGRICOM, a national company established in the second half of 1996, deals with the southern part of the country, including Agua Ize, Colonia Acoreana, Porto Real and Sundy. However, the larger state enterprises, as well as smaller, newly established private marketing enterprises, are also competing to purchase cocoa from small producers. In fact, some of the largest plantations seem to have focused their activities on the provision of diverse services such as processing, marketing, as well as distribution of inputs and credit. There are three export companies: CGI, a national company representing foreign traders in São Tomé, and MANTERO, a Portuguese company, purchase dried cocoa directly from drying facilities, while SODECI exports its own production from Santa Margarida.
33. So far, the results of the land reform have been disappointing. Despite substantial investment, mostly financed through loans, cocoa yields have been estimated to be low (only 150 kg of dried seeds per hectare on average in 1996), although it is reported to be substantially higher for the estates under leasing contracts (Table 8). Overall, exports of cocoa have not increased, and production of coffee remains extremely low (Table 6). Moreover, efforts to diversify export crops have failed.
34. The reasons for this poor performance are many, but their examination points to a possible improvement in the coming years, provided that the reform continues. First, the trees planted since 1992 have not yet reached maturity, and yields are likely to increase substantially within the next five years. Second, extensive public involvement during the initial phase of rehabilitation may have limited private incentives. Third, small farmers’ initial lack of experience with market mechanisms was certainly a factor. Fourth, most small farmers and some large estates are still lacking long-term leasing contracts. Fifth, the remaining foreign exchange controls, in particular the high surrender requirement for export proceeds, constituted a burden on exporters. Finally, inadequate road infrastructure may have been a constraint in some parts of the country.
35. In 1997, one of the most urgent issues will be to complete privatization through the conversion of the management contracts of Santa Margarida and Monte Cafe into long-term leasing contracts, and the possible distribution of part of their land to small farmers. Equally important will be the transformation of the provisional leases held by smallholders into long-term leases to ensure security of tenure and to encourage investment.
36. Until 1993, São Tomé and Príncipe’s financial sector was dominated by the National Bank of São Tomé and Príncipe (BNSTP), which served as the central bank and main commercial bank. The People’s Credit Institution (Caixa Popular de Crédito, CPC), until then the only other financial institution in the country, had been established in 1981, as an arm of the BNSTP, with the aim of mobilizing small-scale savings and financing small business development and housing construction.
37. There was no systematic supervision of the commercial banking and development lending activities of the BNSTP or the CPC. Standard accounting and administrative procedures were not observed, particularly at the CPC, and staff often lacked the training to discharge their functions properly. In such a context, nonperforming loans increased steadily.
38. The severity of the structural weaknesses led the government to embark on a reform of the banking sector beginning in 1990. Plans were drawn up to establish a central bank proper and a separate, privately managed commercial bank, involving the liquidation of the BNSTP and the restructuring of the CPC. At the same time, the government aimed at improving the banks’ deficient accounting systems in order to better implement monetary and credit policies. Accordingly, in late 1991, a new regulatory framework for the operation of commercial banks and financial institutions was promulgated, which, following a period of preparation, led to the overhaul of the banking system in March 1993.
39. At the core of the reformed financial system is the new Central Bank of São Tomé and Príncipe (BCSTP), which was established in August 1992 and began operations in early 1993. On March 3, 1993, the commercial banking and development lending departments of the BNSTP, along with the CDC, were placed under liquidation. A liquidation commission was established, and entrusted with the responsibility of distributing the assets and liabilities of the former financial entities by mid-1994. Simultaneously, two new financial institutions—the International Bank of São Tomé and Príncipe (BISTP) and the National Savings and Credit Institution (CNPC)—commenced operations, assuming many of the assets and liabilities of the old institutions.
40. The BISTP is a joint venture of the government of São Tomé and Príncipe and private Portuguese banks, which, as majority shareholders, manage the bank in accordance with a 1991 protocol. The BISTP assumed responsibility for most of the private sector’s dobra- and foreign-exchange-denominated deposits of the BNSTP, which amounted to some Db 2.6 billion. On the asset side, the BISTP was credited with a reserve position equal to the newly acquired deposits, allowing it to amply satisfy reserve requirements. Furthermore, the BISTP assumed many of the BNSTP’s performing private sector loans.
