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DEBT IN EASTERN AFRICA: Addressing Core Challenges Arising From Management of Public Debt at Regional Level.



A CONFERENCE REPORT ON DEBT IN EASTERN AFRICA. 
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1.1	INTRODUCTION
UDN in partnership with AFRODAD organized an Eastern Africa debt conference from 28th
-29th September 2017 to invigorate the discussion on public debt management in the region with special focus on addressing the consequential challenges. The two-day conference held at Golf View Hotel, Entebbe-Uganda drew a total number of 44 participants, including representatives from government institutions (particularly Ministry of Finance), Parliamentarians, Development Partners, CSOs and media within the region. The youth and women were also fairly represented. Countries represented ion this conference include: Uganda, Zimbabwe, Rwanda, Tanzania, Zanzibar, Somalia, South Sudan and Kenya

The conference objectives were:
1. To provide a platform for the debt sustainability discourse while advancing possible remedies to the rising debt levels in the Eastern Africa region.  
2. To advocate for the adoption and implementation of Principles of Responsible Sovereign Lending and Borrowing.
3. To advocate for a sovereign debt workout mechanism that protects the interests of all countries and all creditors and debtors at the multilateral level.
4. To popularize UN General Assembly set of nine Basic Principles for Debt Restructuring Processes, adopted in September 2015.
5. To pressure African governments at national levels to improve their capacity to manage public debt.

2.1	BACKGROUND AND CONTEXT.          
The African Forum and Network on Debt and Development in Zimbabwe works to influence African governments to institute and implement sustainable debt policies with transparent, accountable and efficient mechanisms for mobilization and utilization of their resources. Similarly, Uganda Debt Network  works to generate advocacy expertise that influences people-based and accountable public resource management in Uganda.  With their niche on issues of debt and their active participation during the debet relief campaign in 1996 under the HIPC initiative, the two CSOs work with like-minded partners including CSOs, governments and development partners to effectively deliver on their mandates. 

In line with this, and in light of the rising debt levels in the Eastern African region and the African continent as a whole,  AFRODAD and UDN deemed it necessary to organise a forum for stakeholders and regional representatives to discuss the dynamics of debt and the related challenges  in light of economic sustainability in the Eastern African region. 
The conference was also aimed at sharing country experiences for learning purposes and documenting best practices. At the end of the conference, participants were expected to draw a roadmap that would guide the advocacy journey towards ensuring that the longer term objectives of the conference are realised including the adoption and implementation of principles of responsible sovereign Lending and Borrowing. This would also be key in ensuring that the network of organisations from the different countries formed is operational but also supports its members to effectively advocate for prudent debt management in their countries.    
3.5  OVERVIEW OF THE WORKSHOP SESSIONS

Welcome Remarks and Key Note Address: By Patrick Tumwebaze, Executive Director .UDN
Mr. Patrick Tumwebaze, the Executive Director of Uganda Debt Network (UDN) led the welcome remarks with a warm welcome to the participants from both Uganda and abroad and thanked them for honoring the invitation to such an important meeting. He elaborated on the purpose of the conference whose aim was to seek solutions to the development problems that are fundamental to the common destiny at individual, national, regional and at global levels. He noted that the conference was jointly organized by the African Forum and Network on Debt and Development (AFRODAD) and UDN and that the partnership of both UDN and AFRODAD dates back to the time of their formation in 1996, since both organisations have a common history and similar mandate. He emphasized the centrality of debt Management to economic sustainability particularly in light of the shared characteristics, heritage and destiny as African states, particularly the Sub Saharan Region. He especially recognized the participation state and non-state actors including development partners and noted the significance of citizens’ involvement in regard to decisions on debt contraction, management and repayment. He called on governments and the political leadership to ensure transparency and accountability in debt contraction and overall public resource management. On behalf of civil society, he committed to ensure that the efforts of government are complemented by offering input through research based advocacy and representation of the views of the common man, woman and child. He concluded by calling upon all stakeholders present to make this kind of platform a perennial event to encourage regular sharing of best practices, alternative options to challenges and self-assessment of progress on managing the debt situation in the dynamic operational environment.

