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EXECUTIVE SUMMARY  

WHILE NIGER HAS MADE GOOD PROGRESS OVER THE PAST SIX YEARS, MAJOR 
CHALLENGES REMAIN IN ACCELERATING GROWTH AND ACHIEVING THE MDGs 

1. Over the past 45 years, Niger has not been able to sustain high economic growth rates.  
Short lived increases in growth are typically due to the uranium boom in early 1970s and/or exceptional 
rainfall. Despite the respectable growth levels achieved during the uranium era and since 2000, per capita 
income today is only about US$230 -- roughly the same level as in 1976 and about half that of 1980.  

2. After the lost decade of the 1990s, 
marked by political turmoil and economic 
decline, Niger has introduced significant 
reforms and revived growth, especially in the 
past six years.  A wave of reforms measures 
generated renewed confidence and this translated 
into strong growth. Real GDP grew at an average 
4.4 percent per year between 2001-2005, implying 
an increase of about 1 percent in per capita income 
per year, compared to -1.4 percent per year during 
1990-99.  

3. The development strategy articulated 
under the poverty reduction strategy (PRS) has 
placed growth and poverty alleviation at the 
center of Niger’s development agenda. To date, 
the PRS has registered some notable 
achievements. Social indicators have improved 
mainly due to investment in infrastructure. This 
has enabled Niger to address the supply constraints in social sectors, including education and health. 
Progress has also been achieved on the structural front, albeit slowly. The Government has reinforced 
public finance management, advanced external sector reforms, privatized state-owned and loss making 
public enterprises, reformed the banking sector and initiated regulatory reforms.  

4. However, the growth has not been sustained, and, therefore, the incidence of poverty has 
not declined. Clearly, the challenge of generating faster growth and reducing extreme poverty and 
human vulnerability remains unresolved. It is important to note that growth was not sustained even 
during 1970-80 -- a decade of great promise for Niger.1 Rather, growth patterns have been volatile. 
Equally troubling, economic growth is failing to robustly pull ahead of a rising demographic growth 
(population growth is estimated at 3.3 percent per year, the highest in the world). Recent evidence 
suggests that the incidence of consumption poverty has not declined between 1992/93 and 2005.2   

                                                 
1 During that decade real GDP grew at an annual average of 1.6 percent and income per capita based on PPP stood at US$533, 
equivalent to that of India and Indonesia over the period 1975-80. The savings rate averaged 7.9 percent of GDP during 1971-80. 
Niger attracted huge flows of foreign direct investments, mainly directed to the uranium sector and investment averaged 17.4 
percent of GDP (higher than that of Mauritius). Exports averaged 19.1 percent of GDP, comparable to the levels of Philippines 
and Thailand, and far higher than those observed in many Sub-Saharan African countries with a similar level of development.  
2 A recent unpublished Government of Niger and World Bank estimate suggests that the poverty rate was 62 percent or 65 
percent at end-2005, depending on the methodology used.   
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5. Despite the renewed policy goal of 
economic diversification, Niger’s economy 
remains largely dominated by agriculture. 
This makes it extremely vulnerable to risks, 
with weak resilience to climatic fluctuations 
and changes in the terms of trade. The 2004 
drought and locust attacks underscores the 
fragility of the agriculture-led-growth strategy. 
As agricultural growth collapsed by more than 
13 percent, it lead to an overall fall in economic 
growth, estimated at -1.6 percent – which is 
more than 4 percent in per capita terms. The 
prolonged drought triggered a food crisis 
affecting a quarter of the population and 
resulting in malnutrition and diseases, especially 
amongst children. Yet, in Niger, there is an 
untapped growth potential in agriculture and 
related sectors -- the prudent exploitation of which may contribute to high growth rates and the 
overarching goal of poverty reduction.  

6. Clearly, the developmental challenge of sustained dynamic growth in order to achieve the MDGs 
requires determined policy actions on a broad spectrum of sectors. Specifically, this would require the 
connection of the poor to markets. This, in turn, would assist in increases in their income, building of 
their assets, and facilitating their access to basic social services to escape the existing poverty-trap and 
promote development.  

ACCELERATING GROWTH AND ACHIEVING THE MDGs IN NIGER WILL REQUIRE 
BOLD POLICY ACTIONS WITH A STRONG EMPHASIS ON INFRASTRUCTURE  

7. Niger will need stronger and more dynamic growth rates to meet its development 
challenges. Trend-based projections using Niger’s macroeconomic model show that higher growth rates 
are a sine qua non for the country to sharply reduce poverty and achieve the related MDGs. Long-term 
reduction in poverty will also depend on income distribution. However, as economic theory and 
experience informs us, shifts in income distribution tend to occur gradually and may even worsen in the 
initial phases of accelerated growth and economic development. Under the assumption that the population 
growth would remain constant at its 2004 level of 3.3 percent and keeping the aid-to-GDP ratio constant 
at its 2004 level of 17 percent, real GDP per capita would increase in Niger by 3.9 percent on average 
over 2007-2015. Assuming a neutral poverty-growth elasticity of -1, poverty would fall by 17 percentage 
points from 67 in 2007 to 50 in 2015. This would mean that Niger would not only fail to halve poverty by 
2015, the other MDGs would also not be achieved. These projections suggest that under the current 
macroeconomic trends (which are quite good) Niger would not be able to meet the MDGs. Higher and 
sustained growth rates are needed.   

8. Yet, Niger’s growth potential is mired in a pervasive vicious circle, the convergence of 
which compromises the country’s ability to escape poverty and claim its place among the successful 
growth countries in Sub-Saharan Africa.3 Poor initial condition aggravated with negative self-
                                                 
3 A recent unpublished World Bank paper, entitled “Policy, Aid and Performance in Africa: the G11 and other Country Groups” 
By F. Bourguignon et al. indicates that a group of 11 African countries (G11) have been successful in sustaining high and 
dynamic growth rates over a ten year period (1994 to 2003). The G11 includes poor and non-oil exporting countries: Benin, 
Burkina Faso, Cape Verde, Ethiopia, Ghana, Mali, Mozambique, Rwanda, Senegal, Tanzania, and Uganda. These countries also 
have received high levels of aid and growth has been poverty-reducing. Note that the cut-off point for growth was set at the 
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reinforcing cycles has locked Niger into a low-growth equilibrium. Saving rates are low and compare 
poorly with other LDCs, including Sub-Saharan African countries.  Niger lacks basic resources to invest 
in infrastructure, social services, and in public administration necessary to improve governance. Weak 
basic infrastructure (unreliable roads, poor communication and power (notably electricity-generating 
systems), is hardly conducive to attracting either foreign or domestic investment. With low domestic 
savings and limited (or no) access to the formal banking system, the indigenous populations cannot make 
the investments needed to “kick start” growth, increase their income and escape the poverty trap. With an 
already weak education system, Niger lacks resources to invest in human-capital in key areas such as 
science and technology, thereby making innovation literally nonexistent. Moreover, rapid population 
growth makes the situation worse. At low levels of income and capital stock, a fast rising population is 
a major constraint to economic growth because net savings per capita is not sufficient to allow capital 
accumulation. Impoverished people living in rural areas in Niger have the highest fertility rates and the 
largest families. They also have limited resources for health services, education, and access to drinking 
water. As poverty increases it becomes a self-perpetuating phenomenon -- trapping the country in a low-
growth/high-poverty equilibrium. Escaping the poverty trap and freeing the forces of growth and human 
development are key development challenges facing Niger over the next decade.  

9. Breaking and transforming these vicious cycles into virtuous dynamic cycles requires 
investment in infrastructure. Because infrastructure is so critical for growth and human development 
(see Box 3), escaping poverty in famine-stricken Niger will require raising the economy’s capital stock in 
infrastructure and human capital. Improved transport infrastructure and services will strengthen economic 
linkages between rural and urban areas – especially where the markets for farmers’ products and inputs 
lie. Improved road transport will allow Nigerien farmers to deliver produce more quickly and cost-
effectively to markets. It will also help them increase their productivity and thereby their incomes. 
Transport infrastructure will also reduce the time burdens of Nigerien women and girls in remote areas -- 
who currently spend many hours walking to fetch water and other essentials for survival. Furthermore, 
improving infrastructure for water supply, sanitation, transport, and energy services are critical for 
improving the lives of slum dwellers in Niger. Investment in improved sanitation will improve the overall 
quality of life and reduce the high burden of diseases in informal settlements caused by widespread open 
defecation in Niger. Investment in human capital (nutrition, disease control, and education) will also be 
needed to create the much needed synergies between physical capital and human capital. It is worth 
noting that adequate provisions need to be made to cover operation and maintenance costs. The quality of 
infrastructure does matter for growth and human development.  

10. Public/private partnerships are critically needed to raise the economy’s capital stock and 
human capital, stimulate growth and achieve the MDGs. The private sector can play a critical role by 
stimulating growth, improving service delivery, and contributing to the achievement of the MDGs. 
However, private investment in general, and foreign investment in particular, require that certain 
thresholds be met. These include among others: (i) adequate infrastructure (roads, electricity, water 
supply, etc.); (ii) a healthy and skilled labor force; and (iii) the rule of law for predictable contracts and 
relations between business and government (governance issues). In Niger, infrastructure and human 
capital are inadequate, and governance, though improving, remains poor. Thus, potential investors have 
stayed away. The contribution of the private sector to service delivery and to the MDGs has been limited -
- reflecting weaknesses in basic infrastructure and regulatory constraints (see Chapter 5). Thus, public 
investment in infrastructure along with improved governance will be crucial to create the pre-requisites 
for attracting private investment. Exploiting public/private investment complementarities and 
public/private partnerships in service delivery should be at the forefront of Niger’s growth and MDG-
strategy if it is to achieve higher growth rates and accelerate human development.   

                                                                                                                                                             
median (real growth per capita of 1.3 percent), while for aid the breakpoint between the high-aid and the low-aid group was set at 
10 percent of GDP.  
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11. Niger is unlikely to move out of the poverty trap solely on the basis of its own resources. 
Given its scarce resources, Niger is unlikely to achieve higher growth rates and reduce poverty without 
significant financing from donors. The growth experience over the past decades shows that even during 
period of good economic policies, growth rates barely pulled ahead of the population growth on a 
sustainable basis. Under the assumptions of a constant revenue-to-GDP ratio, aid-to-GDP ratio of 17 
percent and private investment-to-GDP of 7.3 percent all considered at their  2004 levels, trend-based 
projections using Niger’s macroeconomic model shows that real GDP per capita reached only 3.9 percent 
on average between 2007 and 2015, not enough to halve poverty. With a neutral poverty growth 
consumption elasticity of -1, it would take more than 29 years for Niger to halve poverty levels and more 
than 57 years in the more likely case of an elasticity of -0.5.  

12. More and predictable aid flows are needed to boost economic growth and help overcome 
some of the vicious dynamic circles that have locked Niger in a low-growth/high poverty 
equilibrium, and improve living standards for a population that will double by 2050. During the past 
four decades, aid flows were more volatile in Niger compared to most of the West African Economic 
Monetary Union (WAEMU) countries. This was due in part to political instability (see Chapter 4). This 
led to unpredictable budgetary revenues, limited spending, in particular, on infrastructure projects, and 
ultimately to constrained growth. The procyclical nature of foreign aid in Niger over the past few decades 
has also restricted the efficiency of policy tools to respond to business cycles. A growth and MDG-
strategy in Niger will require more stable aid flows to ensure a continuous implementation of a MDG-
based public investment program. A forward looking approach to development challenges facing Niger is 
conditional on predictable government resources. Niger’s macroeconomic model shows that, assuming a 
permanent increase in the aid-to-GDP ratio of 5 percentage points and a revenue-to-GDP ratio remaining 
at 10 percent on average over the next decade (2007-15), real GDP per capita would increase by 4.8 
percent on average between 2007-2015, and poverty would fall from 67 percent in 2007 to 47 percent in 
2015, in the case of a neutral poverty growth consumption elasticity of -1. The impact is much stronger 
when the elasticity is assumed to be -1.5. In this case, poverty would decline by 27 percentage points 
from an estimated 67 percent in 2007 to 40 percent in 2015.  

13. However, effective management of aid flows is critical to ensure that their potential growth-
enhancing, poverty-reducing and MDG-improving effects materialize. Improving accountability, 
transparency, and efficiency in the use of public resources is crucial to ensure that public investment 
translates into accumulation of capital and growth. Increasing efficiency of public investment in Niger is 
directly related to the ability of the government of Niger to improve governance. The implementation of 
the PEMFAR policy matrix, together with procurement and public enterprise reforms, will help advance 
public finance reforms, and thereby improve economic governance. Decisive complementary actions to 
fight corruption, improve the rule of law, and advance judiciary reforms is also needed to decisively 
improve governance in Niger.  

14. While increased and stable aid flows are much needed, Niger cannot, and indeed should not 
build its growth and MDGs agenda on the sole basis of an expected increase in foreign aid. The 
Government must also mobilize domestic revenue. A gradual increase in government domestic revenue 
would reduce the reliance on aid flows and increase ownership of the growth process and MDG. To this 
end, tax reforms and revenue-enhancing measures implemented since 2001 are positive – albeit potential 
revenue is lost in informal sector activities. Resource-scarce Niger cannot ignore this potential revenue 
source. Tax reforms should address the issue of revenue collection in the informal sector. The issue of 
financing the growth and MDGs strategy raises the issue of mutual accountability of the government and 
donors in mobilizing the resources needed to effectively implement the proposed growth and MDGs 
strategy.   
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TOP 7 STRATEGIC POLICY PRIORITIES FOR THE GROWTH AND MDGs 
AGENDA IN NIGER  

Simultaneously increase and better target public investment in economic infrastructure, 
especially in areas with high potential to support growth and break-up the poverty trap. 
 
15. Niger has glaring infrastructure gaps, which severely limit overall growth potential and locks the 
country in a poverty trap. The low level of capital infrastructure in Niger is reflected in its lower growth 
rates and real GDP per capita, compared to the average for Sub-Saharan Africa. Niger’s infrastructure 
gaps also translate into higher business costs and limit its capacity to compete in regional and 
international markets. Comparison of domestic costs of truck transport within the WAEMU region shows 
that costs per ton-km are about a third higher in Niger than other WAEMU countries (with the exception 
of Burkina Faso).  

16. Massive investments in infrastructure are needed to overcome Niger’s grave infrastructure 
constraints, facilitate private activities, promote income generating activities in rural areas, expand access 
to social services, and break the pervasive poverty trap. The identification of investments needed should 
be derived from Niger’s Public Investment Program (PIP) and guided by three main principles: 
selectivity, spatial dimension of poverty, and secured financing including resources to cover maintenance 
costs. 

 
17. Recommended Policy Actions 

 
• Build and/or rehabilitate infrastructure, including roads, irrigation schemes, water and 

sanitation facilities, electricity distribution and ICT networks. Despite improvements in these 
areas, access to all types of infrastructure in Niger remains below the average values for Sub-
Saharan Africa and low-income countries (see Chapter 4). For instance, access to electricity is 
twice as low in Niger than the average for Sub-Saharan African countries. Only 8 percent of the 
roads are paved in Niger compared to 35 percent and 100 percent in Botswana and Mauritius, 
respectively. In addition, irrigation potential remains untapped: irrigated areas are currently 
limited to about 5 percent of the total irrigable land. Expanding core irrigation infrastructure 
would greatly enhance agriculture production, productivity and reduce supply bottlenecks (see 
Chapter 1). Expanding and/or improving roads and electricity networks would reduce business 
costs, facilitate transportation of goods from Niger to international regional markets, but 
indirectly improve education and health outcomes (see Box 3 Chapter 4).  

 
• Target infrastructure investment according to clear prioritization methods and acknowledge 

necessary trade-offs. Niger faces substantial infrastructure needs. However, budget constraint 
necessitates the need to develop a clear framework for prioritizing infrastructure investment. A 
standardized approach based on cost-benefit analysis should be considered across sectors and 
institutionalized, and this experience and capacity should be shared, for example via a central 
policy unit. Given Niger’s limited resources, priority should be given to investment in 
infrastructure that eases immediate barriers to growth and the achievement of the MDGs, as well 
as investment with a medium- and long-term potential impact on growth and human 
development. Where not yet in place, multi-year investment planning processes should be 
introduced to allow quantification of investment needs going forward with assessment and 
adjustment conducted on a rolling basis. By its nature, economic infrastructure has a time horizon 
for planning and investment that is longer than the annual budget cycle and multi-year forward 
looking investment plans are necessary.  Funding of new assets should also be accompanied by 
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appropriate provision of maintenance to ensure the quality and reliability of existing 
infrastructure. Where user fees and public resources are insufficient to cover operations and 
maintenance, either because of severe affordability issues (notably in rural areas), or because of 
the nature of the service (in particular road usage), mechanisms to subsidize current costs need to 
be discussed upfront -- both for the medium or longer term.  

 
• Align infrastructure investment, spatial policy and urban development. Infrastructure investment 

policy will need to take into account the spatial dimension of poverty. At equal poverty 
incidence, areas with high population density will result in higher social and economic returns to 
infrastructure investment than areas with low population density. This plan should be prioritized. 
However, the difficult trade-off policy makers’ face is between improving infrastructure in urban 
areas with high population density, but already higher than average income levels, and expansion 
of infrastructure in rural areas with high poverty levels, but low population density. In other 
words, the trade-off can be described as one between growth and poverty reduction objectives: 
urban areas are growth centers, while rural areas present the most difficult challenge in terms of 
poverty reduction. Given the fact that Niger has arguably underdeveloped urban centers outside 
the capital Niamey, investment to increase the regional impact of other cities, notably by means 
of improving the transport infrastructure between surrounding rural areas and the urban centers, is 
expected to have a beneficial impact on urban growth outside Niamey, and poverty reduction in 
other parts of the country. 

 
• Target specific public investments in rural areas to raise farmers’ incomes and agriculture 

productivity, and improve service delivery. These would include public investments in the 
construction and rehabilitation of feeder, district and national roads –using techniques that are 
labor intensive – to create employment and minimize the adverse environmental impacts. 
Adequate provisions need to be made to cover maintenance costs and the existing road fund 
CAFER could play a key role in advising on the best mechanisms. In addition to central funding, 
community participation in maintenance schemes, in particular in the form of contribution of 
labor, is worth considering. Public investment strategy in rural areas should focus on investment 
that would strengthen economic linkages between rural and urban areas, where the markets for 
farmers’ products and inputs lie. To this end, priority should be provided to transport corridors 
linking key agricultural regions with primary and secondary cities. Specific investment 
infrastructures are needed to raise farmers’ income and increase agriculture productivity, in 
particular in areas where Niger has demonstrated comparative advantages. In this regard, focus 
should be on helping the private sector in particular, make the necessary investment in storage 
facilities to improve Niger’s competitive position in onions, improve the cold chain, and 
transportation equipments with refrigeration to expand the supply of the meat sub-sector. Beyond 
raising farmers’ incomes, expanding rural infrastructure would also help enhance service 
delivery, fight rural poverty, disease, and heavy work burdens (especially for women), as well as 
improve health and education outcomes. In this context, investments in improved sanitation 
should receive high priority in order to improve the quality of life and reduce the high burden of 
oral-fecal diseases in informal settlements caused by widespread open defecation. It would also 
help improve effective access to the domestic water supply and sanitation -- an important end in 
itself, and critical for achieving the MDGs.  

 
Initiate a risk reduction process by developing policies to protect the economy against external 
shocks and their consequences  
 
18. Past experience show that Niger’s economy is highly vulnerable to and hit by exogenous factors, 
including sharp variability of rainfall, terms of trade shocks, and volatility of aid flows. Evidence shows 
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that these shocks result in lower growth performance and severely affect human development. For 
instance, in 2004 drought and locust attacks led to about a one percent drop in real GDP growth, and a 4 
percent decline in per capita GDP, reflecting a decline of more than 13 percent in agricultural production.  
Prospects of growth may also be hampered by the occurrence of droughts and delays in mobilizing 
foreign aid to finance externally funded expenditures and investment programs needed to boost growth 
and achieve the MDGs.  

19. Recommended Policy Actions  
 

• Adopt a holistic, multi-sectoral, and institutional approach to reduce the country’s vulnerability 
to food crises. To this end, priority should be given to the implementation of the Rural 
Development Strategy (RDS) Program 9. In particular, the Government should pursue its ongoing 
efforts to increase the performance of the existing national system for crisis prevention and 
mitigation. However, there is a need to review the food security strategy. The focus should be on 
the financing mechanisms and use of the country’s strategic cereal reserves, including the need to 
internalize the nutrition dimension into the country’s food crisis strategy. Analytical work will be 
needed to provide the basis for the development and implementation of a social safety 
mechanism.  

 
Targeting sectors with high export and growth potential 
 
20. Niger has demonstrated comparative advantage in sectors with high export potential, 
including onions, seeds (yellow nut-grass and cowpeas), livestock, meat, leather, hides, and gum 
arabic (see Chapter 5). In the sub-regional market, Niger has established a export position in products 
such as onions, cowpeas, yellow nut grass and live animals. Moreover, dynamic demand appears to exist 
in Europe and Asia (China) for leather and hides. However the country is yet to be a significant 
exporter of meat and leather and hides products. 

21. Several supply-side issues are also associated with agricultural production. Limited value-
added takes place in Niger. Regulatory burdens are significant. Transportation and transit costs are 
significantly high for some destinations, in particular for exports to Abidjan (Côte d’Ivoire). Post-harvest 
value dissipation is relatively high for some exports. The share of total value loss of onion sales within 
Niger, due to spoilage before they reach the market, is estimated to be above 30 percent of total 
production. Informal traders have generally weak bargaining power over price in foreign markets, where 
they re-sell their Nigerien products.  

22. Infrastructure and institutional weaknesses further constrain export growth. Lack of 
support infrastructure and facilities, including storage and cold chain, poor transportation and limited 
access to credits, hinder the sectors’ capacity to respond to a growing external demand. Trading activities 
of Niger’s agro-pastoral sector remain largely informal. Linkages between production and trading remain 
inefficient.  Market operators or traders have little information on demand. Producers have little 
knowledge of the destination of their products. As a result, organization and harmonization among market 
operators and producers are deficient. Moreover, there is an absence of stakeholder integration within 
commodity systems. Products are thus marketed without quality standards or grading schemes to respond 
to target markets.  

23. Regulatory bottlenecks limit the expansion capacity of some of the agro-business activities. 
The government policies and interventions to economic activities, although justified on other grounds, 
nevertheless lead to poor functioning of markets, including disincentives among the private businesses 
and agricultural producers. 
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24. Beyond agro-industry, tourism also appears as a sector with untapped potential. Niger has 
considerable natural resource assets that could help launch it as an international destination based on 
niche markets such as adventure. Assets include Agadez (favorite destination for tourists); Aïr Teneré; the 
River Niger (a magnet for tourism); and the Park W (in the south to the east of Niamey). Niger also has an 
outstanding cultural and historical patrimony – both ancient and modern – which lends itself to tourism. 
The tourism sector can provide linkages with other sectors, including mainly handicrafts and agriculture 
sectors that could be enhanced both to reduce leakage and increase tourist expenditures in Niger. 
Therefore, while demand for tourism exists, supply is constrained by weaknesses in infrastructure and low 
product quality, as well as issues of knowledge management, taxation, and financial infrastructure.  

25. Recommended Policy Actions 
 

• Focus on niche markets with high export potential, including onions, seeds, livestock and meat, 
leather and hides, and gum arabic.  The Government’s efforts should focus on the following 
strategic directions: (i) expansion of value-adding activities with broader participation by the 
private sector; (ii) modernization of trade transaction system and concerted export strategy; and 
(iii) facilitation of sectoral development, provision of favorable investment climate and 
cooperation with sub-regional partners. In the medium- and long-terms, priority should be placed 
on investing in the production and marketing infrastructures of the sectors. Specific actions 
include among others, building and improving irrigation infrastructures for crop production; 
preservation and storage plants for crops (onions and seeds); building and improving abattoir 
facilities and meat and cold chains. The Government needs to facilitate access of farmers and 
traders to finance by proper institutional arrangements, including the creation of a development 
bank to support the financing of agricultural production. Short term policy actions could include 
the promotion of the dissemination of knowledge and information about markets and market 
standards through the establishment of a Market Information System that would be accessible to 
producers and exporters.   

• Promote the development of tourism. The promotion of tourism sector would require massive 
investment in infrastructure in the medium-and long-term, particularly in the northern part of the 
country. Infrastructure is a particular problem in Agadez. Building public/private partnerships 
would also support the promotion of tourism in Niger. The Government would also need to 
provide policy response to issues related to low product quality, knowledge management, 
taxation, and financial infrastructure if tourism has to become an important engine of growth for 
Niger’s economy. Controlling the quality and establishing performance standards would improve 
product quality. Establishing a Tourism Satellite Account to improve statistical system and 
tourism information is a long term operation to be addressed progressively, as it is costly to set up 
and maintain. However, in the short-term, small market surveys could provide useful information 
on tourists and their likes and dislikes. Facilitating access to fiscal advantages available to hotels 
by making the information transparent and available to travel agents and tour operators would 
help them expand their supply capacity.  

Enhance public goods and service delivery  

26. The success of growth and MDG strategy in Niger is conditional on improving public goods, 
in particular, health and education. Because of its potential to raise the productivity of the work force, 
and increase the attractiveness of the economy for investors (both domestic and foreigners), improving 
health care is crucial to achieve more dynamic growth rates and the MDGs. Moreover, pandemic diseases 
such as malaria deter the expansion of agricultural and tourism activities. Improving education, post-
primary and higher education, in particular, also strengthens the productivity of the labor force and 
provides the skills necessary for people to escape poverty.  
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27. However, the effectiveness of a strategy to achieve the MDGs in Niger is also directly linked 
to its capacity to address the gender dimension of education and health issues. Empowering Nigerien 
women by facilitating their access to health and education services is also a public good. An essential role 
of the Government of Niger is to ensure that every child in the country benefits from good quality health 
services and has the opportunity to complete quality primary education, and that a substantial proportion 
completes secondary and higher education.   

28. The issues of health and education become more acute in the context of a rapidly growing 
population. The high demographic pressure (“public bad”) puts a strain on Niger’s capacity to improve 
health and education outcomes. Niger is thus off-track for all health and education MDGs (see Chapter 3). 
The demographic explosion further constrains growth, service delivery, and is a main contributor to 
poverty traps in Niger. Because of its potentially positive impact in terms of higher growth rates per 
capita, lower poverty incidence and improved other MDG indicators, slowing demographic growth 
(“public good”) is key to achieving a successful growth and MDG strategy. 

29. Another issue associated with the growth and MDG strategy is natural resources 
management, which is crucial to avoid environmental degradation and ensure environmental 
sustainability. Despite renewed political interest to protect the environment and comply with 
international standards, environmental protection has not been a priority in Niger’s development agenda. 
In fact, policy neglect in this area has led to environmental degradation, and Niger is off track to achieve 
the environmental sustainability MDG (see Chapter 3).   

30. Recommended Policy Actions 

• Focus on ensuring universal access to essential health services. Despite recent improvement, 
health indicators remain abysmal in Niger. With the exception of the prevalence of HIV/AIDS 
(still at less than 1 percent), health outcomes are extremely modest and mostly comparable to 
those of conflict-affected countries. Progress has been limited for infant, child, and maternal 
mortality. The child mortality rate has only decreased from 320 to 262 per thousand between 
1990 and 2002.  Only about 15 percent of women benefit from medically-assisted child delivery 
(the same as in 1990). Limited progress has been achieved in terms of access to safe water and 
basic infrastructure services. Thus, Niger falls short of achieving health MDGs. However, 
ensuring universal access to essential health services is an attainable goal (though not by 2015) 
and is within Niger’s reach if necessary policy actions are taken today. First, to address the 
obstacles to access and quality of essential health services, Niger will need in the medium- and 
long-term to scale up investments in the health sector backed by supportive health policies. These 
investments are critical to ensure an adequate supply of essential drugs, clinic, and laboratory 
facilities. Additional investments will be needed to reduce barriers to access and to improve 
quality of care. These include maintaining health infrastructure, improving roads, providing 
access to affordable transport services including ambulances, ensuring uninterrupted supplies of 
water and electricity, and improving housing. Second, the government will need to tackle the 
issue of gender bias in the health care system by promoting sexual and reproductive health. 
Third, specific focus should be on addressing pandemic diseases such as malaria, TB, and AIDS 
to raise the productivity of the work force and increase the attractiveness of the economy for 
investors (both domestic and foreign). The fight against malaria must be a priority and seen as a 
public good and the Government and the donors should work closely to provide the financing 
necessary to advance the actions required. In this area, short term policy actions could include: (i) 
distribution of free, long-lasting, insecticides-treated bed-nets to all children in malaria endemic 
zones in order to decisively cut the burden of malaria; and (ii) spraying the air and ground of 
heavily infested areas. Moreover, the government needs to exploit the great opportunity that the 
recently developed clothing with embedded mosquito repellent offers in the fight against malaria.    
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• Promote universal primary education and expand post-primary and higher education.  Recent 
progress in education outcomes is still not sufficient to put Niger on track in achieving the MDG 
of universal primary education. With a primary gross enrollment ratio (GER) of 52 percent and a 
primary completion rate of 25 percent in 2004, Niger’s population is one of the least school-
enrolled populations among African low income countries. Not only is the access to primary 
education limited but the survival rate within the cycle is also very weak: about half of the 
students enrolled never finish the cycle. Although the primary GER more than doubled between 
1990 and 2002 – increasing from 25.4 percent in 1991 to 52 percent in 2004 – the primary 
completion rate increased much more slowly over the period – rising from 18 percent in 1990 to 
25 percent in 2004. Efforts made to increase the education supply remain insufficient to keep 
children at school, and quality and gender bias issues must be addressed. Few Nigerien students 
have the opportunity to acquire post-primary and higher education. Achieving universal primary 
completion and increasing participation in post-primary education in Niger will require policy 
actions both at the supply and demand for school levels. At the supply level, it will require 
continuing the current policy of constructing new classrooms and hiring new contractual teachers. 
At the demand level, specific incentives to get the most marginalized groups into school should 
be a priority. Quick actions could include cash and in-kind subsidies, such as school meals using 
locally-produced foods for extremely impoverished households, including orphans, and girls. 
Specific policy actions to increase girls’ participation in primary and post-primary school and 
address the gender bias issue could include offering targeted scholarship; and eliminating gender 
biases in curricula. Increasing opportunities for higher education is also crucial for achieving the 
MDGs. It will require scaling up investments in higher education to train the teachers to provide 
good primary and secondary education.  

• Investing to overcome pervasive gender bias. In Niger, girls and women usually receive less 
schooling than boys and men, have far poorer access to health care, are at greater risk of 
contracting sexually transmitted diseases, including HIV, and are less able to start businesses, 
obtain credit, or enter higher-level occupations. They also have less voice in decision-making in 
the household, community, and the nation. To overcome this gender bias, Niger must integrate 
gender empowerment into its national strategy. To this end, the focus should be on strategic 
priorities, including expanding girls’ access to post-primary education while ensuring primary 
completion; and guaranteeing sexual and reproductive health and rights. The recommended 
policy actions have been discussed in the previous paragraphs. They will need to be 
complemented by specific policy measures to improve women’s access to service delivery and 
economic and political opportunities. First, in the medium and long term, investing in 
infrastructure will help reduce the time burden of rural women and girls. Most of their time is 
devoted to the collection of water, farming, subsistence production, and domestic work, including 
rearing children. Second, guaranteeing women effective property ownership and providing access 
to security rights, especially land and housing (both in law and practice), will help improve their 
economic opportunities. Third, statutory or voluntary gender quotas and reservation policies can 
enhance women’s representation in political bodies and improve their opportunities.  

• Investing in improved resource management. In Niger, the environment is under threat because of 
soil degradation (including rapid desertification), deforestation, rising water scarcity, and rising 
pollution. Improving the environment will help improve the quality of life besides contributing to 
food security, access to clean water, disease control, and protection from natural disasters. 
Therefore strategic long-term actions must include, direct investments in environmental 
management; regulatory and market reforms; and environmental monitoring. Direct investment in 
environmental management could include planting trees to combat deforestation; improving 
farming and land management practices to combat desertification; and treating wastewater to 
reduce nutrient loads in freshwater ecosystems. These investments should be complemented by 
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reforms to land tenure regimes and an improved regulatory environment to combat pollution as 
well as to strengthen monitoring systems for better environmental management.   

 
31. Decelerating population growth. 
Achieving the MDGs requires reducing the 
rapid population growth -- which 
constitutes a serious threat to Niger’s 
economic and human development. 
Simulations using Niger’s macroeconomic 
model show that under the assumption of a 
poverty growth consumption elasticity of -
0.5, dropping the population growth rate 
by 0.1 percent each year starting in 2007 
up to 2015, would lead to a lower poverty 
rate of about 1.3 percentage points in 2015 
compared to the baseline. The poverty rate 
further declines by 2.3 percentage points in 
2015 compared to the baseline assuming a 
higher elasticity of -1.  

32. A major policy implication of 
these simulation results is that reducing 
poverty in Niger is synonymous with 
reducing population growth. Transforming this “public bad” into a “public good” is an important 
challenge for the Nigerien authorities as it involves economic, socio-cultural, and religious 
considerations. However, this is within Niger’s reach. The creation of a new Ministry of Population and 
Social Action in 2004 and the revision of the 1992 National Population Policy is a clear signal of the 
Government’s willingness to address the issue of population growth. However, decisive policy actions to 
reduce the rate of population growth should be taken both at the supply and demand side levels for Niger 
to maximize its chances for achieving the MDGs. At the supply side, policy actions should aim at 
reducing the fertility rate. These could include the provision of family planning. On the demand side, 
there is a need for a multi-sectoral approach to bring about lower fertility.  

33. The Bank Multi-Sector Demographic Program (PRODEM), currently under preparation offers a 
good opportunity for the Government of Niger to advance its population agenda. In this area, quick policy 
actions include: (i) ratification of the Protocol to the African Charter on Human and Peoples’ Rights on 
the Rights of Women in Africa in order to strengthen women’s autonomy; (ii) delaying the marriage age 
to help reduce maternal and infant mortality; and (iii) delaying the onset of childbearing with the ultimate 
goal of supporting lower total fertility in the medium-term.   

Improve the investment and business climate and reinforce complementarities between private 
and public investment 
 
34. Niger’s investment climate is poor, mired in a series of constraints, including weak 
infrastructure, regulatory and administrative barriers to business development, and limited access 
to financing (see Chapter 5). The World Bank’s Doing Business in 2006 report ranked Niger as one of 
the worst countries for business. For example, the necessary deposit to start a business is relatively high 
compared to other countries in the region.   

 
Niger: Poverty Rate and Declining Population Growth Rate, 

2007-2015 
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35. Niger’s private sector is small, with little diversification and value-added activities.  Private 
sector exports consist of a narrow range of products that are highly dependent on a small range of 
markets. Private-sector-led growth has yet to materialize and its contribution to the MDGs remains 
limited. In fact, there has not been a clearly articulated strategy to involve the private sector in Niger’s 
quest to achieve the MDGs (see Chapter 5).  

36. However, there is great opportunity to expand the private sector and make it the driving 
force behind growth and meeting the MDGs. However, for this to happen the government must provide 
the critical support needed to improve the business environment, enhance private sector confidence, and 
reinforce public/private partnerships.  

37. Recommended Policy Actions 

• Complete the unfinished structural reforms agenda. While the government has revamped the 
implementation of its reform agenda since 2000, structural reforms have stalled, undermining the 
opportunity to improve the investment and business climate. Effectively addressing these 
shortcomings has the potential to considerably magnify the returns on public investment, kick-
start growth, and contribute to the human development goals. To this end, speeding up the 
ongoing reform efforts, including framing the privatization agenda in a broader context of growth 
strategy, accelerating the regulatory reforms, and deepening the financial sector reforms are 
crucial if Niger is to enhance its investment climate. Specifically, advancing the judicial and 
regulatory reforms in the context of the WAEMU framework, and implementing the regional 
regulations for the harmonization of business law spelled out in the Organisation pour 
l’Harmonisation du Droit des Affaires (OHADA) Treaty should be top priorities to improve the 
business environment in Niger.   

 
• Attract private actors in sectors with high export and growth potential. This will require the 

government expeditiously address the issues related to the 5 I’s areas: investment, infrastructure, 
institutions, innovation, and inputs. These also imply that the government make the necessary 
investment to improve the basic infrastructure; but also tackle the institutional weaknesses, 
facilitate the provision of inputs and market information in order to benefit private agents.  

• Create a transparent and investor-friendly environment for resource prospecting. Niger’s 
geographic size is enormous (more than twice that of France). It is likely that Niger is blessed 
with valuable resources that have not yet been discovered. Creating a political and commercial 
environment in which these resources are located and extracted for the benefit of Nigerien 
citizens is no doubt challenging. However, there are examples, most notably the case Botswana 
which could serve as a positive experience for Niger. As Paul Collier has emphasized: the success 
of this strategy is conditional on Niger’s capacity to address the main impediments to 
prospecting, including the political and reputational risks perceived by reputable companies.4 To 
correct these, the government needs to explore ways to use international agencies, in particular 
the Bank (MIGA), to cover the political risks. Reputational risks can be reduced by adopting, for 
example, an approach modeled on the Chad-Cameroon pipeline arrangements. A forward-looking 
approach in licensing and prospecting would ensure the effectiveness of the strategy. To this end, 
specific policy actions should include: (i) ensuring a competitive and transparent bidding process 
with international scrutiny; (ii) setting transparent rules for sharing risks with the prospecting 
companies; (iii) designing a transparent reporting system for revenues; and (iv) setting clear rules 
for smoothing fluctuations in revenues and scrutinizing expenditures.  

                                                 
4 Paul Collier, Niger Country Economic Memorandum: “Accelerating Growth and Achieving the Millennium Development 
Goals:  Diagnosis and Policy Agenda”, Workshop, Washington D.C., September 26, 2005. 
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• Facilitate the involvement of the private sector in the quest for achieving the MDGs. Specifically, 
public-private partnerships needs to be promoted to accelerate the progress towards achieving the 
MDGs. Of course, as noted, this will mean improving the physical and social infrastructure, 
particularly health and education in rural areas. Also, the provision of incentives to private 
operators to deliver public services will free up financial and human resources in the public sector 
that can be redirected towards extending public services into rural areas and achieving badly 
needed systems improvement.  

 
Improve economic governance to enhance the use of public resources 
 
38. Poor governance in Niger has been reflected in the relatively low rating for several indicators 
tracking governance measures and various institutional frameworks. Using the Kaufmann and Kraay 
indicators, Niger fares poorly compared to the successful G11 African countries for all measures: it ranks 
at the bottom for “Control of Corruption”; near the bottom for “Political Stability”; second to last for 
“Government Effectiveness,” “Regulatory Quality,” and “Rule of Law;” and in the middle for “Voice and 
Accountability.” Along the same lines, the 2006 World Bank Global Monitoring Report ranks Niger’s 
public finance system among the weakest of the HIPC countries (see Chapter 4).5  

39. Poor economic governance and weak institutions have also been identified as major constraints to 
investments, private sector development, and economic growth (see Chapter 5). These are also the major 
underlying factors explaining differences in economic growth and development between Niger and the 
more successful African countries, most notably Botswana (see Chapter 4, Box 5).  

40. Surely improving governance in Niger would pay-off in terms of better management of scarce 
resources and improvement in the business environment. Public investment is key to growth and meeting 
MDGs in Niger. The efficiency of public investment or its translation into accumulation of capital stock – 
a pre-requisite for higher growth rates in Niger – depends largely on Niger’s capacity to improve 
governance and ensure that resources are invested in a transparent and efficient manner. Transparency, 
accountability, good economic and financial management by the state is key to a successful growth and 
MDG strategy in Niger.  

41. Niger’s model shows that under the assumption of higher efficiency of public investment (strictly 
linked to improved governance), real GDP growth per capita would increase by 5.5 percentage points on 
average between 2007 and 2015, and poverty would fall by  22 percentage points over the simulation 
period, in case of a neutral poverty growth consumption elasticity of -1.      

42. More specifically, the issue is figuring out how to create an operational mechanism to monitor 
transparency, accountability and effectiveness of public expenditures in general, and core growth-
enhancing and poverty-reducing public expenditure, in particular. 

43. Recommended Policy Actions  
 

• Accelerate the implementation of the PEMFAR action plan. The PEMFAR action plan provides a 
framework for improving public finance reforms. Specifically, it defines both the short-term and 
the medium-and long-term policy measures to improve transparency, accountability, and 

                                                 
5 The six indicators tracking governance measures developed by Kaufmann and Kraay are the following: (i) Control of 
Corruption; (ii) Rule of Law; (iii) Political Corruption; (iv) Government Effectiveness; (v) Voice and Accountability; and (vi) 
Regulatory Quality. It is worth noting that in line with the Kaufmann/Kraay measure for corruption, Transparency International’s 
Corruption Perception Index also ranks Niger at the bottom of our sample (G11 plus Niger).   
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effectiveness in regards to the use of public resources. The implementation of the PEMFAR 
policy matrix supported by key donors involved in budget support in Niger, along with 
procurement and public enterprise reforms will help advance public finance reforms, and thereby 
improve economic governance. This, in turn, will ultimately help improve the efficiency of public 
investment and capital accumulation in Niger.  

 
• Elaborate an operational mechanism to monitor transparency, accountability, and effectiveness 

of core growth-enhancing and poverty-reducing public expenditures.  Governance indicators 
show that Niger has to improve its public finance system. The 2006 Global Monitoring Report 
provides a good starting point for elaborating specific monitoring tools to reinforce the public 
finance system. The PEMFAR policy matrix offers a good basis on which all stakeholders 
involved in Niger’s development, most notably the Government and donors can build on and 
elaborate such a monitoring tool.    

Reinforce the regional dimension of growth and MDG strategies 
 

44. Niger cannot achieve higher growth rates and the MDGs solely through country-level 
investments, debt relief, and structural reforms. Regional integration is important for Niger, which must 
rely on regional rather than its small national market for economies of scale and scope in trade and 
infrastructure. The small size of Niger’s economy, the fact that it is a landlocked country, and that it 
participates in overlapping regional organizations, puts regional integration at the center of any strategy to 
sustain growth and achieve the MDGs. Focus should be on exploiting the benefits of regional public 
goods. This means that three strategic axes should receive specific attention: (i) macroeconomic stability 
within the WAEMU context; (ii) regional trade; and (iii) regional infrastructures.  

45. Recommended Policy Actions 
 

• Reinforce macroeconomic stability within the context of the WAEMU but revisiting the fiscal 
targets. Overall, Niger’s fiscal stance has been satisfactory since the new elected civilian 
Government took office in early 2000.  Government reform policies have been focused on 
bringing the fiscal position to sustainable levels and complying gradually with WAEMU 
convergence criteria. Niger has been making progress toward meeting these convergence criteria, 
particularly those related to fiscal performance. By 2004 Niger had met five criteria compared to 
only one in 2000. Continued implementation of macroeconomic stability policies in the context of 
the WAEMU Convergence and Stability Pact will help reinforce credibility of Niger’s national 
policies and its overall macro-framework. However, it is important to ensure that macroeconomic 
stability does not come at the expense of growth. In fact, fiscal policy would need to be more 
supportive to growth. In this regard, revisiting the WAEMU fiscal rules in particular the budget 
deficit targets to accommodate the protection of core investment expenditure will be crucial to 
growth and the achievement of the MDGs in Niger. 

• Reinforce regional trade within ECOWAS. Accelerating regional integration in the broader 
context of ECOWAS should be considered a priority if Niger is to reap the full benefits of 
regionalization. Particular attention should be devoted to reinforcing Niger’s trade relations with 
Nigeria given its heavy dependence on Nigeria and the opportunities that the large Nigerian 
market offers Niger. Recent economic developments in Nigeria are encouraging in this respect.  

• Exploit the benefits of regional infrastructure within the context of NEPAD infrastructure 
agenda.  Accelerating the integration of Niger’s economy into regional market is conditional on 
the existence of a reliable regional infrastructure. As Niger cannot afford high quality 
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infrastructure to support and expand its regional trade, it will need to rely on ECOWAS and more 
generally, NEPAD for assistance. Negotiating a regional infrastructure agenda in favor of Niger 
should be top priority of the Nigerien authorities if Niger is to reap the full benefits of regional 
trade. 

IMPLICATIONS FOR MACROECONOMIC POLICY INCLUDING ROLE OF 
GOVERNMENT AND FOREIGN AID  
 
46. Niger is the second poorest country in the world with one of the highest population growth rates. 
Under the current macroeconomic trends, Niger’s model shows that it would take more than 29 years to 
halve poverty with a neutral growth consumption elasticity of -1 or even worse, 57 years with a lower 
elasticity of -0.5. Reducing poverty by half would require real GDP growth rates per capita in the range of 
3.5- 4.0 percent. Of course, with greater aid and improvements in governance, poverty levels would 
decline further. In this case, it would take 19 years to halve poverty with a neutral growth consumption 
elasticity of -1, instead of 29 years. 

 
Niger – Time Required to Reach the MDG of Halving the Poverty Rate 

(Efficiency parameter = 0.5) 
 

2003 2015
Percentage 
point decline

Time required to reach the MDG 
of halving the poverty rate

Corresponding year

Ravallion’s Adjusted elasticity (Gini = 50.5) 63% 48% 15% 26 years 2029
Elasticity of -0.5 63% 56% 7% 57 years 2060
Elasticity of -1.0 63% 50% 13% 29 years 2032
Elasticity of -1.5 63% 44% 19% 20 years 2023  
Source: Authors calculations based on Table 6.2 in Chapter 6. 
 