41. The CNPC is wholly owned and managed by the government. About half of the CPC’s Db 200 million loan portfolio was transferred to the CNPC, as the loans were secured by mortgages and therefore deemed recoverable. The other half was submitted for recovery by the liquidation commission. CNPC’s remaining assets were in the form of reserve deposits with the new central bank. Regarding liabilities, the CNPC assumed the deposits of the CPC (some Db 500 million), and, more importantly, assumed BNSTP’s deposit liabilities to the private sector and the government, amounting to Db 2.9 billion.
42. The scheme described above left the BCSTP with very large commercial bank reserve liabilities. The BCSTP liabilities also included Db 7.1 billion in nonbudgetary counterpart fund deposits from the BNSTP, which had resulted from earlier balance of payments support loans. On the asset side, the BCSTP received some Db 11 billion in loans, mostly nonperforming claims on public enterprises, which by end-1996 had been assumed by the government and transformed into central bank credit to government. Since its inception, BCSTP’s major activity has been to finance large government deficits through unremunerated facilities. Together with high operating expenses (reflecting inter alia the overstating of the bank), this has resulted in losses, which in 1996 amounted to Db 0.8 billion.
43. Central to the restructuring of the financial sector was the development of commercial banking. The operations of the BISTP have been characterized by high levels of liquidity and foreign exchange intermediation, while the small pool of creditworthy borrowers has limited its credit portfolio primarily to private sector short-term trade operations in local currency. At end-1996, the BISTP’s domestic assets amounted to less than 30 percent of its domestic liabilities.
44. Thus, the intermediation of foreign exchange has been the principal source of profit for the BISTP. Since March 1993, a foreign exchange surrender requirement has been in place for export proceeds,12 with the exporters permitted to hold the remainder as foreign currency deposits at the BISTP. At end-1996, foreign currency deposits (mainly in dollars) represented about half of total deposits with the BISTP, indicating a high dollarization of the economy. The BISTP, in turn, has to deposit part of those funds with the central bank to comply with the reserve requirement on deposits in foreign exchange (which was lowered from 50 percent to 30 percent in May 1996). Since September 1993, the BISTP has also bought and sold foreign exchange, for which it has set its own rate. The growth of sight deposits and the net purchases of foreign currency have allowed the BISTP to build a highly liquid position abroad, a policy pursued deliberately in order to ensure full cover for foreign-currency-denominated deposit liabilities, in light of problems experienced in reclaiming foreign exchange reserves from the BCSTP.
45. In contrast to the BISTP, the CNPC initially engaged only in domestic currency activities and pursued an active policy of credit to the private sector, with many of the loans granted at rates of interest that were negative in real terms to support agricultural production in “priority areas.” As a result of this active lending policy, credit expanded much faster than warranted, and the CNPC rapidly accumulated nonperforming loans. In 1995, the government decided to halt the lending operations of the CNPC, and to privatize or liquidate the bank. However, the authorities appointed a new administration for the bank in 1996, which engaged in foreign exchange and lending operations (mostly short-term trade credit), financed by new deposits as well as central bank credit; the bank accumulated new losses in 1996, while attempts to privatize it were not conclusive.
46. A new private commercial bank, the Banco Comercial de Equator (BCE), started operating in December 1995. Owned by local shareholders, it has provided credit to small and medium-sized cocoa producers and, like the BISTP, it has engaged actively in foreign exchange operations in order to build a positive position in foreign exchange. At end-1996, the BCE held 15 percent of total deposits denominated in domestic currency and 10 percent of the foreign holdings of the commercial banks; its outstanding credit to the private sector amounted to Db 0.7 billion (8 percent of total credit to the private sector).
47. Recently, in the restructured financial system, the accounting system and the provision of monetary and credit data have improved significantly. However, protracted delays in the reporting of the banks’ balance sheets persist. The liquidation process of the old financial institutions was finally completed in 1996 with technical assistance of the Fund.