In his remarks, Dr. Farnwell Bokosi, the Executive Director of AFRODAD once again welcomed participants to Uganda and revealed that AFRODAD has been working on issues of debt in the region for long. He also pointed out that AFRODAD in partnership with UDN and other like-minded partners in the region embarked on the HIPC campaign for debt relief for African countries which was successful and African countries were granted relief. He however noted with concern that despite advocacy on prudent debt management by regional governments, analyses done by AFRODAD, UDN and other CSOs reveal that debt is on the rise again as opposed to reducing and that the nature and composition of debt was changing away from the traditional official creditors (with whom debt relief was possible) to private creditors who are purely commercial. Moreover, the repayment of these loans is based on revenue from commodity prices. He cited examples of countries like Zambia and Gambia, who have gone back to the World Bank for debt relief because gold prices and copper prices had dropped. He posed important questions that needed to be answered during the 2 day conference, i.e; “if the international community tells us that debt is sustainable”, “what does this mean? Are our governments taxing people beyond their means? What mechanisms are to be used to manage debt? What principles need to adopted by policy makers to control debt? Is debt an issue in Eastern Africa? If yes, how should we deal with it? If not, what else do we need to deal with? What is the growing role of civil society, government, politicians, etc on debt management? Is borrowing as a necessity? Can we approach this as a region?” In his concluding remarks, Dr. Bokosi thanked everyone for sparing time to participate in the workshop, noting that though borrowing can be used to supplement domestic resources, if too much borrowing is done, then a lot of domestic resources will be spent on servicing the debt. He emphasized the need to cautiously manage debt and avoid undesirable long term impact on the development of the region and its future generations but also encouraged the countries represented to draw lessons from each other and share possible solutions to their challenges.

Key Note Address: By Professor Ezra Suruma – Senior Presidential Advisor on Planning & Economic Development, Chancellor Makerere University, Head Delivery Unit –OPM and UDN Board chair
In his key note address, Professor Ezra Suruma accentuated the complexity and controversy of debt issues. Some of the controversies he noted were the Minister of Finance, Uganda confirming that Uganda’s debt is sustainable yet the MPs on the other hand say otherwise. The Parliamentary budget committee were of the view that Uganda’s debt is unsustainable.  They noted for example that out of the total resource envelope of UGX 29,992 billion for FY 2017/18, only 44.8% was available for discretionary spending and the balance earmarked for debt serving and project support. He encouraged caution in acquisition and utilization of debt and encouraged participants to bring some light on the difficult issues of debt to avoid slipping back into unsustainability because the rate at which the debt is growing is worrisome. He thanked AFRODAD, UDN and all contributors to the organization of the conference. 

3.2	SESSION 1: Public Debt Accumulation in Eastern Africa

East Africa Regional Debt profile: By Mr. Tirivangani Mutazu -AFRODAD -Senior Policy Analyst Debt Management, AFRODAD

Mr. Mutazu quoted the African Economic Outlook (2016), that East Africa is the fastest growing regions in Africa partly owing to commodity exports such as oil and minerals, with a growth rate of 7.2% in 2013, 6.5% in 2014, and 6.3% in 2015, with the decline in 2014/15 attributable to weak international commodity prices and political conflicts in Kenya, South Sudan, Burundi, Somalia, and DRC.  He further noted that Djibouti, Ethiopia, Rwanda and Tanzania are amongst the fastest-growing countries in the world with growth between 6% and around 10%. He however noted that the volatility in the growth of South Sudan was attributed to the disruptions and resumptions of oil production and ongoing conflicts while for Somalia, increased donor support helped secure progress in peace and state building. That notwithstanding, Somalia has a dynamic private sector in the more stable regions. 

He also expressed concern that public debt still remains one of the main economic policy challenges facing most East African governments with the regional total debt stock showing an incremental trend from 2006 to 2014, where the stock was at $34.854billion in 2006 and increased to $68.338billion in 2014. This, he said was unsustainable and has huge potential to plunge the region into an economic crisis. The rise in debt stock has been driven by Rwanda, Kenya, Madagascar, Uganda and South Sudan who have been borrowing heavily since 2007 from international markets and domestic markets. 
He blamed high public debt accumulation in the region on declining official development assistance especially grants, increased domestic borrowing, larger budget deficits, external shocks and new borrowing opportunities. 

Mr. Mutazu shared some country highlights on domestic debt with Kenya taking a relatively large size by regional standards at $16 billion by 2016 according to the Central Bank of Kenya; As of 2014 Rwanda’s domestic debt represented 23.9 per cent of total public debt; and Burundi’s domestic debt was 42% of total debt at the end of 2011. In 2008 domestic debt in Tanzania had declined to 14.3% from 14.5 % of GDP in 2006 and at end of 2014 it was 7% of GDP. Sovereign bond issues have contributed to economic development. Some countries use funds to contribute to development goals such as for infrastructure yet others spend on political activities which have no development impact on their economies hence the need to borrow and service their debt. Mr. Mutazu noted that according to the debt sustainability assessments done jointly by World Bank and IMF for low income countries, in 2015 Tanzania, Rwanda, Kenya and Uganda were assessed to be at low risk.  Comoros, Ethiopia and South Sudan were found to be of moderate risk while Burundi and Djibouti were found to be at high risk. 