 

Niger – Time Required to Reach the MDG of Halving the Poverty Rate 
(Effects of 5 percent increase in the aid-to-GDP ratio and improving governance) 

 

2003 2015
Percentage 
point decline

Time required to reach the MDG 
of halving the poverty rate

Corresponding year

Ravallion’s Adjusted elasticity (Gini = 50.5) 63% 41% 22% 17 years 2020
Elasticity of -0.5 63% 53% 10% 36 years 2039
Elasticity of -1.0 63% 43% 20% 19 years 2022
Elasticity of -1.5 63% 36% 27% 13 years 2017  
Source: Authors calculations based on Table 6.8 in Chapter 6. 
 
47. The proposed policy agenda to accelerate growth and achieve the MDGs has important 
implications for the conduct of macroeconomic policy and the strategic focus of the development agenda 
in Niger over the next decade. Specifically, public investment in infrastructure should be at the 
center of the growth and MDG strategy. Because of its complementarity effects with private 
investment (“crowding in” effect) and its potential impact on education and health outcomes, public 
investment in infrastructure should stimulate the growth rates in the long run and improve the MDGs. But 
the effectiveness of a growth and MDG strategy grounded on investment in infrastructure requires a 
forward looking approach. Therefore, it is important for Niger to develop a Public Investment Program 
(PIP), using a bottom-up approach and based on achieving the MDGs. The public sector will have to 
play a key role in the design and implementation of the PIP. This implies that the Government will have 
to make strategic policy choices and face policy trade-offs. Investing in education and health may have 
long term growth-enhancing and poverty-reducing effects while investing in infrastructure may spur 
growth immediately and have significant long-lasting growth and MDG effects. Scaling-up investment in 
infrastructure becomes a central ingredient for the growth and MDG strategy in Niger.  
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48. The growth and MDG strategy proposed here requires significant support from the international 
community. Given Niger’s very limited resources, foreign aid must play a major role in financing the 
strategy. An up-front increase in foreign aid would be required to boost growth and fill the financing 
gaps in the MDGs sectors. Niger’s model shows that under the assumptions of a growth consumption 
elasticity of -1, reducing poverty by half in 2015 would require increasing aid-to-GDP by 10 percentage 
points, which corresponds to 27 percent foreign aid as a share of GDP.  

49. A legitimate question that could be asked is to what extent Niger’s economy can absorb such 
huge inflows of foreign aid as this concerns the potential destabilizing macroeconomic effects associated 
with large inflows of foreign aid: real exchange rate appreciation (Dutch Disease) and disincentive effect 
on tax collection (moral hazard). Under the assumption that the aid-to-GDP ratio increases permanently 
by 5 percentage points and the nominal exchange rate is fixed, the simulations show that the real effective 
exchange rate appreciated by 1.1 percent on average per year over the period, reflecting an increase in 
aggregate demand. Thus, Niger loses its competitiveness. However, fortunately the Dutch Disease does 
not seem to be a terminal disease as its effects are short-lived. As supply side effects (stock effects) “kick 
in” the exchange rate depreciates and Niger recovers its competitiveness.  

50. Increases in foreign aid may also lead to lower tax collection and reduce tax revenue (moral 
hazard effect). The evidence suggested by Niger’s model does not support the argument of diminishing 
returns of foreign aid.  

51. Macroeconomic management will be crucial for reducing the potential short-term Dutch 
Disease effects of increased foreign aid. This means that the country will have to continue implementing 
macro-stabilization programs under the current IMF PRGF supported program to ensure that inflation, 
fiscal and current account deficits are under control. However, a long-term view of growth and MDG 
strategy requires the initiation of a post-stabilization program and developing an exit strategy from IMF 
supported programs (see Chapter 6).    
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52. The growth and MDG strategy should 
be country-driven and therefore fully financed 
over the long-term through government 
resources. But because of Niger’s limited 
resource-base, the proposed strategy calls for 
a gradual increase in the government’s 
domestic revenue through appropriate tax 
reform. Niger’s model shows that an increase 
in direct taxation combined with increased 
foreign aid would lead to an initial increase in 
the poverty rate due to higher taxation. 
However, the poverty rate and aid dependency 
will drop over time due to higher economic 
growth. Real GDP per capita is increased by 
1.36 percentage points relative to the baseline 
value in 2015. Despite increasing direct 
taxation, poverty increases by only 0.4 
percentage points, from 50.1 to 50.5 percent, 
compared to the baseline in 2015, under the 
assumption of growth consumption elasticity 
of poverty of -1. 

53. As noted, the effectiveness of high 
volumes of foreign aid to boost public 
investment and translate into higher growth is 
fundamentally linked to improvements in 
governance.  The model shows that a gradual 
improvement in the efficiency of public 
investment (through improved governance) 
will have a significant impact on growth and 
the MDGs. The simulation results indicate 
that under the assumption of a gradual 
increase in the efficiency parameter of public 
investment, Niger would enjoy higher growth 
rates, a lower poverty rate, and significant 
improvements in meeting the MDG targets. 
With a growth consumption elasticity of -1, an 
efficiency parameter increasing from 0.5 to 
0.8 (0.1 per year) between 2007 and 2010, and 
a 5-percentage points permanent increase in 
aid to GDP ratio, real GDP per capita 
increases by 2.4 percent relative to the 
baseline value (1.7 percent higher than a lower 
efficiency parameter of 0.5). Poverty falls 
from 67 percent in 2007 to 43 percent (6.6 percentage points compared to the baseline); that is a 4 
percentage point improvement compared to a lower efficiency of public investment. The composite MDG 
indicator increases by a 10.3 percentage point deviation from the baseline; that is a 6 percentage point 
improvement compared to a lower efficiency of public investment. (see Figures). 

 
Niger: Impact of Improving Governance 

 
Niger: Impact of Improved Governance and 5 Percentage Point 

Increase in Aid-to-GDP Ratio on Real GDP per capita Growth Rate, 
Simulation Results for 2008-15 

(Absolute deviations from baseline)

0
0.5

1
1.5

2
2.5

3
3.5

2007 2008 2009 2010 2011 2012 2013 2014 2015

5 percentage point increase in aid-to-GDP ratio (eff iciency parameter = 0.5)

Improved governance and 5 percentage point increase in aid-to-GDP ratio
(increasing eff iciency parameter from 0.5 to 0.8)

Niger: Impact of Improved Governance and 5 Percentage Point 
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Niger: Impact of Improved Governance and 5 Percentage Point 

Increase in Aid-to-GDP Ratio on Poverty Rate, Simulation Results 
for 2007-15 
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Source:  Authors calculations based on the model presented in Chapter 6. 
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54. The proposed strategy requires that the government has in place an aggressive strategy of 
attracting foreign aid in the form of grants. Indeed, given Niger’s recent experience with HIPC initiative 
and MDRI, its ability in terms of borrowing is limited. The results of the recent Debt Sustainability 
Analysis (DSA), which reveals both the fragility and gloomy prospects of Niger’s external debt situation 
provides an additional argument in favor of a shift to grant financing.  However, a legitimate concern 
often expressed by the Government of Niger is that a shift to grant financing may result in reduction in 
the volume of resources available for the country -- as the volume of grants may be lower than loan 
financing. Another important issue for consideration is the potential risk of substitution between sources 
of financing: debt relief versus grants. In fact, the proposed strategy requires additionality of resources 
to finance Niger’s development agenda.  In this context, the donor community can play a positive role by 
ensuring that all resources (debt relief plus grants) available for Niger are allocated to the country. On the 
other hand, the government needs to increase domestic resources without frequent recourse to donors 
financing. Indeed, the issue of financing the proposed growth and MDG strategy is of mutual 
accountability (donors and Government of Niger).  

Growth and MDGs Policy Matrix: Summary of Policy Recommendations 
Policy Theme Priority Recommended Policy 

Actions 
Medium and Long Term 
Recommended Policy Actions 

1. Simultaneously 
increase and better 
target public investment 
in economic 
infrastructure 

Prepare an integrated framework 
to guide public investment in 
infrastructure 
• Design a comprehensive and 

forward looking public 
investment program (PIP) 

• Introduce multi-year investment 
planning processes 

 
Build and rehabilitate 
infrastructure 
• Expand the road networks, 

irrigation infrastructure, and 
water and sanitation facilities 

• Ensure adequate maintenance of 
existing infrastructure 

• Introduce multi-year investment 
planning processes 

 
Target infrastructure investment 
according to clear prioritization 
methods  
• Use cross-benefit analysis to 

target investment infrastructure 
 
Align infrastructure investment 
with spatial policy and urban 
development  
• Prioritize infrastructure 

investment in areas with high 
poverty and high population 
density 

Continue expanding and 
rehabilitating infrastructure 
• Expand the electricity and 

telecommunication networks  
• Ensure appropriate provision 

of maintenance resources to 
ensure the quality of new 
infrastructure 
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• Improve the transport 
infrastructure between 
surrounding rural areas and the 
urban centers 

Target specific public investments 
in rural areas 
• Construct and rehabilitate feeder, 

district and national roads 
• Ensure adequate resources to 

cover maintenance costs 
• Prioritize transport corridors 

linking key agricultural regions 
with primary and secondary cities 

 
 

Growth and MDGs Policy Matrix: Summary of Policy Recommendations 
2. Protect the economy 
against exogenous shock 

Adopt a holistic, multi-sectoral, and 
institutional approach to reduce the 
country’s vulnerability to food 
crises 
• Implement the Rural 

Development Strategy Program  
• Set up financing mechanisms and 

use the country’s cereal reserves 
strategically 

 

 

3. Target sectors with 
high export and growth 
potential 

Focus on niche markets with high 
export potential 
• Facilitate broader participation of 

private sector to expand value-
adding activities  

• Modernize trade transaction 
system 

• Design an export strategy 
• Establish a market information 

system accessible to producers 
and exporters 

 
 
 
 
 
 
 
Promote the development of 
tourism 
• Build public/private partnerships  
• Control the quality and establish 

performance standards 
• Carry out small market surveys 

Invest in production and 
marketing infrastructures in 
sector with high growth 
potential  
• Build and improve irrigation 

infrastructure for crop 
production; preservation and 
storage plants for crops 
(onions and seeds) 

• Build and improve abattoir 
facilities and meat and cold 
chains 

Facilitate access of farmers and 
traders to finance 
Create a development bank to 
support the financing of 
agricultural production 
 
 
 
Establish a Tourism Satellite 
Account  
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on tourists’ likes and dislikes 
• Make the information transparent 

and available to travel agents and 
tour operators 

4. Enhance public goods 
and service delivery 

Fight malaria 
• Distribute free, long-lasting, 

insecticides-treated bed-nets to all 
children in malaria endemic zones 

• Spray the air and ground in 
heavily infested areas 

• Exploit the opportunity to use the 
recently developed clothing with 
embedded mosquito repellent 

Ensure universal access to 
essential health services 
• Scale up investments in the 

health sector 
• Promote sexual and 

reproductive health programs 
and services to address the 
issue of gender bias 

 
 

Growth and MDGs Policy Matrix: Summary of Policy Recommendations 
 Promote universal primary 

education and expand post-primary 
and higher education 
• Continue the current policy of 

constructing new classrooms and 
hiring new contractual teachers 

• Provide cash and in-kind 
subsidies, such as school meals 

• Offer targeted scholarship for 
girls 

 
 
 
• Eliminate gender biases in 

curricula 
• Scale up investments in 

higher education to train 
teachers 

  Invest in improved resource 
management 
• Plant trees to combat 

deforestation 
• Improve farming and land 

management practices to 
combat desertification 

• Treat wastewater to reduce 
nutrient loads in freshwater 
ecosystems 

 Decelerate the population growth 
• Ratify the Protocol to the African 

Charter on Human and Peoples’ 
Rights on the Rights of Women in 
Africa 

• Delay the marriage age 
• Delay the onset of childbearing 
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Growth and MDGs Policy Matrix: Summary of Policy Recommendations 
  Create a transparent and 

investor-friendly environment 
for resource prospecting  
• Ensure a competitive and 

transparent bidding process 
with international scrutiny 

• Set transparent rules for 
sharing risks with prospecting 
companies 

• Design a transparent 
reporting system for revenues 

• Set clear rules for fluctuations 
in revenues and scrutinizing 
expenditures 

  Facilitate the involvement of the 
private sector in the quest for 
achieving the MDGs 
• Promote public/private 

partnerships in MDG areas  
6. Improve economic 
governance to enhance 
the use of public 
resources 
 

• Accelerate the implementation of 
the PEMFAR Action Plan 

 
 
• Elaborate an operational 

mechanism to monitor 
transparency, accountability, 
and effectiveness of core 
growth-enhancing and 
poverty-reducing public 
expenditures 

7. Reinforce the regional 
dimension of growth and 
MDG strategies 
 

Put regional integration at the 
center of growth and MDG 
strategies 
• Reinforce macroeconomic 

stability by continuing to 
implement the WAEMU Growth, 
Convergence and Stability Pact  

 

  
 
• Revisit the WAEMU fiscal 

rules to accommodate the 
protection of core investment 
expenditure 

• Reinforce regional trade in 
the context of ECOWAS  

• Exploit the benefits of  
regional infrastructures in the 
context of NEPAD 
infrastructure agenda  

 
 





 

 

“Niger is just emerging from a catastrophe. The only sustainable way of avoiding a 
repeat is substantial economic growth. Given Niger’s endowments this is difficult: there 
is no single obvious winning strategy” 

Paul Collier, Niger Country Economic Memorandum: “Accelerating Growth and Achieving the Millennium  
Development Goals:  Diagnosis and Policy Agenda”, 
Workshop, Washington D.C., September 26, 2005, 

 
INTRODUCTION 

1. Over the past 45 years, Niger has been unable to sustain high economic growth.  
Short-lived spurts of growth are largely due to the uranium boom in the early 1970s and/or 
exceptional rainfall. Despite the respectable growth levels achieved during the uranium era and 
since 2000, per capita income today is about US$230, nearly the same level in 1976 and about 
half that of 1980.  

2. After the lost decade of the 1990s -- marked by political turmoil and economic 
decline -- Niger has introduced significant reforms and revived growth, especially in the 
past six years.  A wave of reforms led to renewed confidence and translated in strong growth 
rates. Real GDP grew at an average 4.4 percent per year between 2001-2005, implying an 
increase of about 1 percent in per capita income per year, compared to -1.4 percent per year over 
1990-99.  

3. However, this growth spurt has not been sustained nor has it translated into poverty 
reduction. The challenge to faster growth and reducing extreme poverty and human vulnerability 
remains unresolved. The growth spurt was not sustained even during 1970-80, a decade of 
promising future for Niger.6 Rather, growth has leveled off and has been volatile. More troubling, 
economic growth is failing to pull ahead of a rapid demographic growth (population growth is 
estimated at 3.3 percent per year, the highest in the world). Recent evidence suggests that the 
incidence of consumption poverty has not declined between 1992/93 and 2005.7   

4. Niger remains a very poor country with limited natural and human resource 
endowments. The country is ranked the lowest in the world (177th out of 177 countries in 2005) 
according to the United Nations Development Program (UNDP) Human Development Index. It 
remains behind on most of the MDGs. On current trends continue, Niger will fall far short of 
meeting the 2015 targets.  

                                                 
6 During that decade real GDP grew at an annual average of 1.6 percent and income per capita based on PPP stood at 
533 in current US$ equivalent to that of India and Indonesia over the period 1975-80. The savings rate averaged 7.9 
percent of GDP during 1971-80. Niger attracted huge flows of foreign direct investments, mainly directed to the 
uranium sector and investment ratio averaging 17.4 percent of GDP was higher than that of Mauritius. Export ratio 
averaged 19.1 percent of GDP comparable to those of Philippines and Thailand, and far higher than those observed in 
many Sub-Saharan African countries with a similar level of development.  
7 A recent unpublished Government of Niger and World Bank estimate suggest that the poverty rate has reached 62 
percent or 65 percent at end-2005, depending on the methodology used.   
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5. But as Paul Collier notes “this does not mean that Niger’s situation is hopeless”.8 In 
fact, as all participants at the 26 September 2005 Workshop agreed that there is hope and Niger 
appears to be at a turning point.9  

NIGER AT A TURNING POINT 

6. Recent progress is encouraging:  

•  Consolidating democracy and responsive leadership. Niger has undergone a 
fundamental political transition during the past five years. General elections (presidential 
and legislative), took place on November 16 and December 4, 2004, respectively. This 
was the first peaceful and democratic transition between civilian governments in more 
than a decade. President Tandja was reelected with a large mandate of 65 percent in the 
second round. Moreover, as part of the program of political decentralization, Niger’s first 
local elections were successfully completed on July 24, 2004. The government has 
recognized its leading role in addressing the development challenges facing Niger. The 
expectation is that a successful consolidation of democracy will have longstanding 
positive implications for governance, commitment to reforms, poverty reduction and 
overall economic prospects. 

• Better economic and social performance. The strong growth performance over the 
2001-05 period is encouraging and reflects both favorable weather conditions in 2001 and 
2005 and the impact of growth enhancing measures, including increases in capital 
expenditures on infrastructure and improvement in fiscal management. Several social 
indicators have improved over the past five years, in particular in education and health. 
The gross primary enrollment rate increased from about 29 percent in the early 1990s to 
52 percent in 2005, and the ratio of girls to boys in primary schools also increased from 
25 to 40 percent over the same period. The child mortality rate has decreased from 320 to 
262 per thousand between 1990 and 2002. The prevalence of HIV/AIDS is at less than 1 
percent, the lowest in Africa. Yet because these efforts start from a low base, progress to 
date in various social indicators suggests that Niger will not reach most of the MDG 
targets by 2015.   

• Improvement in policies and institutions. For the last 5 years, the average scores from 
the Bank’s Country Policy and Institutional Assessment (CPIA) have been rising in 
Niger, with scores close to the globally accepted “good performance” threshold of 3.5.  

FUTURE DEVELOPMENT CHALLENGES 

7. Niger will need stronger and more dynamic growth rates to meet its development 
challenges. Yet, Niger’s growth potential is mired in a dynamic vicious circles, the convergence 
of which compromises the country’s ability to escape poverty and claim its place among the 
successful stories in Sub-Saharan Africa.  

                                                 
8 P. Collier, “Economic Strategies for Landlocked Africa”. Niger Country Economic Memorandum “Accelerating 
Growth and Achieving the Millennium Development Goals: Diagnosis and Policy Agenda”.  Workshop Washington 
D.C. September 26, 2005.  
9 See “Can Niger Escape the Poverty Trap?”. http://intranet.worldbank.org/WBSITE/INTRANET. October 11, 2005.  
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8. The development challenge of attaining more dynamic growth in order to achieve 
the MDGs would require policy actions on a broader spectrum. Specifically, this would 
require connecting the poor to markets, increasing their income, building their assets, and 
facilitating their access to basic social services in order to enable them to escape the poverty trap 
and scale-up human development in Niger.  

9. Massive investment with a particular focus on infrastructure is essential. Because 
infrastructure is so critical for growth and human development (see Box 3), escaping poverty in 
famine-stricken Niger will require raising the economy’s capital stock in infrastructure and 
human capital. Along these lines and more generally, the Bank’s recent Africa Action Plan called 
for the doubling of spending on infrastructure (both for “new investment and operation and 
maintenance) in Sub-Saharan Africa, from 4.7 percent of GDP in recent years to more than 9 
percent over the next decade for the continent to fill its infrastructure gap. Indeed, the 
prescriptions of the African Action Plan (AAP) has particular relevance for Niger.  

10. Given its scarce resources, it is unlikely that Niger could achieve higher growth 
rates and move out of the poverty traps without significant financing from donors. More and 
predictable aid flows are needed to boost economic growth and help overcome the vicious 
dynamic circles that lock Niger in a low-growth/high poverty equilibrium and improve the living 
standards for a population that is estimated to double by 2050. However, finding adequate foreign 
resources to complement domestic resources to finance growth and MDG strategy is challenging 
for Niger.  

FORMIDABLE OPPORTUNITIES TO MEET THE CHALLENGES 

11. Fortunately important positive developments have recently occurred in the aid 
architecture. This provides a great opportunity for Niger. In 2002, donors at Monterrey, 
Mexico pledged to increase aid levels to Africa significantly.10 The 2005 G8 Summit at 
Gleneagles the world’s richest nations renewed their pledge to support Africa’s development by 
announcing  their intention to move beyond the Monterrey pledges to provide additional 
development assistance and debt relief.11 The European Union has recently committed to 
doubling annual EU aid to over EUR 66 billion by 2010. At least half of this assistance in aid will 
be allocated to Africa, while fully respecting individual member States priorities in development 
assistance.12 

                                                 
10 Donors at Monterrey, Mexico and Kananaskis, Canada committed to increasing aid to Africa substantially. The 
replenishment of IDA-14 (US$1.8 billion additional for Africa), and the African Development Fund (US$1.0 billion 
additional), together with bilateral commitments already reported to the OECD Development Assistance Committee 
(DAC), indicate that annual aid commitments to Sub-Saharan Africa are likely to be between US$10 and US$13 billion 
per year higher by 2007 than they were in 2004.  
11 At the Gleneagles summit the G8 heads of state announced their commitment to double development assistance to 
Africa by the end of the decade – from US$25 billion in 2004 to US$50 billion in 2010.  
12 The EU has adopted a timetable for Member States to achieve 0.7 percent of GNI by 2015, with an intermediate 
collective target of 0.56 percent by 2010, and calls on partners to follow this lead. In addition to doubling EU aid, 
further debt relief will be considered, as well as innovative sources of finance in order to increase the resources 
available in a sustainable and predictable way. Resources will be allocated in an objective and transparent way, based 
on the needs and performance of the beneficiary countries, taking into account specific situations. See European 
Parliament Council Commission: “The European Consensus”. Joint Statement by the Council and the representatives of 
the governments of the Member States meeting within the Council, the European Parliament and the Commission on 
European Union Development Policy. Official Journal of the European Union.  
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12. Consistent with renewed donors’ commitment, Niger has benefited from significant 
aid flows over the past five years. Niger reached the HIPC Decision Point in December 2000 
and was granted debt relief estimated at US$1.2 billion in nominal terms, or US$520 million in 
NPV terms at end-1999 -- reducing the level of the debt-to-exports ratio to a sustainable level of 
150 percent.  The country benefited from interim debt relief in the 2001-2003 periods for a total 
amount of CFAF 37 billion. Successful implementation of the reform program enabled Niger to 
reach the Completion Point under the Enhanced HIPC Initiative on April 12, 2004, and to receive 
additional debt relief (topping up) in the amount of US$142 million. Total official development 
assistance (ODA) more than doubled from US$211 million in 2000 to US$532 million in 2004 in 
nominal terms; or an increase from per capita ODA of US$20 in 2000 to US$44 in 2004. 
Prospects are encouraging. In 2005 Niger was qualified for the provision of the Multilateral Debt 
Relief Initiative (MDRI), resulting in debt service savings estimated at 0.3 percent of GDP in 
2006 and 0.5 percent of GDP in 2007.   

AID, POLICY AND GOVERNANCE 

13. Improvements in the policy environment is critical if Niger is to reap the full 
benefits of increased aid flows. Effective management of aid flows is essential to ensure that 
its potential growth-enhancing, poverty-reducing and MDG-improving effects materialize. 
Improving accountability, transparency, and efficiency in the use of public resources is crucial in 
translating public investment into capital accumulation and faster growth. However, increasing 
efficiency of public investment in Niger is fundamentally related to the ability of the government 
to improve governance.  

14. While a larger volume and more stable aid flows are needed, Niger cannot, and 
indeed should not build its growth and MDG agenda on the sole basis of expected increases 
in foreign aid. The government must also mobilize domestic revenue through appropriate tax 
reforms and revenue-enhancing measures. Gradual increase in government’s domestic revenue 
would reduce reliance on aid flows and increase ownership in the implementation of growth and 
MDG strategy. The issue of financing the growth and MDG strategy raises the issue of mutual 
accountability for the Government of Niger and the donor community in mobilizing resources.  

FOCUS, OBJECTIVES, AND STRUCTURE OF THE REPORT 

15. The central focus of this Country Economic Memorandum (CEM) is to assist 
policymakers in Niger design an appropriate agenda for policy actions to accelerate growth and 
achieve the Millennium Development Goals (MDGs). The CEM is the Bank’s response to a 
demand statement formulated by the Government of Niger to strengthen the analytical 
underpinnings of the ongoing revised PRSP (also called “Strategy Paper for Human 
Development”), with the aim of centering Niger’s next round of economic reforms – in fact, its 
overall agenda around growth and meeting the MDGs.13   

16. The strategic focus of the CEM on issues of growth and the MDGs is motivated by the 
development challenges facing Niger, the ongoing international thinking on strategies for 
achieving the MDGs, and the Bank’s recently approved the AAP (September 2005).  

                                                 
13 See P.R. Agénor, “Building Strategy Papers for Human Development,” Niger Country Economic 
Memorandum “Accelerating Growth and Achieving the Millennium Development Goals: Diagnosis and 
Policy Agenda”.  Workshop Washington D.C. September 26, 2005. 
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17. This report has the following objectives: (i) identify the underlying constraints to strong 
and sustained growth, in particular, the dynamic circles that lock Niger in a low-growth/high 
poverty equilibrium; (ii) understand the key determinants of growth and poverty traps and the role 
increased foreign aid could play to promote growth and help achieve the Millennium 
Development Goals (MDGs); and (iii) help the Government of Niger design a strategy to 
accelerating growth and human development: Strategy Paper for Human Development (SPAHD).  

18. This report is organized as follows: Chapter 1 describes the main features of Niger’s 
economy from a Social Accounting Matrix perspective. It aims to analyze the potential linkages 
between sectors and the impact a policy shock of an increased public investment could have on 
Niger’s economy. Chapter 2 reviews Niger’s growth performance over the past three decades. It 
draws some policy lessons critical to the design of a growth strategy for Niger. Chapter 3 
provides a snapshot of where Niger stands in achieving the MDGs with less than a decade 
remaining. It examines the reasons why Niger is falling short of the goals, describes the recent 
progress, and highlights the challenges ahead. Chapter 4 analyzes the constraints to strong and 
sustained growth with particular focus on poverty traps. Chapter 5 discusses the macro and micro 
foundations for strong growth and achieving the MDGs. It examines the post stabilization 
macroeconomic policy required to enhance the macroeconomic foundations of growth. It also 
identifies the engines of growth and highlights the cross-cutting issues for improving the business 
environment. In addition, the chapter discusses the role the private sector can play in Niger’s 
quest to achieve the MDGs. Chapter 6 analyzes the potential impact that increased foreign aid 
would have on growth, poverty, and other MDGs using Niger’s macroeconomic model. It focuses 
mainly on the links between foreign aid, the level and composition of public investment -- which 
is disaggregated into education, infrastructure, and health -- the supply-side effects of public 
capital, growth, poverty, and other MDGs. Furthermore, it discusses the impact of three policy 
experiments on growth and the MDGs, including an increase in foreign aid (namely grants), debt 
relief, and a combined increase in foreign aid and tax reforms. Finally, it highlights the 
importance of improving governance to maximize the impact of domestic reforms and increased 
foreign aid on growth and the MDGs. Chapter 7 concludes the report and draws up policy 
recommendations, highlighting the policy priorities needed to accelerate growth and achieve the 
MDGs.  

 





 

CHAPTER 1:  SALIENT FEATURES OF NIGER’S ECONOMY FROM  
A SOCIAL ACCOUNTING MATRIX PERSPECTIVE 

 
 
1.1. This chapter presents the salient features of Niger’s economy using social accounting matrices 
(SAMs). Three social accounting matrices were constructed. The first is based on national accounts 
identities (macro-SAM). The second (intermediate micro-SAM) captures the weight of the informal and 
public sectors and is based on the macro-SAM, input-output table, and some household survey 
information. The third SAM, based on micro data is fully disaggregated. Each SAM version reveals 
important characteristics of Niger’s economy. This chapter also analyzes the impact of agriculture 
productivity and public investment shocks using the multiplier model based on the fully-disaggregated 
version of SAM. 
 
1.2. The key findings of the SAM-based analysis are the following: (i) the dominant role of 
agriculture including livestock; (ii) the importance of informal sector; (iii) the negligible share of exports, 
mainly dominated by uranium exports; (iv) the sizeable share of the public sector; (v) the low degree of 
capitalization of the structure of production, dominated by labor intensive activities; (vi) a pattern of 
demand that is dominated by spending on agriculture products; (vii) low level of domestic savings; and 
(viii) relatively low private and public investment as a share of GDP.  
 
1.3. A linkage analysis reveals that few sectors (including non-irrigated food crops, livestock and 
hunting; food and beverage and tobacco, other services, and real estate and business services) are 
characterized by both strong backward and forward linkages. Simulation results show that improving 
productivity in irrigated export crops and irrigated food crops would yield the strongest GDP effects.  
 
1.  Striking Features of Niger’s Economy  

A.  Structure of Production 

1.4. A SAM based analysis highlights the structural characteristics of Niger’s economy. It confirms 
that Niger’s economy is agrarian, characterized by low levels of agricultural productivity, a large informal 
sector, and a large public sector.  
 
1.5. Agriculture accounts for the highest percentage of the value added (37 percent) of the 
Nigerien economy. Second is the informal sector (31 percent) and the private formal sector (21 percent). 
The public sector is also an important part of the economy as it represents about 11 percent of the GDP at 
factor cost. In terms of gross output share, the informal sector leads the way with 37 percent followed by 
agriculture (29 percent), formal private sector (19 percent) and public sector (15 percent). The formal 
(private and public) sectors do not create many jobs. In fact, most of the wage labor is sourced from 
agriculture and the informal sector (69 percent of total wage labor) (see Table 1.1). 
 
1.6. Most of Niger’s exports are produced by the formal private sector (48 percent). This can be 
explained by the predominance of the mining sector (uranium). Agriculture products account for 26 
percent of total exports. Meanwhile, informal sector commodities appear strong in terms of export shares 
as they represent 26 percent of total exports. Imports are dominated by the formal private sector (75 
percent) followed by agriculture (17 percent) and informal sector (7 percent). Imports by the public sector 
only accounts for 1 percent of total imports. With regards to absorption, it is not surprising that 
agricultural products are the most important commodities, representing 34 percent of the aggregate 
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domestic demand, followed by informal sector commodities (29 percent), formal private sector products 
(22 percent), and public sector products (17 percent) (see Table 1.1).  

Table 1.1: Structure of Niger’s Economy in 2004 
 

 

Agriculture
Informal 
Sector

Formal 
Private 
Sector

Public 
Sector Total

GDP f.c. Share 37.3 31.4 20.6 10.7 100
Gross Output Share 28.9 36.9 18.8 15.4 100
Wage Labor 37.7 31.1 19.9 11.4 100
Mixed Income 41.1 42.2 16.8 0 100

Export Share 25.5 26.2 48.3 0 100
Import Share 17.1 6.7 75 1.2 100
Absorption Share 34.1 29.2 19.7 17 100

Labor Share 94.3 93 95.5 100 94.7
Mixed Income share 5.7 7 4.5 0 5.3
Intermediate Demand 13.6 46.5 28.1 57.9 35.3

Activity Taxes 1.2 15.3 75.5 8 100
Import Taxes 17.1 6.7 75 1.2 100
Export Taxes 96.3 1.3 2.4 0 100
Other Indirect Taxes 2.2 4.4 83.2 10.2 100

Sector of Activity

A. Structure of the Economy by Activity

B. Structure of the Economy by Aggregate Commodities

C. Structure of the Economy by Aggregate Activities

D. Structure of Indirect Taxes by Commodities

 
   Source: Calculations from intermediate micro-SAM. 

 
1.7. The structure of production by aggregate activities reveals that the bulk of activities in 
Niger are labor-intensive. In fact, labor income accounts for 93 to 100 percent of the total wage bill for 
each sector listed above. Overall, intermediate demand in the economy represents 32 percent of total 
output. By sector, it is clear that the public sector leads the way with 58 percent, followed by the informal 
sector (47 percent). Intermediate demand for agriculture and the formal private sector accounts for 14 
percent and 28 percent, respectively, of their outputs (see Table 1.1). 

1.8. Activity (production) taxes are mostly borne by the formal private sector (76 percent), 
followed by the informal sector (15 percent). Agriculture and the public sector represent 1 and 8 
percent, respectively. Although most of the import taxes are levied on products of the formal private 
sector (75 percent of total import taxes), it is worth noting that the distribution of import taxes is slightly 
less skewed towards the formal private sector than that of indirect taxes on production. In fact, 7 percent 
is levied on the imports of the informal sector, 17 percent on agricultural imports, and finally 1 percent on 
public sector imports. Export taxes on the other hand are mostly levied on agricultural commodities (96.3 
percent).  The high export tax levied on agricultural products could be explained by the desire of 
policymakers to penalize re-exports of agricultural products14. But such a policy also adversely affects the 
export potential of these products in the sense that Nigerien products become less competitive relative to 
rival country products. Finally, the formal private sector bears most of the 8 billion CFA Francs 
accounting for other indirect taxes (83 percent), followed by the public sector (10 percent). Informal 
sector and agriculture both account for 7 percent of other indirect taxes (see Table 1.1).  

                                                 
14 Regarding the measures applied to Niger’s exports of agricultural, livestock, forestry and fisheries products, an export 
statistical charge (RSE) of 3 percent applies, together with a special re-export tax (TSR).  There is a 5 percent TSR on tobacco 
products exported to countries that are outside the franc zone but are members of the ECOWAS (for example, Nigeria), and the 
rate is 15 per cent to other countries outside the franc zone.  On all other products, the TSR is 10 per cent.  The basis for these 
taxes is the c.i.f. value at Niger’s border, except in the case of live animals, for which Niger has introduced taxable export values. 
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B.  Structure of Demand 

1.9. The pattern of demand is dominated by spending on agricultural products. Agricultural 
products account for about 52 percent of the total consumption of households in agriculture while 
products/services from the formal and informal sectors represent 17 percent and 27 percent, respectively. 
Rather strikingly, public sector services (education, health, electricity) only represent 4 percent of these 
households' final consumption of goods and services. Both the access (low supply) and the relatively high 
cost of these services could explain such a low share of household expenditures. Although the pattern of 
consumption is relatively similar for other household groups, it is worth noting the increasing importance 
of public sector products/services in the consumption behavior of informal, formal and mixed income 
households. In fact, while these commodities account for 6 percent of the total consumption of informal 
and formal households, they represent 7 percent of that for mixed income households (see Table 1.2).  

Table 1.2: Structure of Household Expenditures and Income 
 

Household 
Agriculture

Household 
Informal

Household 
Formal

Household 
Mixed 

Income Total

Agriculture 52.1 43.5 40.1 41 45.6
Informal Sector 27.2 31.2 33.4 32.1 30.4
Formal Private Sector 16.7 19.2 20.5 19.8 18.7
Public Sector 3.9 6.1 6 7.1 5.4
Total 100 100 100 100 100

Auto-Consumption 23 11.2 7.2 9.4 13.8
Marketed Consumption 73.6 84.9 60.7 89.5 74.7
Direct Taxes 0.6 0.7 6.2 0.2 2.2
Savings 2.7 3.1 26 0.9 9.3
Total 100 100 100 100 100

Factor Income 93.4 98.9 99.5 88.5 96.3
Government Transfers 4.6 0.9 0.4 7.1 2.5
Foreign Transfers 2 0.2 0.1 4.4 1.2
Total 100 100 100 100 100

A.  Structure of Consumption

B.  Structure of Expenditures

C.  Structure of Income

 
 Source: Calculations from intermediate SAM. 
 
 
1.10. The distribution of expenditures reveals that households in agriculture, for example, spend 
more on goods and services (97 percent) and save about 3 percent of their total expenditures.  These 
households allocate less than 1 percent of their aggregate spending to the payment of direct taxes. A 
similar pattern is observed for households in the informal sector (see Table 1.2). The structure of 
household income across sources reveals that 96 percent of household incomes come from the 
ownership of factor services. Government transfers account for 3 percent, while foreign transfers 
(e.g., Western Union transfers) represent only 1 percent of household total income. By household 
category, informal and formal sector households receive almost their entire income from factor payment 
(99.5 percent and 98.9 percent, respectively). Mixed income households get 89 percent of their income 
from factor income, 7 percent from government transfers, and the remainder from international transfers. 
Similarly, agriculture-based households earn 93 percent of their income from factor income, 5 percent 
from government transfers, and 2 percent from foreign transfers (see Table 1.2).  



4 

 

 
1.11. With regard to the relative 
importance of public and private 
investment by commodity type, 
government investment accounts for 
38 percent of the total investment of 
Niger compared to 62 percent for 
private investment. Government 
investment is distributed mostly among 
the formal private sector (for example 
construction and other manufacturing), 
accounting for 58 percent of public 
investment. In addition, 35 percent of 
public investment is allocated to the 
public sector (for example, education, 
health, and utilities). Only 7 percent of 
public investment goes to agriculture. On 
the other hand, about one half of private 
investment is allocated to the formal private sector (for example, other manufacturing, construction, and 
mining). The second most important destination of private investment is the informal sector (32 percent), 
followed by agriculture (18 percent) (see Table 1.3). 
 
1.12. Government savings (deficit) accounts for 
-13.5 percent of total savings in Niger (that is -1.8 
percent of GDP). Private savings is more 
important (67 percent of total savings) as it 
explains about 8.9 percent of GDP. Given that 
domestic savings are insufficient to finance total 
investment, Niger turns to foreign savings to fill 
the gap. Consequently, foreign savings represents 
47 percent of total savings (6 percent of GDP). It is 
important to reiterate, however, that public 
investment represents only 5 percent of GDP while 
private investment accounts for 8.2 percent of 
GDP. Unfortunately, these are very low numbers 
as compared to the G11 successful African 
countries. In fact, if Niger wants to grow at rates 
like Ghana or Mozambique, domestic savings need 
to expand significantly in order to finance 
investments which constitute a major determinant 
of economic growth. Table 1.4 shows that Niger 
fares poorly, in terms of private and public investment (as a share of GDP) when compared to a 
selected number of best growth stories in Sub-Saharan Africa, the so-called G11. Countries such as 
Ghana which enjoy sizable and sustainable economic growth rely on the importance of their private and 
public investments. For instance, private investment in Benin, Ghana, Mali, Rwanda and Uganda 
accounts for 12-16 percent of GDP compared to only 8.2 percent for Niger. Except for Ethiopia, whose 
private investment as a share of GDP (9 percent) is close to that of Niger, the importance of private 
investment in other selected comparators is more pronounced than in Niger. In terms of public 
investment, like Uganda, Niger stands at 5 percent of GDP which remains significantly below this ratio 
for all the remaining comparators (for example, 11 percent for Cape Verde, Ethiopia, and Mozambique). 
Given that increased private investment is the result of many reforms and an improvement in the 

 

Table 1.3: Savings-Investment Nexus 
 

Government 
Investment

Private 
Investment

Agriculture 7 17.6
Informal sector 0 32.2
Formal private sector 57.9 50.1
Public sector 35.2 0
Total 100 100

Aggregate investment (%)
38.4         

(5.1% GDP)
61.6          

(8.2% GDP)

Savings % %-GDP
Government -13.5 -1.8
Private 66.6 8.9
Foreign 46.9 6.2
Total 100 13.3

A. Investment

B. Savings

 
   Source: Calculations from intermediate SAM. 
 

Table 1.4: Importance of Investment. Niger and 
Selected Comparators (% GDP) – 2004 

 
Country 
Name 

Private 
Investment 

Public 
Investment 

Niger 8.2 5.1 
Benin  11.5 8 
Burkina 
Faso  10.8 8.3 
Cape Verde  10.9 10.7 
Ethiopia  9 11 
Ghana  16.2 7.2 
Mali  11.6 8.1 
Mozambique 11 11 
Rwanda  13 8 
Senegal  11 9 
Tanzania  11 8 
Uganda  16 5 

           Source: 2004 Niger SAM; World Bank WDI  
           database, 2005.
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investment climate, it is critical that Nigerien authorities increase the importance of public investment in 
order to spur a rapid growth.  
 
C.  Contribution of Sectors to GDP and Structure of Aggregate Demand 

 
 
1.13. Figure 1.1 shows the aggregate 
contribution of the primary, secondary, 
and tertiary sectors to GDP. It reveals a 
pattern which is common to developing 
countries: the relative importance of the 
primary and tertiary (mostly informal) 
sectors and weakness of the production 
(manufacturing) sector.  
 
1.14. Livestock is the most important 
sector in terms of GDP contribution (14 
percent of GDP), followed by non-

irrigated food crop agriculture (13 percent). Two tertiary sectors (other services and real estate and 
business services) come in at third and fourth place, each accounting for about 20 percent of GDP. Mines, 
quarrying, food, beverages and tobacco in the secondary sector are the next most important representing 8 
percent and 6 percent of GDP, respectively. Public administration accounts for 5 percent of GDP while 
irrigated food agriculture, construction, transportation and communication, and non-irrigated export 
agriculture each account for about 4 percent of GDP. Each of the remaining sectors accounts for less than 
3 percent of GDP.  
 
1.15. In terms of aggregate demand, private consumption accounts for 85 percent of GDP while 
government consumption represents 12 percent. Public and private investment represent 5 percent and 9 
percent of GDP, respectively (see Table 1.5). Overall, domestic absorption accounts for 110 percent of 
GDP -- which suggests some level of import dependence. Finally, aggregate exports represent 15 percent 
of GDP while aggregate imports account for 26 percent of GDP.  
 
1.16. The structure of private consumption indicates that non-irrigated food agriculture is the 
most important commodity (16 percent of GDP) followed by food products beverages and tobacco 
(11.3 percent of GDP) and livestock and fishing (10.5 percent). The two next most important items of 
household consumption are other services (8 percent of GDP) and real estate and business services (7 
percent of GDP).  
 

Figure 1.1: GDP Sectoral Contributions 
 

Primary, 39%

Secondary, 26%

Tertiairy, 35%

 
  Source: Niger 2004, fully disaggregated SAM. 
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Table 1.5: Structure of Aggregate Demand (% GDP) 
 

Sectors 

GDP market 
price  

(Bill. FCFA) 
Private 

Consumption 
Government 
Consumption 

Public 
Investment 

Private 
Investment 

Domestic 
Absorption Exports Imports 

Irrigated Food Agriculture 65.4 4.3 0.0 0.0 0.0 4.3 0.0 0.0 

Non-irrigated Food Agriculture 205.3 15.8 0.0 0.0 0.0 15.8 0.0 2.2 

Irrigated Export Agriculture 36.9 0.8 0.0 0.0 0.0 0.8 1.5 0.1 

Non-irrigated Export Agriculture 57.5 3.0 0.0 0.0 0.0 3.0 0.1 1.0 

Livestock and Fishing 224.9 10.5 0.0 0.4 0.7 11.5 3.0 0.0 

Forestry 48.7 1.3 0.0 0.0 0.0 1.3 0.0 0.0 

Mining and quarrying 136.1 0.0 0.0 0.1 0.3 0.4 8.8 0.0 

Food products and beverages 101.1 11.3 0.0 0.0 0.0 11.3 0.1 2.4 

Textiles, clothing, footwear and leather 20.5 2.7 0.0 0.0 0.0 2.7 0.0 1.6 

Chemical production 17.3 4.0 0.0 0.0 0.0 4.1 0.1 4.2 

Metals production 10.2 0.6 0.0 0.0 0.0 0.6 1.1 1.3 

Other manufacturing 47.4 2.8 0.0 1.1 2.9 6.8 0.1 7.1 

Petroleum 0.0 3.1 0.0 0.0 0.0 3.1 0.0 3.7 

Utilities (Electricity, Gas, and water) 20.7 2.6 0.0 0.3 0.0 2.9 0.0 1.6 

Construction 65.1 0.4 0.0 1.6 4.1 6.1 0.0 0.0 

Transport, and communication 63.2 2.9 0.0 0.0 0.0 2.9 0.2 0.2 

Financial intermediation 9.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Real estate and business services 150.4 6.8 0.0 0.2 0.4 7.3 0.0 0.0 

Hotels and restaurants 11.6 2.5 0.0 0.0 0.0 2.5 0.0 0.0 

Other services 168.8 8.0 0.0 0.0 0.0 8.0 0.0 0.0 

Public Administration 82.8 0.0 6.3 0.0 0.0 6.3 0.0 0.0 

Education services 53.0 0.5 5.5 0.5 0.1 6.6 0.0 0.0 

Health and social services 19.0 0.2 0.0 0.9 0.1 1.2 0.0 0.0 

Community, social and personal services 14.2 0.8 0.0 0.0 0.0 0.8 0.0 0.0 

Total 1629.6 84.8 11.8 5.1 8.5 110.3 15.2 25.5  
        Source: Niger 2004 fully-disaggregated SAM. 
 
 
1.17. Public administration and education have nearly equal shares of 12 percent of GDP accounted for 
by government consumption (see Table 1.5). With respect to public investment, infrastructure related 
items such as construction, other manufacturing, health and education, together account for about 4 
percent of GDP. A similar pattern is also observed for private investment with construction and other 
manufacturing accounting for 4 percent and 3 percent of GDP, respectively.  
 
1.18. In the external sector, mining and quarrying products (mostly uranium) appear to be the 
most important exports, accounting for 9 percent of GDP followed by livestock (3 percent), 
irrigated export crops (1.5 percent of GDP), and metals products (1.1 percent). Remaining 
commodities such as transportation services, chemical products, other manufacturing, food and 
beverages, and non-irrigated export crops, collectively represent 0.7 percent of GDP. On the import side, 
other manufacturing, chemical products, petroleum, food beverages and tobacco, non-irrigated food 
crops, textiles, and utilities are the most important imported commodities of Niger accounting 2 to 7 
percent of GDP. Imports of the remaining products/services represent less than 1 percent of GDP.  
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D.  Structure of Investment 

1.19. Forty-eight percent of total private 
investment is allocated to construction (Figure 1.2).  
This includes mainly road construction and 
buildings. The second highest recipient of private 
investment is other manufacturing (34 percent), 
which includes mostly machinery, cars, and related 
equipment. Only 8 percent of private investment is 
allocated to livestock. On the public investment 
side, 30 percent goes to construction (e.g. roads & 
buildings construction) and 22 percent is allocated 

to equipment and vehicles purchase (Figure 1.3). Meanwhile, unlike private investment, a relatively 
important proportion of public investment is allocated to health (18 percent) and education (11 percent) 
infrastructure. Additionally, livestock receives about 7 percent of public investment while utilities get 5 
percent. 