48. In the context of the 1993 reform, the authorities have been relying in principle on three instruments to influence lending: reserve requirements, credit ceilings, and the central bank discount rate. However, the setting of quarterly credit ceilings by the BCSTP, which proved ineffective, was discontinued in 1996; and reserve requirements (currently at 15 percent on domestic currency deposits and 30 percent on foreign currency deposits) have not been used actively. The discount rate has been changed several times, but the increases have tended to lag in periods of rising inflation, resulting in a negative discount rate in real terms. In particular, the discount rate, which was lowered to 35 percent in May 1996 in response to a decrease in inflation in 1995, has been maintained at that level despite the sharp increase in inflation in 1996. Because commercial banks look at the discount rate as the reference rate, lending rates also became negative in real terms. Despite these deficiencies in the central bank’s monetary policy, the private commercial banks maintained a cautious lending policy; in contrast, the CNPC, which was supposed to have ceased its operations, resumed its credit activity in 1996, having received refinancing from the central bank.
49. With the land reform, more than 10 percent of the population benefitted from land distribution. In order to maximize the social impact, the land distribution program was accompanied by significant efforts to provide new farmers with training, access to inputs, as well as commercial and financial services.13 Many private companies with a leasing contract provided short-term credits to farmers to finance the purchase of inputs, and new savings and loans institutions started accepting deposits.14 Moreover, the provision of social services, part of which had previously been the responsibility of the large public estates, was reorganized. Besides public services provided by the government, leasing companies in charge of the largest plantations and marketing enterprises have started to offer social services (such as supply of pharmaceutical and child care facilities) in order to induce small farmers to select them as their marketing agency.
50. The availability of foreign assistance in health and education is another factor with an important impact on living standards. São Tomé and Príncipe’s social indicators are in general above average compared with other countries in sub-Saharan Africa: life expectancy is estimated at about 68 years (versus 52 for the region), infant mortality at about 84 per thousand (compared with 104 per thousand in the region) and the adult illiteracy rate at some 43 percent (Basic Data). Large expenditure in the social sectors probably has contributed to these favorable indicators. However, the provision of health and education services is highly dependent on foreign financing, and the sectors are characterized by an excessive share of investment spending relative to recurrent costs, and a relatively low proportion of resources allocated to basic services.
51. During the public expenditure review conducted in December 1996 with the support of the World Bank, expenditure in the health sector was estimated at some US$10 million a year (about US$80 per capita), including current expenditure recorded by the Treasury, expenditure within the public investment program (PIP), and other foreign-financed and foreign-managed projects. The government contribution accounts for only a small share of total expenditure in the sector (14 percent in 1994 and 9 percent in 1995). The PIP contributes about 35 percent of expenditure in the sector, while other foreign-financed projects (mostly technical assistance provided by some 30 foreign doctors) account for the remainder. Since 1991, the share of health projects in the PIP (including expenditure on water supply and sewage system) increased sharply, from 7 percent to 20 percent, with the main donors being the European Community, mainly with a water supply project in the first half of the decade, and the World Bank, in particular with an anti-malaria project in the second half of the decade. Investment accounts for more than 90 percent of expenditure in the sector, while current outlays on primary and secondary health services are estimated to account for only 3 percent of health expenditure.
52. PIP expenditure on education has also been growing significantly since 1991: in 1995, it amounted to US$5.6 million (about 20 percent of total PIP expenditure), compared with 3 percent in 1991.15 However, as in the health sector, only a small proportion of expenditure goes to basic services. In 1995, rehabilitation of school buildings, financed mostly by the African Development Bank, accounted for 90 percent of expenditure, leaving only 10 percent to finance school material and the training of teachers. Moreover, the institute for higher education (Institut Supérieur Polytechnique) and scholarships for foreign studies account for an important share of current expenditure financed by the government outside of the PIP. As a result, school materials are lacking, teacher training is insufficient, and the teacher/pupil ratio is low.