Public Debt accumulation for Uganda and lessons for Eastern Africa: By Mr. Julius Kapwepwe Mishambi - Director of Programmes, Uganda Debt Network; 
Mr. Kapwepwe shared about the Ugandan situation and noted that Uganda’s debt accumulation was very worrying with the total Public Debt (Disbursed; Outstanding; Undisbursed) by June 2017 in excess of $13 billion. The ratio of domestic debt to private sector credit surpassed 100% as opposed to the 75% threshold set out in the Public Debt Management Framework (2013). He voiced concerns of Government being the largest borrower from the domestic market with the risk of crowding out the private sector hence affecting the growth of the economy that is always said to be private-sector led. Even with reforms like establishment of the Debt and Cash Management Unit in 2014, under MoFPED and the Public Finance Management Act (PFMA), 2015 for improved management of public sector finances & accountability, the debt situation continues on an upward trend. 

Some policy proposals to remedy the situation advanced were; a policy shift to widen the tax base and generate more revenue domestically; balance between public investment and macroeconomic stability; increase linkages between public infrastructural investment and rapid growth areas to expand productive capacity of Eastern African economies as well as Squarely dealing with realities of a political governance across the region. He stressed that responsible borrowing where the values of transparency, accountability and prudent management were prioritized was the way to go.

Discussion and emerging issues;
The discussion following the presentations on public debt accumulation in Eastern Africa was very engaging, with participants sharing experiences, giving comments as well as way forward on how to effectively manage public debt in the region. Key highlights focused on;
The role of Politicians: Participants were concerned that politicians heavily influence the debt contraction and management processes with minimal attention to the loan conditions while pushing the technocrats to the backside. This was attributed to the growing need to gather support from the citizenry and fulfill their pledges for instance infrastructure improvements, creation of new districts and voter bribery inter alia. This was noted as a leading factor for borrowing by countries to service their debt obligations since borrowed resources are not always spent on revenue generating projects.
  
Limited capacity of policy makers: it was increasingly evident from the discussions that members of parliament who are critical especially in the loan acquisition process most times do not possess the basic skills to analyse and appraise the loans before approving them. For example in Uganda the minimum academic qualification for one to qualify as an MP is a senior six degree. Due to this limited knowledge and skills, most of them endorse the loans because they do not want to read the voluminous loan documents which they would not understand anyway.
 
Measurement of Debt Sustainability: There was a general concern that the measurement of Debt Sustainability Analysis (DSA) using thresholds was very misleading. Governments usually depend on tools developed by creditors to measure debt sustainability, which seems to paint a rosy picture (leaving out things like contingent liabilities). We therefore need to develop our own tools to measure this.
Absence of coordination among government agencies: one of the reasons advanced for the poor absorption of loans, which in turn contributes to the rising debt, was the lack of coordination among government ministries. Whereas the Ministry of finance for instance in Uganda, is charged with identifying potential creditors and negotiating loans, some of these were done without the knowledge of the ministries that were to receive such funds. This meant that there was no planning prior to loan acquisition hence low absorption of funds and susceptibility to mishandling. In addition to this members were in agreement that most of the technicians involved in loan acquisition lack expertise in bargaining thus the need for training in this area as well as acquiring experts that can get the best bargain for our countries.

Complexity of debt issues: during the plenary, it emerged that debt is indeed a complex subject for most citizens. Without a doubt the few individuals who are well versed in this field have presented it as very hard to explain to a layman and to make them understand, to the detriment of the citizens who cannot demand accountability for their fair share of taxes.  A proposal was made of extending the debt debate to universities. 

Bulk loan negotiations: There was concern among participants that different countries in the region were borrowing more from the bilateral donors as opposed to the multilateral donors albeit on different terms. They wondered why the terms and standards of a loan, were different even when they were received from the same donor, citing the example of the Standard Gauge railway in East Africa. The need for an East African transport masterplan was underscored, so that bulk negotiation of loans can be done to ensure that the region receives reasonable interest rates on the loans acquired. However, officials from the Ministry of Finance seemed to disagreed with the proposal of joint negotiations, noting that since each country was borrowing at different interest rates as well as on payment terms, this may be a bit difficult to implement.
A concern was raised on the mismatch between what is borrowed and on what projects we are spending these funds on. For instance, it was observed that some long term projects were being financed by short term loans. Where does this leave our countries? How do we navigate this situation?
As a way forward participants considered it imperative that citizens must be at the centre of debt acquisition and management. That they therefore must be helped to understand the subject to be able to participate effectively. This was deemed the role of all stakeholders for instance Civil Society including AFRODAD and UDN could carry out financial literacy for the masses especially the younger generation in schools and Universities.