 
E.  Structure of Taxes 

1.20. Table 1.6 shows the breakdown of taxes by 
activities/commodities. Other manufacturing 
contributes 38 percent of the total activity taxes, 
compared to 20 percent for non-irrigated 
agriculture.  These taxes include license fees and 
other fines related to the production process. 
Chemical products are associated with about 20 
percent of total import taxes, petroleum (17 
percent), food and beverages (16 percent), other 
manufacturing (14 percent), and non-irrigated 

agriculture (12 percent). Meanwhile, other products such as utilities, textiles clothing & leather, non-
irrigated export crops, and metal products account for 1 to 8 percent of total import taxes. The 
composition of export taxes is also provided in the table; livestock & fishing (54 percent), other 
manufacturing (25 percent), irrigated export crops (15 percent), non-irrigated export crops (4 percent) and 
mining (2 percent). Finally, utilities carry the bulk of other indirect taxes (71 percent). 
 
1.21. The structure of taxes levied on household incomes (Table 1.7) indicates that 49 percent of total 
direct taxes are paid for by households whose heads are skilled in the formal sector. Meanwhile, 26 
percent are levied on their unskilled counterparts. Direct taxation of households in the formal sector 
represents more than 75 percent of total revenue. This reflects the characteristics of economies with large 
agricultural and urban informal sectors. 
 
 

Figure 1.2: Structure of Private Investment 
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      Source: 2004 Niger fully-disaggregated  SAM.

 
Figure 1.3: Structure of Public Investment g
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Table 1.6: Structure of Taxes by Activities/Commodities (%) 
 

  
Activity 
taxes 

Import 
taxes 

Export 
taxes 

Other 
indirect 
taxes 

Irrigated Food Agriculture 0.7 0.0 0.0 0.3 
Non-irrigated Food Agriculture 0.8 12.2 0.0 0.3 
Irrigated Export Agriculture 0.0 0.6 15.0 0.0 
Non-irrigated Export Agriculture 19.9 4.3 3.9 5.8 
Livestock and Fishing 8.1 0.0 54.1 0.5 
Forestry 1.5 0.2 0.0 0.4 
Mining and quarrying 1.5 0.0 2.3 0.2 
Food products and beverages 1.4 15.9 0.0 0.3 
Textiles, clothing, and leather 0.7 7.2 0.0 4.6 
Chemical production 0.4 19.9 0.0 0.4 
Metals production 8.0 1.1 0.0 1.3 
Other manufacturing 37.8 13.9 24.7 8.1 
Petroleum 0.0 17.2 0.0 3.0 
Utilities (Electricity, Gaz, and water) 3.1 7.5 0.0 71.4 
Construction 7.8 0.0 0.0 0.3 
Transport, and communication 4.1 0.1 0.0 0.0 
Financial intermediation 0.4 0.0 0.0 0.0 
Real estate and business services 0.0 0.0 0.0 1.9 
Hotels and restaurants 2.1 0.0 0.0 1.1 
Other services 1.6 0.0 0.0 0.0 
Public Administration 0.0 0.0 0.0 0.0 
Education services 0.0 0.0 0.0 0.0 
Health and social services 0.0 0.0 0.0 0.0 
Community, social and personal services 0.0 0.0 0.0 0.0 
Total 100 100 100 100 

 
Source: 2004 Niger fully-disaggregated  SAM. 

 

Table 1.7: Structure of Direct Taxes 

  

Direct 
taxes 

(CFAF 
billion) % 

Household-Food crops 1.91 6.7 
Household-Export crops 0.53 1.9 
Household-Other agriculture 1.36 4.7 
Household-Skilled formal sector 14.14 49.4 
Household-Unskilled formal sector 7.48 26.1 
Household-Informal sector 2.49 8.7 
Household-Capital earners 0.72 2.5 
Total  28.62 100.0  

    Source: 2004 Niger fully-disaggregated  SAM. 
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Box 1: The Informal Sector in Niger 

 
The informal sector accounts for about 75 percent of Niger’s GDP. The most striking features of this sector 
are the following:  
 
• Informal sector comprises both enterprises in urban and rural areas. A survey by the DSCN carried out 

in the 1990s revealed that there were 667 935 informal enterprises, of which 41.5 percent were 
involved in production activities, 35.2 in commerce and 23.3 in services. 

 
• The survey also indicated that about 15 percent of informal enterprises were located in urban area. This 

geographical location may explain the fact that local communities and departments contain the highest 
number of enterprises operating in the informal sector.  

Box 1 continues … 
 
• Since 1998, the informal sector has grown by 4 percent per year. This growth has been the result of  

commerce activities due to cross-border trade. Nigeria is Niger main trade partner and informal trade 
characterizes the economic relations between Niger and Nigeria (See Box 7). 

 
The main features of informal enterprises are as follows:  
 
• Enterprises in urban area seem relatively old: on average 8.5 years. About 87 percent of them are 

family property and in 88.9 percent the business is located outside the owner’s home.  
 
• These enterprises are small scale: on average 6.1 employees. The education level of those running 

enterprises in the informal sector is very low: 65 percent of employees in those firms are not educated. 
Only 21 percent of employees have completed the primary school and about 13 percent the secondary 
school. The share of employees with technical skills is about 0.2 percent.  

 
• About one-third of employees in informal enterprises are relatives of the owner and only 7.8 percent 

are women. Equally noteworthy, 22 percent of employees are less than 18 years old.  
 
• These enterprises sell much of their production (79.7 percent) to individual domestic consumers. Thus, 

they export very little.  
 
• Informal enterprises utilize very little written documentation. In practice, 99.1 percent of these firms 

have no certified accounts. This lack of accounting procedures is a constraint to outside financing. 
Indeed in 2004, less than 1 percent of these firms had access to debit accounts and less than 10 percent 
borrowed from banks. Most of these informal enterprises have recourse to self-financing.  

 
   Source: Enquête Entreprises au Niger 2005/2006. 
 
 
2.  Results of Linkages Analysis  

1.22. The linkage analysis based on the SAM multiplier matrix (Figure 1.4) shows that growth would 
be sustained in Niger if the following key sectors are stimulated: non-irrigated food crops, livestock and 
hunting, food and beverages and tobacco, other services, real estate and business services. These sectors 
are characterized by both backward and forward linkages indices greater than the economy’s linkage 
average (i.e., one). The strongly backward linked sectors but weakly forward linked include transport, 
irrigated food crops, non-irrigated export crops, forestry, hotels and restaurants, mining, irrigated export 
crops, community services, financial services, metals production, and construction. As such, these sectors 
can stimulate significantly other sectors of the economy. The linkages analysis also reveals that none of 
the sectors was found to be strongly forward linked but weakly backward linked. Finally, utilities, 
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textiles, education, other manufacturing, chemical production, health services, and public administration 
cannot be stimulated, nor can they stimulate significantly other sectors in the economy. It is important to 
note that although this linkages analysis is useful, one should be cautious when using it for policy 
implications. In fact, it is possible that a sector has strong linkages with households. However, this is not 
taken into account here since the analysis only focuses on inter-industry transactions. 
 

Figure 1.4: Linkages Analysis, 2004 
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Source: SAM multiplier model based on Niger 2004 fully-disaggregated SAM using SIMSIP_SAM software. 

 
 
3.  Policy Simulations: Design and Results 

A.  Simulation Design 

1.23. Two sets of simulations were conducted to assess the importance of economic linkages in Niger. 
The first one is a comparison of the economy-wide effects of a productivity shock in various agriculture 
sectors, including irrigated food crops, Non-irrigated food crops, irrigated export crops, non-irrigated 
export crops, and livestock and fishing. More precisely, in this first series of simulations, for each sub-
sector of the agriculture sector, we examine the effects on aggregate production (GDP), and a household’s 
income of an output increase of 1 percent of GDP (i.e., 15.3 billion CFAF). Normalizing the size of the 
shock to GDP allows us to compare these scenarios (on the same basis) in terms of which sector will 
provide the most benefits if its productivity were to be improved. Under this simulation agriculture 
(including livestock which is overwhelmingly rural) represents about 40 percent of Niger’s GDP and is 
responsible for 90 percent of employment creation. Consequently, improved agriculture productivity 
would influence incomes in the rural sector where poverty is high. This in turn would have an impact on 
the rest of economy, albeit the strength of this economy-wide effect depends on the strength of economic 
linkages between household incomes, consumption, and production. 
 
1.24. These experiments are performed with the SAM multiplier model as a supply/output simulation 
caused by a shock in productivity. Technically, output of the sector of interest (agriculture) is maintained 
exogenous/fixed in the simulations. This provides opportunities to conduct the experiment of a change in 
production of that sector. 
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1.25. The second simulation concerns the effects of an increase in public investment by 2.5 percent of 
GDP (i.e., 42 billion CFA Francs). The choice of this magnitude is motivated by the following: (i) as was 
mentioned earlier, public investment as a share of GDP for Niger (5.1 percent) is among the lowest in 
Africa, (ii) it is useful to examine what will happen should public investment (as a share of GDP) increase 
to the level of the sub-region (ECOWAS) of 7.6 percent. This is equivalent to increasing the public 
investment-GDP ratio by 2.5 percentage-points. Moreover, we assumed for this experiment that total, 
public, and private investment/savings were endogenous. In order to perform this simulation, it was 
assumed that although public investment is in the endogenous block of the SAM multiplier model, it was 
considered fixed or constrained at its base-year level. This allows simulation of the public investment 
shock in a fashion similar to what is done when an increase in the production of a sector is modeled in 
SAM multiplier models. That is, assuming that the production of the sector in question is constrained in 
the base-year. In that case, the simulation is about examining the general equilibrium effects of an 
increase in the production of that sector (see the first set of simulations). Analogously, the public 
investment shock simulation is about evaluating the economy-wide effects of an increase in the 
previously constrained value of public investment. Moreover, recall that the savings-investment account 
in the SAM represents the market for loanable-funds which channels savings into demand for investment 
goods (Robinson and Roland-Holst, 1998).   
 

 
B.  Simulation Results  

1.26. The results for the shock on 
agricultural productivity are presented in 
Table 1.8 and Figure 1.5. Table 1.8 presents 
the effects on sectoral outputs. It reveals that 
the productivity change naturally benefits 
more the destination sector of the shock. 
Figure 1.5 displays the GDP effects of a 
productivity shock (1 percent of GDP) in 
agriculture. The largest GDP effect (2.6 
percent) is obtained when productivity is 
improved in irrigated export crops. It also 
shows that an improved productivity in 
irrigated food crops would yield the 

second most important GDP effect (2.4 percent). A productivity-led output shock in livestock and non-
irrigated export crops will provide a 2.2 percent increase in GDP. Finally, a productivity shock in non-
irrigated food crops gives the smallest GDP effect (1.9 percent). In short, a production increase in 
agriculture by 1 percent of GDP leads to GDP effects ranging from 1.9 percent to 2.6 percent. This 
indicates that increasing agricultural productivity could have poverty-reducing effects, as about 90 
percent of the population relies on agriculture for their livelihood. The effects of these simulations on 
household income are presented in Table 1.8. It shows that households receiving most of their income 
from agricultural activities will benefit more from a productivity shock in agriculture. Additionally, 
capital earning households are also listed among the most important beneficiaries. This suggests that the 
more productive the land owned by these households, the higher its returns.  
 

 
Figure 1.5: Productivity Shocks in Agriculture – GDP 
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    Source: SAM multiplier model based on Niger 2004 fully- 
    disaggregated SAM using SIMSIP_SAM software. 
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Table 1.8: Selected Simulation Results 

 

IR food 
crops

Non-IR food 
crops

IR Export 
crops

Non-IR 
Export crops Livestock 

Sectoral output effects

Irrigated Food Agriculture 21.3 2 2.8 2.3 2.3 5.3

Non-irrigated Food Agriculture 2.8 7.1 3 2.6 2.5 5.2

Irrigated Export Agriculture 1 0.8 38.9 1 0.9 2.1

Non-irrigated Export Agriculture 2.2 1.8 2.5 25.3 2.1 5.2

Livestock and Fishing 1.7 1.4 1.9 1.6 6.3 5.2

Mining and quarrying 0.1 0 0.1 0.1 0 1.7

Food products and beverages 2.4 1.9 2.6 2.2 2.4 5.3

Textiles, clothing, footwear and leather 2.3 1.8 2.5 2.1 2 5

Chemical production 3.1 2.2 2.9 2.3 2 5.7

Other manufacturing 0.8 0.6 0.8 0.7 0.7 10.7

Utilities (Electricity, Gaz, and water) 1.9 1.5 2.1 1.7 1.5 8.2

Construction 0.2 0.1 0.2 0.2 0.2 15.7

Transport, and communication 1.5 1.3 1.7 1.4 1.4 4.8

Financial intermediation 0.5 0.4 0.5 0.5 0.4 6.4

Real estate and business services 2 1.6 2.1 1.8 1.8 6.4

Hotels and restaurants 2.5 2 2.8 2.3 2.1 5.2

Other services 1.7 1.6 1.9 1.7 1.6 5.5

Education services 0.1 0.1 0.2 0.1 0.1 4.6

Health and social services 0.3 0.3 0.3 0.3 0.2 40.1

Community, social and personal services 3.2 2.5 3.5 3 2.2 5

Production multiplier 2.2 1.8 2.4 2.1 2 5.7

GDP effects 5.5

Private investment effects n/a n/a n/a n/a n/a 3.8

Household Impact

Household-Food crops 3.9 3 4.2 3.6 2 4.7

Household-Export crops 4.8 3.8 5.3 4.5 2.2 4.4

Household-Other agriculture 2.3 1.8 2.5 2.1 4.3 5

Household-Skilled formal sector 0.6 0.5 0.6 0.5 0.5 6.2

Household-Unskilled formal sector 2.6 2.1 2.9 2.5 1.5 5.5

Household-Informal sector 1.7 1.5 1.9 1.6 1.7 5.6

Household-Mixed income (Capital earners) 2.9 2.5 3.1 2.7 2.5 5.1

Household income effects 2.3 1.9 2.6 2.2 2.1 5.4

Public 
Investment 

shock 

Productivity shock simulations

 
 Source: SAM multiplier model based on Niger 2004 fully-disaggregated SAM using SIMSIP_SAM software. 

 
 
1.27. Simulations that yield the most important outcome in terms of households’ welfare are the ones 
from a productivity shock on irrigated export crops and irrigated food crops. Obviously, this result raises 
another important issue: the relevance of irrigation for agriculture productivity. Niger is an arid country 
where agricultural harvests heavily depend on climatic variations. The reliable supply of irrigation are 
among several key requirements for sustained growth in agricultural productivity. In most African 
countries, farmers’ access to irrigation is limited and costly. Improved access to irrigation will  remove 
several bottlenecks to agricultural growth. Nevertheless, just by itself, improving access to irrigation 
infrastructure is not enough to enhance agricultural productivity. As noted, improving rural infrastructure 
in general (e.g., irrigation, roads, telecommunications, water and sanitation, etc.) is critical for sustained 
growth and poverty reduction. For instance, following an irrigation-led production increase in agriculture, 
road infrastructure would be needed to transport harvest to markets. Moreover, farmers and/or their 
children would need to be trained /educated to more effectively utilize new technologies to improve their 
fields,-- otherwise the benefits of irrigation could be lost. To mitigate these problems, authorities should 
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adopt a holistic approach. Finally, increasing the poverty-reducing impact of agriculture is essential to 
achieving the Millennium Development Goals. 
 
1.28. The result for the public investment shock is presented in Table 1.8. It presents the sectoral 
effects of a 2.5 percent of GDP in public investment. The major beneficiaries in terms of output are 
health services (40 percent output increase), construction (16 percent), other manufacturing (11 
percent), and utilities (8 percent). Clearly, a change in public investment mostly affects infrastructure 
sectors. Mining and irrigated food crops benefit the least from a public investment shock. Presumably, at 
least for the latter, this can be explained by the fact that currently, only a small fraction of public 
investment is devoted to improving irrigation. Table 1.8 also shows that aggregate production will 
increase by 5.7 percent while GDP (factor cost) rises by 5.5 percent, and that public investment shock will 
have a positive effect on private investment, estimated at 3.8 percent. Broadly, there seems to be a 
complementarity effect between the two types of investment and this effect of complementarity relates the 
stock of public capital to the flow of private investment.  
 
1.29. The effect on households of an increase in public investment are displayed in Table 1.8. It shows 
that aggregate income of households will increase by 5.4 percent. Across household categories, this shock 
will disproportionately benefit skilled formal, unskilled formal and informal sector households as their 
respective income increase ranges from 5.5 to 6.2 percent. After all, benefiting sectors such as health 
services and utilities tend to utilize more skilled labor. Although the difference of income effects among 
various households is not very pronounced, it should be noted that households in the primary sector are 
those who benefited the least (4.4 to 5.0 percent). This is explained, as noted earlier, by the fact that only 
a small proportion of public investment is allocated to agriculture. 



14 

 

CHAPTER 2:  A REVIEW OF GROWTH PERFORMANCE OVER  
THE PAST THREE DECADES:  

DIAGNOSIS, LESSONS AND CHALLENGES 
 
2.1. Niger’s growth performance over the past thirty years has been poor. GDP per capita contracted 
by 1.4 percent per year on average between 1974 and 2005, one of the worst performances recorded in 
Africa over that period. Niger performed far worse than its two neighbors, Mali and Burkina Faso, which 
faced similar structural constraints -- sending Niger from being the richest to the poorest of the three (see 
Figure 2.1). Moreover, Niger had the worst per capita growth rate of the top 20 countries receiving 
repetitive adjustment loans during the period 1980-1999 (Easterly, 2002). While the declining trend in 
GDP per capita was reversed over the last decade, Niger’s current growth trend is not high enough to 
improve living conditions of Nigeriens.  
 
2.2. Increasing GDP per capita growth is a 
prerequisite for Niger to make progress 
toward reducing poverty and meeting the 
MDGs.  
 
2.3. Chapter 4 provides a detailed 
review and analysis of the major constraints to 
growth, the channels through which they 
operate, and the poverty trap mechanisms. 
 
2.4. The aim of this chapter is to provide a 
detailed diagnosis of Niger’s development 
track record in order to highlight the main 
lessons of its recent economic history, assist the 
government’s future economic policy as well 
as guidelines to the donor community. The particular focus on the historical legacies, the impact of 
exogenous shocks and economic policy (on which the government and the donor community have some 
leverage on) gives insights into the forces that has shaped Niger’s growth record. 
 
2.5. The main findings are the following: First, several shocks including repetitive droughts, terms of 
trade shocks, end of the uranium boom, and unpredictable policies in Nigeria, adversely affected Niger’s 
economy over the past three decades; (ii) inadequate economic policy at the time of the uranium boom 
and recurrent political instability in the 1990s did not enable Niger to create a sound and dynamic basis 
for strong and sustained growth; (iii) growth accounting (albeit the exercise suffers from several flaws) 
reveals that the sources of growth are limited; and (iv) foreign aid has played an instrumental role in 
supporting growth; yet, much more is needed in terms of volume and predictability of aid flows to spur 
growth in resource-scarce Niger. 
 
 
1.  A Retrospective Diagnosis: 1970-2000 

2.6. Niger’s economy experienced a uranium-led boom from the mid-70s to the early 80s. This served 
to invigorate growth, improve the country’s long-term economic prospects and generate dramatic 
structural changes in the economy. But this opportunity was short-lived as several exogenous shocks 
triggered a financial crisis spurring recession. In the 1990s, mounting political instability generated 

 
Figure 2.1: GDP Per Capita (constant 1995 US$) 
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incomplete and haphazard adjustment policies that hampered recovery. Over the period, GDP per capita 
contracted while poverty expanded15. 
 
A.  The Uranium Boom Illusion 

2.7. From independence in 1960 until 1974, Niger’s economy was dominated by the rural sector. 
With an urban population growth rate of 6 percent, this sector represented on average of about 60 percent 
of the GDP. The agricultural sector was divided in two main areas of activity: subsistence agriculture for 
home consumption and groundnuts production to generate income. Groundnuts played a crucial role in 
the economy: it contributed between 50 to 70 percent to exports receipts, served as a catalyst to industrial 
sector development (to process groundnut into oil), prompted transport infrastructure development and 
stimulated trade activities. But with the sudden deterioration of climatic conditions in the mid-1970s – 
Niger experienced one of its worst period of droughts from 1973 to 1975, while the drop in international 
prices drastically reduced groundnut production. Over the period, the average GDP growth – 1.4 percent – 
was lower than population growth leading to a decline in GDP per capita by 1.4 percent per year on 
average. These fifteen years could be divided in two distinctive periods: seven years of bad weather 
conditions succeeded by eight years of exceptional rainfalls: from 1960 until 1968, the GDP grew on 
average at 7.3 percent per year; from 1968 to 1974 it declined by 4.9 percent per year. 
 

 
Figure 2.2: Uranium Receipts increased during 1970s, but subsequently declined 

 

Sources: Direction de la Statistique et de la Comptabilité Nationale  (Niger) and author's calculations
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2.8. A sizable uranium boom modified the structure of the Nigerien economy. Uranium extraction 
started in 1971 in the Northern part of Niger. It began to have a significant impact on the economy in 
1975 when mining production surpassed 1000 tons and uranium prices increased sharply in the wake of 
the mid-1970s international oil shock. Quantities produced rose at an annual average of 30 percent during 
the 70s (with a peak of 4,367 tons in 1981) while prices went up fivefold in nominal terms between 1973 

                                                 
15 Niger’s national accounts statistics are of poor quality and do not allow for a comprehensive analysis of growth performance, 
living conditions and poverty trend. There are substantial problems with the data. Constant price estimates are unreliable due to 
deficiencies in the price indices and deflator used. Annual GDP estimates by expenditure are available only at current prices. 
Estimates for the value added in the informal nonagricultural sector are based on a twenty-year old survey. As for agriculture, 
there are inconsistencies between national accounts and output data from the Ministry of Agriculture. The reference base of the 
constant price accounts (1987) is obsolete and no longer reflects the current structure of the economy. Data used in the chapter 
draw alternatively on national statistics published by the Direction Nationale de la Statistique (DSCN), and data published by the 
IMF and the World Bank. 
 



16 

 

and 1979-80 (see Figure 2.2). The nominal value of uranium production represented as much as 20 
percent of Niger’s GDP at the peak of the boom (1979 and 1980).  
 
2.9. The transmission of this boom to the rest of the economy operated through three main 
channels:  
 

(i) Through uranium sector investments and purchases of intermediate goods. Two-
fifth of uranium export revenue was spent locally (Azam, 1999). Since the uranium mines 
are located in the Sahara desert, it was necessary to create an urban center (Arlit) to house 
workers and to develop energy and transport infrastructure to extract and export the 
mineral. These investments and purchases generated business opportunities and private 
companies mushroomed to take advantage of them. 

 
(ii) Through government economic policy. The uranium boom led to a sharp increase in 

budgetary revenue: a five-fold increase in nominal terms between 1974 and 1981 to reach 
14.6 percent of GDP at the end of the period against 6.1 percent in 1974. Benefiting from 
this revenue windfall, the government drastically increased public investment, especially 
at the end of the period, and hired civil servants (the number of civil servants increased 
by 82 percent between 1976 and 1982). The authorities also considered this boom as an 
opportunity to stimulate long term economic growth via the creation of a vast sector of 
public enterprises: in 1981, 54 public enterprises were contributing to 24 percent of the 
value added of the modern sector and to 46 percent of its employment. These companies 
were nonetheless operating (i) in sectors where the private sector is more efficient than 
the public sector, (ii) without efficient management and controls from the government 
and (iii) with pricing policies that were not covering the costs (Mas and Naudet, 1992). 
Not surprisingly, most of them quickly fell into financial problems and were unable to 
meet service payments on their external debt, thereby further burdening the budget. The 
budgetary revenue windfall was not sufficient to finance the burgeoning expenditures. 

 
(iii) Through massive international lending. ‘Push’ factors: international context of petro-

dollars recycling, and ‘pull’ factors, a widespread belief that Niger was a creditworthy 
country (as uranium was considered a promising source of energy substitution for oil) 
contributed to massive foreign financing. The debt-to-GDP ratio doubled between 1975 
and 1982 to reach 30 percent and debt was increasingly contracted from private creditors 
(37 percent of the debt stock in 1982). 

 
2.10. This favorable economic environment triggered an economic boom: average annual GDP 
growth reached 7.5 percent during 1975-1982, while the per capita growth rate reached 4.5 percent. 
By 1981, the Nigerien economy was significantly different from what it was a decade earlier. The mining 
sector contributed 14 percent to GDP at the end of the 1970s while it was non-existent ten years earlier. 
Exports of uranium accounted for 80 percent of official exports from 17.3 percent in 1972. Revenue from 
the uranium sector contributed to 24 percent of total budgetary revenue. The investment-to-GDP ratio 
reached 20 to 25 percent against 8 percent before the boom. The agricultural sector became less important 
as the mining sector expanded. The weight in the economy of non-mining tradables went down and that 
of non-tradables went up. Construction and public works expanded relatively faster than the other non-
tradable sectors16. Given the widespread system of price controls, excess demand was only partly 
reflected in the rate of inflation (which averaged 10 percent between 1978-80), but led to rising external 
imbalances with the current account deficit exceeding 10 percent of GDP. 
 

                                                 
16 This reflects the well-known Dutch disease effects.  
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2.11. Statistical information about poverty trends over this period of economic expansion is not 
available (World Bank, 1996). It is nevertheless, likely, that the urban poor indirectly benefited from the 
increase in aggregate demand. The rural poor may have benefited from the damaging impact of the 1973-
74 drought -- from the improvements in weather conditions and from remittances sent by family members 
working in cities. 
 
2.12. The uranium boom turned to be a mix of structural and temporary shock. Thirty years later, 
uranium is still the main contributor to Niger’s exports and mining companies remain the most important 
businesses of the country. But international demand and prices skyrocketed for a short period (of seven 
years) when the mines entered full production before suffering a structural decline. Throughout the 1970s 
and the beginning of the 1980s, the government, and indeed, the international community considered the 
uranium boom permanent. Future benefits were expected to be even higher than those prevailing at the 
time -- thereby justifying an expansionary economic policy17. It triggered both structural changes in the 
economy and in the behavior and expectations of Nigeriens which were difficult to reverse when the 
actual outcome turned out to be far below expectations.  
 
B.  Negative Shocks Spurred Recession and Triggered Structural Adjustment Policies 
(1982-87) 

2.13. International demand for uranium collapsed in the early 1980s. This reflected a combination 
of: (i) rising environmental concerns over nuclear facilities, (ii) lower incentives to develop alternative 
energy sources to oil as petroleum prices gradually declined, and (iii) erosion of Cold War tensions 
reducing military demand for plutonium and increasing the supply of recycled uranium products.  
 
2.14. This drop in international demand of uranium had a significant impact on Niger’s 
economy, although it was not completely passed on through prices given the specific agreements 
linking Niger and importer countries.18 The production declined by 28 percent before reaching a 
plateau of 3,000 tons. This contraction spilled over to the rest of the economy through the above-
mentioned transmission mechanism, most notably the reduction in government expenditure. The uranium 
crisis also generated a sudden break in the high growth and expansion of revenue and in the international 
expectations on the future of Nigerien economy. As a result, private creditors became worried about 
Niger’s solvability and stopped providing new credits.  
 
2.15. Niger experienced three additional negative shocks during this period:19 
 

� A severe drought. From 1981 to 1987, yearly rainfalls were below the historical average. The 
drought was especially acute in 1984 (Figure 2.3). These unfavorable climatic conditions 
hampered agriculture production and severely affected livestock.  

                                                 
17 A third mine, with a capacity of 1800 tons per year, never came on stream because of the shift in the international 
environment. 
18 The uranium importing countries – France, Japan and Spain – are shareholders of the mining companies. Real export prices 
remained relatively high – exceeding international spot market prices – thanks to guaranteed prices negotiated on an annual basis 
with importers. 
19For a detailed analysis of the nature and effects of these shocks, see Guillaumont and Guillaumont, 1991.    
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�  
 
� A decline in demand from Nigeria. Nigeria 

benefited from the two oil booms and imported 
more from Niger as long as it experienced 
significant growth and real exchange rate 
appreciation. The decision by Nigeria’s military 
rulers to close their country’s border with Niger 
from 1984 to 1986 significantly reduced this 
demand20. When the border reopened, the 
international petroleum price decline of 1986 
induced a sharp drop in Nigerian’s demand and a 
dramatic devaluation of its currency, the naira. As a 
result, many companies that had mushroomed in 
Niger in previous years to take advantage of the 
growing demand from Nigeria went bankrupt.  

 
� Rising international interest rates. Private debt 

contracted during the 1970s as it was at flexible 
interest rates. The sharp increase in international 
interest rates at the beginning of the 1980s – 
triggered by FED Chairman Volcker’s policy to 
lower inflation in the United States – significantly increased Niger’s interest payments on its 
outstanding stock of debt.  

 
2.16. To cope with these shocks the government initially started its own adjustment measures 
before receiving assistance from the international financial institutions. While financing budgetary 
and external deficits was difficult to sustain, the government began to cut government expenditure in 
1982. However, it soon became evident that the requested adjustment could not be dealt through internal 
measures alone. The government requested and obtained a stand-by agreement with the International 
Monetary Fund in October 1983. In November 1983, Niger approached the Paris Club and obtained a first 
rescheduling for the period October 1983-December 198421. For the remaining of the 80s, Niger was 
under a program with the IMF, first using general resources of the Fund, and, beginning in 1986, through 
the newly established Structural Adjustment Facility (SAF) and the Enhanced Structural Adjustment 
Facility (ESAF). A Structural Adjustment Program was agreed upon with the World Bank in 1985. 
Finally, Niger benefited from three additional Paris Club agreements (classic treatments) and several 
London club agreements to reschedule its debt payments.  
 
2.17. At the beginning of the crisis, external shocks were perceived as temporary and policies 
focused on macroeconomic stabilization (reducing budgetary and external deficits). However, it soon 
became clear that three of the four shocks (uranium, decline of Nigerian’s demand, and interest rates) 
were structural (see Figure 2.4). The focus of economic policy moved to structural reforms. The 
objective was then to tackle five main structural problems: (i) inefficiency of public resource 
management; (ii) vast and inefficient parastatal sector; (iii) a small modern private sector; (iv) very low 
resources and (v) low level of human resources (IMF, 1986). With the support of the IMF and the World 
Bank, the authorities undertook wide-ranging structural reforms. By mid-1987 all import monopolies 

                                                 
20 This decision was initially taken by military rulers that toppled President Shagari to prevent possibly indictable politicians 
from fleeing the country. It was later pursued first in conjunction with plans to change the nation’s currency and later to reduce 
smuggling (Miles, 2005). 
21 In September 1983, Niger’s external debt payments had reached 36 percent of exports and 46 percent of revenue. 

 
Figure 2.3: Rains and Millet Production 
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and quasi-monopolies had been abolished22. Several measures were taken to liberalize cereal pricing and 
marketing policies and the government pursued to reform public enterprises23. To achieve a reduction in 
the fiscal deficit, the authorities maintained total expenditures virtually constant in nominal terms.  
 
2.18. Implementation of the reform process was considered good but ownership was weak. All 
performance criteria under the four IMF stand-by arrangements were observed through the second half of 
1987. The government was aware of the required adjustment but it considered the international 
community partly, if not mostly, responsible for the hardship the economy was suffering. Under military 
rule, the population was never consulted. 
 
2.19. Adjustment policies had a mixed result on the fiscal stance. Measures to boost budgetary 
revenue halted the declining trend of the revenue-to-GDP ratio but were not enough to cope with the 
fiscal crisis. The government did not succeed in containing current expenditure that grew by 3.2 percent 
of GDP between 1981 and 198724. The wage bill especially increased significantly over the period – 
representing 49 percent of tax revenue in 1987 against 29 percent in 1981 – the government pursuing its 
policy of automatically hiring graduates from University. In contrast, cuts in domestically financed capital 
expenditure were very significant: from 4.6 percent of GDP in 1981 it fell below 1 percent of GDP in 
1984 and remained at about this level for the rest of the period. As a result, the basic fiscal deficit25 was 
reduced to approximately 1 percent of GDP. The overall deficit (on a commitment basis) reached on 
average 8.4 percent of GDP over 1982-87 and was mainly financed through external support (debt relief, 
grants and loans). 
 
2.20. In this adverse external environment, the recession was quite severe. The adjustment was 
being achieved mainly through austere demand management measures rather than through improved 
performance on the supply side (IMF, 1987). The investment-to-GDP ratio averaged 10 percent from a 
peak of 25 percent at the end of the 1970s. This expenditure contraction contained the current account 
deficit very quickly: from a deficit of 12 percent of GDP in 1982, the current account was balanced in 
1984. This sharp adjustment was almost entirely attained through imports contraction. Without any 
exchange rate adjustment, exports remained relatively constant. But the recession was also severe: it 
exceeded 20 percent cumulatively in 1983-84 and was accompanied by deflation.26 A temporary recovery 
took place in 1985 and 1986 -- thanks to a return of normal weather conditions following the prolonged 
drought. However, the recovery was not sustained. In 1987, there was no economic growth and prices 
declined by 7 percent; the real GDP was 8 percent below its 1981 level. 
 

                                                 
22 With the exception of those on petroleum products. 
23 Based on diagnostic studies of 54 enterprises, the government decided to retain only 25 enterprises in the public sector. 
24 Excluding interest expenditure, current expenditure increased by 1.5 percent of GDP. 
25 The basic fiscal balance is equal to budgetary revenue excluding grants minus total expenditure excluding 
externally financed capital expenditure. 
26 Except for 1984 when the drought spurred a significant increase in cereals’ prices. 

 
Figure 2.4: External Shocks, Total Expenditure, and Budget Deficit 
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ect indicator of poverty) contracted by 23 percent between 1982 and 1987. In this context it is likely that 
many Nigeriens fell below the poverty line. The increase in poverty was more pronounced in rural than in 
urban areas (World Bank, 1996). The impact of the drought on rural income was not compensated: large 
sections of the traditional nomadic populations lost their herds and some migrated to the cities where they 
did not find a job easily. On the other hand, the negative impact of lower uranium receipts on urban 
income was, at least partially, compensated by an increase in public wages. 
 
C.  The Lost Decade: 1988-99 

2.22. The death of President Kountché was followed by a lengthy period of political instability 
and an erratic process towards democracy.27 A reinvigorated opposition led by students and trade 
unions soon tested the power of his designated successor, Ali Saïbou. The adoption of a new constitution 
and his election as President in a one-contest process was insufficient to affirm his leadership. In effect, 
Saïbou became the latest among heads of state to be challenged by the democracy wave that had spread 
across the African continent at the beginning of the 1990s. A Conférence Nationale was held at end-1991 
to establish an agenda for democracy. It become a catharsis of almost two decades of “régime 
d’exception” and ten years of economic adjustment as these two issues was widely perceived as the root 
causes of Niger’s economic and social problems. The Conference appointed a transition government to 
manage the country and established a lengthy transition process before general elections could be held in 
1993. Yet, a rebellion led by the Touareg ethnic group isolated in the North of the country poisoned the 
political climate.28 Political disagreements between the newly elected President and his Prime Minister 
led to a military coup in 1996, shortly followed by a controversial Presidential election allowing the 
military ruler – Baré Maïnassara – to make de jure its de facto power. However, President Baré never 
achieved legitimacy to build a consensus on his policies and was killed in another military coup in April 
1999. The new rulers organized free elections (end-1999) that led to the return to democracy marking an 
end to a decade of political instability. 
 
2.23. These political events within a context of lingering economic crisis generated social instability. 
Numerous strikes and student demonstrations occurred initially to demand democracy and later to 
contest wage and scholarship arrears. Public administration came to a virtual standstill at the time 
of the National Conference and the education system experienced several “années blanches”.  
 
2.24. On the economic front, Niger experienced two major changes during this tumultuous 
period: the devaluation of the CFA franc in January 1994 and the strengthening of regional 
integration. The devaluation of the CFAF restored the competitiveness of Niger towards Nigeria that was 
completely lost at the end of the 1980s and the beginning of the 1990s. It benefited the rural sector, the 
main exporter of products to Nigeria (livestock, cowpeas, etc.), but significantly reduced the purchasing 
                                                 
27 President Seyni Kountché who took power in a military coup in 1974, died in November 1987. 
28 The rebellion movement peaked between 1990 and 1995 but remained active for a few additional years. 

External shocks spurred recession and Drastic cuts in domestically financed expenditure … generated a reduction in basic fiscal deficit,  
generated deflation. to adjust to dwindling revenue… but the overall budget deficit remained sizable

Source: IMF 
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power of civil servants as real wage declined rather substantially. Regional integration within the West 
African Economic and Monetary Union (WAEMU) took off with the progressive implementation – 
achieved in 2000 – of a common external tariff and the abolition of customs duties within the Union. This 
measure sharply reduced the incentive to locate manufacturing in Niger -- as it became more profitable 
and less risky to import manufacturing products from other WAEMU’s countries than to build a new 
factory in Niger. The external environment continued to be unfavorable:  (i) uranium real prices declined 
substantially over the period; (ii) although Nigeria’s demand rose somewhat – as Niger competitiveness 
was restored by the CFAF devaluation – it never reached the pre-crisis level; (iii) rains remained below 
historical averages (although the country did not experience any severe drought during the period). 
 
2.25. Political and social instability severely hampered the management of economic policy. The 
succession of Heads of State (five), Prime Ministers and Ministers of Finance prevented the formation of 
a coherent economic policy. In addition, no government was ever sufficiently secure politically to bring 
the necessary economic reform measures to the fore. Economic decisions were always taken on the 
grounds of political expediency and successive governments failed to act prudently on economic matters.  
 
2.26. The rationale for sound economic management 
was also severely affected by the legacy of the National 
Conference. One of the “behind the scene” motivations for 
democracy was the belief that economic crisis was generated 
by widespread corruption and lack of accountability of the 
political elites. Therefore, during the National Conference 
there was the popular belief that the adoption of democracy, 
by itself, would resolve the economic difficulties. In 
appointing the transitional government – at a time when the 
country was facing a financial crisis – the National 
Conference had insisted that no measures could be 
undertaken to arbitrarily limit the government wage bill or 
compress public employment and indicated that economic 
activity needed to be supported through selective tax cuts, a 
reduction in petroleum products prices, and temporary 
import restrictions (IMF, 1993). 
 
2.27. In this context, support from the international community quickly eroded and budgetary 
assistance became erratic and less predictable (see Figure 2.5). The three-year ESAF program initiated 
in 1988 with the IMF was never completed, initially because of implementation concerns29 and later due 
to political concerns30. Budgetary assistance reached historically low levels (zero in 1992). The IMF 
resumed program assistance to Niger in the aftermath of the devaluation of the CFAF. A stand-by 
arrangement (SBA) was approved in March 1994 together with a fast-disbursing World Bank loan and 
substantive debt relief from Niger’s Paris Club creditors. However, the SBA rapidly went off-track and no 
purchases were made beyond the approval of the arrangement. A new ESAF program was set up (June 
1996) following the first military coup, together with two successive World Bank adjustment credits 
(March 1997 and October 1998). Both experienced mixed program implementation. The third year of this 
program was not completed following the assassination of the President in 1999.  

                                                 
29  In August 1990 the IMF Board took the unusual decision to reduce Niger access under the ESAF arrangement from 100 
percent to 90 percent of quota (IMF, 1990). 
30 Niger second annual arrangement under the ESAF was approved in September 1990, but given the political situation it was not 
possible to carry out the mid-term review nor hold discussions regarding a third annual ESAF arrangement before the expiration 
of the three-year commitment period in December 1991. 

Figure 2.5: Budgetary Assistance Was 
Erratic 
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decade (1988-99) as a result of political instability. Figure 
2.6 shows that the fluctuation of official development 
assistance (ODA) was much larger in Niger, compared to 
Benin and Burkina Faso. In 1999, ODA per capita fell to a 
historical low of 16.9 US$. Table 2.1 shows that volatility of 
ODA flows in Niger is higher than those of most G11 African countries. For instance, the volatility of 
ODA as a share of GDP is 9.8 in Niger, much higher than that of Benin (3.9 percent); Burkina Faso (5.8 
percent; Ghana (3.1 percent) and higher than the average of 8.2 for the G11 countries (excluding 
Mozambique and Rwanda).  
 
2.29. The ownership of the reform process was low during the entire period although it improved 
somewhat from 1996 onwards. Before the National Conference, the Nigerien authorities were not very 
keen on implementing the reforms. After the National Conference, successive governments were forced 
by the need to attract foreign support, rather than a strong commitment to reforms. Ownership increased 
at the end of the period and the last ESAF program (1996-99) was somewhat more successful than the 
previous programs in terms of macroeconomic stabilization. 

Figure 2.6 : Niger, Benin and Burkina Faso: Total 
ODA per capita (in constant US$) 
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Table 2.1: Niger and G11 African 
Countries –Volatility of ODA, 1984-2004 

Variance of
Total ODA to GDP

(in percent)

Niger 9.79

Benin 3.90
Burkina Faso 5.81
Cape Verde 13.76
Ethiopia 9.52
Ghana 3.19
Mali 7.52
Mozambique 134.20
Rwanda 268.78
Senegal 5.11
Tanzania 10.51
Uganda 13.13

AVERAGE 40.43
AVERAGE(excluding 
Mozambique and 
Rwanda) 8.22

Note: Both total ODA to GDP ratio and total ODA per capita series 
are detrended using the Hodrick-Prescott filter before their variances 
are calculated.
S A th ' l l ti  

Source: Authors calculation. 
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Box 2: Niger - Chronology of Economic and Political Events, 1983-2005 

 
October 1983 Stand-by agreement with the IMF. 
November 1987 Death of Seyni Kountche, President of Niger since 1974 when he took power in a military 

coup. Ali Saïbou succeeds as President. 
December 1988 Approval of a three-year loan for Niger under the ESAF by the IMF. 
September 1989 Adoption of a new Constitution. 
December 1989 Presidential and parliamentary elections. Ali Saibou is elected President for a seven-year 

mandate. 
May 1990 Beginning of an uprising by the Touareg community. 
1990-91 Numerous student demonstrations for democracy. 
July – Nov. 1991 Conférence Nationale establishes a transitory government and denounces the previous regime 

economic policy of structural adjustment. 
December 1992 Referendum on a new constitution (Third Republic). 
February 1993 Presidential and parliamentary elections – Mahamane Ousmane elected President. 
January 1994 Devaluation of the CFA franc by 50 percent. 
March 1994 Approval of a Stand-by arrangement by the IMF. 
March 1995 Signing of an agreement with the Touaregs to end political instability. 
February 1995 Early parliamentary elections following the withdrawal of parties from the government 

coalition. Won by the opposition with the current President. Hama Amadou becoming Prime 
Minister. Recurrent conflicts between the President and the Prime Minister. 

January 1996 Military coup headed by Baré Maïnassara. 
May 1996 Adoption of a new constitution by referendum (Fourth Republic). 
June 1996 Approval of a three-year loan for Niger under the ESAF by the IMF. 
July 1996 Presidential election – Baré Maïnassara elected President, but results were contested by other 

candidates. 
January 1998 Failed military coup attempt. 
March 1999 Military coup. Baré Maïnassara is killed. Daouda Mallam Wanké, head of the Presidential 

guard becomes President. Creation of a National Reconciliation Council to oversee transition 
to civilian rule. 

December 1999 Presidential and parliamentary elections considered fair locally and internationally (Fifth 
Republic). Mamadou Tandja becomes President and appoints Hama Amadou as Prime 
Minister. 

December 2000 Approval of a new three-year arrangement under the Poverty Reduction Growth Facility 
(PRGF) by the IMF. Niger reaches the decision point under the enhanced Heavily Indebted 
Poor Countries (HIPC) Initiative. 

January 2002 Niger’s government approves a Poverty Reduction Strategy Paper (PRSP). 
April 2004 Niger reaches the completion point under the enhanced HIPC Initiative. 
November 2004 Presidential and parliamentary elections. Mamadou Tandja re-elected President. Hama 

Amadou remains Prime Minister. 
January 2005 Approval of a new three-year arrangement under the PRGF by the IMF. 
 
 
 
2.30. In terms of economic performance, the decade can be divided in two sub-periods:  
 

(i) From 1988 to 1994, the economy deteriorated and recession became acute in the 
early 1990s (see Figure 2.7). The GDP per capita contracted on average by 3.1 percent a 
year. Cash crops (cowpeas and onions) and livestock products were no longer 
competitive in Nigeria because of the overvaluation of the CFAF. Construction activities 
contracted reflecting reduced levels of donor-financed investment projects. Other sectors 
of the economy also performed very poorly reflecting a depressed demand. Gross 
domestic investment contracted to reach a historically low 5 percent of GDP in 1992 and 
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1993 while domestic savings became almost zero. The fiscal situation deteriorated 
progressively. In 1994, the revenue-to-GDP ratio fell to 6 percent and the basic fiscal 
deficit reached 7 percent of GDP. The government accumulated internal and external 
arrears despite several international debt agreements.31  

 
(ii) From 1995 onwards the economy recovered progressively thanks to the positive 

impact of the CFAF devaluation and a more coherent economic policy. From 1995 to 
1999, the GDP growth rate slightly outpaced population growth – by 0.3 percent a year – 
thanks to the beneficial impact of the devaluation on the rural sector, the relative 
favorable weather conditions (especially in 1998), and the progressive resumption of 
international support. Growth was nonetheless weaker than in most other countries of the 
CFA zone highlighting the fact that Niger was not able to reap the full benefit of the 
devaluation because of political instability. The fiscal situation improved somewhat as the 
government took measures to increase revenue and cut non-essential expenditures. 
However, real wages decreased substantially. But total revenue never reached the level of 
10 percent of GDP of the pre-National conference period. The fiscal stance deteriorated 
again substantially after the April 1999 coup d’état, but for only a short period. 