53. Recent studies conducted by the World Bank and the International Labor Organization (ILO) estimated that the format sector employed only 23 percent of the labor force in 1993 (indicating the importance of the informal sector in São Tomé), that the majority of microenterprises do not hire any employees, and that most occupations in the informal sector are of a temporary nature. It would therefore be unrealistic to expect these small cottage industries and service providers to graduate into small businesses of the formal sector in the near future. However, with the closure of a number of industrial public enterprises and the reorganization of the cocoa plantations, and with the pending implementation of administrative reforms, the informal sector may still play an important social role in the transition toward a more market-oriented economy.
54. Between 1991 and 1994, the government took steps to increase public administrative capacity and efficiency: some 370 public servants were retrenched and the number of ministries was reduced. In 1995 and 1996, however, the pace of reform slowed down while public wages eroded in real terms. Nevertheless, with UNDP support, progress was made in the compilation of a database: the collection and recording of information such as age, qualification, position, and salary on each public employee is about to be concluded. According to the latest estimates, in 1996 there were 4,035 civil servants, including temporary employees. The overall number of redundant employees was estimated at about 1,000, and this number was adopted as an objective to be pursued in the reduction in personnel. Also, the legal status of public servants was recently redefined, which specifies the rights and responsibilities of all public employees.
55. In recent years, the share of wages and salaries in personnel costs declined to 31 percent in 1996 (from 62 percent in 1993), while the share of other personnel expenditures (including bonuses) increased dramatically to 29 percent (from 9 percent in 1993); at the same time, travel-related spending increased to 37 percent in 1996.16 In order to correct these imbalances and with the objective of increasing efficiency in the public administration, a legislation was presented to the Parliament in 1996, which included a differentiated wage increase, with a substantial increase for a limited number of key positions, and a relatively important adjustment for employees in the health and education sectors. This proposal was voted down and therefore never implemented. In the circumstances, the government elaborated an alternative strategy and a law was adopted in April 1997 that aims at rationalizing wage relativities and streamlining public sector employment through (1) two grids of relative salaries (one for the general public administration, including public enterprises, the social security administration, and other autonomous public institutions, and one for “political” positions);17 (2) the nominal values for the minimum wage (that was tripled to US$10 per month) and for the salary of the president which, together with the coefficients defined in the salary grid, determine the wage of all employees in the administration; and (3) the mechanisms to retrench redundant public servants, namely, compulsory retirement (at 56 for men and 51 for women) and voluntary departure encouraged by a significant cash payment.
FIGURE 4 SAO TOME AND PRINCIPE: PUBLIC SECTOR EXTERNAL DEBT, 1993-96
Sources: Data provided by the Sao Tome and Principe authorities; and staff estimates.
1/ Includes IMF.
2/ Includes arrears.
São Tomé and Príncipe: Summary of Tax System as of December 1996
Source: Information provided by the São Tomé and Príncipe authorities.
(Position as of December 31, 1996)
The currency of São Tomé and Príncipe is the São Tomé and Príncipe dobra. The official exchange rate is determined daily as an average of exchange rates in the bureau de change, parallel market, and commercial banks.1 On December 31,1996, the exchange rate (middle rate) for the U.S. dollar, the intervention currency, was Db 2,833.21 per US$1. Rates for certain other currencies are determined on the basis of the exchange rates of the U.S. dollar for the currencies concerned.
Foreign exchange transactions are divided into three categories for the purpose of assessing charges on purchases and sales of foreign exchange, namely, import payments, transactions in foreign checks, and collection of export proceeds.
On import-related exchange transactions, the arrangements are as follows: when a letter of credit is opened, a quarterly charge of 0.5 percent of the import value, with a minimum of US$25 and a maximum of US$500, is payable with an additional commission of 0.5 percent to the Central Bank of São Tomé and Príncipe (BCSTP). A stamp duty of 0.25 percent is also payable, as well as a postage levy of US$2.
On foreign checks for collection, the commercial banks charge a postage levy of US$2 for each transaction. For collection of export proceeds, a commission of 0.125 percent is charged, with a minimum of US$25 and a maximum of US$300, when the letter of credit is opened, and a fee of 0.125 percent is charged when the funds are received. A postage levy of Db 39,000 is also charged.