3.3	SESSION 2: Transparency and Accountability on Public Debt
 
3.3 1	Public Debt Borrowing
Presenters:

Mr. Tirivangani Mutazu -AFRODAD -Senior Policy Analyst Debt Management; informed participants that the role of Parliament in the borrowing process is weak because in most cases loans are only sent to Parliament for ratification. This has rendered the legislature ineffective in as far as loan scrutiny is concerned.  He further explained that the emerging debt crises are mainly due to the fragile governance of the countries in the region like weak law enforcement but also that some international financial agencies have provided easy access to their lending without focusing on the priorities of the borrowing country.
Amongst the key recommendations to help the regional countries manage debt was that countries must borrow only for productive investments and that short term borrowing is not ideal for long term investments because debt servicing will be a problem. The need for better and stronger laws on debt management was stressed with defined roles and responsibilities of stakeholders. This would also promote transparency and accountability. Mr. Mutazu also revealed that global debt networks had influenced the UN General Assembly to set out nine basic principles for the debt restructuring process and these were adopted in 2015. These principles included transparency, impartiality and majority restructuring.

Mr. Eyobo John – Director Debt Management Unit, Ministry of Finance, South Sudan; presented the challenges to effective debt management in South Sudan. He said that as the world’s youngest nation, the country is still grappling with establishing effective governance institutions in the drive towards economic development. He attributed the rising debt levels to exogenous shocks especially the civil war which greatly contributed to an estimated 85% drop in oil prices and reduced donor funds, yet oil is the country’s main source of income. He also pointed out that the government was set to borrow USD 91 Million to fund the 2017/18 budget yet 75% of its total debt is owed to the bank of South Sudan. Over 90% of the domestic debt was said to be short term with an average maturity of less than one year.  The rate and manner of domestic borrowing by the government is therefore of great concern. This has inevitably had adverse effect on the private sector borrowing which ultimately affects growth.

Discussion and emerging issues.
Commodity dependence – in reaction to the presentations, participants acknowledged the need to avoid over dependence on one commodity citing the case of South Sudan. They agreed that it is important to diversify exports especially by harnessing the potential that lies in some sectors and raise additional revenue to fund the countries’ development needs. In the case of South Sudan, they were advised to diversify the economy by reviving the agricultural sector. Uganda could for instance increase her coffee production. The domestic debt situation was also a lesson for the rest of the countries. 

Transparency and accountability – professor. Ezra Suruma noted that a huge part of our debt is not being used, and this is true for the case of Uganda.  Even with the setting up of the Debt Management Unit at the Ministry of Finance Uganda still pays heavily in interest for unutilized loans. He advised that consulting stakeholders before acquiring debt is a key component of planning for such funds, especially those who are to be affected by and those with interest in the particular project to which the loan funds are to be applied.  

Need for clear debt strategy and other tools- participants noted the importance of a clear borrowing strategy but also appreciated the necessity of developing their own tools on debt composition and sustainability tailored to their specific situations. This arose mainly because of the realization that relying completely on the tools of development partners like the IMF and WB has shown inconsistences with the situation, whereas the development partners tools show that debt is sustainable, information from these countries reveal otherwise.

The issue of debt is a business, middle men in the system have made it their business and this has raised the cost of these facilities. 

3.3.2	Role of Parliamentarians in public debt borrowing
Hon. Birahwa Mukitale , MP, Buliisa District, Uganda- explained that most PPPs are not driven by end users nor the Ministry of Finance but by contractors and their agents. These always bring their own human resources hence Ugandans lose out in terms of jobs and skilling. This is one of the reasons why these contractors always resist government entities from supervising them. He acknowledged that Parliament must always scrutinize the loan documents presented to them before approval. He proposed that Parliament makes it a requirement for such contractors to use local content and develop their skills as one of the conditions for approving loans. He informed participants that a bill was already presented to Parliament on the requirement for local content.