 
 

Figure 2.7: Niger – Stagnation, Revenue, and Deficit  
 

Economic stagnation and deflation Budgetary revenue collapsed and the wage bill The budgetary situation went out of control in the
of the early 90s were followed by a slow attained 100 percent of budgetary revenue aftermath of the National Conference, 
growth revival in the devaluation aftermath. in 1994. and remained weak until the end of the decade.

Source: IMF 
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2.31. For the first time since 1961-62, a household survey was conducted in Niger in 1988-1993, which 
allowed for the creation of a poverty profile (Ministère des Finances et du Plan, 1994)32. The study 
concluded that 63 percent of Nigerien population was living below the poverty line (66 percent in 
rural areas, 42 percent in Niamey and 58 percent in other cities) while 34 percent was below the extreme 
poverty threshold33. Poverty appeared to be primarily a rural phenomenon – 86 percent of the poor lived 
in the countryside. Because no survey of this kind was available before or after, it is impossible to have a 
definitive conclusion on the poverty trend during the lost decade. Nonetheless, according to the Poverty 
Reduction Strategy Paper prepared in 2002 by the Nigerien government it is highly likely that the 
situation had deteriorated sharply by the end of the nineties (PRSP, 2002). The poor suffered from 
reduced income but also from the deterioration in public services. With a child mortality rate of 280 per 
thousand in 2000, Niger had the highest rate in the region. A detailed analysis of the evolution and the 
status of social indicators as well as their implications for the MDGs are provided in Chapter 3.  

                                                 
31 Niger obtained five additional Paris Club treatments between 1988 and 1996 successively at Toronto, London and Naples 
terms. 
32 The household survey conducted in 1961-62 was limited to Niamey. The Enquête Nationale Budget 
Consommation of 1988-93 was held in two phases: the urban phase (1988-89) and the rural phase (1992-93).  
33 The urban poverty line was set at CFAF 75,000. For rural areas, it was set at two-thirds of the urban level, or 
CFAF 50,000. The extreme poverty thresholds were set at two-thirds of the poverty line.  
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2.  Reform Progress and Economic Growth: 2000-05 

A.  The Legacy of the Past 

2.32. Ten years of political and social instability left Niger in a dire economic crisis. GDP growth 
was negative in 1999 (-0.6 percent). Per capita income was lower than at any other time since 
independence. Niger ranked almost last in the human development index of the United Nations 
Development Program (UNDP). The burden of political and economic crisis had fallen disproportionately 
on the poor and poverty level, already widespread, was expanding.  
 
2.33. Moreover, the legacies of past had severely reduced the growth potential of Niger’s 
economy:  
 

� The fiscal situation had seriously deteriorated, hampering the government’s ability for 
maneuver. The basic fiscal deficit (on a commitment basis) reached 5.5 percent of GDP and the 
government had accumulated payment arrears up to a total stock estimated at 19 percent of GDP. 
The government’s inability to pay its bills had spilled over to public companies (the government 
had monopolized the cash available in public entities) the private sector’s unpaid bills and civil 
servants’ wage arrears.  

 
� The political, social and economic instability had impaired the credibility of Niger in the 

eyes of donors. None of the successive IMF programs implemented during the 1990s was 
completed and Niger’s track record on reform was considered extremely poor. Key structural 
reforms such as privatization were repeatedly postponed and governance and transparency issues 
were of great concern to donors.   

 
� The public administration was highly de-motivated and no longer able to carry-out routine 

work. Significant real wage erosion since the CFAF devaluation and months of wage arrears 
(stock of wage arrears cumulated up to 16 months) created a defiant and negative attitude towards 
successive governments. In addition, basic supplies were in short supply, hampering normal 
administrative operations.  

 
� The country’s infrastructure was in a poor shape. Years of neglect and cuts in capital 

expenditure and weak treasury management had significantly eroded roads and other public 
utilities. No significant investment had been made to reduce Niger’s productive bottlenecks or to 
develop new areas of growth potential over the last fifteen years. Irrigation techniques had been 
ignored.  

 
� The country’s financial capability had contracted sharply. Although Niger has always been a 

country with low monetization, the banking crisis of the late 1980s and early 1990s aggravated 
these problems34. A freeze on deposits had severely lowered depositors’ confidence in the 

                                                 
34 Niger’s banking system faced an acute solvency crisis because leading banks had accumulated very high levels of non 
performing loans (for about CFAF 80 billion) which had been extended to poorly run public enterprises or to close 
relatives/friends of political leaders. Four of the 11 banks were liquidated, especially the development bank (Banque pour le 
développement de la République du Niger) and the agricultural bank (Caisse Nationale du Crédit Agricole), while three others 
were restructured. In addition, the savings bank, the Caisse Nationale d’Epargne, became inoperative in 1991: deposits of many 
Nigeriens were frozen. Although the financial sector reform agenda is not yet completed, the restructuring of the banking sector 
supported by the Bank has been broadly satisfactory.  
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financial institutions. Many preferred to keep their savings outside the banking system -- in cash 
or through other forms of savings.  

 
B.  Policy Response and Donor Support 

2.34. The Presidential and Parliamentary elections (end-1999) were considered fair, both 
internationally and nationally. The new President and government made top priority the resumption 
of internationally supported programs and a return to macroeconomic stability -- both considered 
as a prerequisite to invigorating growth and reducing poverty. A consensus had emerged in the 
country on the necessity to halt political instability and put aside unrealistic economic objectives. The 
new government quickly (i) established an economic, social and political agenda that received the 
endorsement of the National Assembly in April 2000, and (ii) prepared an interim Poverty Reduction 
Strategy Paper (PRSP).  
 
2.35. The donors resumed their support. A three-year program under the newly established Poverty 
Reduction and Growth Facility (PRGF) was concluded with the IMF in December 2000; and the World 
Bank provided an emergency credit in September 2000, followed by a first Public Expenditure 
Adjustment Credit in October 2001. Niger reached the decision point under the Enhanced Highly 
Indebted Poor Countries (HIPC) Initiative in December 2000. Support from the World Bank and the IMF 
targeted a transition program aiming at (i) improving the fiscal and external situation, (ii) creating the 
conditions for significant improvements in financial and economic performance by removing the 
structural obstacles to economic development and (iii) implementing a new strategy to reduce poverty 
(IMF, 2001). The government adopted a full PRSP in January 2002 using an extensive participatory 
approach.35  
 
2.36. To fight poverty and invigorate growth, measures were taken to strengthen revenue 
performance, upgrade the quality of public expenditure, increase capital expenditure and reduce 
the stock of government arrears. Due to an increase of 2 percent of GDP in the revenue-to-GDP ratio 
and tight expenditure control, overall budget deficit (on a commitment basis and before grants) declined 
to an average of 8 percent of GDP over 2000-04 from 8.6 percent over 1998-99. The government reduced 
its internal arrears stock by 1.2 percent of GDP per year from 2001-05. 
 
2.37. In 2001, the President launched a Special Program for Poverty Reduction through a 
comprehensive investment program. It is intended to strengthen the country’s rural education, health, food 
security and water systems and is fully financed with resources under the enhanced HIPC Initiative (see 
Chapter 3 - Box 3 for more detail).   
 
2.38. Niger also benefited from increased demand from Nigeria thanks to the rise in international 
petroleum prices that stimulated Nigerien domestic demand and strengthened the local currency. 
The political crisis in Côte d’Ivoire was absorbed by Niger’s economy without major difficulties. Niger 
has been able to substitute Ivorian imported products with similar products from Nigeria or other 
WAEMU countries. The crisis nevertheless hurt public finance as the compensation mechanism 
elaborated within the WAEMU was no longer financed because of accumulation of arrears by Côte 
d’Ivoire, its main contributor.36 By December 2005, CFAF 2.6 billion in compensation outstanding for the 

                                                 
35 The PRSP focuses on four pillars: (i) the creation of a macroeconomic framework that promotes strong and sustainable 
economic growth; (ii) the development of productive sectors especially in rural areas, to reduce vulnerability and increase income 
generation; (iii) the improvement of access of the poor to quality social services; and (iv) the strengthening of institutional and 
individual capacity for good governance.  
36 The mechanism was set to compensate for revenue losses linked to the free trade agreement. Niger is the main 
beneficiary of this mechanism.  
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implementation of the CET was yet to be transferred to Niger.37  These compensating revenues are 
temporary resources and will be phased out by 2007. The challenge for the Government in the near future 
will be to cope with the resource gap associated with the phasing out of the compensation mechanism. 
The Government should explore solutions to deal with this situation. These include: (i) negotiate an 
extension of the phasing out period within the context of the WAEMU agreements; (ii) levy a new tax on 
domestic sales or imported goods; and (iii) tap resources in the regional financial market by issuing 
government securities.   
 
C.  Key Achievements to Date  

2.39. Democracy has taken root in Niger and political stability allows for coherent economic 
decision-making. After the end-1999 elections, Niger successfully ended the vicious circle of economic 
crisis and political instability that characterized the 1990s. Lingering economic crisis weakened 
governments, contributing to political instability, which in turn worsened the economic crisis, in part -- 
because of a lack of coherent economic policy support from donors. The President favored stability: he 
kept the same Prime Minister during his entire tenure – and reappointed him after his reelection – and 
changed the Minister of Economy and Finance only once.  
 
2.40. In recent years, Niger has been able to build on its good track record. The ownership of the 
reform process improved markedly. Donors consider the implementation of the PRSP so far to be 
satisfactory. The IMF program completed in 2004 was the first to be fully disbursed since the end of the 
1980s. The ex-post assessment concluded that Niger’s performance over the three years of 
implementation of the first PRGF program was broadly satisfactory. Although fragile, the 
macroeconomic situation is today more sustainable that it was over the last fifteen years.  
 
2.41. On the fiscal front, significant progress has been made in reducing structural imbalances: 
 

� Current expenditures downsized. After ballooning during the 1980s and the 1990s, the 
wage bill now seems to have attained a more sustainable level: it represented 35 percent of 
revenue in 2004 and 2005 in compliance with the WAEMU convergence criteria. This 
achievement is the result of a significant reduction in real wages and tight control on new 
recruitment.38 Budgetary subsidies to parastatals – a significant strain on the budget in the 
1980s – have been significantly reduced through privatizations, closure of unhealthy 
companies and via measures adopted to improve the financial situation of those remaining in 
the public sector. For the first time since 1984, Niger experienced a positive current budget 
balance in 2004. 

 
� Debt service has been significantly reduced, but debt remains a major concern. Many 

debt relief operations, the elimination of non-concessional external financing, and the gradual 
shift in donors’ policy towards grants have significantly lowered Niger’s debt burden. Niger 
became the eleventh country to reach the completion point under the HIPC Initiative in April 
2004, benefiting from additional debt relief (topping-up) in the amount of US$142 million on 
top of total debt relief in the amount of US$1.2 billion in nominal terms committed at the 
Decision Point. The proceeds of debt relief are being used to finance an ambitious investment 
program (President’s Special Program), mainly consisting of construction of classrooms, 
health facilities and small dams in rural areas. In 2005, debt service payments represented 10 

                                                 
37  CFAF 5.4 billion had to be transferred to Niger in compensation of the implementation of the CET. However, 
only CFAF 2.8 billion had been transferred to Niger as of December 2005.   
38 It was also obtained through measures to favor early retirement. This policy has nevertheless weakened the financial situation 
of the national retirement fund which now requires budgetary subsidy to balance the books. 
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percent of revenue for the first time since the beginning of the adjustment39. However, a new 
DSA carried out in 2005 by Bank and Fund staff based on end-2004 data reveals that under 
the baseline scenario, Niger would be at a high risk of external debt distress.40 Debt relief 
through the Multilateral Debt Relief Initiative (MDRI) would only provide temporary 
relief. The NPV of debt-to-exports ratio rises rapidly; from 52 percent in 2005 to 124 percent 
by 2025 owing to the country’s large financing requirements. The results from the DSA stress 
the need to pursue sound macroeconomic policies and reforms, with a particular focus on 
growth-enhancing measures and investments, and prudent debt policies. Specifically, 
increasing the fiscal space would require that the Government take complementary measures 
to reinforce the MDRI effect (a debt service savings estimated at 0.3 percent of GDP in 2006 
and 0.5 percent of GDP in 2007), including finding a way to raise domestic revenue, 
reprioritize expenditure in the budget, and secure grants. Chapter 6 of the CEM analyzes the 
impact of debt cancellation on growth, poverty and other MDGs using a quantitative general 
equilibrium model.   

 
� The stock of domestic arrears has declined significantly. After years of accumulation of 

domestic arrears, Niger’s government has stopped using arrears as a financing item since 
2001 and is now reducing – though at a slow pace – the stock of arrears accumulated over the 
years.41 Delays in payment may continue to occur when the financial position of the Treasury 
is tight, but for a short period and for limited amounts.  

 
2.42. Although Niger finances about half of its total expenditure through foreign assistance, it has 
made significant progress towards a sustainable fiscal situation. In recent years, foreign grants and 
loans financed capital expenditure and the reduction of the stock of internal arrears42 while budgetary 
revenue financed current expenditure. If external assistance is expected to remain at a high level in the 
medium-term, sustainability could be achieved if the government finances its outlays without 
accumulating arrears and accumulating an unsustainable debt burden. While Niger has made significant 
progress in this regard, two additional steps are necessary. First, build a financial cushion to support 
delays in foreign assistance disbursement without suffering from cash shortages.43 Second, increase 
budgetary revenue to finance current expenditure and domestically-financed capital expenditure. 

 
Figure 2.8: The Current Account Deficit is on a Declining Trend 

 

                                                 
39 In 1990, 1991, 1998 and 1999 debt service paid was also lower than 10 percent of revenue but this was because of an 
accumulation of external arrears. 
40 The NPV of debt-to-export ratio reaches approximately 136 percent in 2005, rises to a peak of about 163 percent in 2015 
before slowly declining in later years as the current account deficit narrows. By 2025, the NPV of debt-to-exports stood at about 
134 percent.  The indicative debt-burden thresholds for Niger are NPV of debt-to-exports ratio of 150 percent; NPV of debt-to-
GDP of 40 percent, and debt service to exports ratio of 20 percent.  
41 According to the IMF, the stock of domestic payment arrears was estimated at CFAF 51 billion at end-2004 compared to about 
CFAF 124 billion at end-1999. The authorities have completed a review of these arrears in August 2005.  
42 Capital expenditure and internal arrears reduction were financed from abroad either directly – through project loans and project 
grants – or indirectly through budgetary assistance – without budgetary assistance the government would have had to cut 
expenditure, the easiest ones to cut being the reduction of arrears and domestically financed expenditure. 
43 Since the abolition of central bank overdraft, the government needs to issue treasury bills. 
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Sources: World Development Indicators and IMF
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2.43. External disequilibria are on a declining trend. Niger’s membership of the CFA franc zone 
allows for the convertibility of the CFA franc and does not create pressure on the exchange rate due to 
external imbalances.44 Nevertheless, the evolution of the current account balance (equivalent to the gap 
between investment and national savings) is a good indicator of the sustainability of the macroeconomic 
situation (see Figure 2.8). After experiencing a huge current account deficit at the beginning of the 
adjustment period, stabilization policies reduced internal demand – especially domestic investment with a 
longer-term cost in terms of capital accumulation and growth – and to restore external imbalance. The 
current account deficit averages 6 percent of GDP, which does not seem to be excessive for a country like 
Niger which receives substantial amounts of concessional lending. Yet, securing the current account 
balance would require sustaining growth, generating additional export-revenues, and mobilizing more 
grants.   
 
2.44. Major achievements occurred on the structural reform agenda despite recurrent delays in 
program implementation. The privatization of the telecommunication company, SONITEL, marked the 
first major achievement in the past decade. Production, transport and distribution of safe water were also 
handed over to the private sector through a ten-year leasing contract. The reform of the petroleum prices 
system allowed for the introduction of a market-determined price formula. Transparency and 
accountability of public expenditure improved substantially through the adoption of a new budget law 
nomenclature, a new public accounts charter and a new Code of Public Procurement. Notwithstanding 
these, privatization of the petroleum importing firms and the electricity company were not achieved. In 
addition, the restructuring of banks under the government control was not implemented.  
 
2.45. Adjustment in the external sector has also been successful. During much of the 1990s, steady 
trade liberalization took place under the auspices of the WAEMU. Significant trade and price 
liberalization measures were taken. All import and export licensing requirements were limited (except 
those relating to petroleum products); and existing price control measures lifted. Trade reform has 
culminated with the adoption of the WAEMU Common External Tariff (CET). As a result, the country’s 
trade openness rating fell to 2 in 1996 and further to 1 in 2002 on the IMF’s 10-point trade restrictiveness 
scale45.  This opening led to an increase in intra-WAEMU trade and trade with Africa surpassed that with 
Europe for the first time in 2001.  
 

                                                 
44 Niger represents only 7.5 percent of WAEMU’s. Therefore, by itself external disequilibrium in Niger is not a threat for the 
stability of the Union. 
45 The lower the rating on the 10-point scale, the higher the level of trade openness is.  
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2.46. Social development indicators have begun to improve. In 2002-04, investment in social sectors 
represented on average 2 percent of GDP – of which 0.5 percent of GDP were domestically financed – 
against less than 1 percent of GDP in the 1990s (see Figure 2.9). As a result, primary gross enrollment 
rate has increased from 41.7 percent in 2001/02 to 52 percent in 2004/05 while the completion rate has 
risen from 25.6 percent to 36.4 percent during the same period. 
 

 
Figure 2.9: Growth, Public Expenditure, and Deficit  

 
At 3.1 percent on average, the real GDP Public expenditure increased thanks to rising The basic fiscal deficit stabilized 
growth rate did not peak up. revenue and renewed international support at 2 percent of GDP

Source: IMF 
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2.47. Despite all these achievements, Niger’s economic growth rate has not yet accelerated. Since 
2000, annual GDP growth has averaged 3.1 percent (i.e. in the same range of the population growth and is 
insufficient to reduce poverty). Growth has yet to be pro-poor. In fact, poverty may have increased and it 
is unlikely that Niger will meet the MDGs under current macroeconomic trends (see Chapter 3 for more 
detail).     
 
2.48. Data suggest that recent economic performance has improved. In 2005, growth was estimated 
at 7 percent despite the economic slowdown in 2004 as a result of drought and locust attacks. The 
stronger growth performance over the 2001-2005 period reflected both favorable weather conditions in 
2001 and 2005 and the impact of growth promoting measures, including improvements in fiscal 
management and increases in capital expenditures on infrastructure (including in telecommunications and 
water sector through a World Bank funded project). This improved macroeconomic environment has 
increased investor and consumer confidence. On the demand side, private investment increased by 3.4 
percentage points of GDP between 1999 and 2005, rising to 7.1 percent of GDP in 2005. Similarly, 
private consumption grew faster in nominal terms during 2002-2005 than in the previous three years. 
Inflation (annual basis) averaged about 1.6 percent between 2000-04 below the WAEMU convergence 
criteria of 3 percent -- mainly a result of continued prudent BCEAO monetary policies and good 
agricultural production. However, inflation rose rapidly in early 2005 following a food crisis and the oil 
price shock, eventually averaging 7.8 percent for the year. Food prices increased by 26.4 percent in 2005 
with a peak of 53.7 percent in August 2005, and transport price inflation rose by 4.4 percent on average 
during the year. Despite these 2005 increases, inflation remained broadly in line with the WAEMU 
convergence criteria, reaching an average 3.2 percent between 2000-05.   
 
2.49. The external current account deficit widened from an average of 7.7 percent of GDP between 
2002-03 to 10.1 percent of GDP over 2004-05 period, reflecting the increase in the oil import bill, 
increased food imports, and border closings with Nigeria. Government revenue increased from 8.0 
percent of GDP in 2000 to 10.4 percent in 2005, as a result of revenue-enhancing measures introduced 
since 2001. These include: (i) petroleum tax reform in August 2001; (ii) strengthening of tax and custom 
directorate, (iii) several revenue measures introduced in the 2002 budget laws to improve the tax 
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collection and broaden the tax base46; (iv) control over the granting of tax exonerations and revision of tax 
incentives under the investment code, and (v) specific revenue measures introduced in 200447.   
 
2.50. Government expenditure increased slightly at an annual average of 18.4 percent of GDP over 
2003-2005 compared to 17.0 percent over the 2000-02 period. This partially reflects the rise in capital 
expenditure by about 1 percentage point of GDP, from 7.7 percent of GDP in 2002 to 8.6 percent of GDP 
in 2005. 
 
2.51.  This is mainly a result of the implementation of the Poverty Reduction Strategy -- supported in 
part by resources freed by the HIPC Initiative. Meanwhile, current expenditure declined from 10.7 
percent of GDP in 2002 to 9.1 percent in 2005, notwithstanding government’s efforts to clear domestic 
arrears. The overall budget deficit (on a commitment basis, excluding official budgetary grants) rose to 
9.2 percent per annum between 2004-05, versus 8.6 percent over 1999-00, and the basic budget deficit48 
declined to an annual average of 1.7 percent of GDP compared to 3.7 percent of GDP over the same 
period. In 2005, the basic and overall budget deficits are estimated at 1.3 and 7.2 percent of GDP, 
respectively, largely on account of lower spending on some social measures and higher revenues due to 
an increase in trade taxes. The deficits were mainly financed by grants and concessional loans.  

 

Table 2.2: Key Macroeconomic Indicators, 1999-2005 

 1999 2000 2001 2002 2003 2004 2005+ 1999-
00 

2001-
03 

2004-
05 

Real GDP Growth (%) -0.6 3.0 7.1 3.0 5.3 -0.6 7.0 1.2 5.1 3.2 

Gross investment (% of GDP) 11.2 10.4 12.1 14.2 14.2 16.2 15.4 10.8 13.5 15.8 

Gross national savings (% of GDP) 3.9 1.8 7.4 7.6 8.2 9.2 8.8 2.8 7.7 9.2 

Inflation rate (CPI - %) -2.3 2.9 4.0 2.7 -1.8 0.4 7.8 0.3 1.6 4.1 

Public Finance (% of GDP)   

Gov. Revenue  8.8 8.2 9.3 10.6 9.9 11.1 10.4 8.5 9.9 10.8 

Gov. Expenditure  18.7 15.5 17.2 18.4 17.3 20.2 17.7 17.1 17.6 18.9 

Overall budget balance -9.9 -7.3 -7.9 -7.7 -7.5 -9.2 -7.2 -8.6 -7.7 -8.2 

                                                 
46 These measures include: (i) strengthening  provisions for pre-payments of the industrial and commercial 
profits tax; (ii) review of the small business license taxes (patentes synthétiques) to take account of tax payers’ 
ability to pay and to better distribute the tax burden; (iii) broadening of the tax base for revenue stamps and  
revision of the percentage rates which have remained unchanged for over a decade; (iv) reincorporating press 
agencies into the ordinary tax law system; (v) enhancing  collection of miscellaneous revenue items, particularly 
non-fiscal receipts collected by legal clerks and bailiffs, forestry offices, law enforcement agencies, state police, 
and the mining and geological service.  

 

1) 47 These measures include: (i) enhancing control and monitoring of the fiscal agencies; (ii) posting of resident 
experts at the Tax Directorate and Customs; (iii) introducing a 12 % excise tax on tea and   suspending tax-free 
imports of rice for re-export; (iv) increasing the domestic tax on premium fuel by FCFA 7/liter (a 5 % increase); 
(v) nominating a Deputy Finance Minister in charge of informal sector taxation issues and changes in key 
personnel within the Ministry of Economy and Finance, especially in the fiscal agencies.   

48 The basic budget balance is defined as total expenditure, excluding grants minus total expenditure, excluding foreign-financed investment 
projects.  
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Balance of Payments   

Terms of trade (% change) 10.5 -14.6 10.0 -2.4 -6.3 -2.8 0.9 -2.0 0.4 -0.9 

External current account balance, excl. 
grants (% of GDP)  

-7.5 -10.3 -6.6 -7.8 -7.6 -10.2 -10.1 -8.9 -7.3 -10.2 

Gross International reserves (month/imp) 1.0 2.1 2.8 2.8 4.2 3.2 3.2 1.6 3.3 3.2 

Source: World Bank and IMF  based on statistics by Government of Niger. (+) Estimates.  
 
2.52.  But despite these recent achievements, Niger’s economic growth rate has not accelerated. 
Since 2000, annual GDP growth has been in the same range as population growth and is insufficient to 
reduce poverty. Growth has yet to be pro-poor. In fact, poverty may have increased and it is unlikely that 
Niger will meet the MDGs under the current macroeconomic trends (see Chapter 3 for more detail).     
 
3.  Lessons Learned 

2.53. Reversing the downward trend in Niger’s GDP per capita is essential to reduce poverty and 
progress toward the MDGs. It is crucial to understand what aspects of Niger’s disappointing growth 
performance are explained by intrinsic features of the country – which are not expected to change in the 
near future – and which are policy-dependent. In order to draw several lessons to boost Niger’s economic 
performance in the future this section analyzes Niger’s past growth experience using growth accounting 
(Section A) before examining more precisely the role of exogenous shocks (Section B), policies (Section 
C) and foreign aid (Section D) in this outcome. 
 
A.  Lessons from the Growth Accounting Exercise 

2.54. The economic literature relevant to understanding Africa’s growth experience points to 
various structural impediments to growth. In explaining cross-country variations in growth, Sachs and 
Warner (1997) conclude that ranking from the highest to lowest impact are as follows: (i) openness, (ii) 
life expectancy, (iii) institutional quality, (iv) government savings, (v) natural resource abundance, (vi) 
structure of population growth, (vii) tropical climate, and (viii) landlocked situation. Collier and Gunning 
(1999) suggested that the lack of openness to trade combined with the low levels of social capital, high 
policy volatility and poor public services have damaging effects on African growth while geography has 
played a role through high transport costs, poor soils, disease, climatic risk and export concentration in 
commodities. Cumulatively, the above variables have contributed to a capital-hostile environment that has 
lowered the rate of return of investment. 
 
2.55. Niger is confronted with almost all the above-mentioned impediments. In particular, several 
geographic features that impede growth characterize its environment: weather-related risks, being 
landlocked, poor soil fertility, and high transport costs due to its large area. In fact, Niger should be 
considered a landlocked “low opportunity” economy to use the classification proposed by O’Connell 
(2004). Based on the Sachs-Warner regression, Favaro and Kida (2005) found that structural factors 
(natural resources, life expectancy, structure of population) are the most important in explaining Niger’s 
slow growth. These factors are estimated to account for 45 percent of the growth shortfall of Niger 
compared to the average country in Africa.  
 
2.56. To analyze the sources of Niger’s poor performance, it is useful to decompose GDP using 
the traditional growth accounting framework. This methodology identifies the three basic factors that 
explain growth: labor use, physical capital and total factor productivity (TFP). TFP represents the 
unexplained growth residual after deducting the factor inputs contribution. That is, the result of a 
continuous process of factor reallocation to activities of higher productivity as well as adoption of new 
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technologies or better “quality” factors that boost production without commensurate increases in factor 
use. Historical experience shows that sustained medium and long run economic growth has been always 
associated with substantial expansion in total factor productivity.  
 
2.57. Few growth accounting exercises exist for Niger. The one prepared in the context of the 
African Economic Growth Project is not yet available (Ndulu and O’Connell, 2005) but could provide 
useful insights to understand Niger’s weak growth performance, especially as the common methodology 
used for 27 Sub-Saharan countries will allow for cross-country comparisons.49 Favaro and Kida (2005) 
have analyzed Niger’s growth performance between 1960 and 2000 using growth accounting techniques. 
They found a gradual fall in TFP over the first three decades and only during the 1990s did the TFP 
slowly increased (see Table 2.3). They conclude that (i) this reduction in the efficiency of resource 
allocation is probably associated with the expansion of interventionist policies and (ii) that these results 
can explain the fall in the “desired stock of capital” per worker from 1980 onwards and the permanence of 
a low investment in human capital given the lack of educational opportunities. 
 
2.58. This growth accounting exercise 
suggests that Niger’s weak growth 
performance could be related to 
negative TFP growth, although data 
limitations suggest taking this conclusion 
cautiously (see Table 2.3). Niger’s TFP 
performance is worse than the Sub-
Saharan Africa average (stagnant TFP 
found over 1960-2000 for a sample of 18 
countries according to O’Connell, 2004), 
which is already among the worst in the 
developing world. The negative TFP growth in the evolution of Niger’s growth suggests that a number of 
possible factors may be impeding growth: factor allocation processes may not be functioning 
appropriately, the adoption of new technologies has been insufficient, the economic policy framework 
may not be guiding resource allocation decisions properly, and yields in the agriculture sector could be 
decreasing. 
 
2.59. This methodology is nevertheless fraught with difficulties, especially as the TFP is a “catch 
all” residual. In the case of Niger, given the paucity of data, this methodology fails to adequately capture 
the robustness of the results. First, data on capital stock and labor force50 are not available and need to be 
roughly estimated through standardized assumptions. Second, weather conditions influence the 
productivity of agriculture and livestock and this effect shows up in the residual (i.e. TFP), as it does not 
have a direct impact on the capital stock or on the labor force51. Negative TFP growths can be generated 
by deteriorating climatic conditions (taking period average alleviates somewhat the problem). Third, the 
studies on growth accounting do not provide a breakdown between private and public capital. Moreover, 
the indirect effects of public capital in infrastructure on human capital accumulation – through its impact 
on health and education outcomes – are not taken into account. Finally, growth accounting exercises do 
not always say much about a country growth potential. There is a need for a structural model to 
account for growth potential, linkages between key policy variables, and policy tradeoffs required to 
                                                 
49 Covering nearly 60 percent of Sub-Saharan countries and over 80 percent of regional population and growth, the AERC 
growth project is the most comprehensive country-based assessment of Africa’s growth experience to date. 
50 Data on labor force working in the formal sector are available but not in the informal sector, which employs the bulk of the 
workforce. 
51 Poor rainfall has a negative impact on operating capital through its depletion effect on herds, which constitute the main capital 
of many Nigeriens. Nonetheless, in the absence of comprehensive data, capital stock is estimated by assuming a constant 
depreciation rate of capital over time and adding the investment rate and therefore does not take into account this effect.  

Table 2.3: Niger - Growth Accounting, 1960-2000 

Output per 
worker

Capital per 
worker TFP growth

1960s 0.4 2.4 -2.0

1970s -1.5 1.4 -3.0

1980s -3.1 -1.1 -2.0

1990s -1.4 -2.2 0.8

1971-2000 -2.1 -0.6 -1.6

Source: Favaro, Kida (2005)  
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spur growth in Niger. Niger’s computable general equilibrium (CGE) model is in this class of structural 
models. It captures the links between foreign aid, the level and composition of public investment, the 
supply side effects of public capital, growth, poverty, and other MDGs (see Chapter 6).  
 
B.  The Role of Exogenous Shocks 

2.60. Past experience shows that Niger’s economy is periodically hit by three categories of exogenous 
shocks. 
 
2.61. First and foremost, weather conditions remain the main determinant of annual growth 
performance. The high volatility of rainfall is linked to highly unpredictable growth. Abundant rainfalls 
can trigger double digit growth rate (as in 1998); shortfalls usually coincide with recession. Weather 
conditions in Niger follow medium term cycles: the country experienced several periods of successive 
low rainfalls – in the early 1970s, the 1980s and, to a lesser extent, in the mid-1990s – that depressed 
medium term growth. By contrast, rainfalls since the late 1990s have been favorable, with the exception 
of 2004.  
 
 
2.62. Rural policies implemented over the last 
thirty years did not succeed in tackling the sensitivity 
of the sector to climatic conditions, as shown by the 
acute food crisis that occurred in Niger in 2005 
following below average rains and a locust invasion 
(see Figure 2.10). Agricultural activities52 carried out 
by farmers working on small family farms using 
traditional methods, and with very limited access to 
financial services to purchase inputs, continue to 
suffer from major supply side impediments: these 
include low degree of fertility soils, lack of irrigation 
infrastructure, limited inputs, low levels of 
mechanization rate resulting in low productivity rate 
and high exposure to rainfall shocks. Irrigated land 
accounts for about 1 percent of arable land. Efforts 
to develop irrigation have been modest over the last 
twenty years because: (i) limited public investment in the sector and (ii) suitable land for irrigation has 
been reduced given the contraction in the flow of the Niger river. Held under extensive conditions, the 
livestock is also highly vulnerable to local pasture availability and weather shocks.  
 
2.63. Second, Niger’s economic performance is affected significantly by terms of trade shocks 
because of limited economic diversification. Uranium remains the single most important export. Since 
its independence Niger has experienced only two episodes of sustained growth that halted the poverty 
circle: 1960-68 and 1975-82. In both cases this performance was driven by two key commodities: 
groundnuts during the first period and uranium during the second period53. But on both occasions this 
positive shock was short-lived, only to be followed by a deep recession. Unfortunately, during these 
growth episodes, Niger failed to take advantage of its relatively positive financial situation to diversify 
sources of growth.  
 

                                                 
52 Only 12 percent of the country is arable and nearly 70 percent of the arable land receives no more than 300 to 400 millimeters 
of rain a year, the minimum for rain fed cultivation. 
53 Favorable weather conditions also invigorated growth during these periods. 

 
Figure 2.10: Niger – GDP and Rural GDP ( in %) 

Source: IMF
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2.64. Third, the economic ups and downs in Nigeria are felt in Niger. Trade between the two 
countries has always been significant and Nigeria is Niger’s largest trade partner (see Chapter 5 Box 7). 
But their economic relationship has evolved over time in response to macroeconomic and political events. 
Niger benefited from the oil shocks of the 1970s and the 1980s through increased demand in Nigeria and 
overvaluation of the Nigerian currency. Conversely, the decline in international petroleum prices induced 
a sharp real depreciation of the Nigerian currency and severely affected Niger’s economy. Niger was only 
able to restore its competitiveness on the Nigerian market and reduce the flood of Nigerian products on its 
markets, following the CFAF devaluation.  
 
2.65. In recent years, the volatility of some exogenous factors affecting the economy was reduced 
– stability in uranium prices, improvement in Nigerian economic policy, and years of good weather 
conditions – but Niger’s exposure to these exogenous factors remains a major concern.  The acute 
food crisis of 2005 and negative growth rate (-0.6 percent in 2004) following the below-average rainy 
season in 2004 serves as a reminder of the fragility of Niger’s economy.  
 
2.66. One major lesson is that economic policies should focus on reducing the sensitivity of the 
economy to exogenous shocks. New efforts to reduce sensitivity of the rural sector to weather conditions 
would be especially appropriate to end the “high risk, near-subsistence, low asset” equilibrium of the rural 
sector.  
 
C.  The Role of Policies 

2.67. Political instability was one of the core factors behind the economic crisis and the recession of the 
early nineties. But, despite significant improvements in policies that helped restore macroeconomic 
balances since 2000, growth did not accelerate as compared to the 1995-99 period when policies were 
much weaker. Three reasons help explain why policies so far have not had a positive impact on the 
economy. 
 
2.68. First, the linkages between the “financial economy”, which the government (and donors) can 
influence, and the “real economy” is weak and limits the spillover effects of government policies to the 
rest of the economy. Much of the impact of government economic policies is felt by the modern sector, 
which represents just a quarter of GDP. The ill-conceived and financially unsound “modernization 
policy” “implemented” during the uranium boom was abandoned when it appeared it could no longer be 
financed. Adjustment policies – closure of public companies and price liberalization, a progressive return 
to the “traditional economy” -- the traditional economy had been expanding much faster than the modern 
sector over the last decade (4 percent against 2.5 percent).54 Overall, the traditional sector (mainly 
agriculture, livestock, forestry, most commerce, services and informal activities in the industrial sector) 
accounts for three-quarters of GDP; the non-rural informal sector has increased over the last quarter of 
century from 20 to 35 percent of GDP. The relative development of the traditional sector is mainly due to 
the flexible costs of production (especially wages) that allows informal enterprises to better adapt to 
market conditions than modern sector companies and lowers the tax burden on the informal sector.  
 
2.69. Second, successive governments did not have significant flexibility to establish a proactive 
economic policy to tackle development constraints. Financial constraints since the end of the uranium 
boom have diverted available resources from public investment. Public infrastructure quickly deteriorated 
because of inadequate funds for maintenance. No significant investment program has been made over the 
last twenty years to reduce bottlenecks to productive economic activities. Until 2000, the education sector 
                                                 
54 The traditional sector’s expansion lowers the quality of national accounts statistics because this sector is more difficult to 
record. In this context, statistics indicating a sharp decline in GDP per capita since independence should be interpreted with 
some caution.  
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was partly inoperative because of successive teachers’ strikes and the absence of investment in rural areas 
to build schools to match the needs of the growing population.  
 
2.70. Third, policies never attempted to reduce the fertility rate. Niger’s current fertility rate 
requires one additional percentage point of GDP growth compared to Burkina Faso to reach the same 
GDP per capita growth. May and Alii (2004) forecast, under conservative assumptions, Niger’s 
population growth would reach 53 million in 2050, or five times its current size. So far food crop 
production has broadly been kept in line with population growth, but this seems unlikely to continue 
without substantially improved yields. The high fertility rate is also a drain on public finance, due to the 
associated health and education expenditures, and do not allow households to save. Chapter 3 discusses 
the impact of the population growth on the achievement of the MDGs while Chapter 4 analyzes the 
mechanisms through which a growing population constrains keeps Niger in a low-growth poverty trap.   
 
2.71. Policies have so far failed to solve structural impediments. These include lack of strong 
private sector, limited agricultural diversification, low human capital base, among other factors. Neither 
the expansionary and interventionist policies of the uranium boom, nor the structural reforms and 
liberalization policies of the adjustment era successfully influenced these structural constraints.  
 
2.72. Nevertheless, past experience should not unduly color the role economic policy could play in 
the future to invigorate growth and reduce poverty. Niger’s government is progressively recovering 
financial capacity thanks to debt relief and increasing international support (see below). As shown 
worldwide, reducing the fertility rate is a question of political will and education.  
 
D.  The Role of Foreign Aid 

2.73. Domestic savings are very low because neither households (high consumption family needs) 
nor the government (low tax base) help to promote savings. Private foreign capital is also non-existent 
because of an unfavorable environment. Adverse factors include Niger’s landlocked situation, small 
domestic market, high production costs, poor transport and communication system, high risks and 
ineffective economic policy. These generate a low return on investment.  
 
2.74. Increasing growth potential, reducing poverty and achieving the millennium development 
goals require a substantial boost in public expenditure. Given its low tax base and savings, Niger will 
not be able to finance the public expenditure from its own resources. The much needed investments to 
upgrade infrastructure, increase productivity rates and foster technological changes will require donor 
funding. Therefore, international support should not be considered as transitory simply to help finance 
temporary imbalances or to create a boost for growth. International support should be conceived as 
structural and not only concentrated on capital expenditure but also partially financing current 
expenditure and maintenance expenditure to avoid a recurrence of the post uranium boom period (rapid 
deterioration of public infrastructure). Given its external debt situation, Niger should seek grants rather 
than loans.  
 
2.75. Now that politically instability has diminished, donors should commit to an increase in the 
predictability of aid flows. It will not be possible for Niger to engage in an ambitious and efficient multi-
year program of public investment without more stable aid flows. Chapter 6 discusses the potential impact 
of a permanent increase in foreign aid on growth, poverty, and other MDGs.   
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CHAPTER 3:  REVIEW OF THE MILLENNIUM DEVELOPMENT 
GOALS: OVERVIEW, PROGRESS AND CHALLENGES 

 
3.1. In September 2000, during the United Nations (U.N.) Millennium Summit, the 
international community adopted the Millennium Declaration and the MDGs as strategic 
indicators by which poor countries and the donor community could measure progress towards 
reducing poverty and improving key dimensions of development. Low Income Countries (LICs) 
were called to adopt the MDGs in the context of their PRSPs and monitor progress towards 
meeting the goals. Niger adopted the MDGs as indicative targets to complete its PRSP objectives 
and advance its development agenda.  
 
3.2. This chapter reviews the status of the MDGs and progress made to date by Niger. The 
findings are the following. First, under the current macroeconomic trends (see Chapter 2), 
Niger will not meet most of the Millennium Development Goals by 2015. The country is far 
from achieving universal primary education. Reducing the under-five mortality rate by two-thirds 
and halving the proportion of people without sustainable access to safe drinking water and basic 
sanitation by 2015 are daunting challenges. Reducing gender disparities and promoting 
environment sustainability have not been a priority for the government, which has been struggling 
to respond to emergency situations. Although the prevalence of HIV/AIDS is relatively low 
compared to other Sub-Saharan African countries, it is on an upward trend, and malaria remains a 
major problem. Second, recent progress is encouraging, but because Niger starts from a very 
low base, catching-up seems unlikely. In addition, Niger’s economic and human development is 
threatened by its dependence on unpredictable exogenous shocks which could halt the current 
positive trend observed in some areas of the MDGs. Third, achieving the MDGs requires that 
the Government adopt a forward-looking Public Investment Program (PIP) and a 
significant upfront increase in foreign aid to finance the sectoral and infrastructure gaps. It is 
an imperative that the government, through its own efforts increases domestic resources. Fourth, 
improving the efficiency of spending is crucial in achieving the MDGs.  
 
1.  Where Does Niger Stand with Less than a Decade to Go? 

3.3. As documented in Chapter 2, the 1990s was a lost decade for Niger as it struggled to cope 
with political instability and severe exogenous shocks. As a result, most of the MDG indicators 
did not improve during that decade. The achievements are limited in scope (improvement of few 
education and health indicators) and in time (past five years). Table 3.1 summarizes the status of 
the MDGs. It shows that Niger is far behind and will need more time to achieve most of the goals.  
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A.  Niger is Off-Track to Meet Every MDG by 2015 

3.4. Poverty and Hunger. Niger suffers from a high incidence of poverty. The proportion of 
people living under the poverty threshold was estimated at about 63 percent and 34 percent of 
people live in extreme poverty,57 according to the budget and consumption survey of 1993. There 
are indications that the proportion of people living in poverty is higher -- about 80 percent of the 
population58. Poverty is higher in rural areas. Indeed, in rural areas 86 percent of population is 
poor and 36 percent extremely poor, against 52 percent and 26 percent, respectively for urban 
areas. The incidence (P0), depth (P1) and severity (P2) of poverty are all higher in rural areas. 
 
3.5. Recent studies, such as the survey on the degree of satisfaction of essential needs, provide 
confusing information on the rate of poverty incidence: sometimes the poverty rate is higher than 
the official figure and sometimes it is lower.  Unfortunately, these different studies cannot be 
compared to the 1993 survey. Due to a lack of comparative analysis, and of the methodologies 
used, there is currently no definite conclusion about the poverty trend since the last survey. 
However, the downward trend of the GDP per capita between 1990 and 2004, which has declined 
almost one percent per year over the period (see Figure 3.1), and the 2005 food crisis suggests 
that poverty trend may not have decreased.  
 
3.6. In Niger, food shortages 
and poor economic and physical 
access frequently result in food 
insecurity. According to the latest 
available statistic (1998-2000), 40 
percent of children suffer from 
malnutrition with nearly half 
suffering from severe malnutrition. 
Important progress has been made 
in improving nutrition conditions. 
Malnutrition prevalence fell from 
42 percent in 1997 to 34 percent in 
2002. However, the 2005 food crisis 
may have reversed this positive 
trend. According to a joint assessment undertaken by the Government of Niger, UN and NGO 
partners in March 2005, 3.6 million people were in need of emergency food assistance, of whom 
2.5 million – or 3,815 villages  – were thought to be extremely vulnerable requiring regular food 
assistance.59 Most of the rural population face serious difficulties in accessing staples, namely 
millet and sorghum. Thus, peoples have migrated out of the most vulnerable zones consuming 
what is available, including wild food. The high population growth rate puts additional burden on 
nutritional supplies. The rain-fed nature of Niger’s agriculture and the frequent periods of 
droughts affect the food crop supply and renders nutritional conditions precarious.  
 

                                                 
57 According to Niger PRSP (2002), the poverty line is set at CFAF 75,000 in urban areas and CFAF 50,000 in rural 
areas and the extreme poverty threshold is set at two-third of poverty (CFAF 50,000 in urban areas and CFAF 35,000 in 
rural areas). 
58 This statistic is provided by the UNDP representatives in Niger.  
59 « Evaluation de la Situation dans les Zones d’Insécurité Alimentaire », SAP – CCA – GTI/CCA – YFP – FEWS 
NET- Agrhymet (CILSS), March 2005. The severe drought resulted in a three-fold increase in cereal prices while 
livestock prices decreased dramatically.   

 
Figure 3.1: Niger GDP Per Capita Annual Growth Rate 
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3.7. Fighting poverty and hunger 
in Niger faces several constraints that 
the Government has to address if the 
country is to meet the MDG. These 
include: (i) the rudimentary nature of 
agricultural techniques; (ii) poor 
climatic conditions; (iii) the 
deficiency of basic infrastructure; 
(iv) the lack of income generating 
activities; and (v) the demographic 
explosion.  