There are no arrangements for forward cover against exchange rate risk operating in the official or the commercial banking sector.
All foreign exchange transactions are controlled by the BCSTP, which applies the exchange controls flexibly. All foreign exchange proceeds must be surrendered to the BCSTP, and all exchange payments must be made through the BCSTP, with the exception of earnings retained by producers-exporters for import payments. (See the section on Exports and Export Proceeds, below.)
Import and export licenses are automatically granted and recorded by the Directorate of External Commerce for statistical purposes.
Arrears are maintained with respect to external payments.
The BCSTP may prescribe the currency in which foreign exchange transactions are made.
No bilateral payment agreements exist. The agreement with Cape Verde was terminated, and the corresponding debt to Cape Verde, which amounted to US$1.65 million, was rescheduled on July 21, 1995, through an agreement between the Central Bank of Cape Verde and the BCSTP. The debt is being reimbursed in equal quarterly installments.
All registered importers (including productive entities) are permitted to engage in import activity. Fuels and lubricants are imported by the public fuel enterprise, and medicines by the public pharmaceutical enterprise and the private pharmaceutical sector. Import licenses are automatically granted by the Directorate of External Commerce. When importers open letters of credit, the BISTP requires them to lodge a deposit2 in domestic currency equivalent to 0 to 100 percent of the value of the letters of credit, depending on the creditworthiness of the operator. Prepayment for imports is permitted only through the opening of letters of credit or through anticipated transfer when agreed upon by the BCSTP. The BCSTP still allocates foreign exchange, which is sold at the official rate, through the Chamber of Commerce.
Payments for invisibles related to authorized imports are not restricted. Payments for other invisibles are approved within limits established by the BCSTP. These limits, which allow for additional amounts in justifiable cases, include those on (1) transfers for medical treatment abroad when local facilities are inadequate; (2) transfers of remittances to students; (3) transfers of savings from earnings under technical cooperation agreements with the government; and (4) transfers for payment of fares, freight, and costs of communication with foreign countries. Purchases of foreign exchange by residents for purposes of tourism are limited, although air fares may be paid in domestic currency. Transfers of profits by foreign companies established in São Tomé and Príncipe before independence have been suspended. There are no limitations on remittances for subscriptions to periodicals and books or on payments of interest on external debt.
Foreign exchange allowances for medical purposes are flexible. Payments for technical assistance and other services in the national interest are allowed. At the beginning of the school year, a student is granted permission to transfer for expenses related to courses taken abroad an amount that has been approved by the Ministry of Education and Culture.
All payments related to invisibles are subject to a stamp tax of 0.5 percent. In addition, commercial banks charge a commission of US$2 for clients (and US$4 for non-clients).
For the purpose of collection of information, all exports require the completion of registration forms, as set out in Advance Export Registration Bulletins, which specify the quantity and c.i.f. or f.o.b. value of the export shipment. All export proceeds are subject to the mandatory surrender requirement to the BCSTP. Producers of exported goods may retain 30 percent of export proceeds in accounts with banks, including those abroad (if they are correspondent banks of the BCSTP), and may use the balances to meet their import requirements.3
Travelers may bring in any amount of foreign exchange.
Inward foreign investments are governed by the Investment Code, which was implemented on October 15, 1992. Foreign capital investments, excluding the extraction of hydrocarbons and other mining industries, are permitted on the same basis as domestic investment. Repatriation of profits is permitted up to 15 percent a year of the value of the investment. Transfers are permitted for repayment of financing under agreements with the Government and for the amortization of private sector investments in activities considered to be in the national interest. Personnel under technical assistance programs are allowed to transfer their savings in accordance with the terms of their contracts.
Exports and imports of gold require special authorization from the BCSTP.
In May 1996, the export surrender requirement was lowered from 70 percent to 50 percent for producers of exported goods able to demonstrate the need for additional import requirements.