Regarding debt sustainability, he noted that this is only possible if Uganda has oil by 2020 thus highlighting the gravity of the debt situation that the country is in with a projection that the country will in the next five years be committed to a tune of $35bn over and above its own economy. He added that one of the biggest challenges facing Uganda is financing domestic borrowing which was to the tune of 6trillion in the FY 2016/17 budget. As opposed to creating a conducive environment that favours the private sector to become vibrant and create more jobs, government competes with the private sector in domestic borrowing, and has a lot of private sector arrears which are unpaid yet the sector has to pay taxes. This greatly encumbers the productivity of the sector and ultimately, the growth of the country.
He advised that it is imperative that we redefine our debt stock as a country for purposes of transparency since even the reports presented to Parliament annually on loans, grants and guarantees do not present a true picture of our debt in its entirety. Debt is projected differently with new modes of national commitment and debt not defined as debt yet they are Government commitments that are not open.
He also advised that on the path to regional development, within integration, interconnectivity is the way to go for instance the standard gauge railway in East Africa for it helps save costs when we bargain in block. As parliament he said that they require that sectors go on the ground and consult whenever doing project appraisals.
Plenary Discussion.
The following issues emerged from the above presentation
· Using Uganda’s debt strategy, the debate on concessionality of debt is of importance. For instance, when should the country decide to borrow on commercial or concessional terms?
· As we discus debt, we should be mindful of the tools being used to measure national debt. There are some recoverable costs (for instance those hidden in production sharing agreements) and some new modes of debt (such as contingent liabilities). 
· There is need for local content when implementing projects funded from loans. For instance, the loan agreements for Karuma and Isimba dams in Uganda were signed without ensuring local content. The government is now trying to lobby them to ensure that they promote the concept of Buy Uganda, Building Uganda (BUBU).
· There is a need for a systematic design of projects. For instance, in Uganda, most government projects are not coordinated, making them quite expensive to manage. For instance, why wouldn’t a country acquire all related loans at once? 
· When sectors are doing their loan appraisals, should consult the end users to inform the design of their projects. Members of Parliament should play an important role in ensuring that this is implemented. 

3.4 	SESSION 3: Sovereign Debt Restructuring
3.4.1 	Status of sovereign debt restructuring mechanism & UN Nine Basic Principles for Debt Restructuring Processes.
Presentation:
Regarding the Status of Sovereign Debt Restructuring mechanisms and the UN Principles for Sovereign Debt Restructuring, Ms. Magalie Masamba – Legal Policy Advisor/ OLP Fellow PPP Unit, Zanzibar Planning Commission resonated to the conference participants that Sovereign debt is still high on the development agenda of many nations. She noted that the UN assembly and the IMF inter alia have the issue as priority on their agenda. 
According to Ms Masamba, the current informal structure of commercial debt presents its challenges like lack of coordination with no global coherence on the complex data in terms of debt and sovereignty and it is the English and US laws that are always applied in courts. She also noted the uncertainty of creditors who are likely to pull out especially those with short bond maturity as a key challenge.  
She opined that the way forward in the circumstances should attempt to resolve the key issues on the most appropriate legal regime that would best solve the challenges and How to integrate the concerns of creditor and debtor, rich and poor, developed and developing states into a more predictable, transparent and fair system of sovereign restructuring. This approach would take into consideration the nine UN Basic Principles of impartiality, transparency, good faith, sovereign discretion, majority restructuring, sustainability, legitimacy, immunity and equitable treatment. 
She reminded participants that as we try to fit in the global debt puzzle, we must have at the back of our minds the dynamics of debt in the region and in Africa as a whole where Africa’s debt is on the rise (the average government debt of sub-Saharan countries rose from 39.5% of their GDP in 2012 to 45.5% in 2015) and the nature of the debt is changing for instance the share of concessional lending to Africa declined from 42.4% to 36.8% in the period 2001–13.

PLENARY SESSION
The following emerged from the above presentation
· Looking at the 9 principles on the UN, whose responsibility is it to ensure that they are enforced? If one defaults, is there any penalty?
· It was observed by most participants that borrowing was taking place outside most countries normal procedures. In some cases, the documents to be used in approval of projects are usually sent late, hence resulting into a rush in the approval process. Development partners need to respect the policies and procedures of the recipient countries.
· It was observed that there is a lot of duplication of projects. Every one (and every sector/department) seems to be doing and trying to protect their projects
· Members were concerned that the Chinese, particularly in Uganda were forming a cartel in their projects, especially on road construction. This means that we may have to go back to them for road maintenance
· Can we interrogate project support visa vie budget support?
· In most cases African countries, there are no African voices. Most of the key decisions are made by the foreigners
· On the element of responsible borrowing, we need to look at the governance aspect. Development needs to impact on the livelihoods of the people. How do we for instance hold the Executive and parliament in to account?