3.8. Universal primary 
education. With a Primary Gross 

Enrollment Ratio (GER) of 52.4 percent and a primary completion rate of 36 percent in 2005, 
Niger ranks among the lowest amongst African low-income countries (see Table 3.2). Not only is 
access to primary education limited but the survival rate within the cycle is also very low: about a 
quarter of the student population enrolled never complete the cycle. However, the Primary Gross 
Enrollment Rate more than doubled between 1990 and 2005 – increasing from 25.4 percent in 
1991 to 52.4 percent in 2005 – as did the primary completion rate – rising from 15 percent in 
1990 to 36 percent in 2005. The increase in the primary completion rate has been particularly 
dramatic since 2002, growing from 18 percent in 2002 to 36 percent in 2005, according to more 
recent data (see Figure 3.2). Although, some efforts have been made to improve access to 
education, they are still not sufficient to keep children at school. Quality issues have to be 
addressed as learning outcomes were low. For example, achievements of 68 percent of 6th grade 
pupils in French language are estimated to be below the requirements while only 6 percent of 
pupils are considered to have fully mastered the subject. If progress achieved since 2002 
continues– i.e. an increase of about 30 percent per year in terms of the completion rate, Niger 
could achieve the goal in 2010. However, if the completion rate returns to its previous trend 
(1997-2002) of about 4 percent per year, Niger would fail to achieve the universal primary 
education goal (see Table 3.3).  

Table 3.2: Primary Completion in African Low Income Countries 

 
Countries 1990 1995 2004 

Benin 
Burkina Faso 
Chad 
Ethiopia 
Niger 
Togo 

18 
20 
19 
- 

15 
40 

27 
20 
16 
14 
14 
54 

49 
29 
25 
51 
26 
78 

                     Source: World Bank MDGs Database. 
 
3.9. Yet, these national statistics hide large regional and gender disparities. The gross 
enrollment ratio and completion rate are higher in urban areas and boys are more likely to be 
enrolled than girls. Despite recent progress, the gender parity index (GPI) in primary education is 
still far from parity (see Table 3.3). In 2002, there were on average two girls for three boys in 
primary cycle. These gender disparities are higher in rural areas – where the GPI was 0.59 in 
2002 – than in urban areas – where the GPI was 0.88 in 2002. One of the determinants of the 

Figure 3.2: Primary Completion Rate in Niger, 1990-2005 
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gender disparity is the opportunity cost of education60, which is higher for girls than boys – 58 
percent against 55 percent– particularly in rural areas – at 66 percent against 60 percent.61 But 
recent progress made towards parity is more significant in rural areas. The retention rate between 
the first (CI) and the last (CM2) grade of the cycle is also higher in urban areas: whereas 65.3 
percent of pupils entered in CI reached CM2 at the national level, it was 60.1 percent in rural 
areas against 74.5 percent in urban areas. In rural areas, 62.9 percent of boys reached CM2 
against 55.7 percent of girls whereas in urban areas the retention rate was higher for girls (77 
percent against 72.5 percent for boys).  

Table 3.3: Regional and Gender Disparities in Primary Gross Enrollment Ratio in Niger 

 
 1997-

98 
1998-

99 
1999-

00 
2000-

01 
2001-

02 
2002-

03 
2003-

04 
2004-

05 
Total 30.3 32.1 33.9 36.9 41.1 44.7 50.0 52.4 

Boys 
Girls 
G/B 

37.3 
23.4 
0.63 

39.2 
25.1 
0.64 

41.2 
26.6 
0.65 

44.7 
29.1 
0.65 

49.7 
32.6 
0.66 

53.7 
35.8 
0.67 

60.0 
40.0 
0.66 

61.9 
42.8 
0.69 

Urban 
Rural 
R/U 

83.2 
20.1 
0.24 

85.1 
21.9 
0.26 

85.0 
24.0 
0.28 

85.1 
27.6 
0.32 

85.3 
32.6 
0.38 

87.3 
36.5 
0.42 

na 
na 
na 

na 
na 
na 

Urban boys 
Urban girls 
UG/UB 

89.9 
76.5 
0.85 

93.4 
76.8 
0.82 

91.2 
78.8 
0.86 

91.3 
78.9 
0.86 

91.2 
79.3 
0.87 

92.9 
81.8 
0.88 

na 
na 
na 

na 
na 
na 

Rural boys 
Rural girls 
RG/RB 

27.1 
13.1 
0.48 

28.7 
15.1 
0.53 

31.5 
16.5 
0.52 

35.7 
19.5 
0.55 

41.7 
23.6 
0.57 

46.1 
27.0 
0.59 

na 
na 
na 

na 
na 
na 

 
Source: RESEN, 2004. 
 
 
3.10. The regional disparities show that it will be difficult to place all relevant population in 
schools because of low population density in some areas, particular needs of the nomadic 
populations, and the potential contribution of children to household revenue -- which is higher in 
rural areas. Thus, several issues must be addressed to reach the universal primary education goal. 
These include: (i) poor efficiency and lack of public resources devoted to education62; (ii) weak 
management of human resources;63 (iii) lack of material resources;64 (iv) school discontinuity and 

                                                 
60 The opportunity cost of education is measured by the time devoted to alternative tasks that children could do instead 
of attending school. Girls traditionally employed in household production means their opportunity costs are usually 
higher.  
61 La dynamique des scolarisations durables au Niger – Evaluation pour un développement durable (RESEN, 2004). 
62 Public resources devoted to education in 2000 were about 2.9 percent of GDP – against 3.0 percent for the average of 
IDA African countries. These resources translated into a school life expectancy of only 2.8 years – against 5 years for 
the average of IDA African countries. In other words, Niger’s productivity indicator is 0.79 compared to 1.8 for IDA 
African countries. Thus, Niger has one of the poorest productivity indicators. It is worth noting that Chad which 
devotes only 1.7 percent of GDP to education has a school life expectancy of 3.9 years, or a productivity indicator 
nearly three times higher (2.29).  
63 The distribution of teachers does not match the needs of the country. For instance, in urban areas, a class is often 
held by 2 or 3 teachers while in certain rural or peri-urban areas a teacher has to cope with more than 100 pupils in 
multi-grade class.  
64 Less than half of the classrooms (43.1%) are considered in good condition.  
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distance from school in rural areas;65 (v) negative perception of school education and its future 
opportunities; and (vi) low level of household revenue.  
 
3.11. Gender equality and the empowerment of women. The Millennium Declaration 
considers gender parity as a core part of basic human rights and a necessary condition for 
sustainable development. As noted, in the primary education cycle, Niger is still far from 
achieving gender parity in education. The ratio of girls to boys in primary and secondary 
education is about 69 percent. Although progress has been made since 1990 (56 percent), the 
gender parity index in Niger is still among the lowest in the sub-region (Table 3.4). 
 
3.12. Literacy rates are very low in Niger, but they are even lower for women, especially 
young females (15-24 years). Thus, the 2001 literacy rate for female youth is only about 14 
percent, compared to 26 percent for male youths; this translates to a gender ratio of 54 percent, 
which reflects the inequalities of schooling access and retention. According to a recent Ministry of 
Basic Education and Literacy (MEBA), the proportion of women enrolled in adult literacy 
programs has dramatically increased to reach 68 percent of enrollments in 2003.  In other words, 
there are 7 women for every 3 men in the centers. But this increase in women’s participation 
seems to be occurring at the same time that men’s participation has fallen.  
 

Table 3.4: Gender Parity and Empowering Women Indicators in Sub-Saharan Africa 

 
 

Ratio Girls/Boys in Prim. 
and Sec. Education (%) 

Ratio of Young 
Literate Females to 

Males (%) 

Proportion of Seats Held by 
Women in National 

Parliament (%) 
 1990 2002 2000-2002 1990 2003 
Benin 
Burkina Faso 
Cameroon 
Chad 
Côte d’Ivoire 
Etiopía 
Ghana 
Guinea 
Mali 
Niger 
Nigeria 
Senegal 

48.3 
60.7 
82.7 
41.4 
65.5 
68.2 
76.8 
44.2 
58.2 
55.7 
78.1 
68.5 

66.0 
72.2 
84.9 
58.8 
68.7 
69.3 
91.0 
68.8 
71.3 
69.0 
81.0 
87.1 

55.9 
- 
- 

41.7 
74.0 
82.2 

- 
- 
- 

54.3 
95.4 
70.0 

3.0 
- 

14.0 
- 

6.0 
- 
- 
- 
- 

5.0 
- 

13.0 

6.0 
12.0 
9.0 
6.0 
9.0 
8.0 
9.0 
19.0 
10.0 
1.0 
3.0 
19.0 

 Source: World Bank MDGs Database. 
 
3.13. In addition to promoting gender equality in school access, the Millennium Declaration 
supports the empowerment of women through equal access to employment and political decision-
making. No data on women’s unemployment or their activity area are available --albeit 
indications are that empowerment of women in the political arena deteriorated during the decade 
despite the law requiring a 10 percent quota for women in positions with high responsibility. On 
access to political decision-making (see Table 3.4), the proportion of seats held by women in the 
National Parliament was about 1 percent in 2003 compared to about 5 percent in 1990. Niger thus 
fares poorly compared to other African countries: about 6 percent in Chad, 9 percent in 

                                                 
65 In 2001, 11.2 percent of public schools were not able to enroll children from CI to CM2, equivalent to about 10 
percent of new pupils entering CI.  
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Cameroon, Côte d’Ivoire and Ghana, 10 percent in Mali, 12 percent in Burkina Faso and 19 
percent in Senegal and Guinea.        
 
3.14. The major constraints to this goal include: (i) socio-cultural constraints, which prevent 
woman’s education and empowerment; (ii) lack of women representation in the political arena; 
(iii) very few resources devoted to the Ministry of Social Development, Women’s Promotion and 
Child Protection.66  
 
3.15. Child Mortality. 
Niger’s infant and 
juvenile mortality rates 
are among the highest in 
the sub-region (Table 
3.5). In spite of progress 
made during the last 
decade, health conditions 
of children are still very 
worrisome. About 40 
percent of under-five 
children suffer from 
malnutrition – with half 
of them suffering from 
severe malnutrition. Thus, 
malnutrition is the 
primary determinant of 
child mortality in 50 
percent of cases as it increases the risk of dying from infant diseases. The prevalence rate of 
infectious diseases – such as diarrhea, malaria, acute respiratory infections (ARI), measles, 
meningitis, poliomyelitis, diphtheria – are also very high. Immunization coverage is still weak in 
spite of recent progress due to lack of vaccine availability. 
 
3.16. Figure 3.3 shows that if the 
under-five mortality keeps decreasing at 
rates following the current trend, the 
indicator will fall only to 214 per 1000, 
far from the goal. 
 
3.17. Four major constraints limit the 
achievement of this goal, including: (i) 
insufficient health and sanitary 
infrastructures, particularly in rural 
areas;67(ii) low level of household revenue; (iii) low level of the education of mothers;68 and (iv) 
insufficient public resources allocated to the health sector.69  

                                                 
66 Only 0.02 percent of the national budget is devoted to the Ministry of Social Development, Woman Promotion and 
Child Protection.  
67 Skilled health staff and infrastructure are essentially concentrated in the urban areas. Sanitary coverage in Niger was 
about 48 percent in 2003 (proportion of population 0-5km from health centre) and 15 percent of the population is more 
than 15km far from health center.  
68 Only 14 percent of women between 15 and 24 years are literate.  

Table 3.5: Under-Five Mortality in Sub-Saharan Africa (per 1,000) 
 

Country 1990 1995 2000 2003 
Benin 
Burkina Faso 
Cameroon 
Chad 
Côte d’Ivoire 
Ethiopia 
Ghana 
Guinea 
Mali 
Niger 
Nigeria 
Senegal 
Togo 

185 
210 
139 
203 
157 
204 
125 
240 
250 
322 
235 
148 
152 

170 
207 
156 
200 
175 
192 
110 
208 
233 
295 
238 
143 
146 

160 
207 
166 
200 
188 
176 
100 
175 
224 
274 
205 
139 
142 

154 
207 
166 
200 
192 
169 
95 

160 
220 
262 
198 
137 
140 

Source: World Bank MDGs Database. 
 

Figure 3.3: Under-Five Mortality in Niger, 1990-2015  
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     Source: World Bank MDGs Database. 
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3.18. Maternal mortality. Maternal mortality is about 700 per 100,000 live births, one of the 
highest rates in Sub-Saharan Africa (see Table 3.6). This reflects the high fertility rate, the lack of 
skilled staff and low level of prenatal and postnatal coverage.70 There are also regional disparities, 
meaning that the predicaments of women are worst in areas with little skilled health staff. The 
maternal mortality risk is increased by early marriage, which implies early maternity – 11.4 
percent of women between the ages of 15 and 49 had their first child before 15 – and rise in the 
fertility period.  

Table 3.6: Maternal Mortality Rate in Sub-Saharan Africa 

Countries Maternal Mortality Year 
Benin 
Burkina-Faso 
Cameroon 
Chad 
Côte d’Ivoire 
Ethiopia 
Guinea 
Kenya 
Mali 
Niger 
Senegal 
Tanzania 
Togo 
Uganda 
Zambia 
Zimbabwe 

498 
484  
430 
827 
597 
871 
528 
590 
582 
700 
510 
529 
478 
505 
729 
695 

1996 
1998 
1998 
1993 
1994 
1994 
1999 
1990 
2001 
2000 
1992 
1990 
1998 
2001 
2002 
1997 

 
                   Source: National MDG Reports, UNDP. 
 
3.19. To reduce maternal mortality by three quarters, the Government of Niger would have to 
provide a policy response to the following constraints: (i) insufficient number of health centers 
and skilled staff; (ii) insufficient family planning; (iii) low level of women’s education; 
(iv) traditional customs; and (v) low level of household income.  
 
3.20.  HIV/AIDS, TB, malaria and other infectious diseases. While the prevalence of 
HIV/AIDS is relatively low (0.87 percent) compared with other western African countries (see 
Table 3.7), the number of reported HIV/AIDS cases has been growing since 1987. National 
average hides several disparities. The prevalence is much higher in urban areas (2.08 percent) 
than in rural areas (0.64 percent). Prevalence is also relatively high in Niamey (1.8 percent) and 
Tahoua (1.4 percent) compared to the areas of Tillaberi (0.2 percent) and Maradi (0.4 percent). 
The epidemic is concentrated in the 20-45 years old age group. By occupation, the prevalence is 
also higher among teachers (1.4 percent), road drivers (1.7 percent), prisoners (2.8 percent), 
soldiers (3.8 percent) and sex workers (25.4 percent).  
 
 

                                                                                                                                                 
69 In 2004, public health expenditure represented only 7.1 percent of public budget and 1.9 percent of GDP This 
amount includes resources allocated to MSP/LCE (current and capital expenditure), health expenditure depending on 
other ministries according to the Loi de Finance 2004 and President Special Program capital expenditure.  
70 Only 16 percent of births are attended by skilled staff. The prenatal and postnatal coverage are 42 percent and 24 
percent, respectively.  
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3.21. The five main causes of mortality are 
malaria, pneumonia, meningitis, diarrhea and 
measles. Malaria is responsible for about 30 
percent of deaths on average, but this proportion 
reaches 52 percent among under-five children. 
The number of reported cases of malaria is about 
850, 000, but given the lack of medical coverage 
(42 percent), malaria’s prevalence is under-
estimated. The use of insecticide-treated 
mosquito nets is still very limited, while malaria 
parasites become more and more drug-resistant 
(resistance to chloroquine treatment reaching 15 
percent). Insufficient medical/immunization 
coverage, the low level of household revenue, 
and the lack of drug availability are the major 
constraints to reducing infectious diseases in Niger.  
 
3.22.  Environmental sustainability. Few reliable indicators exist to measure environmental 
sustainability. However, available information suggests that environmental degradation is eroding 
the natural resource base in Niger. Deforestation contributes to the desertification process and  
irrigation potential decreases because of desertification. There are only five “protected” areas (6.6 
percent of the territory) devoted to biodiversity preservation. Energy consumption via the use of 
wood fuel (91 percent), and industrial and mining production are major contributors to 
environment degradation in Niger.71 

3.23. Sustainable management of forestry resources. Wood is the main source of energy in 
Niger with output of about 1,861,500 tones a year. Since the Maradi Commitment in 1984, 5,000 
hectares are reforested every year. But the demand is estimated between 80, 000 and 100, 000 ha. 
Therefore, deforestation contributes to the desertification process.  

 
3.24. Water supply and 
sanitation. According to the 
Ministry of Hydraulics, 
Environment and Fight against 
Desertification, access to safe 
drinking water for Niger’s 
population fell from 54 percent in 
1990 to 51 percent in 1998 and 
increased to 59 percent in 2004.  
But water coverage is higher in 
urban areas, where about 80 percent of the population has access to safe drinking water. Figure 
3.4 presents the growth pattern regarding access to safe drinking water that Niger must follow if 
is to reach the MDG by 2015. According to this figure, Niger was off-track in 2004. However, if 
investments keep growing at the same trend as between 1998 and 2004, Niger could reach the 
goal by 2015.  
 

                                                 
71 However, according to the World Bank MDGs database, the CO2 emissions in Niger decreased between 1990 and 
2000 from 0.14 to 0.11 metric tones per capita.  

Table 3.7: HIV/AIDS Prevalence in Western 
and Central Africa 

 HIV/AIDS 
prevalence (%) 

Benin 
Burkina Faso 
Cameroon 
Chad 
Côte d’Ivoire 
Mali 
Niger 
Nigeria 
Senegal 
Togo 

1.9 
4.2 
6.9 
4.8 
7.0 
1.9 

0.87 
5.4 
0.8 
4.1  

        Source: UNAIDS. 
 

Figure 3.4: Access to Safe Drinking Water in Niger 
(% of Population Total), 1990-2015 
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3.25. Access to improved sanitation is much lower: 35 percent in urban areas and only 5 
percent in rural areas. This lack of sanitation infrastructure is a major cause of poor health 
conditions, in particular in rural areas. This highlights the importance of core infrastructure for 
health conditions. 
 

3.26.  Improving the lives of slum dwellers. Forty percent of Niger’s population is considered 
to be living in poor quality housing that does not meet the standards of, security, sanitary and a 
decent life. The urban population: one-quarter live in old districts which have to be renovated: 
one-third live in under-equipped districts and one-sixth live in non-regulated districts – or 
districts without any convenience (water, sanitation, electricity, and so on). Unfortunately, no 
data is available for a comparative analysis with other countries. Achieving the goal of good 
housing is constrained by: (i) the desertification and decrease of arable land; (ii) the demographic 
growth; and (iii) insufficiency of financial resources.  
 
B.  How Does Niger Compare with the G11 Successful African Countries? 

3.27. Niger fares poorly compared to the G11 successful African countries in achieving the 
MDGs. Some countries – such as Ethiopia or Mali – starting from a lower or comparable levels in 
the early 1990s and have made significant progress towards achieving the MDGs. Figure 3.5 
illustrates Niger’s poor performance in the areas of universal primary education -- measured by 
the primary completion rate -- and under-five mortality rate.  
 

Figure 3.5: Comparison of MDGs Achievement with the G11 Successful African Countries 
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Goal 4: Under-five Mortality
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     Source: World Bank MDGs database and MEBA for Niger current data. 
 
3.28. In the health sector Niger’s performance is particularly poor: Niger has the highest under-
five mortality rate of the sample of countries. Only Mali and Rwanda also have an under-five 
mortality rate higher than 200 per thousand. When compared to the rest of Sub-Saharan Africa, 
Niger has the third highest under-five mortality rates followed by Sierra Leone and Angola, 
according to the Human Development Report of 2005 (UNDP). However, progress by Niger to 
improve children’s health over the period 1990-2004 compares quite well with countries of G11, 
as the indicator for under-five mortality decreased by 1.5 percent per year over that period. Only 
Cape Verde (-3.58 percent), Mozambique (-3.06 percent) and Tanzania (-1.74 percent) performed 
better than Niger. The difficulties Niger has been experiencing reflect both the poor quality and 
ineffectiveness of health systems.  
 
3.29. In the education sector, Niger has some of the poorest results. In 2004, Niger’s primary 
completion rate was estimated at 26 percent. However, according to the updated data of the 
MEBA, the country seems to have experienced dramatic progress between 2004 and 2005, 
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reaching a primary completion rate of 36 percent. This achievement is comparable to that 
experienced earlier by Mali, (which more than doubled its completion rate between 1997 and 
2004), and Ethiopia, (which more than doubled its completion rate between 1997 and 1999), and 
could enable Niger to reach the universal primary education goal if current policies are followed. 

 
C.  The Vicious Circle: Interactions between MDG Sectors 

3.30. Interactions between the sectors act as a vicious circle and compound Niger’s 
inability to achieve the MDGs. Indeed, the weakness of each sector – such as education, health, 
and infrastructure – hinders the development of the others. The lack of infrastructure limits 
production and absorption capacities and access to basic services. The low level of production is a 
determinant of low household revenues, which in turn results in the poor access to health and 
education services. Education and health interact and are also a determinant of individual 
productivity (and thus revenue). Finally, low household and firm revenue limit public sector 
resources and thus constrain infrastructure development. 
  
3.31. Lack of infrastructure limits production and absorption capacity and access to basic 
social services, even when these exist. The transport infrastructure, particularly the road 
networks is a determinant of access to basic social services and a necessary condition for  
production and distribution. Chapter 4 discusses the impact of infrastructure on growth and 
poverty traps.  
 
3.32. Long distances and poor road conditions also limit access to health centers. Distances 
between villages and intermediate health centers (IHC) for a sick person is very long and the land 
is often impassable by vehicles. Because of distances and poor road conditions, a journey by 
ambulance is very expensive. In addition, during the rainy season, the duration of the journey is 
likely to be increased and sometimes cause death. Furthermore, the road conditions negatively 
effect health staff in rural areas. Clearly, a good road network could facilitate the recruitment of 
health skilled staff as it would enable them to easily travel to urban areas. Thus, the poor road 
conditions compound the lack of health centers and services in rural areas. The complementarity 
between core and health infrastructure highlights the need for an integrated public investment 
program to ensure the optimal level of efficiency for public expenditure. 
 
3.33. With respect to education, even if the physical accessibility of schools is not the main 
constraint to schooling enrollment, travel time to school adds to schooling time and increases the 
opportunity cost of education.  
 
3.34. Household revenue is a determinant of access to education services. For poorer 
household in Niger, the contribution of child activity to household revenue is sometimes 
essential. Several empirical studies show that children from poor households are not only less 
likely to be enrolled but they are also more likely to drop out. Filmer and Pritchett (1998) studied 
schooling gaps between poor and rich quintiles for 35 developing countries, including nine from 
Western and Central Africa. The study shows the average final grade reached by each quintile of 
15-19 year cohorts. In Western and Central Africa, the gap was 6 years for Burkina Faso, Côte 
d’Ivoire and Senegal. In Niger, the gap was 4 years according to schooling data for 1992 (Table 
3.8).  
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Table 3.8: Proportion of 15-19 Year Age Group Having Reached a Given Grade 
 

40% Poorer Quintile 20% Richer Quintile 
Grade 

Achieved 
 G1 G5 Prim G9 G1 G5 Prim G9 Qinf Qsup 
Benin (1993) 

Burkina Faso (1992-93) 

Central African Rep. (1991) 

Côte d’Ivoire (1994-95) 

Cameroon (1994) 

Ghana (1993) 

Mali (1995-96) 

Niger (1992) 

Senegal (1992-93) 

0.26 

0.13 

0.51 

0.42 

0.64 

0.79 

0.12 

0.15 

0.20 

0.08 

0.08 

0.15 

0.27 

0.45 

0.69 

0.05 

0.11 

0.14 

0.04 

0.06 

0.05 

0.16 

0.32 

0.65 

0.03 

0.02 

0.11 

0.01 

0.00 

0.00 

0.04 

0.06 

0.31 

0.00 

0.01 

0.02 

0.80 

0.69 

0.87 

0.72 

0.96 

0.94 

0.60 

0.54 

0.78 

0.54 

0.59 

0.65 

0.66 

0.90 

0.89 

0.48 

0.47 

0.69 

0.42 

0.55 

0.43 

0.54 

0.79 

0.86 

0.40 

0.30 

0.63 

0.17 

0.20 

0.08 

0.27 

0.41 

0.58 

0.04 

0.09 

0.23 

0 

0 

1 

0 

4 

7 

0 

0 

0 

5 

6 

5 

6 

8 

9 

4 

4 

6 

 Source: Filmer and Pritchett (1998). 

 
3.35. In addition, household revenue determines of access to health services, nutrition and 
health condition. According to the MICS 2000 survey, fewer than 20 percent of 12-23 month old 
are completely immunized among the poorer 80 percent of population – against about 50 percent 
among the richer 20 percent. Only 20 percent of children in rural areas suffer from respiratory 
infections are treated in modern health centers -- against about 40 percent in urban areas. DHS-
1998 results suggest that children from poorer household received mainly informal and traditional 
treatments, whereas those from richer households were treated in modern health centers. Table 
3.9 presents a sample of nutrition, fertility and health indicators by quintile in Niger, according to 
the results of the Demographic and Health Survey of 1998. Quintile differences are higher 
between urban quintiles, although data is available only for the two richer quintiles. Moreover, 
indicators are lower in rural areas where most of the poor live.  

Table 3.9: Health Indicators per Socio-Economic Group and Urban/Rural Areas (DHS-II-1998) 

 Rural Quintiles Urban Quintiles 
 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 
Infant 
Mortality 
Under-five 
Mortality 
Fertility Rate 
Child 
Malnutrition 
Maternal 
Malnutrition  

131 
282 
8.4 
52 
27 

153 
356 
7.3 
53 
21 

158 
349 
7.8 
52 
19 

147 
326 
7.3 
52 
23 

127 
262 
n.a. 
50 
12 

n.a. 
n.a. 
n.a. 
n.a. 
n.a. 

n.a. 
n.a. 
n.a. 
n.a. 
n.a. 

n.a. 
n.a. 
n.a. 
n.a. 
n.a. 

101 
231 
n.a. 
47 
21 

75 
163 
5.5 
33 
13 

   Source: Santé et Pauvreté au Niger (2004). 
 
3.36. The education level of an individual has an impact on his/her health and that of 
his/her children. Specifically, the education level of mothers is a determinant of child health and 
nutrition conditions. Thus, according to the results of DHS-1998, infant mortality decreases by 30 
percent when the mother has primary education – compared to no education – and by 50 percent 
in case of secondary education. The use of oral re-hydration treatments in case of diarrhea 
doubles when mothers have secondary education (see Table 3.10). The probability for a child to 
be immunized against measles is 30 percent higher when mothers have a primary education and 
three times higher in case of obtaining secondary education.  
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Table 3.10: Health Indicators and Mother Education Level (DHS-II-1998) 
 

 Education Level of Mothers 
 None Primary Secondary and Over 
ORT(under-five) 
Malnutrition (weight) 
IMC (%) 
Neonatal Mortality 
Post-neonatal Mortality 
Infant Mortality 
Under-five Mortality 

 18.6 
 50.7 
 20.4 
 52.1 
 88.9 
 140.9 
 314.0 

 25.0 
 46.6 
 21.8 
 42 
 57.6 
 99.6 
 225.0 

 37.5 
 28.7 
 23.5 
 23.9 
 46.2 
 70.1 
 130.0 

    Source: Santé et Pauvreté au Niger (2004). 
 
3.37. In addition, the average education level of a community has an impact on each member’s 
health conditions.72 Figure 3.6 presents the relation between illiteracy and life expectancy for a 
sample of 43 low income countries. Niger whose illiteracy rate is highest also has one of the 
lowest life expectancy.  
 
3.38. Furthermore, education has an impact 
on the fertility rate. Although, the interaction 
between education and fertility is complex, 
beyond a primary level of education, fertility 
tends to decrease. In fact, education contributes 
to a lower fertility rate by delaying the age of 
marriage (and thus the fertility period) and 
enabling more effective use of contraception.  

3.39. Health and nutrition conditions of the 
population have an impact on productivity (thus 
on revenue) and learning capacities (thus on 
education).73 Because of Niger’s poor health 
and nutrition conditions, productivity and 
learning capacity of the population is low. This in turn aggravates the constraints of the country to 
reach the MDGs. Chapter 4 analyses the interactions between health and nutrition conditions and 
growth potential and poverty traps in Niger.  
 

2.  Why Niger is falling Short of the Goals? 

3.40. Different factors can explain why Niger is falling behind achieving the goals. First, 
the initial conditions of the country are not favorable. The low levels of most of the MDG 
indicators at the starting point, the low level and volatility of resources allocated to the priority 
sectors over the 1990s, and the demographic pressure have constrained the achievement of the 
MDGs. Second, the political instability experienced by the country during the 1990s was not 

                                                 
72 Cochrane and al. (1979) suggest that when the education level of the community is high, even an individual with a 
low level of education can inherit better health conditions.  
73 Several studies including Pitt and Roseinzweig (1986); Schultz and Tansel (1993); Audibert and Etard (1998) show 
the negative impact of morbidity on time devoted to labor market. Moreover, other studies including Audibert (1986); 
Schultz and Tansel (1993 and 1997) show that an increase of 10 percent in schistosomias prevalence implies a decrease 
of 5 percent in the agricultural production in North Cameroon.  

 
Figure 3.6: Illiteracy and Life Expectancy in 

Low Income Countries in 2000 
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* The sample includes 43 low income countries for which statistics are 
available. The countries where HIV/AIDS prevalence was higher than 10% 
in 2000 have been excluded of the sample. Niger is reprented by a bigger 
empty square. 
Source: WDI, 2004. 
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favorable to meeting the goals. Third, some of the goals – such as environmental sustainability – 
are not a priority for a country that has to cope with short-term emergency pressures – such as 
food crises. In addition, the low level of public resources and private revenues limits the scope of 
financing of the MDGs. This constraint does not enable the Government to increase infrastructure 
investments.  
 
3.41. In a resource-constrained environment such as Niger’s, the challenge facing the 
authorities is to find the right channel through which a policy action could have widespread 
positive impact on the MDGs. This is especially critical given that Niger faces some governance 
issues which slow down project and program implementation and financial mobilization from 
donors. 
 
A.  Initial Conditions 

3.42. The initial levels of the MDG 
indicators in 1990 in Niger were very low. 
Progress required to achieve the goals was 
quite significant particularly in education 
and health. Figure 3.7 shows the progress 
Niger has to make in order to achieve the 
MDGs -- starting from the 1990 level. One 
can note that in areas, including poverty, 
primary education completion and parity, 
child health, malnutrition and water access, 
the starting points are very low. For 
example, to meet the goal of universal primary education, Niger has to increase its completion 
rate from 18 percent in 1990 to 100 percent in 2015, its gender parity index from 56 percent to 
100 percent, or to decrease the under-five mortality rate from 320 to 107 per thousand. Thus the 
goals in these specific areas are too ambitious given the low initial starting point, -- a challenge 
further compounded by Niger’s scarce resources and low capacity.  
 
3.43. During the 1990s no strategy was 
designed to achieve the MDGs in any 
area. Indeed, the poverty reduction strategy 
was only defined in the early 2000s, as were 
the education and health development plans. 
Because of the high political instability, the 
main focus of Niger during the 1990s was to 
satisfy the basic needs of its population. 
Consequently, during the 1990s human 
development policy was very limited and 
very little progress was achieved during that 
decade (see Figure 3.8). 

Figure 3.7: Progress towards the MDGs 
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  Source: World Bank MDGs Database. 

Figure 3.8: MDGs Indicators between 1990 and 
2000 in Niger 
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3.44.  Public resources 
allocated to social sectors in 
the 1990s were very low. 
Specifically, resources given 
to education and health were 
insignificant compared to the 
actions needed to implement 
the education and health 
MDGs. Public expenditure in 
education was only 3.2 
percent of GDP in 1990 and 
decreased during the decade 
to 2.1 percent in 1999 ( Figure 
3.9). While public 
expenditure in health is 
available only from 1998 – it  was only 1.6 percent of GDP, one of the lowest in the sub-region.  
 
3.45. The high and growing 
demographic pressure during the 
1990s also acted as a constraint to 
achieving the goals.74 The 
demographic explosion acts as a major 
constraint to growth because of its 
poverty-trap manifestations (see 
Chapter 4). It is also a constraint to 
social service supply (May, Harouna, 
Guengant, 2004). According to UN 
population projections the school 
entering age population increases by 
18,000 children per year under the current fertility rate. The schooling-age population (6-11 
years) of 1.5 million in 1990 increased to 2 million in 2000. Under current trends, it will increase 
to 3 millions in 2010 and 3.9 millions in 2020. This high demographic growth implies significant 
financial costs to keep the enrollment rate constant. It requires building more classrooms and 
recruit more teachers – not to mention that Niger already faces great difficulties in meeting 
current demand. The growing population will have similar implications for the health services. 
The medical coverage and the number of skilled staff are currently insufficient to meet future 
needs. In order to reach the WHO standards for medical staff, Niger must multiply the number of 
doctors by 5, chemists by 40 and nurses by 2. At the current population growth, this proportion 
would have to double by 2020 and to be multiplied by five by 2050. 
 
3.46. Since the structure of rural production is dominated by rainfed agriculture, it 
results in a highly volatile and distorted income for the poor. In addition, industrial activities, 
dominated by raw material extraction do not generate employment for poor unskilled workers. 
Thus, the poor do not have opportunities to increase their income and escape the poverty-trap.  
Production capacities and access to basic social services are constrained by the lack of core 
infrastructure such as transport, electricity and water. Furthermore, the maintenance of existing 
infrastructure is hardly provided because of lack of financial resources. For example, only 30 

                                                 
74 Niger’ s population increased from an estimated 7.65 million in 1990 to 10.7 million in 2000. This is an increase of 
about 40 percent. According to Guengant and Banoin (2003), at the current fertility rate, Niger’s population will reach 
78 million by 2050, the second largest in Africa after Nigeria.   

Figure 3.9: Public Education Expenditure in 1990 (% of GDP) 
 

0 2 4 6 8

Zimbabw e 
Cote d'Ivoire 

Kenya 
Togo 

Congo, Rep. 
Senegal 

Gambia, The 
Burundi 

Cameroon 
Ghana 
Malaw i 

Niger 
Mozambique 

Tanzania 
Burkina Faso 

Zambia 
Madagascar 

Guinea 
Chad 

Uganda 
Nigeria 

     Source: World Bank. 

Figure 3.10: Population of Niger, 1960-2050 
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  Source: United Nations Population Division. 
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percent of households are connected to the electricity network. Also, the non-electrification of 
rural areas has a high social cost in terms of life expectancy, health, productivity and quality of 
life. According to the Water and Electricity Survey conducted in 2005 (see Table 3.11), oil is still 
the main source of lighting used by households at the national level (54.9 percent). The cost of 
electricity is relatively high for poor households, particularly in rural areas. Furthermore, in rural 
areas the lack of electricity limits the development of high quality health and education services. 
 

Table 3.11:  Distribution of Households by Mode of Lighting 

Mode of lighting (%) 

Areas 
Electricity Generator Gas Oil Candle Other 

Total 

Dosso 29.6 3.9 0.0 66.1 0.4 0.0 100.0 
Maradi 29.9 0.0 0.2 68.1 0.0 1.8 100.0 
Tillabery 38.3 0.5 0.0 60.7 0.0 0.5 100.0 
Niamey I 59.1 0.4 0.0 39.6 0.2 0.7 100.0 
Niamey II 54.4 0.5 0.0 44.6 0.2 0.2 100.0 
Niamey III 43.2 0.0 0.0 56.1 0.7 0.0 100.0 
Total 43.4 0.8 0.1 54.9 0.2 0.7 100.0 

       Source: Water and Electricity Survey 2005 
 
 

 
3.47. Similarly, the lack of water and sanitation infrastructure – only 54 percent of the 
population had access to safe drinking water in 1990 and only 51 percent in 2000 – provides a 
breeding ground for water-borne diseases such as diarrhea -- one of the main causes of child 
mortality. Moreover, the lack of irrigation infrastructure prevents the development of intensive 
agriculture and limits production and productivity. This partly explains the low income level of 
the rural inhabitants.  
 
3.48. Last, the low levels of household income limit public resources and the 
Government’s investment capacities. That is, the Government lacks the resources to finance 
investment needed to sustain growth and reduce poverty.  
 
B.  The Legacy of Governance Failure in the 1990s 

3.49. As discussed in Chapter 2, the 1990s was a lost decade for Niger. The political instability 
during that period prevented the authorities from setting up a forward looking policy of 
development. Furthermore, the political instability was a source of economic disruption, which 
translated into a deterioration of living standards of the population. Political instability resulted in 
policy makers having a “myopic behavior” focused on solving emergency situations rather than 
adopting a forward-looking approach to development challenges facing Niger. This prevented the 
establishment of a long term investment program and the mobilization of resources required to 
finance growth-enhancing and poverty-reducing investment projects. In fact, the Government did 
not (could not) prepare an MDG strategy or make a firm commitment to achieving the goals.  
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3.50. Low amounts of resources were devoted to basic social services such as education 
and health.75 During the 1990s, current expenditure in education in constant terms decreased by 
more than 20 percent, from CFAF 49.5 billions in 1990 to 36.8 CFAF billions in 1999 (see Table 
3.12). Education resources are shared between three main components: Basic Education and 
Literacy program, Secondary education and Tertiary education. Expenditure in Tertiary education 
experienced the most dramatic decline as they were cut by almost 50 percent whereas expenditure 
in basic education dropped by 16 percent. Meanwhile, during the same period the schooling-age 
population increased by about 40 percent. The expenditure per school-age child decreased 
dramatically by about 50 percent for total expenditure and by 75 percent for expenditure in 
tertiary education. The share of public expenditure devoted to education also fell from about 16 
percent in 1990 to 10 percent in 2002. This reduction in resources resulted in a deterioration of 
the quality of services, including lack of educational materials, double flow classrooms, and the 
recruitment of first generation of volunteers without the necessary qualifications.  

 

C.  Areas of Specific Policy Neglect 

3.51. Because of lack of resources and limited capacity, some MDG were (are) not a priority 
for policymakers in Niger. These include: environment, reproductive health and women’s 
empowerment. 
 

• Relating to women’s empowerment: some laws exist to guarantee women’s access 
to political and economic activities. However, their implementation is often pitted 
against traditional and cultural customs. Although a national policy for the promotion 
of women has been implemented since 1996, with only 0.02 percent of the national 
budget, the capacity of the Ministry of Social Development, Promotion of Women 
and Child Protection -- in charge of implementing this policy -- is extremely limited. 

 
• Relating to the reproductive health: until 2005 reproductive health was absent 

from the Health Development Program. Reproductive health, and in particular family 
planning, was not considered a priority. Reproductive health currently appears in the 
Health Development Program, and the improvement of maternal health is its main 
objective. However, family planning is very weak, reflecting the fact that policy of 
planning or reducing the number of births does not seem to be in accordance with 
traditional beliefs.  

                                                 
75 The lack of data concerning health public expenditure in the early 1990s prevent from an analysis of its evolution 
during the decade. 

Table 3.12: Current Education Public Expenditure in Niger 
(billions of constant CFAF), 1990-2002 

 1990 1996 1997 1998 1999 
Total 
Early Childhood + Base 1 + Literacy 
Program 
Secondary (general) 
Tertiary 

49.5 
28.0 

 
10.8 
9.4 

39.4 
20.9 

 
10.8 
6.9 

36.4 
18.7 

 
9.7 
6.4 

40.8 
20.1 

 
9.9 
7.5 

36.8 
20.6 

 
9.8 
5.4 

   Source: Niger RESEN (2004). 
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• Environmental protection is also 
not a priority for policymakers in 
Niger, although laws have been 
adopted to protect the environment, 
such as the National Plan of 
Environment to a Sustainable 
Development (1998). This law 
defines six priority programs: fight 
against desertification and 
deforestation; water and sanitation 
program; management of 
biodiversity; energy program; 
climatic change; and urban 
environment and living environment. 
However, implementation of these 
programs has been limited. The 
population seems generally unaware 
of issues related to environment 
degradation and its long term consequences. Table 3.13 shows that the production of 
wood is decreasing and that this gap is filled by recourse to forestry capital and 
increasing use of agricultural residues. Furthermore, the tax system is not favorable 
to the development of renewable energy. The needed equipment (which is imported) 
is heavily taxed, limiting the development of renewable energy.  

 
3.52. Resource constraints imply policy trade-offs. Resource-scarce Niger has to make 
policy choices. In fact, some MDG areas are neglected because of lack of financial resources. The 
country has to address short term needs such as the food insecurity. As a result, long term issues 
such as the protection of environment are overlooked. 
  
D.  Progress without 
Catching-Up 

3.53. Since the early 
2000 important progress 
has been made. A PRSP 
and action plans in 
priority sectors such as 
education and health 
have been prepared. The 
Education Development 
Decennial Program 
(EDDP) has been 
defined for the 2003-
2013 period and for the 
health sector, the health 
development plan aims at addressing essential issues such as the child and reproductive health. 
Resources allocated to priority sectors have also increased. However, the increase in budgets is 
not sufficient to catch up with the gaps accumulated during the 1990s. Public expenditure in 
education increased from 2.1 percent of GDP in 1999 to 2.3 percent in 2002. But, Niger remains 
one of the countries where resources allocated to education remains relatively low (see Figure 

Table 3.13: Production and Consumption of 
Wood in Niger 

 

Years 
Ratio of Production to 

Consumption 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2005 
2010 

73 
70 
67 
64 
62 
59 
56 
54 
51 
49 
47 
37 
29  

       Source: Wood-Energy in Niger – FAO  
       (December 1999). 

Figure 3.11: Public Expenditure in Education in 2002 (in % of GDP) 
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3.11). For instance, Ethiopia devotes two times as more resources to education than Niger. 
This may also explain the doubling of the primary completion rate in Ethiopia from 15 percent in 
1990 to 37 percent in 2002, whereas the ratio for Niger increased only from 18 percent to 21 
percent over the same period.  
 
3.54. Expenditure 
allocated to the health sector 
also increased. However, it is 
not sufficient compared to 
the needs as reflected by the 
demographic growth. The 
share of health expenditure 
in total general government 
expenditure in Niger is about 
the average for the sub-
region: 10 percent in 2002 
(see Figures 3.12 and 3.13), 
slightly increasing from 9.2 
percent in 1998. However, 
using the indicator per capita 
government expenditure in 
health shows that Niger is one of the two countries which have the lowest per capita expenditure: 
US$14 in 2002. Furthermore, the increase in expenditure between 1998 and 2002 was mainly 
financed by external resources: in 2002, 37.7 percent of health expenditure was financed by 
foreign resources compared to 17.4 percent in 1998. This means that Niger’s public expenditure 
in health depends on external resources by more than one-third.  
 
3.55. All in all, progress made is not sufficient to enable Niger to catch up in order to put it on 
track towards the MDGs by 2015. 

 

3.  Challenges Ahead 

3.56. As noted, Niger is 
currently off track in 
achieving the MDGs. 
Getting back on track will 
require a forward-looking 
and comprehensive public 
investment program in 
priority sectors. The 
government has already 
begun implementing a Policy 
Action Program targeting the 
achievement of the MDGs. 
However, given Niger’s 
current financial resources it is unlikely that domestic resources could finance the required 
investment program to put the country on track. 
 

 
Figure 3.12: General Government Expenditure on Health as % of 

Total General Government Expenditure, 2002 
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  Source: World Health Organization. 

 
Figure 3.13: Per Capita Government Expenditure on Health 

in US$, 2002 
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A.  Putting Niger on Track Requires Building a Public Investment Program 

3.57. Massive investments in core infrastructure are needed. Because of its potential 
spillover and dynamic effects extending the infrastructure network is a “sine qua non” to 
achieving the MDGs. The following provide a rough estimate of the infrastructure needs. For the 
road network, the minimum needs are CFAF 242 billion over the period 2005-2015, including the 
maintenance expenditure totaling an annual average of CFAF 22 billion. In regards to the water 
sector, the annual need averages US$33 million between 2000 and 2015. In energy sector, the 
electrification of the country represents an annual of nearly CFAF 5 billion over the period 2005-
2015. Lastly, for telecommunication sector, between 2005 and 2015 an estimated CFAF 3.33 
billion is required. 
 

Table 3.14: Projection of Total Health Expenditure to Achieve the Health Goals* 
Historic Baseline Scenario  

1990 2000 2005 2007 2015 
Targets: 
1. Reduce the under-5 mortality by 2/3 
2. Have halted by 2015 and begun to reverse the spread of 

HIV/AIDS 
3. Have halted by 2015 and begun to reverse the spread of 

malaria and other diseases 
4. Reduce the maternal mortality by 3/4 
5. Halve by 2015 the proportion of people who suffer from 

hunger 
6. Provide access to affordable essential drugs 
7. Insure access of the Poor to essential cares 
8. Reinforce right governance of the sector 

 
326 

2.4% 
 

1.1 
 

1200 
36% 

 
61% 
32% 
n.a. 

 
280 

1.4% 
 

2.1 
 

700 
29% 

 
78% 
48% 
n.a. 

 
118 

0.87% 
 

1.5 
 

600 
26% 

 
83% 
60% 
n.a. 

 
117 

0.65% 
 

1 
 

500 
26% 

 
87% 
65% 
n.a. 

 
93.3 

0.43% 
 

0.73% 
 

300 
21.6% 

 
94% 
87% 
n.a. 