Table 1. São Tomé and Príncipe: Gross Domestic Product and Expenditure at Current Prices, 1991-96
(In millions of dobras, unless otherwise specified)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ In 1995 and 1996, public consumption, public investment, and imports include technical assistance and other expenditure for projects managed directly by foreign donors, which amounted to US$9 million in 1995 and US$10 million in 1996. These data are not available for previous years.
Table 2. São Tomé and Príncipe: Gross Domestic Product and Expenditure at Current Prices, 1991-96
(In percent of GDP)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ In 1995 and 1996, public consumption, public investment, and imports include technical assistance and other expenditure for projects managed directly by foreign donors, which amounted to US$9 million in 1995 and US$10 million in 1996. These data are not available for previous years.
Table 3. São Tomé and Príncipe: Gross Domestic Product and Expenditure at Constant Prices, 1991-96
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ In 1995 and 1996, public consumption, public investment, and imports include technical assistance and other expenditure for projects managed directly by foreign donors, which amounted to US$9 million in 1995 and US$10 million in 1996. These data are not available for previous years.
Table 4. São Tomé and Príncipe: Area of the Agricultural State Enterprises, 1991-96
(In hectares)
Sources: Data provided by the São Tomé and Príncipe authorities.
1/ Under lease contract.
2/ Under private management.
Table 5. São Tomé and Príncipe: Cultivated Area of the Agricultural State Enterprises, 1991-96
(In hectares, unless otherwise specified)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Includes bananas and breadfruit grown among cocoa trees for shade.
Table 6. São Tomé and Príncipe: Production of Principal Agricultural Crops, 1991-96
(In metric tons)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Fourth quarter 1996 production data for two major cocoa producers and two copra producers is not available and is therefore estimated.
Table 7. São Tomé and Príncipe: Distribution of Agriculture Production in 1996
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Includes production by small and medium-sized private enterprises that is commercialized by state enterprises.
2/ Data only available to September.
3/ Will all be distributed by end-1997.
4/ Excludes production by small and medium-sized private enterprises that is commercialized by state enterprises.
Table 8. São Tomé and Príncipe: Indicators of Cocoa Production and Exports, 1991-96
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Some hectares distributed to the private sector may be used to produce other crops than cocoa.
2/ Estimated on the basis of marketing data.
Table 9. São Tomé and Príncipe: Energy Production and Consumption, 1991-96
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Production exceeds consumption owing to losses in distribution.
2/ Including the government.
Table 10. São Tomé and Príncipe: Imports of Petroleum Products, 1991-96
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Excluding reexports of Jet A-1 fuel.
Table 11. São Tomé and Príncipe: Cost Structure of Petroleum Products, 1996
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ ENCO, the fuel importing company.
2/ EMAE, the water and electricity company.
Table 12. São Tomé and Príncipe: Official Consumer Price Index, 1991-95 1/
(1990=100; end of period)
Source: Data provided by the São Tomé and Príncipe authorities.
1/ Until 1996, the official CPI was subject to serious deficiencies in measurement and coverage and should be interpreted with caution.
Table 13. São Tomé and Príncipe: Monthly Movements in the Official Consumer Price Index, 1991-95 1/
Source: Data provided by the São Tomé and Príncipe authorities.
1/ Until 1996, the official CPI was subject to serious deficiencies in measurement and coverage and should be interpreted with caution.
Table 14. São Tomé and Príncipe: Official Consumer Price Index, 1995-96
(1995=100)
Source: Data provided by 1he São Tomé and Príncipe authorities.
Table 15. São Tomé and Príncipe: Financial Transactions of the Central Government, 1991-96
(In millions of dobras)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Includes payments to embassies as well as recurrent costs of projects in agriculture and social sectors.
2/ Includes outlays for technical assistance and other expenditures on social projects not associated with capital formation.
Table 16. São Tomé and Príncipe: Central Government Revenue, 1991-96
(In millions of dobras)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
Table 17. São Tomé and Príncipe: Central Government Expenditure, 1991-96
(In millions of dobras)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Includes bonuses and allowances, except in 1993 and 1994, where they were recorded in wages and salaries.
2/ Includes recurrent costs of projects in agriculture and social sectors, as well as defense expenditures for 1990 to 1993.