3.4.2 	The role the civil society in public debt contraction, management and solutions to sovereign debt crises.

Alexis Nkurunziza-Executive Director, Centre for Economic and Policy Priorities, Rwanda shared the Rwandan experience and explained that from 1994, there were no reserves in the Central Bank. However the country moved from total budget financing by donors in 1996 to financing 60% of its own budget in FY2016/17($225billion). He noted that Rwanda has established the Agakiro Development fund in 2014, in order to mitigate against debt financing, to deal with the scarcity of domestic financing. He observed that the country had undertaken a series of infrastructural developments (i.e $600 Treasure bonds for investment, construction of Kigali Conventional project, Drone project and other projects among others). He noted that in Rwanda, every financial year, the country allocates 5% of the total budget for debt payment. He noted with concern the limited level of awareness of citizens and civil society on issues of debt, especially the loan contraction processes. He informed members that there was limited transparency in government in the whole debt management and contraction processes in the country. This has made it very difficult for CSOs to hold government accountable

Mr. Say I'd Ali Hassan- Director Economic Policy and Development, Somali Disaster Resilience Institute SDRI gave a brief background of the situation in Somalia which was seemingly bright after the country’s independence but soon accumulated substantial debts during the cold war and financial policies slipped out of control. This strained relations with its creditors hence Somalia never borrowed nor serviced its public debt after the 1990s. The country’s present indebtedness includes an estimated $5.3 billion to multilateral and bilateral creditors and $1.5 billion to international financial institutions. This state of affairs has negatively affected Somalia’s ability to access resources for reconstructing the country in the drive towards growth and national development. Somalia is one of several African countries that were required to prepare and implement Interim Poverty Reduction Strategy Papers (PRSPs) as a condition for debt relief. The country is now working with her creditors exploring ways to qualify for relief under the HIPC initiative. After reaching the HIPC Completion Point, Somalia and its creditors must therefore reconstruct the debt database that was destroyed during 20-plus years of civil war. 
One area of concern that the presenter pointed out was that unlike other African countries, Somalia does not have accurate and up-to-date records on debt. Most of the records were destroyed during the way, making it very difficult to establish the actual total debt stock of the country. Moreover, some of the government officials that signed the loan agreements were killed during the war. 
Mr. Say I'd Ali Hassan concluded by calling upon the civil society to work closely with the government to ensure transparency and accountability in debt contraction and management, particularly in Somalia

PLENARY SESSION AND EMERGING ISSUES
· What is the level of CS growth in engagement on issues of debt? How are we organizing ourselves to be able to demand, structured engagement with Parliament and Government?
· As CSOs, are we are able to push the agenda on dent at all levels? How best do we support other CS organizations on this cause?
· The issue of information is important. Somalia data for the last 20years was wiped out which is challenging. Somalia lacks data on old loan contracts, loan amounts etc. Civil society in Somalia could engage the various donors to advocate for debt relief/forgiveness so that the country can start on a fresh page and re-construct its records on debt.
· The capacity of CSOs on issues of debt needs to be built. This will help them effectively monitor loan contraction and implementation of projects financed through loans.
· Some Government information misleading and doesn’t have facts, for example Government Budget websites. How do we work with governments to ensure that the citizens are able to access up-to date information on debt on their websites?
· How do we raise the bar to have the capacity to discuss issues of debt at a higher level? For example, Journalists should have critical training on debt beyond the presentations to be able to engage at a higher levels and report on more technical issues (e.g on issues of DSA).
3.5 	SESSION 4: Presentation of Case Studies 
PRESENTERS 
AFRODAD Study: Debt Management in Africa: The case of Rwanda – Tirivangani Mutazu – AFRODAD Senior Policy Analyst Debt Management.
Debt Management in Africa with special focus on Rwanda’s loan contraction and debt management was given by Mr. Tirivangani Mutazu, AFRODAD Senior Policy Analyst Debt Management.  He emphasized the importance of appropriate legal frameworks and structures to guide the acquisition, effective management and monitoring of utilization of public debt. He advised governments in the region to apply contracted debt to areas that advance economic growth, development and poverty reduction.  
Rwanda’s public debt was on the rise from 1996-2003 but after 2006 following the HIPC and MDRI initiatives, it dropped drastically from 90.78% to 26.5% of GDP and the government has since made progress on improving debt management. In nominal terms, loan contraction has led to considerable growth of the debt stock which is now higher than it was before the debt relief period. 
The external debt is composed of loans from EXIM-India, EXIM-China and Kuwait, commercial loans which constituted 31.6% of the total external public debt as at end of June 2014 and the Eurobond which accounted for 19.1% of total public external debt and 14.7% of the share of the total debt as at end of June 2015. External public debt in Rwanda constitutes the greater portion of total public debt and in 2015 as an example, out of the total public debt of 26.2 % of GDP, domestic debt was only 8.3%. 
Rwanda’s public and publicly guaranteed debt was said to be sustainable according to the WB and IMF Debt Sustainability Analysis tool. A sustainability analysis conducted in August 2014 also revealed that Rwanda’s PV of debt to export stood at 114.7% compared to the level of 93.7% in 2013. In comparison to other Eastern Africa countries, Rwanda has a smaller public debt stock (as %of GDP). However with the increase of debt especially during the period after debt relief , Mr. Mutazu anticipated that the source of risk to debt sustainability will be servicing of more expensive forms of debt, such as commercial borrowing, which was observed to be on the rise to advance key infrastructure projects.