Cost Estimations (millions of constant CFA): 
1. Basic health cares 
2. Combat against Malaria and other diseases 
3. Combat against STD/HIV 
4. Improvement of care quality 
5. Reinforcement of routine PEV 
6. Development of the PCIME 
7. Development of low risk maternity and Family planning 
8. Reduction of malnutrition and combat against deficiencies 
9. Availability of essential drugs, improvement of traditional 

drugs and medical equipment 
10. Sanitary coverage extension 
11. Development of maintenance of sanitary infrastructures and 

medical equipment 
12. Reinforcement of institutional capacities 
13. Development of human resources 
14. Health research 
15. Follow-up-evaluation 

 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 
n.a. 

 
n.a. 

 
n.a. 

 
n.a. 
n.a. 

 
n.a. 
n.a. 
n.a. 
n.a. 

 
1347 
3963 
4307 
4051 
1871 
385 
1871 

 
158 

 
2210 

 
2621 
599 

 
599 
1122 
674 
481 

 
1367 
4022 
4371 
4111 
1899 
391 
1899 

 
161 

 
2243 

 
2660 
608 

 
608 
1139 
684 
488 

 
1707 
5021 
5457 
5132 
2370 
488 
2370 

 
200 

 
2800 

 
3321 
759 

 
759 
1422 
854 
609 

 
8828 

25963 
28218 
26538 
12257 
2525 

12257 
 

1037 
 

14477 
 

17170 
3925 

 
3925 
7354 
4416 
3149 

TOTAL 
Current 
Capital 

n.a. 
n.a. 
n.a. 

26259 
12581 
13678 

26649 
8317 

18332 

33272 
10384 
22888 

172039 
53695 

118344 
* The table presents the total costs of implementation of the sector-based strategy to achieve the MDGs. It refers 
essentially to public health expenditure. 
Source: Public Health Ministry (MTEF, 2005). 
 
 
3.58. Investments in health sector. The achievement of the health MDGs will require huge 
investments both in health infrastructures, equipment and human resources. According to the 
Medium-Term Expenditure Framework of the Public Health Ministry, six targets were identified 
in the health sector. These include: (i) the reduction of under-5 mortality by two-thirds; (ii) the 
reduction of maternal mortality by three quarters; (iii) the reduction of malnutrition; (iv) halting 
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and reversing the spread of HIV/AIDS, malaria and other diseases; (v) improved access and 
affordability of essential drugs, and (vi) the reinforcement of good governance within the sector. 
To achieve each one by 2015, the annual cost will increase from CFAF 27 billion in 2005 to 
CFAF 172 billion in 2015, with about 70 percent devoted to capital expenditure (see Table 3.14). 
The cumulative cost over the period 2005-2010 will reach CFAF 227 billion. The main budget 
headings are devoted to combat the diseases such as malaria, HIV and other sexually transmitted 
diseases and to improve the quality of health care. 
 

Table 3.15: Projection of Primary Education Indicators in Niger, 2002-2015 

Observed Projections  
2002 2005 2010 2015 

School-age population, 7-12 years (thousand) 
School-age population, annual growth (assumption) 
Entrance-age population, 7 years (thousand) 
Total number of Pupils (thousand) 
First Grade access rate 
Retention rate 
Repetition Rate 

1824 
3.7% 
411 
761 

49.7% 
56% 
10% 

2031 
3.7% 
462 
1102 

60.1% 
66% 

8.85% 

2430 
3.7% 
562 

1927 
81% 
83% 
7% 

2907 
3.7% 
684 

3052 
100% 
100% 

5% 
Number of pupils per teachers 
Number of Teachers 
Recruitments implied 

39.7 
18441 

39.8 
26794 
2970 

39.9 
47014 
5511 

40.0 
74779 
5168 

Number of pupils per classroom 
Number of classroom 
Number of building implied 

43 
17498 

 

43 
25661 
2925 

42 
45842 
5510 

41 
74155 
5358 

Public Current Expenditure implied (millions of CFA) 
Gap expenditure-resources, current (millions of CFA) 
Gap expenditure-resources, capital (millions of CFA) 

22397 
n.a. 
n.a. 

29042 
5508 
15559 

48506 
19385 
28868 

81679 
46772 
27070 

   Source: Ministère de l’Education de Base 1 et de l’Alphabétisation. 

 
 
3.59. Investment in education sector. The achievement of universal primary education will 
require a large investment plan to cope with the growing school-age population (7-12 years). 
According to the Medium-Term Expenditure Framework of the Basic Education and 
Alphabetization Ministry, school-age population will increase by about 60 percent by 2015, from 
1.8 millions in 2002 to 2.9 millions in 2015. By 2015, the entrance-age population – the number 
of seven year old children – will increase by 21,000 per year on average. Table 3.15 presents the 
needs in term of teachers and classrooms in order to achieve the goal of universal primary 
education by 2015 -- given a school-age population growth of 3.7 percent per year, the schooling 
standard of 40 pupils per teacher and 41 per classroom and the decrease in repetition rate from 10 
percent in 2002 to 5 percent in 2015. The increase in the number of pupils will require 
multiplying the number of teachers and classrooms by a factor of 4 between 2002 and 2015. This 
implies that the recruitment of new teachers will continue to increase until 2012 to reach about 
7000 new recruitments per year, before decreasing to 5,168 new recruitments by 2015. In 
addition, this will require the building new classrooms -- estimated at more than 7,000 classrooms 
per year in 2012 and decreasing to 5,358 in 2015. These new buildings would bring the total 
number of classrooms to 74,155. As a result, maintenance expenditure will increase dramatically 
to ensure the quality of the investments. The MTEF estimates that the financing gap in capital 
expenditure will reach CFAF 27 billion in 2015 and nearly CFAF 47 billion for current 
expenditure, a total financing gap of CFAF 74 billion for the primary education sector.  
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Box 3: The President’s Special Program 

 
The President’s Special Program launched in 2001 was fully financed by resources from debt relief made 
available from the Decision Point of the Enhanced HIPC Initiative granted to Niger in December 2000. The 
program aims to annually build 1,000 classrooms, 1,000 health spaces, 100 mini-barrages, 100 pastoral 
wells and other basic infrastructure in rural areas. This program was also included in the Poverty Reduction 
Strategy adopted in January 2002.  

During the first stage (2001-2002) of implementation, the program enabled the realization of 550 
community health spaces equipped and supervised by nurses, 1003 classrooms with teachers, 46 mini-
barrages, 42 sewage farms, 126 pastorals wells, 119 village wells, 32 drillings. These represent an 
investment of 18 billion CFA over the period. 

Audits of the special program by the Ministry of Finance as well as independent evaluation have 
highlighted both the strengths and shortcomings of the program. The Program has facilitated the settlement 
process of villages forced to move to the capital because of lack of water and other basic social services. It 
has also permitted the implementation of several micro-productions and the improvement of school and 
health access. However, the program has not allowed for the integration of recurrent costs into the budget. 
Furthermore, the expenditure burden-sharing by local communities, especially in infrastructure is 
insufficient and the quality of some infrastructures seems low. 

Source: Prime Ministry Cabinet and Ministry of Finance of Niger. 
 
 
 
B.  Government Policy Measures Implemented for Catching-Up 

3.60. Niger’s government has been implementing programs led by each ministry with a view to 
put the country on track to achieve  the MDGs. As noted, debt relief has allowed the country to 
define a program – the President’s Special Program – to allocate HIPC funds to priority sectors. 
 
3.61. In the education sector, the government is currently implementing the Education 
Development Decennial Program (EDDP) for the 2003-2013 period. This is consistent with the 
Poverty Reduction Strategy and the achievement of the education MDGs. It’s estimated cost is 
US$300 million. The EDDP includes three targets: access, quality and institutional development. 
The analysis of the results for the school year 2004-2005 -- which is the second year of the 
implementation of the EDDP -- points to the following achievements and challenges (AFD, 
2005): 

i) Concerning the “schooling quality” target. The goals defined in 2004 have been globally 
met: the curricula renovation and the experimentation of alternative rural schools have 
advanced as required. The MEBA acquired and delivered 2,500,000 school handbooks. The 
survey on pupil knowledge enabled Niger to define a better learning action plan. Teacher 
training has also been improved (in particular for the 5,000 contractual teachers who had not  
attended any training courses). 
 
ii) Concerning the “access to school” target. To achieve the universal primary education 
goal, it is estimated that Niger must recruit 3,000 new teachers and construct 3,000 new 
classrooms every year. In 2004, while the recruitment of contractual teachers (after one year 
of training) met its target, the school construction program has been off track. The target was 
to construct 2,917 classrooms in 2004. However, only 1,500 were financed, and only 710 
were built. Furthermore, the promotion of schooling for girls has not improved significantly. 
An action plan has been implemented but it also has to be improved. 



60 

 

iii) Concerning the “institutional development” target, the management of payment for 
contractual teachers has improved. Some effort has also been made to improve to quality of 
statistic follow-up to enable a better action plan. The restructuring of school management 
committees and discussion regarding the implementation of bilingual learning 
(French/Arabic) has also advanced. However, the deterioration of schooling conditions in the 
secondary cycle because of increasing number of pupils from the primary cycle is worrisome: 
schools’ in the vocational training centers are insufficiently developed. However, 
international partners and domestic actors have committed to improving the direction, 
transparency and stringency of EDDP management. 

3.62. In the health sector the government has implemented the Health Development Plan for 
the period 2005-2009. As the program is just being implemented, it seems premature to draw 
conclusions. Concerning the previous health policy measures, one could note that despite 
progress made – in particular in child health – the health sector still suffers from staff 
misallocation. That is, they are overly concentrated in urban centers because of the lack of 
incentive to move to rural areas. Reproductive health has also been neglected. The Health 
Development Plan takes into account these insufficiencies particularly for reproductive health. 
There is a growing awareness of the threat demographic explosion represents for health 
conditions in Niger. A pilot project has been implemented in the Kolo area to provide knowledge 
of contraception techniques with the cooperation of Tunisian doctors.  
 
3.63. In the sanitation and drinking water sector, a travel warrant issued for the period 
September 2005 to December 2007 is still in effect. As the government had no program, the 
international assistance is being provided by project and not at a program level. Achievements in 
this area are still limited (drillings and wells). However, the creation of SEEN and SPEN 
companies -- who are in charge of water distribution and network maintenance have increased the 
number of connected households in the urban area.  
 
3.64. Constraints and insufficiency of these measures. The main constraint of these sector-
based programs is the lack of resources. In most of the sectors, programs are quite ambitious in its 
aim to achieving the MDGs. But the sector-based budgets (most of the time) are insufficient to 
enable the completion of programs. Resorting to foreign financing is thus inevitable. Some 
sectors -- such a health and education -- already receive a large amount of financial support. 
However, this current support will be insufficient and many programs are still unfunded. 
 
3.65. Apart from the lack of financial resources, the government action plan also suffers from a 
lack of coordination between the different ministries and lack of efficiency in implementation. 
One of the root causes of these weaknesses is the sharing of responsibilities between many 
ministries. This increases the operating budgets at the national level and prevents effective 
coordination. Furthermore, the President’s Special Program is not well integrated into sector-
based policies -- though efforts are currently made to improve the integration of this program into 
sectoral strategies.  
 
C.  Financing Programs to Put Niger on Track 

3.66. Financing is required to put Niger on track. As noted above, achieving the MDGs in 
Niger will require large financial outlays that is beyond the ability of the country to provide 
alone. Additional foreign financing is required. However, donor funds should be provided in the 
context of a multi-year effort and within the framework of a well-designed and comprehensive 
public investment program. 
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Table 3.16: Projection of the Financing Gap by 2015 in Primary Education  
(millions of CFA) 

Observations Projections  
2003 2005 2010 2015 

Assumptions: 
GDP  
Tax Rate (%) 
Education Budget (% of Total Budget) 
Primary Budget (% of Education Budget) 

 
1 549 176 

9.9% 
26% 
54% 

 
1 675 588 

10.6% 
25% 
53% 

 
2 038 610 

12.3% 
22.5% 
52% 

 
2 480 280 

14% 
19.5% 
50% 

National Resources for Primary Education 21 402 23 534 29 121 34 908 
Primary Education Current Expenditure  
Primary Education Capital Expenditure 

24 424 
31 198 

29 042 
15 559 

48 506 
28 868 

81679 
27 070 

Financing Gap, Current Expenditure  
Financing Gap, Capital Expenditure  
Financing Gap, Total  

n.a. 
n.a. 
n.a. 

5 508 
15 559 
21 068 

19 385 
28 868 
48 253 

46 772 
27 070 
73 842 

                  Source: Basic Education 1 and Alphabetization Ministry (MTEF). 
 
 
3.67. In the education sector, the financial resources required to achieve the goal of universal 
primary education is very large -- compared to what  Niger’s currently devotes to education. The 
MEBA estimates that total financing gap will increase from CFAF 21 billion in 2005 to CFAF 74 
billion in 201576—albeit, these estimates do not take into account maintenance and restoration 
costs, estimated at about CFAF 2.6 billion for the current four year program of restoration (see 
Table 3.16). 
 
3.68. In the health sector, financial resources required to achieve the health MDGs are also 
very large. According to the health MTEF, the implementation of this sector-base strategy will 
cost about CFAF 227 billion over the period 2005-2010 (see Table 3.17).  

Table 3.17: Projection of the Financing Gap by 2015 in Health Sector (millions of CFA) 
In millions of CFA 2005 2007 2015 
Assumptions: 
Health budget  

 
n.a. 

 
n.a. 

 
n.a. 

National Resources available for Health n.a. n.a. n.a. 
Resources required by MDG achievement 26,649 33,272 172,039 
Financing Gap n.a. n.a. n.a. 

           Source: Authors (starting from MTEF of PHM, 2005).
 
3.69. Gap between voted and allocated budgets: The Government has to improve its 
performance. The execution rate of resources allocated to sectors is generally lower, if not 
erratic, than the figures projected. It is also difficult to implement sector development strategies 
over a long period without secured public financing. Improving the implementation of sectoral 
strategies will require that the government allocate the resources needed and that the line 
ministries implement the adopted strategies. The low rate of the execution of expenditure also 
implies a discrepancy in public expenditure compared with public choices made by the 
government and approved by the National Assembly. Indeed, some expenditures such as wage, 
salary and debt service are protected compared to other expenditure lines. The executive rates of 
current expenditures in key line ministries are low. For instance, the PEMFAR shows that over 
the period 2000-02, the execution rates of the maintenance expenditure in health and education 
sectors was only 75 percent and 79 percent, respectively. One of the determinants of these low 
rates of execution is the delay in disbursement of funds during the first quarter of the fiscal year. 
                                                 
76 These estimates are based on assumptions such as the growth of entrance-age population by 3.7 percent, a GDP 
growth of 4 percent, a progressive increase in the tax rate from about 10 percent in 2003 to 14 percent in 2015, a 
proportion between 26 percent to 20 percent of national budget devoted to education of which about half is devoted to 
primary education. 
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Table 3.18 presents execution rates in key priority sectors. Suffice it to note, these rates are quite 
low.  
 

Table 3.18: Execution Rate of Sector-Based Budgets 

 2000 2001 2002 
Basic Education 1 and Alphabetization 
Public Health 
Transport and Civil Work 
Road Maintenance 
Rural Sector  
Water and Environment 
Public Services and Defense 

95% 
79% 
35% 
2.8% 
46% 
66% 
73% 

106% 
89% 
25% 

77.1% 
93% 
78% 
108% 

97% 
90% 
57% 

51.2% 
63% 
107% 
105% 

             Source: PEMFAR (2004). 
 

 
3.70. Efficiency of public 
expenditure. In addition to 
improving budget execution rates, 
Niger must also improve the 
efficiency of public expenditure. 
Indeed, increase in public 
expenditure does not always 
translate into improvement in the 
sector performance. Furthermore, 
some skilled workers prefer to be 
employed in administrative 
positions in urban areas. In the 
education sector, administrative 
costs represent 23 percent of 
expenditure in primary education 
and about 50 percent in secondary 
education. In 2001, only 16 
percent of allocations for school 
supplies were actually spent, leading to serious implications for children coming from poor 
households who cannot afford to buy books and other supplies. The structure of expenditure in 
primary education is still biased in favor of urban areas: spending per school-age child is 2.5 
times higher in Niamey than in Tillabery or Tahoua; and there is an unequal geographical 
distribution of schools and infrastructure. Figure 3.14 presents the efficiency of current 
expenditure in the education sector in terms of schooling life expectancy. It shows that while 
Niger ranks seventh in terms of resources allocated to education in percent of GDP, it has the 
lowest coverage in a sample of 16 African IDA countries.  
 
3.71. In the health sector, the allocation of health expenditure does not take into account 
factors such as health conditions, population density or incidence of poverty. Consequently, 
health expenditure per capita is much higher in urban centers -- which also have better access. 
The human resources are also concentrated in the urban areas because of the lack of incentives to 
attract staff to rural areas, because of inadequate infrastructure such as roads. Furthermore, 
resource management is highly centralized: over the period 2000-2002, about 82 percent of 
recurrent expenditure, including supply expenditure for local health structures, was centralized. 

Figure 3.14: Education Coverage per GDP Percentage Point 
(Ratio of Schooling Life Expectancy to Current Public 

Expenditure) 

0 0,5 1 1,5 2 2,5 3

Niger
Burkina 

Zimbabw e
Senegal

Côte d'Ivoire
Ghana

Mozambic
Togo

Guinea
Benin
Chad

Cameroon
Uganda

Tanzania
Congo

Zambia

Coverage per percentage point of GDP

 
              Source: Resen (2004). 
 



63 

 

 

CHAPTER 4:  CONSTRAINTS TO STRONG AND SUSTAINABLE 
GROWTH AND POVERTY TRAPS 

 
4.1. A vast body of literature has been devoted to understanding the constraints to growth in 
Sub-Saharan Africa. Easterly and Levine (1995) find that problems associated with Sub-Saharan 
Africa’s growth include low school attainment, political instability, poorly developed financial 
systems, and inadequate infrastructure. Artadi and Sala-i-Martin (2003) stress that the “African 
economic tragedy of the 20th Century” is explained by  factors such as expensive investment 
goods, low levels of education, poor health, adverse geography, closed economies, excessive 
public expenditure, and military conflicts. Collier and Gunning (1999) find that the root causes of 
African’s chronic economic failure lies in the combination of policy and exogenous “destiny” and 
domestic and external factors. They emphasize the role that geographic and demographic factors 
have played in blocking growth performance in the Sub-Saharan African region.  
 
4.2. The growth literature also stresses that the combination of low savings, low investment 
rates, high fertility and population rates, and geographic and demographic constraints keep many 
African countries in “poverty traps”. In fact, as Nurske (1953) puts it, there is a “circular 
relationship” between low income levels and poverty.77 The causality between poverty and 
growth is bi-directional. While growth may be necessary to reduce poverty, high poverty can also 
be an impediment to growth – either directly because the demand is limited, or indirectly, because 
low incomes means low tax revenues for governments, which hampers their ability to invest and 
accumulate productive assets. Appendix 2 provides an overview of models of poverty and low-
growth traps. It discusses the empirical evidence (or lack thereof) on the relevance of these traps. 
It also examines the implications of theory and evidence for the design of reform programs in a 
typical low-income country such as Niger, with a particular focus on the role of public 
infrastructure, foreign aid, and governance. Box 3 summarizes the main features of models of 
poverty and low-growth traps.  
 
4.3. The literature on growth and poverty traps offers a framework and identifies a series of 
constraints to growth from which the root causes of Niger’s slow growth can be analyzed. 
Chapter 2 highlighted some of the macroeconomic factors which have limited growth over the 
past three decades. Beyond the macroeconomic constraints, Niger’s poor growth record is related 
to converging dynamics putting the country on a path of slow long term growth.  
 
4.4. The main findings of this chapter are as follows: First, poorly endowed with natural 
resources, Niger does not enjoy the advantages some African countries, in particular oil exporting 
states experienced in promoting growth during the 1970s. Low initial levels of human 
development and physical capital stock (in areas such as education, health, road density and 
energy supply) lead to low marginal productivity of capital, limiting the economy’s the capacity 
to create self-reinforcing growth. Severe geographical burdens, such as the large desert 
environment and relative isolation from international markets have compounded growth. Second, 
infrastructural weaknesses have also limited growth potential. Third, a fast growing population 
puts pressure on scarce resources and reinforces vulnerabilities like the poverty trap. Fourth, 
weak policies, institutional weaknesses, and governance problems have prevented capital 
accumulation and growth. Fifth, self-reinforcing dynamics impede long-term growth and keeps 
Niger in a poverty trap.  

                                                 
77 Ragnar Nurske, Problems of Capital Formation in Underdeveloped Countries, Oxford University Press. (New York: 
1953, pp. 4-5).  
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4.5. The country has growth potential but is constrained by an environment that limits its 
capacity to mobilize that potential to “kick start” and “sustain” growth. It is imperative for Niger 
to mobilize its growth potential as it is critical to promote development and for the people to 
escape poverty. Of course, this requires a commitment to effective policies and a sound 
institutional framework.  
 
1.  Unique Domestic Circumstances 

A.  Poor Initial Conditions   

4.6. As documented in the previous chapter, over the past 40 years, Niger has failed to sustain 
high economic growth rates. The short lived spurts of growth were typically associated with 
positive shocks such as good rainfall and the uranium boom. Despite the respectable but moderate 
growth levels of the early 2000s, long term growth has been elusive and per capita income today 
is at a level reached in 1992. Per capita income is failing to catch up with SSA, let alone the 
group of the top ten fast growing economies. Poor initial conditions are a key factor behind 
the slow growth record.  
 
4.7. Geographical constraints. the location and climatic characteristics of Niger hampers 
its growth potential. Studies show that location and climate may lead to a geography-related 
(spatial) poverty trap through its effects on transportation costs, susceptibility to particular 
diseases, and agricultural productivity.78 A vast landlocked Sahelien country constituting three-
fourths desert, Niger lacks vital infrastructure to support economic activities. Internal distances 
and proximity to core markets are enormous and transport infrastructure, power and 
telecommunications networks are poorly developed and maintained. Growth regressions find that 
being landlocked reduces a nation’s annual growth rate by around half of one percent. Because of 
its natural obstacles, Niger experiences intrinsically higher transport costs for its exports and has 
difficulty attracting foreign direct investment. Difficult geography and weak infrastructure make 
it a challenge for Niger to sustain productive activity, especially within various sectors. 
Agricultural productivity is low. In this context, Niger cannot position itself as an important trade 
partner within the region and benefit from regional trade. Location tends to prevent the country 
from capitalizing on the available physical and human capital stocks of neighboring countries, in 
particular Nigeria. Informal trade with neighboring Nigeria dominates its regional relations. 
Subsistence behavior and considerations tend to dominate these informal trade flows leading to a 
“spatial” poverty trap.  
 
4.8. Niger is also highly vulnerable to unfavorable weather conditions. Frequent droughts 
have resulted in a high degree of output and income volatility. Figure 4.1 presents the incidence 
of drought and fluctuations in the growth rate of real agricultural GDP and real GDP at market 
prices. The sharpest drops in the growth rates correspond to the episodes of drought. By eroding 
household capital below a critical level, droughts have permanent negative consequences, such as 
pushing a large part of the population into a poverty trap, from which it may be unable to emerge 
without assistance underwritten by bold policy actions.  
 

                                                 
78 For a more detailed discussion, see J. L. Gallup, Jeffrey D. Sachs, and A.D. Mellinger, “Geography and Economic 
Development,’’ International Regional Science Review, Vol. 22 (August 1999), 179-232.  
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4.9. Nevertheless, 
Niger has the potential to 
overcome its geographical 
constraints. As Henderson 
aptly notes “Geography is 
not destiny”.79 Investment 
in infrastructure (especially 
in road network expansion 
and better maintenance of 
the existing networks), 
better telecommunication 
networks and access to 
electricity would help 
reduce the production costs 
of businesses and improve 
their competitiveness 
within the region. Well 
targeted irrigation schemes would reduce the vulnerability of agriculture to changing weather 
conditions and reduce volatility of farm income.      
 

4.10. Low level of public capital. The combination of low levels of public capital and poor 
service delivery (through poor transportation infrastructure, power and telecommunications 
networks) severely constrains growth in Niger. Easterly and Levine (1997) estimated that the 
poor state of Africa’s telecommunications reduces African growth rates by 1 percentage point on 
average per year. Low human capital including a high illiteracy rate, very low level of educated 
labor and low-labor productivity converge with physical constraints to create significant barriers 
to growth. The literature on growth accounting shows that the initial human capital endowment 
plays a crucial role in determining the future level of total factor productivity for a given country. 
It also emphasizes that the more favorable the initial conditions, the higher the TFP growth 
performance. Therefore, the low level of human capital in Niger has limited factor productivity, 
constraining the ability of the economy to create self-sustaining growth. Growth accounting 
carried out for Niger shows that negative TFP growth could partly explain its weak growth 
performance over 1970-2000 (see Chapter 2).  
 

4.11. Another constraint to sustained growth in Niger is the highly uneven nature of inter-
sectoral linkages. However, SAM-based simulations show that increasing public investment 
would increase agriculture productivity and generate widespread multiplier effects throughout the 
whole economy.   
 
 

                                                 
79 J.V. Henderson, “Overcoming the Adverse Effects of Geography: Infrastructure, Health, and Agricultural Policies.’’ 
International Regional Science Review, Vol. 22 (August 1999), 233-37.  

Figure 4.1: Niger- Growth in Agriculture and 
Incidence of Drought, 1965-2004 
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  Source: African Development Indicators, 2005. 
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Box 4: Why Infrastructure is so Critical for Growth and Human Development80 

 
Much of the current international debate on ways to spur growth, reduce poverty, and improve the quality 
of human life in Sub-Saharan Africa has centered on the need to promote a large increases in public 
investment, particularly in infrastructure.  
A “conventional” argument to support this view is that infrastructure services may have a strong growth-
promoting effect through their impact on the productivity of private inputs, production costs, and the rate of 
return on capital—particularly when the, stocks of these assets are low, as is the case in many low-income 
countries. Other arguments that are typically emphasized include a complementarity effect on private 
investment, and a possible adverse (and offsetting) crowding-out effect on private capital formation 
through the financial system (if the increase in spending is financed by domestic borrowing) or as a result 
of higher taxes. 
In addition to these “conventional” effects, recent analytical and empirical research has highlighted the fact 
that infrastructure may spur growth through a variety of other channels. These externalities may well make 
public investment in infrastructure a cornerstone of any strategy designed to make progress toward 
achieving the Millennium Development Goals. 
First, and independently of its direct impact on the marginal product of factor inputs in the production 
process, public infrastructure may have an indirect, additional effect on labor productivity. With better 
access to roads and other means of public transportation (such as railways), workers can get to their job 
more easily, therefore spending less time commuting from home or moving across different work locations. 
Second, public capital may reduce the incidence of adjustment costs associated with increases in private 
capital formation, for instance by facilitating the reallocation of capital from one sector to another (from, 
say, the nontradable to the tradable sector), in response to changes in relative prices. An expansion in the 
road network may not only reduce congestion on highways and facilitate the shipment of goods across 
regions (thereby reducing unit production costs) but also reduce expenses associated with the construction 
of a new factory or the transportation of heavy equipment for installation to a new production site. The 
impact on the cost of investment (and thus on private capital formation and growth) can be fairly 
substantial. 
Third, public infrastructure may have a positive effect on growth by improving the durability of private 
capital. Good infrastructure (such as a reliable power grid or well-maintained roads), by reducing the need 
for the private sector to spend on maintenance of its own stock of physical capital (for instance, the trucks 
that are used to move workers and goods across the country), may raise the rate of return on capital, and 
stimulate investment and growth. 
Fourth, a significant body of microeconomic evidence suggests that infrastructure (electricity, roads, and 
sanitation) may have a significant impact on health and education outcomes. Access to clean energy for 
cooking and better transport (particularly in rural areas) may contribute significantly to better health. 
According to World Bank estimates, more than half of the population in the developing world still relies on 
traditional biomass fuels (such as wood and charcoal) for cooking and heating. These represent serious 
health hazards; improved and more efficient stoves would reduce indoor air pollution and harmful health 
effects. According to the latest World Bank World Development Report, the dramatic drop in the maternal 
mortality ratio observed in recent years in Malaysia and Sri Lanka (from 2,136 in 1930 to 24 in 1996 in Sri 
Lanka, and from 1,085 in 1933 to 19 in 1997 in Malaysia) was not only due to a sharp increase in medical 
workers in rural and disadvantaged communities, but also to improved communication and transportation 
services—which helped to reduce geographic barriers. Transportation (in Malaysia) and transportation 
subsidies (in Sri Lanka) were provided for emergency visits to health care centers. Conversely, recent data 
produced by national Demographic and Health Surveys in Sub-Saharan Africa show that a majority of 
women in rural areas rank distance and inadequate transportation as a major obstacle to accessing health 
care. At a more formal level, McCarthy, Wolf, and Wu (1999) found that access to clean water and 
sanitation has a significant effect on the incidence of malaria. 
It has also been found that infrastructure may have a significant effect on education outcomes. Electricity 
allows for more studying time and access to technology. Studies have shown that the quality of education 

                                                 
80This box draws largely on Agénor, Pierre-Richard, and Blanca Moreno-Dodson, “Public Infrastructure and Growth: 
New Channels and Policy Implications,” unpublished, World Bank (March 2006).  
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tends  
Box 4 continues … 
improves with better transportation networks in rural areas, whereas attendance rates for girls tend to 
increase with access to sanitation in schools. In the Philippines, for instance, after rural roads were built, 
school enrollment went up by 10 percent and drop-out rates fell by 55 percent. A similar project in 
Morocco raised girls' enrollments from 28 percent to 68 percent. 
Finally, the impact of infrastructure on health and education outcomes can be magnified through 
interactions between health and education themselves.  Empirical studies have found evidence of a strong 
impact of health on both the quantity and quality of human capital—and thus indirectly on growth. In most 
developing countries, the sanitary and hygienic conditions in schools are often appalling, characterized by 
the absence of proper functioning water supply, sanitation and hand washing facilities. Schools that lack 
access to basic water supply and sanitation services tend to have a higher incidence of childhood illnesses 
among students. In turn, poor health is an important underlying factor for low school enrollment, 
absenteeism (often the result of respiratory infections, as noted by Bundy et al. (2005)), poor classroom 
performance, and early school dropout. Inadequate nutrition, which often takes the form of deficiencies in 
micronutrients, also reduces the ability to effectively learn.  
Conversely, healthier and better-fed children tend to do better in school. In Tanzania, for instance, the use 
of insecticide-treated bed-nets reduced malaria and increased school attendance rates (Bundy et al., op. 
cit.). In Western Kenya, deworming treatment improved primary school participation by 9.3 percent, with 
an estimated 0.14 additional years of education per pupil treated. McCarthy, Wolf, and Wu (op. cit.) found 
that malaria morbidity (viewed as a proxy for the overall incidence of malaria among children) has a 
negative effect on secondary enrollment ratios. Bundy et al. (op. cit.), in their overview of experience on 
the content and consequences of school health programs (which include for instance treatment for intestinal 
worm infections), have emphasized that these programs can raise productivity in adult life not only through 
higher levels of cognitive ability, but also through their effect on school participation and years of 
schooling attained. Along the same lines, Bloom, Canning and Weston (2005) found that children 
vaccinated (against a range of diseases, including measles, polio and tuberculosis) as infants in the 
Philippines performed better in language and IQ scores at the age of ten than unvaccinated children—even 
within similar social groups. Thus, early vaccination may have a sizable effect on education outcomes (by 
enabling the accumulation of knowledge) and economic growth. 
Moreover, several empirical studies have found that higher education levels can improve health.  Both 
micro and macro studies have found that where mothers are better educated infant mortality rates are lower 
and attendance rates in school are higher. Better-educated women tend, on average, to have more health 
knowledge and be more aware of the myriad of health risks that their children face. During the period 
1970-95, improvements in female secondary school enrollment rates are estimated to be responsible for 43 
percent of the total 15.5 percent reduction in the child underweight rate of developing countries. In Sub-
Saharan Africa alone, Summers (1994) estimated that five additional years of education for women could 
reduce infant mortality rates by up to 40 percent. 
In sum, infrastructure matters for many reasons other than its direct effects on the production process—it 
exerts a multitude of other indirect effects, on production, adjustment costs to private investment, the 
durability of private capital, and on health and education. These indirect effects may be sizable and must be 
accounted for in empirical models aimed at quantifying the impact of public infrastructure on growth. 
Agénor and Moreno-Dodson (op. cit.) illustrate the importance of doing so in an endogenous growth 
framework. They show that a reallocation in government spending from health to infrastructure may 
actually end up increasing the supply of health services, instead of reducing it. Thus, a strategy designed to 
spur growth in low-income countries may need to rely heavily on a large increase in public infrastructure, 
financed by generous debt relief and a large increase in aid (given the limited ability of these countries to 
raise domestic resources). This increase in investment must be, of course, well managed, in order to 
generate any of the effects discussed earlier.  
However, as the foregoing discussion suggests, it is also crucial in designing public investment programs to 
adopt an integrated approach that capitalizes on the complementarities between capital in infrastructure, 
health, and education. In Malaysia (as reported in the World Development Report 2006), health programs 
were part of integrated rural development efforts that included investment in clinics, rural roads, and rural 
schools. A similar approach was followed in Sri Lanka; better roads made it easier to get to rural health 
facilities. Taking into account these complementarities is crucial to calculate aid requirements, and 
adequate macro models must be used to do so.  
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B.  Infrastructure Gaps and Slow Growth   

4.12. Differences in the infrastructure capital stock among countries are important indicators of 
differences in economic growth. Several channels through which public investment in 
infrastructure can affect growth are discussed in Agénor (2004a, Chapter 12). Box 4 summarizes 
the main channels through which infrastructure services may have growth-enhancing effects and 
affect human development. It also provides empirical evidence to support the arguments in favor 
of increasing investment in infrastructure. In short, public investment in infrastructure may 
increase private capital formation and the overall rate of accumulation of physical capital. It may 
affect output growth by influencing the rate of productivity growth, independently of its effect on 
factor accumulation. Moreover, public capital stocks in infrastructure are expected to affect the 
quality of education and health in an economy (for example, roads help students easily access 
schools, or electricity increases the quality of education, and so on). The insufficiency of public 
capital in infrastructure may also result in high congestion costs, which are expected to have 
negative effects on productivity, and in turn on economic growth.  
 

Table 4.1: Niger and Selected Countries – Infrastructure Access Indicators and Growth  

Niger

Sub-
saharan 
Africa

Low 
income 
countries

B
enin

B
otsw

ana

B
urkina F

aso

E
thiopia

G
hana

M
ali

M
auritania

M
auritius

M
ozam

bique

R
w

anda

S
enegal

T
anzania

Electricity
Access to electricity network(% of 
population), 2000 8.0 15.0 31.0 22.0 10.0 6.0 12.0 35.0 8.0 50.0 50.0 6.0 5.0 32.0 9.0

Roads
Paved roads (% of total), 1990 29.0 16.0 15.4 20.0 32.0 16.6 15.0 19.6 10.9 11.0 93.0 16.8 9.0 27.2 37.0
Paved roads (% of total), 2003 7.9 12.5 13.3 20.0 35.1 16.0 12.9 17.9 12.1 11.3 100.0 18.7 8.3 29.3 8.6

Water and Sanitation
Access to improved water sources 
(% of population with access), 1990 40.0 48.8 63.7 60.0 93.0 39.0 25.0 54.0 34.0 41.0 100.0 .. 58.0 66.0 38.0
Access to improved water sources 
(% of population with access), 2002 46.0 58.2 75.1 68.0 95.0 51.0 22.0 79.0 48.0 56.0 100.0 42.0 73.0 72.0 73.0

Access to improved sanitation 
facilities, urban (% of total 
population), 1990 7.0 32.2 20.4 11.0 38.0 13.0 4.0 43.0 36.0 28.0 99.0 .. 37.0 35.0 47.0
Access to improved sanitation 
facilities, urban (% of total 
population), 2002 12.0 36.0 35.6 32.0 41.0 12.0 6.0 58.0 45.0 42.0 99.0 27.0 41.0 52.0 46.0

ICT
Telephone density  (fixed line and 
mobile subscribers/1000 people), 
1990 1.1 9.9 6.3 2.9 18.5 1.9 2.5 2.9 1.3 2.9 54.6 3.5 1.5 5.6 2.8
Telephone density  (fixed line and 
mobile subscribers/1000 people), 
2003 7.6 64.1 50.2 38.2 369.5 23.5 7.8 51.2 24.0 134.5 551.7 26.9 17.8 72.4 32.2

Internet users (per 1,000 people), 
1996 0.0 0.7 0.3 0.0 1.5 0.0 0.0 0.1 0.0 0.0 1.9 0.0 0.0 0.1 0.0

Internet users (per 1,000 people), 2004 1.8 19.4 24.3 12.2 33.9 4.1 1.6 17.0 3.8 4.7 145.8 7.1 4.3 42.3 8.9

Personal computers (per 1,000 people), 
1996 0.2 7.3 2.1 0.6 12.1 0.5 0.6 1.4 0.5 5.5 52.9 0.9 .. 8.5 1.5
Personal computers (per 1,000 people), 
2003 0.6 12.8 8.2 3.3 42.3 2.1 2.2 4.5 2.0 12.1 203.7 5.0 .. 19.8 5.4

Growth Indicators (averages, 1994-
2004)
GDP per capita (in constant 2000 US$) 158 504 383 306 2899 231 100 248 208 395 3617 210 225 417 264
GDP per capita growth    (annual %) 0.0 1.0 3.2 1.6 4.3 1.4 2.5 2.1 2.4 1.9 3.7 5.4 0.8 1.8 2.3
Real GDP growth    (annual %) 3.4 3.5 5.2 4.8 5.6 4.4 5.0 4.4 5.4 4.8 4.8 8.0 5.0 4.4 4.8  

Source: Electricity access series from Estache and Goicoechea (2005) " A Research Database on Infrastructure 
Economic Performance," World Bank Working Paper No. 3643. The rest are from World Economic Indicators (2005). 
 
 
4.13. The most striking feature that distinguishes rapidly growing countries from Niger is the 
key role that infrastructure has played in their growth performance over the past decades. 
Available studies suggest that most of the successful Asian countries have significantly 
strengthened their infrastructure to the benefit of operating firms and business activities. 
Transport and energy costs have decreased as a result of huge investments to improve road 
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transport and access to electricity. Improved infrastructure also helped attract foreign direct 
investment (FDI).  

4.14. Table 4.1 presents information about population access to different infrastructure 
indicators: electricity, roads, water and sanitation, and information and communications 
technologies (ICT). The table shows that Niger has accumulated important infrastructure gaps. 
Despite improvement observed in each access rate (except paved roads), between the early 1990s 
and 2003, access to all types of infrastructure indicators in Niger remains below the average 
values for Sub-Saharan Africa and low-income countries. Access to electricity in Niger in 2002 
was 8 percent, which is almost two times lower than that for Sub-Saharan African countries on 
average (Table 4.1). When Niger’s figures are compared with those of successful African 
countries, such as Mauritius, Ethiopia, Ghana, and Senegal, it fares far behind. For instance, 
access to electricity in Niger is six times lower than that of Mauritius. Despite improvement in 
access to water sources, Niger is well behind other countries on average: 46 percent compared to 
58 percent in Sub-Saharan African countries on average in 2002. Similarly, access to improved 
sanitation facilities is only 7 percent in Niger compared to 36 percent in Sub-Saharan African 
countries. The same applies to access to the telecommunications and road networks. At 8 per 
1000 in 2003, telephone density in Niger is far below the average of Sub-Saharan Africa of 64 per 
1000. Niger is poor in terms of other information and communications technologies as well. Only 
1.78 per 1000 people are internet users and only 0.61 per 1000 people have personal computers, 
both of which are much below the average values for Sub-Saharan African countries and low-
income countries. The figures for successful African countries are far higher than that of Niger. 
Only 8 percent of the total roads are paved in Niger compared to 35 percent and 100 percent in 
Botswana and Mauritius, respectively. This leads to higher transportation costs for Niger. 
 
4.15. The low level of capital 
infrastructure in Niger is reflected in its 
lower growth rates and real GDP per 
capita as can be seen in Table 4.1. The 
average growth rate of GDP per capita was 
negative between 1994 and 2004 compared to 
nearly 1 percent for Sub-Saharan African 
countries and 3 percent for low-income 
countries on average. The figures also show 
that Niger’s real GDP growth rate is much 
lower than that of successful African 
countries. This leads to a lower level of GDP 
per capita; Niger is the only one country in 
our sample which exhibits negative growth 
rate of real GDP per capita over the period. It 
is important to note that the differences in the growth rates of income and per capita income 
match with the differences in access to infrastructure indicators. In this regard, two successful 
growth stories in our sample (Botswana and Mauritius) -- the highest growth rates and GDP per 
capita -- also present the highest rates of access to infrastructure indicators.  
 
4.16. Niger’s infrastructure gaps translate into higher business costs and limit its capacity 
to compete in regional and international markets. It increases the costs of moving goods from 
Niger to any one of the regional markets. Moreover infrastructure bottlenecks make Niger less 
attractive to investors both at the regional and international levels. Comparison of domestic costs 
of truck transport within the WAEMU region shows that per ton-km costs are about a third higher 
in Niger than other WAEMU countries (with the exception of Burkina Faso). Niger also pays the 

 
Table 4.2: Niger and Selected Countries – Net 

Foreign Direct Investment (in % of GDP) 

Benin 1.2
Botswana 2.3
Burkina Faso 0.2
Ghana 1.1
Mali 1.0
Mauritania 0.0
Mauritius 0.7
Mozambique 3.0
Niger 0.5
Rwanda 0.6
Senegal 0.7

 
Source: World Development Indicators (2005). 
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highest freight per kg in the region for exports to the United States by air. Over the past twenty 
years, Niger has barely attracted FDI. Table 4.2 shows that FDI to Niger represent about 0.5 
percent of GDP on average between 1975 and 2003 -- this is less than almost 2 percent of levels 
in Botswana. Thus, infrastructure weaknesses constitute a major impediment to Niger’s growth 
potential. Calderon and Serven (2004) find that if Niger had enjoyed South Korea’s infrastructure 
stock and quality, its per capita GDP growth between 1996 and 2000 would have been 0.3 percent 
instead of -1.5 percent, i.e., almost 2 percent higher.81. 
 
C.  Poverty Traps 

4.17. Why and how vicious circles of 
poverty traps occur in Niger? Niger is too 
poor to make the necessary investments 
vital for its economic and social 
developments. It lacks resources to invest in 
infrastructure, social services and public 
administration necessary to improve 
governance. With weak road networks, poor 
transport and electricity systems, poor soil, 
few clinics and hospitals, and a weak school 
system, Niger is prone to chronic hunger, 
disease, and unable to save. Without adequate 
public sector salaries and information 
technologies, public management is 
chronically weak. Niger barely attracts 
private investment flows or retains its skilled 
workers. And the large debt burden (and associated debt service) undermines its ability to finance 
investment in human capital and infrastructure. Under these severe resource constraints, Niger 
faces a crushing array of vicious circles, which keeps the country in a poverty trap. Saving rates 
are low and compare poorly with international levels, in particular, those of LICs and other Sub-
Saharan African countries (see Table 4.3). Figure 4.2 compares the domestic saving rate as a 
share of GDP in Niger to that of Mauritius and Botswana over the period 1990-2004. The saving 
rate in Niger is 20 to 30 percent lower than that of Mauritius and Botswana, respectively. Even 
when compared to less successful and comparable Sahelien countries, Niger fares poorly. At 3.4 
percent of GDP, its savings rate is on average twice to three times lower than that of Burkina (6.7 
percent of GDP) and Mali (9.3 percent of GDP), respectively (Table 4.3). With low domestic 
savings and limited (or no) access to the formal banking system, the people cannot make the 
investments needed to “kick start” growth, increase their income and break out from the poverty 
trap. With low tax revenue, the Government of Niger lacks the budgetary resources for public 
investments and high quality public administration.  With weak basic infrastructure (unreliable 
roads, weak communication and electricity systems), foreign investors and investments stay away 
from Niger. With a weak educational system, Niger cannot afford to invest in science and 
technology. As a result, innovation is non-existent. Sustaining strong growth in such an 
environment becomes – to use Bill Easterly’s evocative phrase, an “elusive quest”. 

                                                 
81 See Calderon and Seven (2004). The Effects of Infrastructure Development on Growth and Income Distribution. The 
World Bank, Policy Research Working Paper No. WPS 3400. The authors use a synthetic indicator of infrastructure 
services and generate counterfactuals of what the growth rates of a large set countries (over 20 African countries 
including Niger), would have been under various scenarios.  

 
Table 4.3: Niger and Selected Countries – Gross 

Domestic Savings (in % of GDP) 

Niger 3.4

Benin 4.9
Botswana 39.4
Burkina Faso 6.7
Ethiopia 4.2
Ghana 7.6
Mali 9.3
Mauritania 2.9
Mauritius 24.4
Mozambique 4.2
Rwanda -3.2
Senegal 9.7
Tanzania 4.1
Uganda 5.1

Low income 18.7
Sub-Saharan Africa 16.8

 
            Source: World Development Indicators (2005). 
 



71 

 

 
 

Figure 4.2: Niger and Selected Countries - Domestic Savings (in percent of GDP, 1990-2004) 
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Figure 4.3: Niger - Poverty rate and Declining Population Growth Rate, 2007-15 
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Dropping population rate by 0.1% each year starting in 2007 up to 2015 (elasticity = -1.0)  
                      Source: Simulation results are based on the macroeconomic model presented in Chapter 6.  
 