3/ Includes outlays for technical assistance and other expenditures on social projects not associated with capital formation.
Table 18. São Tomé and Príncipe: Fiscal Indicators, 1991-96
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Excluding interest obligations, including grants.
2/ Excluding interest obligations, grants, and foreign-financed capital expenditures.
Table 19. São Tomé and Príncipe: Public Investment Program, 1991-96
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Until 1992, the energy sector was included in the water and sewage sector.
Table 20. São Tomé and Príncipe: Status of Nonagricultural Public Enterprises, as of December 1996
(In billions of dobras, unless otherwise specified)
Source: Data provided by the São Tomé and Príncipe authorities.
1/ Part of ENAMED.
Table 21. São Tomé and Príncipe: Monetary Survey, 1992-96 1/
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ As of November 1994, central bank data reflect corrections and improvements to the basic accounts, in particular, a more accurate estimate of foreign assets and liabilities.
2/ December 1995 stock data reflect regularization and liquidation of the outstanding operations of the former BNSTP, while flow data exclude these adjustments.
3/ After foreign exchange valuation adjustment.
4/ In 1996, excludes the budgetary use of counterpart funds (Db 8.1 billion), but includes the reclassification of public enterprise debt (Db 7.8 billion) as government debt.
5/ Without foreign exchange valuation adjustment.
Table 22. São Tomé and Príncipe: Variations in Monetary Aggregates, 1992-96 1/
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ As of November 1994, central bank data reflect corrections and improvements to the basic accounts, in particular, a more accurate estimate of foreign assets and liabilities.
2/ After foreign exchange valuation adjustment.
3/ In 1996, excludes the budgetary use of counterpart funds (Db 8.1 billion), but includes the reclassification of public enterprise debt (Db 7.8 billion) as government debt.
4/ Without foreign exchange valuation adjustment.
Table 23. National Bank/Central Bank of São Tomé and Príncipe: Summary Accounts, 1992-96 1/2/
(In millions of dobras; end of period)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ In March 1993, the National Bank (BNSTP) divested itself of its commercial banking functions and began operations as the central bank (BCSTP). The 1995 data reflect regularization and liquidation of the BNSTP’s outstanding operations.
2/ As of November 1994, data reflect corrections to and improvements in the basic accounts, in particular a more accurate estimate of foreign assets and liabilities.
Table 24. São Tomé and Príncipe: Summary Accounts of Credit Institutions, 1994-96
(In millions of dobras)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Excluding nonbudgetary counterpart funds.
Table 25. São Tomé and Príncipe: Structure of Interest Rates, 1991-96
(In percent per annum; end of period)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Between November 12,1993 and May 1,1996, commercial banks were free to set their lending rates, subject to a 22 percent minimum. The lending and deposit rates indicated for 1996 are maximum and minimum rates, respectively.
2/ Real interest rates calculated on the basis of end-of-period rates of inflation as estimated by staff.
Table 26. São Tomé and Príncipe: Balance of Payments, 1991-96
(In millions of U.S. dollars)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Includes late interest.
2/ In percent of exports of goods and services.
3/ Includes obligations to the IMF; excludes arrears.
4/ Includes obligations to the IMF and cash settlement of arrears.
5/ After grants.
Table 27. São Tomé and Príncipe: Composition of Exports, 1991-96
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Less than US$0.005 million.
Table 28. São Tomé and Príncipe: Composition of Imports, 1991-96
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Due to improved data classification between investment and “other” goods for 1996, these two categories are not comparable with those of previous years.
Table 29. São Tomé and Príncipe: Destination of Exports, 1991-96
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Less than US$0.05 million.
Table 30. São Tomé and Príncipe: Origin of Imports, 1991-96
Source: Data provided by the São Tomé and Príncipe authorities.
Table 31. São Tomé and Príncipe: Export and Import Unit Value, and Terms of Trade Indices, 1991-96 1/
(1987=100)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ In U.S. dollar terms.
2/ Calculated using export unit value indices of partner countries.
Table 32. São Tomé and Príncipe: Indicators of External Public Debt, 1991-96 1/
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Includes IMF.