Dr. Fred Muhumuza shared the experience of Uganda with regard to debt, key issues and remedies. He noted some of the serious underling problems such as;
1. The current problem of underestimation that has led to restricted definition following what is ‘officially’ contracted through formal processes/Parliament.
2. The overreliance on the World Bank DSA framework is misleading as it was largely intended for internal use and more so during times of HIPC & MDRI that have changed. The Bank’s DSA is not suitable for:  Highly Non-concessional debt; High frequency debt like Sovereign bonds; PPPs; and the current deterioration in governance following weakening of institutions. 
He observed that Uganda has concentrated largely on investment in infrastructure which has not only increased debt but also undermined other services hence the current increase in poverty from 19.7% (2012/13) to 27% (2015/16). This shows increasing risk to attainment of long-term goals and objectives. In 2017/18, debt repayment will take Shs 9.9 trillion (about US$ 2.7 billion) which is 34% of the total budget of Shs 28.9 trillion (about US$ 8.3 billion). He said the trend at which debt repayment is should worry the country.
The Auditor General in his 2006/7 report hinted on hidden debt and weak institutions with the purchase of Equity in Kasese Cobalt Company Limited (KCCL) through Kilembe Mines Ltd as a case in point where government of Uganda acquired loans from the European Investment Bank for the purchase. The loan was to be repaid from dividends and cash distributions from KCCL in respect of this equity Investment. However no dividends have been forth coming from KCCL to pay the loans and by the time of the Audit report the loans had not been repaid and the principle and interest had accumulated to Shs 20.6 billion and Shs 1.5 billion respectively.
In light of the sporadic growth of Uganda’s public debt from US$1.9 billion (2008/2009) to about US$11 billion in 2016/17, he opined that the basis for assessing debt should change.  The parameters for judging debt stress should be revisited following the near decade of slow or no growth for the global economy. He was also of the view that it is time for an independent methodology and assessment entities and not active lenders in the non-concessional lending era.