4.18. How rapid population growth makes things worse. At low levels of income and 
capital stock, a rapidly rising population acts as a major constraint to economic growth because 
net savings per capita are not sufficient to allow capital accumulation. Impoverished people living 
in rural areas in Niger have the highest fertility rates and the largest families. These people also 
have the least resources available for adequate health services, education, and drinking water. In 
such n environment, poverty becomes self-reinforcing. The high population growth rate in Niger 
is one of the main reasons for low per capita income and high poverty rates. It also causes high 
congestion costs related to public capital in infrastructure, education, and health – often leading to 
lower productivity of factors of production. Based on the macroeconomic model presented in 
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Chapter 6, Figure 4.3 shows how a decline in population growth82 would result in a decline in the 
poverty rate using partial growth elasticity relating the poverty rate to the growth rate of real 
private consumption per capita of -0.5 and -1.0.83 The decreasing population growth rate leads to 
approximately 1.3 percent lower poverty rate in 2015 compared to the baseline value. The drop in 
the poverty rate becomes larger as the growth elasticity increases in absolute terms; the poverty 
rate decreases by 2.3 percent in 2015 compared to the baseline value. It is worth noting that 
reducing the population growth rate gradually produces similar poverty reducing impact as an 
increase of 5 percentage points in aid to GDP ratio (see Table 6.5 in Chapter 6).  
 
4.19. The low-growth equilibrium. The combination of the factors discussed above traps 
Niger in a vicious poverty circle driving the economy into low-growth equilibrium, and 
hindering its ability to promote sustained growth. As argued by Nurske (1953), at low levels 
of per capita income, countries may be caught in a low-growth poverty trap from which it is 
difficult to escape. In fact, the causality between poverty and growth is bi-directional. While 
growth is necessary to reduce poverty, widespread poverty can also act as a constraint to growth.  
 
4.20. Investing in infrastructure and escaping the poverty trap. Overcoming the poverty 
trap in Niger requires raising the economy’s capital stock in infrastructure, human capital, and 
public administration. This requires a “big push” of basic investments in key infrastructure 
(roads, electricity, water and sanitation, accessible land for affordable housing, environmental 
management).  Improved transport infrastructure and services will strengthen economic linkages 
between rural and urban areas, where the markets for farmers’ products and inputs reside. 
Improved road transport will allow farmers to deliver crops quicker to markets. It will also have 
an important positive impact on reducing the time burdens of women and girls who spend much 
of their day walking to obtain water and other essentials for survival. Improving infrastructure for 
water supply, sanitation, transport, and energy services is critical for improving the lives of slum 
dwellers. Investment in improved sanitation will improve the quality of life and reduce the high 
burden of diseases in informal settlements caused by widespread open defecation. Investment in 
human capital (nutrition, disease control, and education), and public administration will also be 
needed to create the much needed synergies between physical capital and human capital. Scaling 
up interventions and coverage will require that infrastructure investments are made in conjunction 
with the expansion of service delivery. Escaping the poverty trap will require that investments are 
made not only for construction, but also for operation and maintenance. However, maximizing 
the growth-enhancing and poverty-reducing impact of public investment in Niger would require 
significant improvements in policies and governance.  

                                                 
82 In the baseline, the population growth is taken constant at 3.3 percent (value given in the base year of 2004), 
throughout the simulation period between 2005-2015. In the policy experiment, we assume that the population growth 
rate drops by 0.1 percent each year starting in 2007 up to 2015.  
83 These elasticities are consistent with the range of evidence on the growth elasticity of poverty for Sub-
Saharan Africa countries.  
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Box 5: Paths to Growth: Infrastructure, Governance, and Poverty Traps84 

 
Starting from Nurske’s early view of the “circular relationship” between low income levels and poverty, 
the literature on poverty and low-growth traps has identified a variety of channels that may explain why 
countries are stuck in various levels of underdevelopment. Such channels include difficult geographical 
conditions, malnutrition and ill health, gender inequality, high fertility rates, weak governance and 
corruption. Threshold externalities associated with human capital and public infrastructure have also been 
emphasized. While there is some debate on the “fundamental” nature of these causes, and relatively weak 
evidence on any particular mechanism, a growing consensus has emerged on the important role of 
infrastructure as a key constraint. 
As discussed in Box 4, we now understand much better the various channels through which infrastructure 
(or lack thereof) affects growth. For instance, public capital in infrastructure not only has a positive effect 
on the marginal productivity of private inputs, but also a complementarity effect on private investment. But 
this effect may be subject to a threshold—the productivity effect of public capital on the private rate of 
return must be sufficiently high to stimulate private capital formation. If this effect is too low (perhaps 
because of indivisibilities as some types of investment in infrastructure are lumpy in nature), the economy 
may be stuck in a low-growth, high poverty trap, in which small increases in public capital outlays in 
infrastructure bring few benefits. A “big push,” or a large increase in public investment is required for 
public capital to rise sufficiently and trigger the complementarity effect -- eventually lifting the economy to 
a higher growth path. 
Alternatively, it is possible to view the degree of efficiency of public infrastructure as being nonlinearly 
related to the ratio of public capital over private capital, as a result of network effects. Indeed, economies of 
scale due to network externalities are a widely recognized imperfection in infrastructure services. Inherent 
to the structure of a network are that many components are required for the provision of a service; these 
components are thus complementary to each other. This network character of infrastructure capital may 
induce a strong nonlinearity in its productivity. Until the network is built, public capital has a low (or even 
null) marginal productivity. Once the basic parts of a network are established, and a critical mass has been 
reached, strong gains are associated with small additional increases in infrastructure investment. But 
beyond that, the productivity gains induced by additional investments tend to slow down. 
The introduction of this external effect in growth models may lead to multiple long-run equilibria -- one of 
which is a poverty trap. Without a “big push” (taking the form of a shift in government spending toward 
public investment in infrastructure), externalities associated with network effects will not kick in, and the 
economy will remain stuck in low-growth equilibrium. If, as discussed in Box 4, the production of both 
education and health services depends on the availability of public infrastructure, the low-growth 
equilibrium will also be characterized by low human capital, low productivity, and low savings (the latter 
because poor health increases subjective preference for the present and induces a higher discount rate). 
The issue then, is how can low-income countries finance the increase in infrastructure? Clearly, given the 
magnitudes that are required to generate a big push, and their limited ability to generate domestic resources, 
a large increase in foreign aid will be needed. However, this increase is no panacea; a big push can work in 
the above settings only if governance is adequate enough to ensure a sufficiently high degree of the 
efficiency of public investment outlays. That is, if investment flows are effectively turned into an increase 
in the stock of public capital—which is what affects the supply side and shapes the growth process.  
According to some recent estimates, in many developing countries less than half of investment flows 
actually translate into increases in capital stocks. Often, this is because of corruption and poor management 
due to lack of skills or outright incompetence. Thus, in countries where corruption is rife and governance is 
weak, improvements in management of public resources are essential prerequisites to reap the full benefits 
of aid-financed public investment in infrastructure. 

 

                                                 
84This box draws on Technical Appendix “Poverty and Low-Growth Traps: Causes, Evidence, and Policy 
Implications.” The links between infrastructure and poverty traps highlighted here draw specifically on P.-R. Agénor 
and J. Aizenman, “Public Capital and the Big Push,” work in progress, University of Manchester (May 2006), and P.-
R. Agénor, “A Theory of Infrastructure-Led Development,” work in progress, University of Manchester (May 2006). 



74 

 

2.  Policy, Institutions and Governance Issues    

A.  Legacy of Policies and Strategic Choices   

4.21. A review by the Bank of lessons from countries that have sustained their growth in the 
1990s reveals what is common among these countries is their persistent inability to fulfill the key 
functions for sustained growth processes, namely the accumulation of capital, allocative 
efficiency, technological progress, and a successful diversification strategy.85 
 
4.22. Niger has failed to meet these pre-requisites 
for strong and sustained economic growth. Part of 
the reason is related to the inability of past policies 
to create the conditions for the accumulation of 
capital, effective allocation of scarce resources and 
technological progress to increase productivity. 
Moreover, the strategic choices have proven 
inappropriate to build the foundations for sustained 
growth.  
 
4.23. The Lack of Accumulation of Capital. Table 
4.4 shows the gross fixed capital formation as a 
share of GDP in selected Sub-Saharan countries. 
Niger had the lowest investment rate with an 
average value of 10 percent between 1990 and 
2004. This rate is 7 percent lower than the average 
investment rate in Sub-Saharan Africa and 11 
percent lower than that of low-income countries. 
Figure 4.4 reveals that the difference in the 
investment-to-GDP ratio between the most successful African countries (Botswana and 
Mauritius) and Niger has been at times as large as 20 percentage points of GDP. The typical 
explanation for this difference is the absence of an entrepreneurial class in Niger capable of 
realizing the potential of investments to spur growth. It is also due to weaknesses in institutions 
and policies and their inability to create an investor-friendly environment -- where investors are 
assured that they can maximize their returns because business uncertainty is reduced and that they 
can benefit from privileged access to credit, imports, and other inputs.  

                                                 
85 The review suggests that a group of 18 countries has experienced a “successful” growth episode in the 1990s. These 
include: Bangladesh, Botswana, Bhutan, Chile, China, Egypt, Hong Kong, India, Indonesia, Lao PDR, Korea, 
Mauritius, Malaysia, Nepal, Singapore, Sri Lanka, Thailand, and Vietnam.  A “successful” growth experience in the 
1990s is defined as one meeting two criteria: catching up with advanced economies over the 1990s, and sustaining this 
growth over time. The first criterion means selecting a country with a rate of per capita income growth over the 1990s 
sufficient to narrow per capita income gap with the United States: that is, per capita income growth of at least 1.7 
percent a year during the 1990s. The second criterion means a country with per capita income growth of at least 1 
percent a year during the 1980s.  

 
Table 4.4: Niger and Selected Countries – 
Gross Fixed Capital Formation (in % of 

GDP, averages over 1990-2004) 

Niger 10.5

Benin 16.8
Botswana 26.6
Burkina Faso 20.9
Ethiopia 16.1
Ghana 21.3
Mali 22.9
Mauritania 18.9
Mauritius 25.8
Mozambique 25.8
Rwanda 15.8
Senegal 16.6
Tanzania 19.9
Uganda 17.2

Low income 21.0
Sub-Saharan Africa 17.6

 
      Source: World Development Indicators (2005). 
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4.24. The lack of 
accumulation also reflects 
the strategic policy choice by 
the Nigerien authorities’ to 
focus on social objectives. In 
fact, this strategy overrode 
the growth objective. In 
effect, Niger did not design 
an accumulation of capital 
and growth strategy per se.  
Policies were aimed at 
improving social indicators, 
namely education and health 
outcomes. The few public 
investments in infrastructure 
by the Government during 

the 1970s were directed at the uranium sector, which functioned as an enclave without growth 
spillover effects.  
 
4.25. Because growth 
was not at the center of 
its development strategy 
over the past four 
decades Niger has had no 
viable plan to create the 
conditions necessary to 
avoid the high 
fluctuations in its growth 
rates. What distinguishes 
Niger’s growth episodes 
with those of successful 
African countries is not 
that Niger did not 
achieve high levels of 
growth in some years (it 
did), but rather that it has 
experienced frequent episodes of slow growth over the past few decades. Table 4.5 shows that 
while Botswana has systematically avoided episodes of slow growth, Niger has had a record of 
several years of slow growth. Over the past four decades, Niger has had 24 years of negative per 
capita growth compared to only 1 for Botswana, and 10 for Ghana. The table also shows that 
there are only 10 episodes of growth rates higher than 2 percent for Niger, which is the lowest 
value compared to other countries listed. Figure 4.5 shows Niger’s growth episodes over 1967-
2004: successive years of protracted or negative growth rates follow one or two years of strong 
growth (mainly correlated to exceptional weather conditions). Studies have also shown that the 
ability to avoid downturns and periodic low growth explains the East Asian “miracle”.86   
 
 
                                                 
86 Economic Growth in the 1990s. Learning from a Decade of Reform. World Bank. Washington D.C. 2004.  

 
Figure 4.4: Niger and Selected Countries - Gross Fixed Capital 

Formation (in percent of GDP, averages over 1990-2004)  
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Table 4.5: Niger and Selected Countries Sub-Saharan African 

Countries – Historical Growth Performance (Real GDP per capita), 
1967-2004 

Countries

Negative Below 1% Below 2% Above 2%

Niger 24 20 18 10

Benin 14 10 5 11
Botswana 1 0 0 35
Burkina Faso 15 13 5 15
Ghana 10 9 7 16
Mali 16 12 11 16
Mauritania 15 9 8 13
Rwanda 16 12 7 17
Senegal 15 13 12 13

Years in which growth rate was

 
   Source: World Development Indicators (2005). 
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4.26. Another 
explanation for Niger’s 
poor economic growth 
record is the inability of 
past policies to reduce 
the volatility of growth. 
In fact, policy responses 
to exogenous shocks 
have failed to address the 
economy’s many 
vulnerabilities. More 
generally, macro-
economic policies have 
not responded to the 
structural problems of 
Niger’s economy. When 
a series of exogenous 
shocks in the early 1980s 
revealed the economy’s 
structural weaknesses, the Government responded by introducing a series of emergency and 
short-term measures which failed to correct the structural imbalances of the economy. In 1983-
84, public investment was significantly cut as a result of financial constraints. This shift in 
investment policy significantly reduced allocations to economic infrastructure and social projects. 
Their share in total investments implemented declined sharply from an annual average of 50 
percent over 1979-83 to 43 percent over 1983-84. The decline affected all categories of 
infrastructure projects except water supply. The Government rightly intended to promote 
productive sectors to diversify the economy. The 1984-85 investment program included a larger 
sectoral allocation for the productive sectors, up to 44 percent from 34 percent in 1979-82. Yet, 
the increase in allocations was mainly directed towards the rural sector, whose share in total 
investment doubled, leaving very few resources for other potential productive sectors.  
 
4.27. An Elusive Diversification Strategy. The root causes of Niger’s long term slow growth 
may also be associated with past policy choices. During the 1970s, the Government launched a 
strategy aiming at diversifying the economy away from traditional agricultural and uranium 
exports and reduce its vulnerability to exogenous shocks. One way to do this was to transform the 
raising of livestock from an essentially traditional to a market-oriented activity. The 
diversification strategy was forcefully reaffirmed during the mid-1980s. The Government’s 
policy statement indicated that the consolidated 1984-85 investment program would promote 
projects that would help to diversify production and expand non-mining exports.  
 
4.28. Yet, Government’s efforts since have mainly consisted of promoting the cultivation of 
several crops with a plan to increase sugarcane and tobacco production to reduce imports, and 
expand Arabic gum and sesame production for exports. Diversification has proven elusive and, 
besides, the Government missed an opportunity to diversify the economy away from rainfed 
agriculture and uranium exports.  
 
4.29. The negative growth consequences of the 2004 drought and locust attacks remind us that 
Niger’s economy today remains fundamentally what it was three decades ago: an undiversified, 
fragile and slow-growing economy and extremely vulnerable to exogenous shocks.    

 
Figure 4.5: Niger – Real GDP Per Capita Growth (Annual %) 
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4.30. Inefficiency in Resource Allocation. 
A lesson learned from countries 
experiencing successful growth during the 
1990s is their ability to gradually, yet 
systematically improve their policy regimes 
over a wide range of fronts: macroeconomic 
management, external trade, public sector 
enterprise and utility regulation, and 
finance. Specifically, the role of trade in 
their growth experience has increased, 
reflecting an increase in their efficiency of 
resource allocation. As evidenced in 
Chapter 2, Niger’s policies have fluctuated 
over the past decades. Macroeconomic 
mismanagement in the 1970s created 
structural imbalances. Stabilization policies 
implemented in mid-1980s to correct these 
imbalances were unfortunately short-lived 
and policy reversals in the 1990s 
undermined the meager gains. Moreover, 
the structural reform agenda has remained 
unfinished, in particular in the area of 
public sector enterprise and utility 
regulation. Financial deepening has yet to occur and weaknesses in the banking sector have 
prevented it from effectively supporting economic growth. Trade liberalization has not been deep 
enough and trade reforms occurred late in 2000 within the framework of the WAEMU regional 
integration. In this context and contrary to high growth countries, trade has not been a driving 
force for growth in Niger and the country’s integration with the world economy has remained 
very limited. The average value of Niger is lower than the average value of Sub-Saharan African 
countries (see Table 4.6).  
 
4.31. The Lack of Technological Catch-Up. Innovation and technological progress play an 
important role in economic growth. In countries which have had successful growth experiences, 
available data suggests that productivity has generally grown faster.87 Technological progress 
improved labor productivity. For instance in Mauritius, TFP grew by more than 2 percent in the 
1990s while it increased by only 0.4 percent in Niger88. Openness and competition also reinforced 
technological progress in Mauritius by providing the incentives and the means to acquire better 
technologies. Niger’s exposure to technological changes has been very limited and productivity 
gains almost non-existent. There is no indication of catch-up with advanced countries. This 
reflects the fact that the forces behind innovation, technological progress and productivity, 

                                                 
87 It is worth noting that data on productivity are not always reliable and important variables tend to be poorly 
measured: capital stock aggregates investments of different vintages and hence quality; depreciation adjustment ignore 
obsolescence; human capital is measured through education inputs, not value, etc.  
88 The source is "The Macroeoconomics of Labor Market Outcomes in MENA over the 1990s" by Keller and Nabli 
(2002). TFP growth measures the use of better technology and improvements in the quality of labor and capital. Several 
studies find that TFP growth explains between half and three-quarters of economic growth, and that difference in TFP 
growth account for most of the differences in output growth rates among countries. For example, examining the growth 
rates of 74 countries over the three decades, the 1998/99 World Development: Knowledge for Development attributes 
three-quarters of the differences in growth rates to differences in TFP growth.  

 
Table 4.6: Niger and Selected Sub-Saharan African 
Countries – Integration with the World Economy 

(Merchandise goods and services trade as a 
percentage of GDP, averages between 1970-2004) 

 

Niger 31.4

Benin 40.7
Botswana 99.0
Burkina Faso 24.4
Ethiopia 24.7
Ghana 53.1
Mali 39.1
Mauritania 70.1
Mauritius 91.4
Mozambique 36.8
Rwanda 23.3
Senegal 50.4
Tanzania 32.6
Uganda 27.1

Low income 27.2
Sub-Saharan Africa 44.9

 
           Source: World Development Indicators (2005). 
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including government and firms’ expenditure on research and development, tertiary education, 
human capital, and infrastructure have been limited.   
 
B.  Institutional Weaknesses  

4.32. Perhaps strong institutions could have overcome the policy weaknesses and unfavorable 
initial conditions facing Niger. An independent regional central bank in charge of formulating and 
conducting the monetary policy has certainly helped Niger benefit over the past three decades 
from relatively stable monetary and exchange rate policies -- which has contributed to the 
relatively low inflation and a stable exchange rate. In contrast, within the fiscal arena, 
institutional weaknesses have prevented transparency, accountability and effectiveness of public 
finance management. The PEMFAR report points out that despite recent improvements, the 
budget preparation process remains inadequate and the budget execution process is cumbersome 
and overly centralized in the Ministry of Economy and Finance. Ex-ante and ex-post controls 
remain rudimentary and the Public Audit Office of the Supreme Court (Chambre des Comptes) is 
a young institution, which does not have the resources and capacity to perform in-depth 
evaluations of Government accounts and institutional performance.  
 
4.33. In Niger, which depends heavily on the prices of primary commodities and weather 
conditions, institutions such as stabilization funds could have saved windfalls. The general 
objective would have been to provide scope for automatic fiscal stabilizers to operate89.  This 
calls for the development of budgetary institutions or the implementation of fiscal rules that force 
claimants on the government’s resources to respect the government’s intertemporal budget 
constraint, thus securing prudent fiscal responses to favorable shocks. In other words, the 
government would have run fiscal surpluses during good times. Unfortunately, as documented in 
Chapter 2, during good times in the 1970s, when government revenues were high, political 
imperatives caused the government to spend all of its resources (even to borrow) in the boom, 
leaving little margin of solvency from which to finance fiscal deficits when times became bad – 
such as in the mid-1980s.  
 
4.34. The recent adoption of fiscal rules in the context of the WAEMU convergence 
framework is a step in the right direction by reinforcing the solvency capacity of CFA member 
states. However, the setting of the convergence framework has mainly been dictated by the 
narrow safeguarding of the monetary union rather than strengthening budgetary institutions of 
member states. First, the primary objective of the framework is to help member countries avoid 
running high budget deficits and accumulating arrears. Second, the lack of flexibility in the rules 
may come at the expense of flexibility for a poor country such as Niger to react to a changing 
economic environment and exogenous shocks. The rigidity of the fiscal targets may not favor the 
design of a fiscal policy supportive for growth and poverty reduction. Chapter 5 (Section 1) 
assesses the implications of WAEMU fiscal rules on growth and the MDGs in Niger.  
 
C.  Governance Issues  

4.35. Poor governance in Niger has been reflected by relatively low ratings for several 
indicators tracking governance measures and various institutional frameworks. Using the 
Kaufmann and Kraay indicators, Niger fares poorly compared to the G11 successful African 
countries for all measures: it ranks at the bottom for Control of Corruption; near the bottom for 

                                                 
89 One example of such mechanism is Chile’s Structural Surplus rule, which establishes fiscal policy targets adjusted 
for the variation in growth over the cycle.  
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Political Stability; second to last for Government Effectiveness, Regulatory Quality, and Rule of 
Law; and in the middle for Voice and Accountability (see Tables 4.7 and 4.8).90 
 

Table 4.7: Kaufmann-Kraay Governance Indicators, 2004 
 

 Point 
Est. 

Percent 
Rank* 

Point 
Est. 

Percent
Rank* 

Point 
Est. 

Percent. 
Rank 

Point 
Est. 

Percent
Rank* 

Point 
Est. 

Percent
Rank* 

Point       
Est. 

Percent 
Rank* 

Country Voice 

and 

Account

ability 

Voice 

and 

Accounta

bility 

Political 

Stability 

Political 

Stability 

Gov’t 

Effective

ness 

Gov’t 

Effective

ness 

Reg. 

Quality 

Reg. 

Quality 

Rule 

of Law 

Rule of 

Law 

Control of 

Corruption 

Control of 

Corruption 

BENIN 0.30 55.3 -0.37 35.4 -0.39 39.4 -0.49 31.0 -0.47 40.6 -0.34 46.3 

BOTSWANA 0.73 68.9 0.70 69.4 0.83 76.9 0.96 79.8 0.73 70.5 0.86 80.8 

BURKINA FASO -0.38 36.9 -0.32 36.4 -0.52 35.1 -0.26 42.4 -0.62 32.4 -0.35 44.8 

ETHIOPIA -1.11 17.5 -0.98 16.0 -0.96 15.9 -1.19 11.8 -1.00 16.4 -0.85 22.2 

GHANA 0.39 57.8 -0.10 46.1 -0.17 51.4 -0.28 41.4 -0.16 49.3 -0.17 51.7 

MALI 0.35 56.3 0.07 50.0 -0.29 45.2 -0.26 42.4 -0.34 42.5 -0.52 38.4 

MAURITANIA -1.16 15.5 0.26 54.4 0.22 62.0 0.04 52.7 -0.62 32.4 0.02 58.1 

MAURITIUS 0.94 74.8 0.91 78.2 0.60 70.7 0.33 62.6 0.84 78.3 0.33 67.0 

MOZAMBIQUE -0.13 43.2 -0.15 41.7 -0.39 39.4 -0.29 40.9 -0.60 34.8 -0.79 24.6 

NIGER -0.12 44.2 -0.56 32.0 -0.87 18.8 -0.63 24.6 -0.92 20.3 -0.87 20.2 

RWANDA -1.09 18.9 -0.92 18.9 -0.56 33.7 -0.42 36.9 -0.90 21.3 -0.36 44.3 

SENEGAL 0.19 51.5 -0.21 40.8 -0.13 53.8 -0.31 40.4 -0.20 47.3 -0.40 43.3 

TANZANIA -0.35 38.3 -0.38 35.0 -0.37 40.4 -0.55 29.1 -0.49 39.6 -0.57 36.0 

UGANDA -0.64 30.6 -1.27 10.7 -0.43 38.5 0.07 54.7 -0.79 25.6 -0.71 30.0 

 
Source: Governance Matters IV: Governance Indicators for 1996-2004, D. Kaufmann A. Kraay, and M. Mastruzzi 
(2005). 
* Percentile rank for entire sample of 208 countries. 
 

Table 4.8: Selected Indicators on Governance and Institutions 
 

  DB Protecting Investors, 2005 DB Getting Credit, 2005 
Country 2004 TI- 

CPI 
Score* 

Disclosure 
Index 

Director 
Liability 

Index 

Shareholder 
Suits Index 

Investor 
Protection 

Index 

Legal 
Rights 
Index 

Credit 
Information 

Index 

Public 
registry 

coverage 
(% 

adults) 

Private 
bureau 

coverage 
(% 

adults) 

Benin 3.2 5 8 4 5.7 4 1 3.5 0 
Botswana 6 8 2 3 4.3 9 5 0 30.8 
Burkina 
Faso .. 6 5 3 4.7 4 1 1.9 0 

Ethiopia 2.3 1 4 3 2.7 5 0 0 0 
Ghana 3.6 7 7 4 6 5 0 0 0 
Mali 3.2 6 5 3 4.7 3 1 2.3 0 
Mauritania .. .. .. .. .. 7 1 0.2 0 
Mauritius 4.1 6 8 9 7.7 7 0 0 0 
Mozambique 2.8     4 4 0.8 0 
Niger 2.2 6 5 3 4.7 4 1 0.9 0 
Rwanda .. .. .. .. .. 1 2 0.1 0 
Senegal 3 7 1 3 3.7 3 1 4.3 0 
Tanzania 2.8 3 3 0 2 5 0 0 0 
Uganda 2.6 7 4 4 5 5 0 0 0  

                     Source: Transparency International, Corruption Perception Index, 2004; World Bank Doing  
                    Business Report, 2005. 
 
4.36. Along the same lines, the 2006 World Bank Global Monitoring Report ranks Niger’s 
public finance system one of the worst of the HIPC countries (see Table 4.9).   

                                                 
90 The six indicators tracking governance measures developed by Kaufmann and Kraay are the following: (i) Control of 
Corruption; (ii) Rule of Law; (iii) Political Corruption; (iv) Government Effectiveness; (v) Voice and Accountability; 
and (vi) Regulatory Quality. Generally in line with the Kaufmann/Kraay measure for corruption, Transparency 
International’s Corruption Perception Index also ranks Niger at the bottom of our sample (G11 plus Niger).   
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Table 4.9: Quality of Budget Management Systems in 25 Heavily Indebted Poor Countries, 

2004 

 
Source: 2006 World Bank Global Monitoring Report. 

 
4.37. These indicators show that Niger 
has much room to strengthen its public 
finance system. Specifically, the issue is 
how to create an operational mechanism 
to monitor transparency, accountability 
and effectiveness of public expenditures 
in general, and core growth-enhancing 
and poverty-reducing public expenditure, 
in particular. The 2006 Global Monitoring 
Report provides a good starting point for 
elaborating on such a specific monitoring 
tool (see Figure 4.6). The PEMFAR 
policy matrix offers a good basis on which 
all stakeholders involved in the 
development of Niger, most notably the 
Government of Niger and donors can 
cooperatively work – to such a monitoring 
tool.  
 

 
Figure 4.6: Public Financial Management: a 

Performance Monitoring Framework 

 
          Source: 2006 World Bank Global Monitoring Report. 
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Box 6: Niger and Botswana: Institutions and Infrastructure Make the Difference 
 

Niger and Botswana had nearly the same per capita GDP in the 1960s (see Figure 4.6). However, between 1984 and 
2004, real GDP per capita grew at about 4.9 percent a year in Botswana, compared with -1.4 percent in Niger. This is a 
dramatic difference in performance, given the many similarities between the two countries.  
 
Both countries have similar endowments. They are landlocked countries, have tropical climates, possess natural 
resources (uranium in Niger and diamonds in 
Botswana) and are subject to international price 
shocks and/or depletion of production. At 
independence, the structure of their economies was 
similar, with about 40 percent of GDP from 
agriculture, about 17 percent from industry, and the 
remaining 43 percent from services. In 2003, uranium 
accounted for about 4 percent of GDP and 
approximately 60 percent of exports in Niger and 
diamonds represented approximately 75 percent of 
total export earnings in Botswana. Niger still heavily 
relies on agriculture, which makes up about 40 percent 
of its GDP, compared to the share in Botswana, now 
making up only about 3 percent.  
 
Both countries are ranked among the most open 
economies in the world according to the IMF 
restrictiveness index. Niger has geographic advantage 
for trade, being much closer to the Europe Union than 
Botswana.  
 
Two factors that may explain the variation in growth performance are institutional quality and infrastructure. 
Acemoglu, Johnson, and Robinson (2003) point to Botswana’s superior institutions. Botswana has effectively 
maintained law and order, limited state predation, and enforced hard budget constraints on its parastatal. The 
bureaucracy is largely meritocratic, relatively non-corrupt, and efficient. Looking at indicators of institutional quality 
(Kaufmann, Kraay, and Zoido-Lobaton 2002), Botswana outperforms Niger in all: government effectiveness, political 
stability, rule of law, control of corruption, and voice and accountability and regulatory quality.  
 
As a result of responsive institutions, strong macroeconomic policy choices were implemented in Botswana. For 
example, Botswana used fiscal revenue from diamonds to smooth revenue over commodity price cycles, while in Niger 
fiscal revenue from uranium exports have been used to finance expenditure of a big administration and the 
consumption boom. Botswana was one of the first countries to establish a stabilization fund, which it managed well. 
Acemoglu, Johnson, and Robison explain that one of the main reasons behind Botswana’s success is the fact that unlike 
the case of most other African countries, colonialism had a negligible effect on traditional social and political 
institutions. Botswana’s pastoral traditions encouraged broad-based participation and acted as a constraint on political 
leaders. For example, the rural interests, chiefs, and cattle owners retained their political power throughout the colonial 
period and have been the source of checks and balance on the executive. This helps explain why diamond rents have 
been exceptionally well managed.   
 
Another factor explaining the difference in growth performance is infrastructure. Niger has accumulated huge 
infrastructure gaps in comparison with Botswana over the past three decades, reflecting mainly the difference in the 
investment policy. Again, in Niger the uranium boom resulted in a consumption boom, while the Government of 
Botswana invested heavily in the expansion of infrastructure. This allowed Botswana to invest in economic services 
through infrastructure such as electricity, water, roads and government services to mining and agricultural sectors, 
which resulted in the successful development of the modern sector. In comparison, Niger is still lagging far behind 
Botswana in all basic infrastructure. In Niger, access to electricity is 8 percent, which is 2 percent lower than that of 
Botswana. Niger also performs poorly in access to telecommunications and road networks. At 8 per 1000 in 2003, 
telephone density in Niger is far below Botswana’s figure of 370 per 1,000 -- the average of Sub-Saharan Africa at 64 
per 1,000. Only 8 percent of the total roads are paved in Niger compared to 35 percent in Botswana. Thus, it is clear 
that Niger must work on putting institutions in place which will allow for growth-promoting policies and investments 
in infrastructure spanning all sectors- i.e. transport, education, health.  

Figure 4.6: Niger and Botswana – GDP per capita, 1965-2004  
(in constant 2000 U.S. dollars) 
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Source: World Development Indicators (2005). 
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3.  Self-Reinforcing Dynamics, Vulnerabilities, and Slow-Growth Path   

4.38. A number of dynamic vicious circles converge with poor initial conditions, weaknesses 
in policies and in the institutional environment all serve to constrain growth in Niger. 
Compounding this are profound vulnerabilities such as poor education and health, gender bias 
and food insecurity.  
 
4.39. Low skills for growth and the education vulnerability. Despite recent improvements 
from 11.4 percent in 1990 to 28.6 percent in 2004, Niger’s adult literacy rate remains dismal as 
highlighted in Chapter 3. Most of Niger’s workers are unskilled. The quality and relevance of 
Niger’s post primary education system raise grave concerns about its ability to absorb technology 
and innovation. Skills training is almost non-existent, provides too few opportunities and 
typically fails to adequately prepare trainees for the labor market. As a result, labor productivity 
is low, reducing the effectiveness of the production process. Studies show that private returns to 
primary education are very low or nil, deterring people from investing in education. Part of the 
reason for weak demand for schooling is related to households’ imperative to meet their basic 
needs. In Niger, parents tend to compare the opportunity costs of sending their children to school 
with the benefits of having them involved in production activities necessary for household 
survival.  
 
4.40. In an environment of low returns to education, unskilled workers do not have the 
incentives to acquire more education and skills to improve their productivity. Efficiency of public 
investment is also thereby limited. Under these circumstances, Niger’s economy is stuck in a 
low-equilibrium growth trap, characterized by a high proportion of unskilled workers in 
the labor force, a small stock of physical capital, low output, and a high rate of return on 
human capital. The large wage differential between skilled and unskilled workers perpetuates 
inequality among workers. As the wage for unskilled workers is low relative to that of skilled 
workers, their capacity to acquire skills is limited, and this in turn perpetuates inequality and the 
low equilibrium trap. Because unskilled and poor workers generally lack safety nets and have few 
or no assets, they seek employment sooner than the richer ones in order to smooth their income 
and consumption. Their propensity to consume is relatively high and their savings low or nil. 
Prospects in education are however encouraging. Public investment in education has been 
increasing in the context of the execution of the President Special Program. As a result, gross 
primary enrollment increased from 25.8 to 52 percent between 1990/91 and 2004/05.  
 
4.41. Ability to work, productivity and health vulnerability. Malaria is widespread in Niger. 
Niger was ranked number one world-wide in malaria-related mortality in 2000 with 469 per 
100,000 people. People who are frequently or chronically ill from malaria are unlikely to be able 
to work effectively. Workers’ absenteeism to treat malaria further lowers labor productivity. The 
use of government scarce resources to fight endemic diseases may also come at the expense of 
productive and growth-enhancing sectors. Although HIV/AIDS is low, it is rising and could 
constitute a new risk to human and economic development in the near future. Trypanosomiasis 
spread by tsetse fly is a serious obstacle to settlement in some regions of Niger with potential for 
peasant agriculture based on ox-plow cultivation.  Livestock diseases constrain both the potential 
for livestock production and producers’ access to international markets. Overall, Niger’s animal 
health service infrastructure is extremely weak and overstretched with poor coverage. Therefore, 
diversifying the export destinations of livestock on world markets is likely to be constrained by 
the requirements of international standard.    
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4.42. Food insecurity. With heavy dependence on rain-fed staple crops, hunger and the specter 
of famine loom large for the Nigerien poor. The failure of seasonal rains can lead to widespread 
malnutrition and mass starvation. According to a joint assessment undertaken by the Government 
of Niger, the United Nations and Non-Governmental Organization partners in March 2005, 3.6 
million people were in need of emergency food assistance, of whom 2.5 million or 3,815 villages 
were thought to be extremely vulnerable. Droughts often result in increases in the prices of 
cereals (millet and sorgho) and other staples as well as in a dramatic decrease in livestock (the so-
called “savings account” of agro-pastoralists and pastoralists).91 As a result, the rural population 
is forced to migrate out to other areas creating new pressures on land and resources. Food 
insecurity is an endemic problem that the Government has to tackle urgently.    
 
4.43. Nutrition-based poverty trap.  Generally, poor people in Niger are malnourished and 
too weak for physical demands. Therefore, their productivity and income remains low. In effect, 
they are caught in a nutrition-based poverty-trap limiting their own and their country’s growth 
potential. The nutrition-based poverty trap has the deadly potential of becoming a self-reinforcing 
phenomenon as recurrent and severe malnutrition affects a large proportion of children -- the 
future labor force in Niger.  Nutritional issues are also a major concern. In 2005, one child out of 
five under the age of five was moderately malnourished and at risk of becoming severely 
malnourished without immediate assistance.92 Prospects for productivity, increasing human 
capital, and growth are gloomy unless the country improves health and nutrition conditions.  
 
4.44. Gender, education, and fertility.  Differences in comparative advantages between men 
and women may be a source of the low-growth trap (see Appendix 2).93  Interaction between 
wages, fertility, and the cost of education can lead to a poverty trap (Kremer and Chen, 1999).94 
In general, fertility decisions affect both women’s labor supply and decisions to invest in human 
capital. In fact, fertility tends to be inversely related to women’s wages, or education. In Niger, 
gender gaps stand out as a critical issue. As Niger’s PRSP makes explicit, women are the most 
vulnerable in Niger. They suffer greater income poverty, have higher rates of disease, lower rates 
of schooling, and are highly vulnerable to legal and basic human rights abuses. Fertility rates in 
Niger are among the highest in the world, and women tend to have low incentives to acquire 
education. In these circumstances, wage and opportunity gaps tend to appear, compounding the 
gender gap. As a result, women tend to be excluded from the production process, though they 
participate in informal income generating activities. The exclusion of a large segment of the 
population (women) from productive activities limits Niger’s growth potential and aggravates the 
poverty traps. 

                                                 
91 Following the 2004 drought, it was estimated that prices of local cereals (millet and sorgho) doubled compared to 
normal: 100 kg of millet cost up to CFAF 30,000 in July compared to CFAF 25,000 in May 2005. In the meantime, a 
cow was sold CFAF 5,000. The monetary value of livestock compared to the equivalent in cereals decreased between 
42 and 55 per cent.  
92 Severe malnutrition is estimated between 2.4 and 2.9 percent in the most severely affected areas (Tahoua and 
Maradi) with rates similar to those of the worst conflict zones and emergencies in the world. It is estimated that as 
many as 150,000 under 5-year old children are affected by severe malnutrition among an estimated 800,000 
malnourished nation-wide.  
93 See O. Galor and D.N. Weil, “The Gender Gap, Fertility, and Growth,’’ American Economic Review, 86 (June 
1996), 374-87.  
94 M. Kremer and D. Chen, “Income-Distribution Dynamics with Endogenous Fertility,’’ American Economic Review, 
89 (May 1999), 155-60.  
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CHAPTER 5:  BUILDING MACRO AND MICRO FOUNDATIONS 
FOR GROWTH AND ACHIEVING THE MDGs 

 
5.1. Chapter 2 examined how and why Niger has not been able to maintain strong economic 
growth over a sustained period. Short lived spurts of growth have not translated into poverty 
reduction or towards achieving the MDGs within the allocated time frame (Chapter 3). The 
challenge to faster growth, extreme poverty and human vulnerability remains unresolved. 
Fortunately, Niger has the potential to overcome the dynamic vicious circles and achieve 
sustained growth (Chapter 4). Agro-business and tourism stand out as sectors with untapped 
potential. However, the capacity of these sectors to sustain high growth rates in Niger is 
conditional on the effectiveness of policy actions to alleviate the macro/micro constraints.  
 
5.2. More generally, the developmental challenge to a more dynamic growth, necessary to 
achieve the MDGs would require bold policy actions covering both macroeconomic and 
microeconomic/sectoral aspects.  Economic growth cannot be sustained unless the potential of 
strong growth is reinforced at the sector levels. This is because what happens to economic growth 
at the macro/aggregate level is the reflection of growth conditions at the 
microeconomic/structural and sectoral levels. High domestic resource costs may hurt the 
competitiveness and thus the performance of agro-exporting sectors -- ultimately resulting in 
lower growth rates. Delays in implementing structural reforms, in particular, the so-called second 
generation reforms (privatization, regulatory and institutional reforms) may limit the potential for 
private-sector-led growth.  Poor economic governance, weaknesses in infrastructures, limitation 
of financing, and regulatory bottlenecks may hamper the business environment and significantly 
affect sector growth potential. Therefore, a sound macroeconomic management and good 
economic governance are pre-requisites for higher growth rates in Niger.  
 
5.3. Building macro/micro foundations for sustained growth and achieving the MDGs has 
three core requirements. First, it means that the Government has to conduct post-stabilization 
macroeconomic policy in a manner that enhances the environment for growth. Second, prudently 
identifying the niches with high growth potential, their comparative advantages and constraints, 
as well as the policy actions needed. Third, it means creating the conditions for private sector’s 
participation in the growth and MDG agenda.  
 
5.4. The main findings of this chapter are as follows: First, Niger’s post stabilization 
macroeconomic policy must be more growth-oriented. Fiscal policy will need to support growth 
and human development. Second, there are niches of growth potential in the agricultural and 
tourism sector. Third, a number of constraints hamper Niger’s business environment and limit the 
potential for private-sector-led-growth and its contribution to the MDGs. Fourth, the Government 
will need bold policy actions to alleviate the policy constraints to growth and the MDGs.  
 
1.  Post Stabilization Macro-Economic Policy 

5.5. Niger has made good progress in stabilizing its economy since 2000. Inflation, the 
current account and fiscal deficits have been kept under control. The reduction of domestic 
arrears has continued. The country has successfully implemented a three-year PRGF program. 
The IMF ex-post assessment of the implementation of Fund supported programs concluded that 
program implementation was broadly satisfactory. A new three year PRGF was approved by the 
Fund Board in January 2005. The successful macroeconomic stabilization together with the 
implementation of the PRSP enabled Niger to successfully reach the Decision Point (2000) and 
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the Completion Point (2004) of the HIPC Initiative and recently to qualify for the MDRI (2006). 
Niger has thus benefited from the debt relief. What next?  
 
A.  Strengthening the Macroeconomic Environment 

5.6. A pre-requisite for strong and sustained growth for Niger is to continue implementing 
sound macroeconomic policies in order to consolidate the progress achieved so far in stabilizing 
the economy. Nevertheless,, Niger would need to tackle some specific areas of macroeconomic 
vulnerability, including external disequilibrium, debt sustainability and fiscal deficits. Domestic 
and external disequilibria must be further reduced to a sustainable level. The focus should be on 
boosting exports and favoring worker remittances to reduce the heavy dependence on aid flows. 
Bringing the external debt to a long-lasting sustainable level would require shifting the current 
financing policy from borrowing to grants. Also, reducing fiscal deficits by controlling 
expenditure while taking decisive action to increase government revenue would need to be 
maintained. Reducing fiscal deficits to sustainable levels hinges on the Government’s ability to 
significantly increase its revenue. This in turn implies that efforts should be made to address the 
issue of “de-taxation” of the informal sector.  
 

Table 5.1:  Progress toward Meeting WAEMU Convergence Criteria, 1999-2004 
(in Gray, Criteria Met) 

 
WAEMU  CONVERGENCE 

CRITERIA 
WAEMU 
NORMS 

1999 2000 2001 2002 2003 2004 

Primary Criteria:        

Basic fiscal balance/GDP (%) ≥ 0.0 -4.8 -3.0 -3.4 -1.8 -2.0 -2.1 

Annual average inflation rate 
(%) ≤ 3 -2.3 2.9 4.0 2.7 -1.8 0.4 

Total public debt /GDP (%) ≤ 70 79.5 94.5 91.7 81.0 68.3 64.1 

Change in domestic arrears (in 
billion CFAF) ≤ 0 23.6 3.6 -17.0 -33.4 -12.2 -19.3 

Change in external arrears 
(in billion CFAF) ≤ 0 25.6 -115.6 0.0 0.0 0.0 0.0 

Secondary Criteria:        
Wages and salaries/fiscal 
revenue (%) ≤ 35 50.3 50.4 40.1 38.3 37.5 35.3 

Domestically financed capital 
expenditure/fiscal revenue (%) ≥ 20 17.0 7.9 20.0 18.8 18.7 20.3 

Fiscal revenue /GDP (%  of 
GDP) ≥ 17 8.1 8.0 8.8 9.6 9.6 10.4 

External current account deficit, 
excluding grants (%  of GDP) ≤ 5 -7.5 -10.3 -6.6 -7.8 -7.6 -10.2 

Number of criteria met   1 2 0 1 4 5 

           Sources:  MEF, IMF, and WAEMU Commission for convergence criteria. 
 
 

B.  Fiscal Policy for Sustained Growth and Improved Human Development   

5.7. As a member of the CFA zone, fiscal policy remains Niger’s main policy instrument to 
sustain growth and advance human development strategies. However, fiscal policy has been too 
much focused on short-term objectives. In the 1980s and 1990s, the principal challenge for fiscal 
policy was economic stabilization. During these two decades, Niger experienced high fiscal and 
current account deficits, and rising external debt. Accordingly (and appropriately), fiscal policy 



86 

 

focused on stabilization with emphasis on deficit management. In the early 2000s, fiscal policy 
mainly focused on successfully bringing the fiscal position to sustainable levels and gradually 
complying with the WAEMU convergence criteria. In this context Niger has been making 
progress towards meeting the WAEMU convergence criteria, particularly those related to fiscal 
performance. By 2004 Niger had met five of the criteria compared to only one in 2000 (see Table 
5.1).  
 
5.8. However, successful fiscal adjustment may have come at the cost of long term economic 
growth. Reduction of the fiscal deficit was largely achieved through expenditure adjustments 
rather than revenue enhancement. In particular, the largest share of expenditure adjustment was 
accomplished by cuts in infrastructure expenditure.  
 
5.9. The 
achievement of 
economic stabilization 
since 2000 offers an 
opportunity to now 
shift the primary 
objective of fiscal 
policy from short-term 
stabilization to 
supporting growth and 
social targets in order 
to achieve the MDGs. 
For this to occur, fiscal 
policy must become 
more growth and 
development oriented 
and take into account 
the composition and 
efficiency of public 
expenditures. 
Allocating expenditure 
to maximize the impact 
of fiscal policy on 
growth and human 
development would  
require policy trade-
offs in the budget. 
Protecting core growth-
enhancing and poverty-
reducing expenditures 
is crucial if Niger is to 
achieve higher 
economic growth and sharply reduce poverty. From this perspective, infrastructure spending, 
including maintenance outlays, should receive high priority.  
 