2/ Current maturities and arrears rescheduled, refinanced, or forgiven.
3/ Includes arrears.
Table 33. São Tomé and Príncipe: Outstanding External Medium- and Long-Term Public Debt, 1991-96 1/
(In millions of U.S. dollars)
Sources: Data provided by the São Tomé and Príncipe authorities; and staff estimates.
1/ Debt with maturity of more than one year.
2/ Includes IMF.
3/ Includes African Development Fund.
4/ Includes debt to Portuguese financial institutions that was assumed by the Portuguese government and rescheduled in March 1995.
1/ Because of these changes in data coverage, however, comparisons across years should be made with caution.
2/ A brewery (Rosema) and a hotel (Miramar) were temporarily closed for restructuring and refurbishment in connection with.their privatization in 1995, a transportation company (Transcolmar Terrestre) was liquidated, and production at two other public enterprises, a meat producer (Encar) and a textile company (Agua Grande), was scaled down.
3/ In 1995 and 1996, improvement in data coverage on projects managed directly by foreign donors, which amounted to US$9 million and US$10 million, respectively, also contributed to a strong increase in absorption and a resulting decline in domestic savings relative to previous years.
4/ The price of petroleum products remained constant from May 1996 to the end of the year, in contradiction with a predetermined price structure formula (Table 11). Nevertheless, the average price in 1996 was higher by 37 percent in the case of gasoline, and 52 percent in the case of diesel and kerosene than the average price in 1995 (Table 10).
5/ Following the reelection of President Trovoada in July 1996, the coalition government was dissolved in mid-September, leaving a void that lasted until a new coalition was finally installed at end-November.
6/ In fact, the credit window of this bank, which had extended a large number of nonperforming loans in 1994, was supposed to have been closed since September 1995.
7/ Import data as prepared by customs continued to be deficient in several respects. For example, 1996 data supplied by ENCO indicated that imports of petroleum products were more than twice as high as those recorded by customs.
8/ The substantial increase in the current account deficit in 1995 was largely due to better coverage of imports of services.
9/ In December 1994, the central bank allowed the official rate to float by tying it to an average of market rates. The official exchange rate is calculated daily, based on the weighted buying and selling rates in the parallel, bureau de change, and commercial bank markets of the previous day. Also, exchange taxes on invisibles and on trade related exchange transactions were reduced in 1995.
10/ Concerns about quality reflected mainly the need to diversify export partners since changes in eastern Europe, because, in the past, cocoa had been exported almost exclusively towards East Germany.
11/ Typically, leasing contracts are for at least 10 years; they extend in some cases to 20 years.
12/ Set initially at 70 percent, it was selectively reduced to 50 percent in May 1996 for exporters who were able to demonstrate the need for additional foreign exchange.
13/ Access to financial services (both saving and credit instruments) had been limited almost exclusively to the main cocoa exporters, state enterprises, and the organizations in charge of investment programs.
14/ At end-1996, deposits collected by rural savings and loans institutions and lending made by them reportedly represented less than 1 percent of demand deposits and credit to the private sector, respectively.
15/ The lower share observed in 1996 (US$2.3 million) is mostly due to delays in disbursements resulting from the temporary accumulation of external arrears.
16/ The evolution of personnel costs recorded by the Treasury, however, only accounts for part of the changes, as some personnel costs are recorded incorrectly as transfers to public entities (including salaries paid to deputies at the National Assembly) and as defense expenditure.
17/ There were 132 positions identified as “political” positions.
1/ The weights are based on the recorded dollar value of the previous day’s transactions in the commercial and bureaux de change markets, and an estimate of the dollar value of transactions in the parallel market. According to the central bank data, the vast majority of foreign exchange transactions are effected through the commercial bank, while the market share of the bureaux de change is virtually nil.
2/ Currently, the BISTP does not remunerate these deposits, but it also chooses not to remunerate any other type of deposits.
3/ The mandatory export surrender requirement was reduced to 50 percent on May 1, 1996, for exporters able to demonstrate a need for additional foreign exchange to finance imported inputs.