Plenary Discussion of the Case Studies 
· Participants expressed the need to deal with the issue of confidentiality and non- disclosure. They expressed concern that if this is not clear, then we are dealing with the problem superficially
· A concern was raised about Uganda’s public debt (particularly domestic debt), noting that though the maturity period of some debt instruments (to the tune of about 6 trillion Uganda shillings) had been registered, the country was paying the loan principle but instead the interest on the loan, hence the country is instead carrying the debt forward.
· Land acquisition in road projects is part of counterpart funding. When we fail to do counterpart funding then we have failed. Debt Restructuring is already happening in most countries. Issues of compensation on key loan projects– it was reported that some people were being evicted to build a road and they have not yet been paid to date. Counterpart funding is important, hence we need to look at it critically.
· Since the issues of Debt are very technical, there was a need to be innovative on how best to engage the population so that they are aware of what is going on in our countries 
· There was a concern that despite the existence of a number of Infrastructural projects, poverty levels were still high.  For example Ministry of Water and Environment allocated a total of 2.5billion Uganda Shillings for Karamoja to construct dams – 500m was to be used for commissioning, supervision etc. Very few people are now utilizing the dam. 
· Participants requested both AFRODAD and UDN to deal with issues of confidentiality about debt.
· Need to clearly define debt, the true picture of the state of the economy, recoverable costs of oil etc. 
· It was noted that most governments have lost a lot of funds in the form of subsidies. Moreover, some of them do not translate into a reduction in prices of basic commodities. An example is the Bujagali dam subsidy granted to Uganda, which has not translated into a reduction in the cost of power in the country. If this borrowing is giving us more expenses we need to be able to find what works for us.
WAY FORWARD 
Br. Fanwell Bokosi led the session on the way forward. He tasked participants to develop guiding questions as well as an action plan on what immediate things needed to be done together, as well as the areas that needed further research. In addition, the discussion also had to encompass issues such as that of addressing the core challenges arising from the Management of Public Debt at Regional level, what could be done at regional, and national level. The following questions/issues had to be looked at as part of the way forward
· What are the Issues sofar on debt?
· How do we organize ourselves to make a big impact? Do we need to raise the bar?
· In terms of  Capacity building, what are the key areas to focus on? 
· Should debt be a technical or political debate or both? If both, at what level do we go political or technical? Which one takes precedence?
· What are the things we can do immediately? What might be done in the short or long term?
· Are there other organizations that have similar initiatives where we can collaborate on?
· How are we going to co-ordinate if it is one organization?
· Have some organizations committed funds to these activities? 
· We need to do a lot of co-ordination as a region. How can we learn from each other? How best can we preserve our records?
Some of the feedback generated from the participants include:
· The need to move away from the Technical and Academic discussions of debt and devise ways on how to take these discussions to the Civil Forum to easily be understood by the common man.
· The need to utilize existing platforms such as IGAD, as well as various economic blocks to advance the discussions on debt. These could also act as entry points at various levels
· Funding –  we need to advocate for  a special facility for this specific critical issue to establish a particular kind of support.
· Policy and engagement – need to engage with Government and Civil Society more positively on same interest on developing the country and improving the welfare.
· The dynamics are changing on ways to engage. We need to change tactics on the way we engage 
· Capacity building on Public sector – need to link debt on technical side of our Government by choosing wisely what projects whether to outsource or not so as to transfer these skills to our local people. 
· Diversification – since in some countries, debt is linked to commodity prices such as copper, oil etc, we need to effectively lobby relevant key players to ensure that the contracting of debt is not linked to commodity prices  
· We need to develop new ways of measuring our Debt sustainability (using relevant indicators) and not relying on the methodologies developed by the various donors 
· Issue of Technical competences needs to be solved in house 
· How do we link debt to growth and production? As well as linking debt with the fiscal responsibility of Government such as other ways of public spending, domestic borrowing etc. Linking debt back to taxation issues. Also link debt to Human rights, democracy etc. 
· Access to critical debt information and investment in relationship building especially were the information is not easily accessible. How do we build relationship with our Governments - how based can we access information from our own Governments and institutions. This could entail:
· Sharing information on debt at national and regional level – i.e various work being done by the civil society on debt.
· There is a need to Simplify debt materials so that they can easily be understood by an ordinary citizen
· Since some Governments are increasing the debt burden on the citizens, there is need to bring the citizens to the core of discussing debt management- Coming up with regional framework to be able to see what other countries are doing on debt management.
· There is need for Research and coordination amongst the respective players within and outside the region. This could encompass issues such as conditions for good loans across the country and debt sustainability reports across the various countries. 
· Stakeholder analysis: who should we be engaging with? Who else should be in this discussion? We need to involve the citizens in the discussions. Who can come on board?. The issue of Engagement – with the emerging regional projects which bind government hence need to engage also regionally as well. Putting in mind the political and technical issues.
· We need to decide on the right narrative that needs drive this discussion on debt – i.e the formulas, frameworks that we are using. AFRODAD, UDN to take lead on this. How do we align these to our development needs to challenge the IMF, World Bank, National Governments and strengthen our capability to capture data for policy formulation?
· What is the true North of debt?– proper way of framing could be on jobs for the unemployed. Politics – CS should mount pressure on government to justify the need for borrowing instead- to safeguard against borrowing carelessly. 
· Regional framework – AFRODAD could take lead and use its regional networks to amplify the debate on debt
· Communications – capturing and documenting what we discuss here to be communicated effectively. If the Regional framework can be a source of communication and pressure to bring about change in a short or medium term for the message to be put out clearly.
· Networking. There is need for constant communication among the debt players within the regions, instead of waiting for a conference for some of these issues to be taken forward.
· Accessing our impact – we need to evaluate the work we are doing and whether its creating impact on National Budgets, National development plans etc. 
· We need to challenge issues of integrity, transparency, morality – we need to link debt with corruption and know that corruption has undermined procurement and debt management and individuals have enriched themselves at the expense of the people.
CLOSING REMARKS
Dr. Fanwell Bokosi – AFRODAD Executive Director.  Dr. Fanwell thanked participants for their active participation throughout the two days of the workshop. He noted that we (as a continent) need to start having discussions of debt at sub regional levels, emphasizing the need to keep the momentum in our countries. He challenged members to give themselves a period of about 4 weeks to develop a statement on issues of debt, which could be signed by the citizens of the different countries. This document could be publicized in all participant countries
Mr. Edward S. Gaamuwa – Board Vice Chairperson - UDN vice Chair – Appreciated AFRODAD, UDN and the various presenters, as well as those that had participated in the research on debt.  He noted that generally, debt was on the rise in most African countries. He noted that there was a misfit between projects and debt arising from poor negotiations and priorities. He called upon the different players and stakeholders to sensitize the communities to ensure that they participate in monitoring the implementation of projects financed through debt to ensure that it benefits all citizens. 
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