5.10. Simulations based on Niger’s model show that negative cumulative stock effects 
associated with cuts in investment in infrastructure lowers the economic growth rate. Real GDP 
per capita at market prices falls by 0.8 percentage point deviation from the baseline in 2009 and 

 
Figure 5.1: Public Investment in Infrastructure and Real GDP per 

Capita (% Change, Full Efficiency) 
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Figure 5.2: Public Investment in Infrastructure and Poverty (Full 

Efficiency) 
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further by 1.0 on average over 2013-15 (see Figure 5.1). This leads to a higher poverty rate of 5 
percentage points in the case of neutral elasticity of -1 (see Figure 5.2).  
 
5.11. The effectiveness of fiscal policy to sustain growth and achieve the MDGs in Niger is 
also related to the capacity of the country to create viable fiscal space. Given Niger’s recent 
experience with HIPC and MDRI debt relief, its potential in terms of borrowing is limited. For 
Niger, challenge is to create/expand fiscal space without new borrowing.  Three viable main 
options require serious consideration:  
 

• Improving the efficiency of public expenditure. Improving the efficiency of public 
expenditures should be the first priority for a country such as Niger with limited scope to 
expand the fiscal space. Indeed, related options such as higher taxation or reductions in 
other forms of productive expenditures would ultimately involve a social cost -- either in 
the present or in the future. The Government of Niger can create/expand the fiscal space 
by ensuring that its scarce resources are allocated to stated public spending goals and 
that these are achieved at minimum cost.  

 
• Increasing revenue mobilization. This could be done through higher taxation or 

improved tax collection. However, the challenge would be to show that the collection 
costs and the welfare costs of the distortions induced by higher levels of taxation are 
lower than the social benefits of the public spending.  

 
• Attracting grant aid. This option should be a priority for Niger which has limited scope 

to increase domestic revenue and little room to maneuver in terms of borrowing. This is 
an attractive way to finance productive public expenditures since it would allow new 
productive expenditures at no cost to government solvency. The challenge is that the 
grants available may be insufficient to finance the desired public projects. Also, sound 
macroeconomic management would be required to avoid potential disruptive 
macroeconomic effects associated with the big flows of foreign aid (see Chapter 7).  

 
C.  Reinforcing Structural Reforms  

5.12. Chapter 2 summarized the progress Niger has made in implementing a comprehensive 
structural reform program -- put in place in the aftermath of the CFA franc devaluation and 
forcefully reaffirmed by the Nigerien authorities in 2000. It highlighted glaring weaknesses that 
have impaired the reform agenda. Important challenges need to be addressed to reinforce the 
foundations for strong growth and human development. In this context, specific areas of the 
reform agenda will require specific attention. These include accelerating the privatization process, 
implementing the financial sector reforms, strengthening the regulatory framework, and speeding 
up the budgetary reforms in the context of the PEMFAR action plan.  
 
5.13. Niger will not enjoy strong and long-term growth unless it accelerates its structural 
reform agenda –specifically, freeing its economy from the many micro and structural obstacles to 
growth. The small size of the private sector does not enable it to support growth, create 
employment opportunities and contribute to human development. Accelerating the privatization 
process would expand the private sector and help it play a greater role in Niger’s growth and 
meeting the MDGs. Since the scope and depth of the financial sector remain limited, 
implementation of financial sector reforms would help expand this vital sector and enabling it to 
play a greater role in financing business activities. Moving forward with regulatory reforms -- 
still at an infant stage -- would improve the business environment. Implementing the PEMFAR 
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action plan would reinforce the effectiveness, accountability, and transparency in the use of 
Niger’s scarce public resources. It would also strengthen the Government’s credibility, which is 
necessary to attract the much-needed foreign aid and investments.     
 
2.  Identifying Engines of Growth 

A.  Agriculture and Rural Sector Led Growth  

The Government’s Rural Development Policy Goal  

5.14. The Government of Niger recognizes that rural and agricultural sector is potentially an 
important source of economic growth.  The Government’s PRSP laid out the country’s strategy 
for economic growth and poverty reduction around four key pillars, one of which includes 
“development of productive sectors, especially in rural areas, to mitigate vulnerability and 
stimulate income generation.” Priorities are placed on income generating activities in the rural 
sector through improving trade and processing of agricultural products, increasingly locally 
manufactured equipments, and enhancing farmers’ non-farm income generating activities. As a 
part of implementing the Poverty Reduction Strategy (PRS), the Government adopted a rural 
development strategy (RDS) in 2004, reaffirming its desire to see the rural sector as the engine of 
economic growth in Niger.  The RDS focuses on three pillars: (i) improving access of rural 
inhabitants to economic opportunities in order to promote sustainable economic growth in the 
sector; (ii) improving food security and ensuring sustainable management of natural resources; 
and (iii) enhancing the capacity of public institutions and rural organizations to improve living 
conditions in the rural sector. 
 
5.15. The central aim is to reduce the incidence of rural poverty from 66 percent to 52 percent 
by 2015 by creating an environment conducive to sustainable economic and social development 
in which food security and the sustainable management of natural resources will be guaranteed. 
 
Agriculture as an Engine for Growth  

5.16. As documented in Chapters 1 and 2, Niger’s economy is largely dependent on agriculture 
in terms of income. For the past 20 years, growth rates of GDP and agriculture value-added in 
Niger have been closely linked (see Figure 5.3). The growth in agricultural exports has partly 
helped stabilize total exports by offsetting the decline in uranium exports since 1995 (see Figure 
5.4).  
 
5.17. Agricultural products are already prominent among Niger’s major exports particularly 
with its regional trade partners. Table 5.2 lists the top 10 major exports in 2003 using UN 
COMTRADE database (customs-based export and import statistics reported by the governments).  
Niger has demonstrated a comparative advantage in these commodities (e.g., onions, seeds) and 
in livestock  
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Figure 5.3: Growth of GDP and Agricultural Production 
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Source: World Development Indicator (SIMA, June 2005). 

 
 

Figure 5.4: Composition of Total Exports 
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Source: World Development Indicator (SIMA, June 2005). 
 
5.18. In recent years, export receipts for certain products such as onions and cowpeas have 
been rising.  The big advantage of these cash crops are that they lend themselves to rain-fed 
farming (e.g., cowpeas), as well as irrigated farming (e.g., onions, cotton, peppers, etc.).  In 
addition, the buoyancy of certain important speculative crops, in terms of both the areas sown and 
volume of exports should be noted (tiger nuts, sesame, pepper, groundnuts, cotton and sugar 
cane).  Livestock sub-sectors have growth potential given that demand exists in the neighboring 
countries. 
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Table 5.2: Niger’s Major Exports (2003) 

 
   Export Value Share 
 SITC Product (US$ thousand) (%) 
1 2860 Uranium (ores, concentrates) 112,956.48 54.01% 
2 0012 Sheep and goats (live) 18,469.21 8.83% 
3 0011 Bovine animals 16,707.28 7.99% 
4 0545 Other fresh or chilled vegetables 9,256.16 4.43% 
5 1222 Cigarettes 4,853.06 2.32% 
6 0350 Fish (dried, salted or in brine) 3,985.89 1.91% 
7 9410 Zoo animals 3,135.96 1.50% 
8 0015 Horses, asses, mules and hinnies 2,482.56 1.19% 
9 0542 Beans, peas, lentils 1,322.31 0.63% 

10 2238 Oil seeds and oleaginous fruit. 1,206.80 0.58% 
 

Total Trade 209,126.37 100.00% 
Source: UN COMTRADE (WITS, June 2005). 

 
5.19. Being a land-locked country, regional 
integration plays a significant role in Niger’s 
trade relations (see Figure 5.5).  According to 
IMF statistics, 40 percent of Niger’s total 
exports were destined for other ECOWAS 
countries between 2001 and 2003 -- which is 
second only to Togo (57 percent). The 
customs-based import and export data of 
Niger reveals that the country is a net exporter 
of agricultural products to its sub-regional 
partners. The agricultural exports to Benin, 
Burkina Faso, Côte d’Ivoire, Ghana, Mali, 
Nigeria, and Togo account for more than half 
of total Niger’s exports for each country.  
Agriculture occupies a higher share in exports 
than in imports with most countries except Burkina Faso and Côte d’Ivoire.    

 
5.20. Niger’s regional trade relations 
are dominated by its asymmetric and 
largely unrecorded trade with Nigeria. It 
raises the issue of how critical is Niger’s 
integration in the broader context of 
ECOWAS, dominated by its “natural 
trade partner”, Nigeria.  Chapter 7 
provides some policy recommendations 
as to how and under what conditions 
Niger can reap the full benefits of 
regionalization in the context of 
ECOWAS.  
 
5.21. Challenges. Despite the growth potential of agricultural exports to the sub-regional 
market, Niger’s agricultural sector faces a serious challenge of low and stagnant productivity (see 

Figure 5.5: Share of Agriculture in Total with 
Regional Partners g
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Figure 5.6: Agricultural Productivity in Niger 
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Figure 5.6). While overall agricultural productivity in terms of value-added per worker has 
increased over the past twenty years among low and middle income countries, Niger’s 
agricultural sector has not experienced any significant increase in productivity -- which remains 
low.  Currently, agriculture value-added per worker in Niger is approximately two-thirds of that 
in Sub-Saharan Africa countries on average and one-third of that in low and middle income 
countries (compared to a half in 1985). 
 

Box 7: Economic Relationships between Niger and Nigeria 
 
Background 

In terms of size the two economies are very different (see Table below): Nigeria’s population is almost 10 
times of that of Niger’s. Its GDP is more than twenty times Niger’s -- in other words, a GDP per capita 
more than twice that of Niger’s. Its international trade is about 50 times greater than that of Niger. 
Moreover, the trade relations are asymmetric. Nigeria is Niger’s most important trading partner while Niger 
accounts for only about 0.25 percent of Nigerian’s official trade. Economic relationships with Nigeria are 
pre-eminent for Niger, but Niger is not an important economic partner for Nigeria. 

Niger/Nigeria Comparison Indicators in 2004 
 Niger Nigeria 
Population (in millions) 
Urban population (% total) 
GDP (in billions of current US$) 
GDP per capita (in constant US$) 
Imports (in millions current US$)  
Exports (in millions current US$) 
Current Account Balance (in % GDP) 
Share in Niger/Nigeria trade in official total 
trade (%) 

13.5 
22.7 
3.1 
156 
681* 
415* 
-8%* 

15.5%* 

128.7 
47.5 
72,1 
402 

16214* 
26102* 
16%* 

0.25%* 

* These data are from 2003. 
Source: WDI, 2006. 

 

Features of Niger/Nigeria trade: the Importance of Informal Trade 
A recent study estimates that informal trade represents a large part of Niger/Nigeria trade. In 2003, total 
imports from Nigeria represented more than twice the official trade flows and the share of Nigeria in total 
exports increased by 10-20 percentage point after adjustment. The importance of the unrecorded trade has 
large negative impact on budgetary revenue through uncollected trade taxes. On the import side, the 
informal trade concerns oil in particular. As Nigeria is Africa’s most important oil producer and oil retail 
prices are subsidized, the official retail prices in the two countries are very different (in December 2004, a 
liter cost CFAF 503 in Niger against CFAF 210 (N49) in Nigeria. This results in the development of a 
parallel market. Petroleum fraud was estimated at CFAF 30 billions in 2003. On the export side, Nigeria’s 
protective trade regime is favorable to the development of unofficial trade for illicit products with 
neighboring countries. 

But, Niger/Nigeria trade is also characterized by electricity imports from Nigeria. Niger imports more than 
90 percent of its electricity needs from Nigeria under a state-to-state agreement according to which prices 
are set below international prices. Given the electricity export prices in neighboring producer countries, 
Niger can save about CFAF 2.5 billion per year on its energy import -- thanks to this favorable agreement.  

Impact on Nigerien Growth 

According to the mentioned study, Nigeria contributes significantly and increasingly to Nigerien GDP 
growth. Indeed, the contribution of Nigeria to Nigerien economic growth has increased from 21 percent 
over the period 1995-99 to 26 percent over the period 2000-03. This means that exports to Nigeria 
contribute to Niger’s GDP growth by 26 percent.  

Nigeria contributes to Niger’s growth through its demand on exports. But, as this demand is essentially 
agro-pastoral goods, it reinforces Niger’s structural dependence on the primary sector.  
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Table 5.3: Existing and Potential Foreign Demand for Niger’s Agricultural Products 
 

Sector/ 
Products 

Current Export 
Position in the Sub-
Region 

Existing Demand Recent Trend Potential New Demand 
(incl. Processed Products) 

 
Onion 

 
Niger is a single 
dominant exporter in 
the sub-region (95% 
of sub-regional 
exports).  

 
Strong demand exists for 
imported onions in 
Nigeria, Côte d’Ivore, 
Ghana.  

 
Onion exports 
are growing 
modestly. 
Netherlands has 
emerged as a new 
competitor in the 
Ivorian market. 

 
Processed products (onion 
power, soup mix) could 
generate new demand 
inside and outside the 
country.  The unique taste 
of Nigerien onion (pungent 
taste) should be promoted 
in developing new 
processing opportunities. 

 
Cowpeas 

 
Niger follows 
Nigeria as a regional 
supplier of cowpeas. 

 
Nigeria (in need of 
additional 23 kg for each 
of 120 million residents).  
Ethnic demand exists 
among Ibo, Yaruba, and 
Ashanti.  About 1.4 
million tons of cowpea 
needs to be imported by 
Côte d’Ivoire, Benin, and 
Ghana together.  

 
Modestly grown 
from the late 90s.  

 
Côte d’Ivoire, Benin, and 
Ghana are increasing their 
cowpea consumption. Rep. 
of Congo started to 
consume cowpea.  The 
potential regional demand 
1.3 million tons a year.  
Instead of competing 
against Nigerian farmers in 
Nigeria, it would be better 
to supply to other 
countries. 

 
Yellow 
nut grass 

 
Niger is a dominant 
producer of yellow 
nut grass in the sub-
region. 

 
Around 80% of Niger 
yellow nut grass is 
exclusively exported to 
Nigeria which often re-
exports it to Europe and 
mostly to Spain. This 
country uses yellow nut 
grass in confectionery 
products and pastries. 

 
Production and 
exports recorded 
a sharp increase 
after 2001 with 
the discovery of 
demand in Spain.  

 
The use of nut grass as a 
substitute to malt (for beer 
brewing as used in Spain) 
could be an option to be 
explored. 

 
Live 
animals 

 
Niger is a leading 
supplier of livestock 
(cattle, goat, sheep, 
camel) in the sub-
region. 

 
Nigeria is the dominant 
destination (99% of 
exported cattle, 94% of 
exported goats, 90% of 
exported sheep, and 86% 
of exported camel). 

 
Overall exported 
amount declined 
over the past 2-3 
years. 

 
New potential demand for 
processed products (meat, 
hide, skin). 

 
Meat 

 
Close to non-
existence. 

 
n/a  
 

 
Meat exports by 
national abattoir 
has been 
suspended. 

 
Potential demand in the 
neighboring countries, 
particularly Nigeria. 

 
Leather 
& hides 

 
Limited exports after 
the privatization of 
state-owned hide and 
skin processing 
plant. 

 
The bulk goes to Nigeria 
for re-exports. Limited 
demand for “wet blue” at 
international markets 
(Europe, Asia).  

 
Recent exports 
are rather 
stagnant. Overall. 

 
Dynamic demand exists in 
China and Southern Europe 
for “web blue”.  

Source: “Policy Note on Sectoral Growth and Export Promotion Strategy for Niger’s Agricultural Products”.  World 
Bank Africa Region Private Sector Unit, June 2005.  

 
5.22. Also, Niger’s comparative advantage in several agricultural products and livestock has 
not been fully exploited due to the following inhibiting factors: (i) extremely weak development 
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of linkages between producers (often poor and isolated from market information) and sub-
regional or international markets, and (ii) poorly developed and deteriorating roads and 
telecommunications infrastructure. 
 

B.  Niches of Growth Potential in Agriculture Sector  

5.23. A recent study carried out by the Bank, which focused on demand and supply analysis of 
key agricultural products, reveals that Niger has comparative advantage in four commodity 
groups: onions, seeds (yellow nut-grass and cowpeas), livestock, meat, leather and hides. The 
following are the key findings of this study.95  
 
5.24. Demand potential in foreign markets. Substantial demand exists for Niger’s agro-
pastoral commodities in the sub-regional market where Niger already has an established export 
position in products such as onions, cowpeas, yellow nut grass and live animals.  Yet, the country 
is not a significant exporter of meat, leather and hides products despite a viable potential demand 
at the sub-regional level.  Table 5.3 summarizes the current and the potential demand conditions 
of the key Nigerien products.  
 
5.25. The table reveals that potential demand exists in processed products based on 
commodities which are currently exported.  Meat, leathers and hide are obvious products.  
Nigeria can continue to absorb large quantities of Nigerien processed livestock products.  
Moreover, dynamic demand appears to exist in Europe and Asia (China) for leather and hides.  
Development of onion-based food products such as soup stock may have potential in generating 
private sector opportunities as well as employment in the rural sector. Yellow nut grass, whose 
demand sharply increased in the past couple of years, could be a substitute for malt in brewing (as 
used in Spain), which might generate a more broadly based demand from various regions in the 
world. 
 
5.26. However, Niger is not immune from 
competition in foreign markets. Some 
Nigerien products do face competition by sub-
regional partners.  For some others, countries 
in other regions such as Europe have emerged 
as competitors. For example, Netherlands has 
emerged as a dominant exporter of onions to 
coastal countries in the sub-region such as Côte 
d’Ivoire.  Figure 5.7 illustrates how 
Netherlands is tapping into the sub-regional 
onion market previously dominated by Niger.  
While meat is not a substantive export product 
for Niger, the potential penetration to markets 
in coastal sub-regional neighbors would not be 
easy as there is competition from European and Latin American suppliers such as Brazil, Chile, 
and Argentina (see Figure 5.8). 

                                                 
95 See “Policy Note on Sectoral Growth and Export Promotion Strategy for Niger’s Agricultural Products”.  
World Bank Africa Region Private Sector Unit, June 2005.  

 
Figure 5.7: Recent Trend in Onion Imports by 

Côte d’Ivoire by Origin 
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5.27. Unfortunately, the informal nature of 
Niger’s agro-pastoral sector inhibits its ability 
to effectively penetrate the export market.  
Even Niger’s prominent export products such 
as onions are often not recognized as Nigerien  
in importing markets due to lack of a proper 
product recognition system (e.g., labeling). 
Also, a significant amount of informal cross-
border trade exists, which is not captured by 
official statistics. 
 
5.28. Issues in supply system. The supply 
chain analysis of selected agricultural exports 
(onion, cowpeas, yellow nut grass, and sesame) 
and livestock (cattle, sheep, and goat) reveals a 
number of striking features associated with 
Niger’s agricultural exports. First, profit 
margins vary among sectors and destinations. Relatively high profit margins are observed for 
livestock and sesame exports, both to Nigeria.  However, it should be noted that the profits from 
trading often goes to non-Nigerien markets since intermediaries (traders) from neighboring 
countries come to weekly spot markets in Niger to purchase in bulk at low prices. Second, 
limited value-added takes place in Niger. Except for onions, the purchase of original 
commodities for re-selling abroad constitutes a significant portion of the profit for each type of 
product (over 60 percent of final value). Most value-added, including profits from trading takes 
place outside of Niger or by non-Nigeriens. One reason for such limited value-added activities is 
that the products are simply shipped out as raw commodities without being processed. Third, 
regulatory burdens are quite significant. Taxes paid to Niger as well as foreign countries such 
as duties and transit taxes are relatively high and result in an increased transaction costs. Fourth, 
transportation and transit costs are significantly high for some destinations, including 
Abidjan, Accra, and Cotonou. Particularly for exports to Abidjan, the presence of multiple 
borders (through Burkina Faso and Ghana) makes transit more costly -- as observed in onion and 
sheep exports.  Transportation costs and other transit-related expenses usually total some 30 
percent of the total value. Fifth, post-harvest value dissipation is also relatively high. The share 
of the total loss in value of onion sales within Niger due to spoilage before they reach the market 
is estimated to be above 30 percent of total production.  For some individual producers, the rate 
of spoilage can be as high as 60 percent of the total harvested amount. As for livestock products, 
the practice of trekking animals to the market, rather than using modern transportation tools, 
reduces the quantity of sales due to mass and weight loss.  It is estimated that with 50 percentage 
of spoilage, implicit cost from foregone profit-making opportunities is twice the size of actual 
realized producer profit. This means that installing proper preservation mechanism and 
eliminating 50 percent of spoilage would triple the profit to onion farmers. Finally, informal 
traders have little bargaining power over price. Traditional informal export transactions 
(without any contractual arrangement nor an efficient mode of transportation and proper market 
information) weaken the bargaining power of informal traders in foreign markets.  In the case of 
livestock cross-border exports, herders who trek animals to Nigeria are often obliged to sell 
animals at very low prices during the close of market days as it would be prohibitively costly not 
to sell them there after a long-cross border trip and a long absence from home.   
 

Figure 5.8: Recent Trend in Meat Imports by 
Benin by Origin 

 

0

5000

10000

15000

20000

25000

30000

1995 1996 1997 1998 1999 2000 2001 2002 2003

Im
p

o
rt

 V
al

u
e 

(U
S

$ 
th

o
u

sa
n

d
)

USA Netherlands Italy Ireland

UK France Spain Denmark

Germany Chile Canada Brazil

Belgium  
      Source: UN COMTRADE (WITS, June 2005).



95 

 

C.  Infrastructure and Institutional Constraints to Export Growth 

5.29. A number of infrastructure and institutional constraints impede Niger’s agro-pastoral 
sector from expanding its scope of production and exports and effectively responding to the rising 
demand in the sub-regional market.  Some key constraints are briefly discussed below.  
 
5.30. Lack of support for infrastructure and facilities. Agricultural infrastructure, facilities, 
and equipment (storage, cold chain, etc.) are inadequate to support expansion of production in 
these sectors.  In particular, processing, preservation, and storing facilities are poor. The lack of 
storage facilities undermines Niger’s competitive position in onions. The low capacity and the 
lack of cold chain at the old national abattoir constrain growth of meat sub-sector. Transportation 
equipment with refrigeration is lacking and urgently needed. Poor transportation infrastructure 
inhibits Nigerien producers from effectively supplying their products within and outside Niger in 
a timely fashion.  It also affects efficient sourcing of input materials for Nigerien producers. The 
rural road network within Niger is particularly bad -- resulting not only in the absence of positive 
externality from public goods, but also negative externalities caused by animal trekkers to crop 
farmers. Lack of credit access prevents producers to expand their production. Due to large 
covariant risks related to droughts and absence of adequate collateral among agents in the sector, 
commercial banks are generally not interested in making credit available to them. The effective 
organization of producers and the pooling of resources together are important missing factors in 
the respective sub-sectors. Butchers, for example, have organized themselves into associations. 
However, without sources of guarantees, they have not been able to secure bank collaboration. As 
a result, they still have not being able to meet the rising demand for meat from Nigeria. The issue 
of credit access is pronounced in other sectors such as hide, skins, and cowpeas. With lack of 
supporting infrastructure and facilities, both physically and institutionally makes it difficult for 
these sectors to respond to the growing external demand.  
 
5.31. Informal trading mechanism. Trading activities of Niger’s agro-pastoral sector remain 
largely informal. Linkage between production and trading is still inefficient. Market operators or 
traders have little information on demand. Producers have little knowledge of their product 
destination. The resulting deficiency in the organization and harmonization among market 
operators and producers as well as the absence of stakeholder integration within commodity 
systems has resulted in the marketing of products without quality standards or grading schemes to 
respond to target markets. 
 
5.32. Market information remains weak. Trade facilitation not only strengthens the 
production capacity, but also strengthens the capacity of trade agents. There is an acute deficiency 
of information on the various sub-regional markets. Access to information on international 
markets outside of the sub-region, such as Europe, is even more limited. Insufficient knowledge 
of product demand, technical standards and norms constrains their capacity to penetrate into 
foreign markets. Nigerien exports are also sensitive to exchange rate fluctuations as its exports go 
beyond the CFA area, such as Nigeria and Ghana. Lack of formal contractual arrangements in 
trading activities often result in increasing implicit costs of trading in the sense that it lowers 
predictability of the outcomes (e.g., sales price).  Sale prices are not foreseeable with many risks 
and unexpected costs are factored in the final pricing. Product recognition abroad is weak. 
Lacking proper labeling many Nigerien products are not known as Nigerien products but rather 
Nigerian or Ivorian products when arriving in the third countries. This makes Nigerien producers 
less visible and more difficult for them to develop new supplier-buyer relationships. Access to 
financing presents a major bottleneck in facilitating export transactions. The country lacks a rural 
or agricultural development banking system to provide needed credits to producers and exporters. 
There are some cases in which trade financing is provided by the importers in the form of pre-
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financing. However, such examples are limited to a small number of enterprises who succeeded 
in establishing a modern export system through formal contracts.96 Also, pre-financing 
arrangements leave the traders with little scope of control over the price.   

 
5.33. Regulatory Bottlenecks. Regulatory policies introduced by the government, although 
justified under other grounds, can lead to inefficient functioning of markets. In turn, this can 
create disincentives among private businesses and agricultural producers who wish to expand 
their activities. 
 
5.34. In-country and out-country road patrols pose significant bottlenecks in the logistical 
process of transporting exported products.  Inefficient and non transparent customs clearance 
increases the likelihood that transactions costs and products would be detained for prolonged 
periods of time. The problem is serious in live animal and agricultural exports. 
 
5.35. The government policy to put high tariffs on imported agricultural inputs or subsidize 
domestic inputs distorts price and leads to a shortage of agricultural inputs in Niger. Most 
affected is the cowpea sector. Production of cowpeas requires significant use of pesticides, yet, 
access is a major problem. Even with available, taxes on imported pesticides makes it 
unaffordable for small farmers. Indeed, many farmers are left with the option of not using 
pesticides.  Also, the government in subsidizing fertilizer for small-scale farmers erodes the 
market for fertilizer importers whose prices compete with the subsidized prices. The resultant 
lack of use of imported fertilizer has created a general shortage of fertilizer in the country. 
 
3.  Sectoral Growth Potential beyond Agriculture  

A.  Potential for Tourism  

5.36. Overall potential. Overall economic activity generated by tourism is estimated by the 
Government at $58 million and has provided close to 8,000 jobs. Government revenue from 
tourism is based on the 19 percent VAT and a number of other taxes (tourist tax, income tax and 
property taxes, if not exonerated under the incentive code).97 The World Travel and Tourism 
Council (WTTC), the leading international professional and advocacy group has a fairly 
optimistic view of Niger, suggesting that tourism generates 1.3 percent of total employment, 1.7 
percent of total GDP, with prospects for growth of demand from 4.6 percent and 5.4 percent 
between now and the year 2015. This is slightly below their overall projections for Sub-Saharan 
Africa (growth in demand of about 6 percent).  
 
5.37. Tourism is cross-sectoral rather than a single sector. Therefore, the advantage is 
that it generates additional expenditure through linkages beyond transport, lodging and 
food. Niger has excellent handicrafts (leather, textiles and jewelry) and tourists are estimated to 
spend about $100 each on such purchases. With the support of Luxembourg, Niger has built 
handicraft centers in all but two provinces and a national museum. Again, Niger’s livestock and 
agricultural production can supply most hotel and restaurants’ needs for food, thus avoiding or 
reducing demand for imported food. Linkages add greatly to the tourist experience and should be 
developed as an integral part of the industry to generate higher value added for the economy and 
also greater interest in the tourist product and experience. Clearly, tourism can contribute to better 

                                                 
96 For example, the hide and skin industry for “wet blue” located in Zinder exports to Bangladesh, India, and Italy in 
partnership with its respective importers.  Importers pre-finance a percentage of the processing activity. 
97 Although tourism is not recognized as an export sector, the incentive code accords certain fiscal advantages for hotel 
and tourism projects. 



97 

 

distribution of the benefits of growth and poverty alleviation. While the PRSP supports tourism as 
a sector for accelerated growth, the commitment has yet to be matched by a corresponding 
increase in budgetary resources.   
 
5.38. The Ministry of Tourism and Handicrafts (MTA) has recently been reinvigorated to 
help put an effective policy framework and strategy in place. Its immediate goal is to create a 
vision for the sector -- a strategy and clear action plan covering infrastructure (aménagement), 
training, institutional support, promotion, marketing and poverty alleviation. The Ministry also 
wishes to strengthen the information base for tourism to improve decision-making and evaluate 
tourism more rigorously.98 A Centre national pour la promotion du tourisme (CNPT) to market 
tourism has also been created but is still in its infancy.  
 
5.39. Assets and linkages. Niger has considerable natural resource assets to allow it to become 
an international destination based on niche markets such as adventure, including the traditional 
crossroads of the desert, Agadez; Aïr Teneré; the River Niger; and Park W.99 Niger also has an 
outstanding cultural and historical patrimony – both ancient and modern – which lends itself to a 
high-end tourism market. In addition, the country also has a series of sectors linked to tourism 
that could be enhanced both to reduce leakage and increase expenditures on tourism, including 
wildlife, handicrafts and agriculture.   
 
5.40. Demand and supply potential. In effect, the two main destinations in Niger are Agadez 
for adventure and cultural tourism and the “fleuve” anchored by Niamey.  A third market would 
be integrated circuits including other countries of the Sahel, West Africa and the Maghreb (plus 
Libya). At least one tour operator uses this as the core for its business (Point Afrique)100 and the 
tri-country cooperation on Park W is a good example of international cooperation, as is the 
regional visa (via the Conseil de l’entente). Moreover, in the current market place, there is a surge 
of interest in cultural tourism – and Niger is several hours closer to Europe and North America 
than the traditional African destinations in East and Southern Africa. While Niger has other 
attractions, especially in the East, these will probably only develop in the longer term and would 
require investment in infrastructure.   

 
Table 5.4: International Tourist Arrivals 

 
Year 2000 2001 2002 2003 2004 2005 
Arrivals in Niger hotels 50,283 52,891 57,000 55,344 57,004 66,000 
Non-resident arrivals 
(hotels) 39,262 40,855 44,530 44,530 49,344 - 
Total bednights 101,946 116,000 100,964 120,627 124,246 143,000 

Source: MTA. 
 
5.41. Demand for tourism is difficult to determine. However, the data provided by the 
Ministry of Tourism (Ministère du Tourisme et de l’Artisanat, MTA), suggests 66,000 arrivals 
annually – with most staying in hotels (see Table 5.4). This is a modest number by international 
standards.  
 

                                                 
98 Possibly through a Tourism Satellite Account, the UN’s recognized set of accounts for tourism. 
99 Agadez (“visit” in Temasheq) is a center of Touareg culture and the leading destination for tourists to Niger. Aïr 
Teneré is a favored destination as a niche market for adventure tourism and has been recently approved as a UNESCO 
world heritage site. The Niger River is a magnet for tourism. The Park W, a transfrontier wildlife sanctuary shared with 
Benin and Burkina Faso, is also a UNESCO world heritage site.   
100 The other main carrier is Go-Voyages.com.  The airlines used are Air Horizon and Air Mediterranée. 
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5.42. Demand potential could however be hampered by seasonality. The tourism season 
lasts about six months (from October to March). However, the months of August and 
September can also be of great interest for tourists as a series of festivals and fantasias are then 
promoted by the Ministry of Agriculture. The MTA is now working with the Ministry of 
Agriculture to make the tourist industry more aware of this 
 
5.43. Supply is quite limited with some 66 hotels (about 3,000 beds). The industry has a 
few hotels with international standards located mainly in the capital, Niamey. In fact, supply 
is hampered by infrastructure weaknesses. Sewerage service is unavailable in most of the country 
and in many places pools of waste water are frequently visible and contribute to groundwater 
pollution and insect-borne diseases, such as malaria. The storm water drainage program in 
Agadez has been very successful but attention needs to be given to sanitation and solid waste 
management. Electricity tariffs remain high. Niger’s health infrastructure requires considerable 
improvement – although the tourists’ immediate needs can usually be met locally; major medical 
care still requires evacuation (which also requires improvement). However, the priority issues 
from the point of view of the tourism sector are sewerage and solid waste. 
 
5.44. Tourism has a real potential that could well provide the impetus for a surge of 
growth. To achieve this, Niger would need to provide a policy response and an action program to 
achieve change in the following areas: (i) infrastructure weaknesses; (ii) public private 
partnership and an improved business environment; (iii) quality of the product line, including 
training; (iv) international access and internal access; (v) the level of and administration of 
taxation; (vi) protection of the nation’s natural, cultural and historic assets; and (vii) marketing of 
the destination and investment promotion. First, weaknesses in infrastructure limits tourism 
potential and impedes the capacity of the country to respond should the demand grow (as it 
appears) in the future. Second, the private sector faces a great deal of anti-competitive behavior in 
the informal sector (“concurrence déloyale”) that undermines the formal sector – and that 
government is doing nothing to stamp out such activities.101 Elements of the business 
environment also require attention. The banking sector is key, especially as it serves tourists only 
in a very limited way (credit cards are accepted in very few places) and firms have difficulty 
accessing credit on reasonable terms. Third, although the government is now beginning to address 
regulatory issues for tourism, there is little quality control and almost no performance standards 
required from operators. If tourism is to become an engine of growth stakeholders will need to 
address quality issues as matter of urgency. Fourth, as tourism increases, (as it appears to be 
doing), greater international access will be required. Niger has two international airports and is 
served mostly by regional carriers on scheduled services (the recent West African regional 
regulation has been a great help in this); charter carriers are entering the market aggressively and 
this should lead to an expansion of the number of seats serving Niger. However, on the ground, 
although main roads are well maintained (and petrol services available), very few facilities for 
tourists outside the main centers exist, thus blocking intermediate stops for refreshment or 
overnight stops. This cannot be rectified in the short-run, but the government may want to 
encourage their creation in the medium-term via SMEs and micro enterprises. As tourism 
expands, there will also be a need for ground services and intermediaries (travel agents and tour 
operators), entertainment, excursions and other services (lodging and restaurants). Support for 
these areas will invariably result in a supply response and fill market gaps. Fifth, taxation is 
frequently raised as a major topic of concern for tourism development. Many hotels find the 
government’s two year and four years audits to be time-consuming and interfering with the 

                                                 
101 For example, one informal company has at least twelve 4x4s which it leases informally to tourists at prices far 
below those the formal sector can afford. 
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routine operation of their establishments and many complain of the informal payments they had 
to make.  
 
5.45. Niger must protect its natural, cultural and historic patrimony. The country has 
made little effort to protect its natural, cultural and historical patrimony. While some notable 
successes have been registered (giraffes in the plateau of Kouré and works on the Park W), much 
remains to be done to protect old manuscripts, rock carvings, remains of dinosaurs and cultural 
heritage such as music, dance, architecture, customs and traditions. If tourism is to grow and the 
patrimony passed on to the next generation, the protection of these invaluable assets is urgent – 
and could be achieved through a combination of user fees and grants. Many donors and NGOs are 
willing to help in this effort. 
 
5.46. Lastly, promoting tourism in Niger would require a forward-looking and an 
aggressive marketing strategy. This would be in two parts: marketing destination and investment 
promotion. Currently, Niger attends three or four travel shows in Europe, mostly in France, 
Niger’s main market. While many in the industry deplore the Government’s level of activity in 
marketing Niger, the current level is probably appropriate. As the strategy evolves, it will be 
necessary to develop an overall marketing strategy and public relations program – starting with a 
brand image which Niger does not yet have. There is no investment promotion activity in Niger 
(an investment promotion activity closed down). As the new tourism strategy is developed, it will 
be important to attract foreign and domestic investment, possibly in the form of a partnership – 
the former to provide transfer of technology, the latter expertise of local knowledge. A more 
targeted program will be required to attract investors because they will want to see project 
proposals with business plans.  
 
B.  Mining Sector Potential  

5.47. The mining sector is essentially made up of three companies (including two mixed 
investment companies), which exploit uranium and coal for use primarily in the production of 
electric power.102 The production of uranium has stabilized to around 3,000 tons for income 
totaling about FCFA 67 billion. Limestone is also exploited for industrial use -- in particular in 
the production of cement. Although 5 prospecting permits were distributed to oil companies, the 
surveys has only recently provided clear evidence regarding its economic profitability. According 
to sector specialists, prospects are high. Also, fourteen gold bearing prospecting permits were 
granted to foreign companies.  
 
5.48. Coal is Niger’s second major source of energy. Significant deposits of coal have already 
been listed. A company extracts and transforms coal to produce electric power needed by the 
uranium companies. Coal can be used to produce large-scale electricity for both industrial and 
domestic use. Tests for merchandising coal agglomerates have been organized inside and outside 
of Niger. 
 
5.49. For the other ores such as gold, gypsum, marble, phosphates and iron, the findings from 
in-depth studies attest to the existence of good quality deposits.103 Apart from uranium in the 
Agadez region, marketed for the past 20 years, exploitation of other underground resources is still 
weak. Gold reserves in the Niger region of Liptako are estimated at about 50 tons of metal gold. 
Gold has also been discovered in the regions of Maradi (Centre) and Aïr (North). The country has 
considerable iron deposits (1.1 billion tons of reserves), phosphate (1.25 billion tons of reserves), 

                                                 
102 Intern, PSD overview Niger. 2002. World Bank. 

103 World Bank. 2005. op. cit. 
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and salt (25 million tons of reserves), which have been discovered and is now waiting funding to 
ensure their exploitation.104 
 
5.50. Niger, therefore, has considerable mining potential (uranium, iron, copper, gold, 
phosphate, cassiterite, gypsum), and given its huge size (four times larger than France) may have 
resources that have not yet been discovered. The challenge for the Nigerien authorities is how to 
create a transparent and investor-friendly environment for resource prospecting for the benefits of 
all Nigerien citizens. ,Paul Collier suggests lessons could be learned from the successful example 
of Botswana.105 For such a strategy to succeed and help achieve the MDGs it must include: (i) 
how to reduce the political and reputational risks perceived by reputable companies; (ii) how to 
conduct a competitive and transparent bidding process with international scrutiny to reassure and 
attract potential investors; (iii) how risks are shared with the prospecting companies; (iv) how 
revenues would be reported in a transparent fashion; (v) how fluctuations in revenues would be 
smoothed; and (vi) how expenditures would be scrutinized.  
 
C.  Gold Exports  

5.51. Niger has also potential in gold production. Gold production started with the official 
opening of the Samira Hill Gold Mine recently. This mine is scheduled to produce 618,000 
ounces of gold in about 7 years of operation. It represents the first commercial gold production 
for the country. However, the potential and prospects for gold production do not necessarily raise 
growth expectations as the contribution of gold exports to Niger’s GDP is marginal -- estimated 
in 2005 at about 0.5 percent of GDP. In addition, gold will be depleted in 5 years. Under these 
circumstances, a growth and MDG strategy would have little to expect from gold activity.  
 
4.  Cross-Cutting Issues for Business Development and Improved Competitiveness  

5.52. The Government has long looked to the private sector to generate growth. As outlined in 
its 2002 PRSP, it placed considerable weight on reducing poverty through increasing the 
involvement of the rural private sector, such as agriculture and livestock to assist in the promotion 
of growth and the creation of jobs. 
 
A.  The Private Sector and the Investment Climate in Niger 

5.53. A small formal private sector. The formal private sector in Niger is small, based on a 
few, mostly low-value added activities. Private sector exports consist of a narrow range of 
products and are highly dependent on a small range of mostly subregional markets. 
 
5.54. As of early 2006, the modern private sector consisted of more than 600 companies, most 
of which are in finance, transport and commercial activities.  This sector - including mines - 
contributes 15 percent to the GDP and employs an estimated 8,000 people -- the equivalent of one 
third of the public sector. As of late 2005, the modern manufacturing sector consisted of 59 
companies (of which 94 percent are located in Niamey), employing about 2,000 people. Most of 
these firms are in import substitution and their output has suffered from the recent trade 
liberalization and regional integration in the context of WAEMU.  In 2003, modern 
manufacturing output represented 6.6 percent of GDP, down from 9 percent at the end of the 
1980s. In line with the reduction in the share of manufacturing in current GDP, the number of 
                                                 
104 Canadian Business Guide – Niger. 2005. Trade Commissioner Services.  
105 See Paul Collier, Niger Country Economic Memorandum “Accelerating Growth and Achieving the Millennium 
Development Goals: Diagnosis and Policy Agenda”. Workshop Washington DC September 26, 2005.  
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formal manufacturers strongly declined over time, from 131 firms in 2002 down to 59 in late 
2005 (World Bank, Niger-ICA 2006). 
 
5.55. However, in spite of the dismal formal sector figures it must also be kept in mind that 
most of Niger’s economic activity takes place in the informal sector and that this sector is 
thriving. This sector (excluding agriculture and livestock) comprises an estimated 700,000 
companies, 40 percent of which are active in production, 35 percent in commerce and 25 percent 
in services. Eighty five percent of these activities take place in rural areas and the sector employs 
more than one million people. Moreover, it represents 30 percent of the GDP or twice the share of 
the modern private sector.  Most of the agricultural and livestock activities can be characterized 
as informal and hence, the combined informal sector accounts for as much as 75 percent of GDP. 
The informal sector is estimated to have grown by around 4 percent a year since 1998 (BAD-
OCDE 2005).  
 
5.56. The general perception of Niger as a business center is ambiguous. Overall, the 
picture of the country offered by the international ratings is mixed and may help explain why FDI 
is so low in the country106.  
 
5.57. As shown in Table 5.5, Niger often 
ranks across key dimensions of “investment 
climate” in the quartile of the worst 
performers and a risky place to do business. 
Based on Credit Risk International,107 an 
assessment of the risks of political instability, 
the risks related to direct investments and the 
financial situation of the country, Niger 
received yielded a high notation – meaning 
worse than the UEMOA or LDC average. 
 
B.  Identifying Constraints to Private 
Sector Development and the Business 
Environment  

5.58. Binding constraints limit the investment climate and private sector development in Niger. 
Building the micro/sectoral foundations for growth would require identifying these constraints so 
as to provide remedies. A recent assessment of Niger’s investment climate carried out by the 
World Bank (ICA 2006), identifies a series of constraints to investment climate in Niger, 
including: infrastructure constraints, regulatory bottlenecks, administrative barriers; governance 
issues; and financing constraints.   
 
Support-Infrastructure and Facilities for Private Sector Development  
 
5.59. Good infrastructure connects firms to their customers and suppliers and helps them take 
advantage of modern production techniques. Niger’s underdeveloped and poorly maintained 
infrastructure hampers private sector development. Firm's responses indicate that three types of 
infrastructures are a problem for firms, all of them being critical for their operations.  

                                                 
106 - Net FDI inflow in Niger is minimal. Between 1994 and 2003, net FDI in Niger only accounted for 0.58 percent of 
GDP against 2.3 percent for SSA and 1.6 percent for UEMOA.  
107 - See http://www.IZF.net for individual country ratings. 
 

Table 5.5: Niger’s Rankings 

  

Index of 
Economic 

Freedom 2006 

Ease of Doing 
Business 2006 

Indicator 

  (157 countries) (155 countries) 

Hong Kong 1 7 
South 
Africa 51 28 

Senegal 84 132 

Mali  89 146 

China 111 91 

Niger 115 150 

Benin 117 129  
        Source: Heritage Foundation 2006, Doing Business.   
        2006. 
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5.60. Electricity supply is the most important infrastructure issue for firms. More than 41 
percent of the manufacturers and almost 70 percent of the hotels consider this issue as a severe 
constraint. Preliminary ICA data suggests that electricity cuts averaged 2 hours and occurred on 
average of about 20 times a month in 2004. The equivalent output loss for manufacturers is 
estimated at 5.6 percent a year on the basis of 2004 ICA data. The loss induced is comparable to 
the SSA but is still higher than in Senegal (loss of 5.1 percent), Mali (loss of 2.7 percent) and 
most of the countries outside Africa, such as Cambodia (loss of 2.9 percent) or China (loss of 1.8 
percent).   
 
5.61. Transportation issues are extremely important in Niger. They are critical because of 
the landlocked characteristic of the country. Poor transportation inhibits Nigerien firms from 
effectively supplying and sourcing products within and outside Niger in a timely fashion, besides 
increasing production costs. 36 percent of manufacturers and 42 percent of traders consider 
transport services to be a “severe” or “major” constraint.  
 
5.62. Telecommunication problems are also acute. 29 to 38 percent of the firms in 
manufacturing and hotels consider telecommunications problems a major/severe constraint. A 
major challenge preventing the increased usage of telecommunications in the private sector is the 
high tax placed on importing IT equipment. According to the ICA (2006) report, taxes include a 
19 percent VAT, a 37 percent tax on computers and IT accessories, and a 52.54 percent tax on 
software.  
 

 
Figure 5.9: Labor Market Regulations 
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Regulatory Constraints within the Investment Climate  
 

5.63. First and foremost, labor market regulations are restrictive in Niger. Indicators of 
the regulatory quality framework provides a bleak picture of the formal labor market; 
employment constraints are huge, the employment rigidity index is 90 for Niger over a maximum 
of 100, hiring costs while not high compared to other countries is still at around 16 percent of the 
wage; they reach 30 percent in China), and firing costs are not inconsequential (equivalent of 76 
weeks of salary). Labor market regulations in Niger is weak compared to countries meeting best 
practice (see Figure 5.9). 
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5.64. The current workforce has low levels of education. Niger has the highest proportion of 
non-educated workers in the manufacturing sector according to ICA surveys for Africa -- 13.3 
percent (compared to 1.1 percent in Kenya). In addition, the share of workers with 
technical/vocational education in the manufacturing workforce is one of the lowest -- 12 percent 
(29.6 percent in Uganda). A compounding factor is that external training is not widely used by 
firms to improve the skills of their workers. Only 28.2 percent of the manufacturers provided 
external training to their employees in 2004, this number is similar to the ones for Mali and 
Senegal although significantly below the results for Kenya (47.9 percent) and Nigeria (78.2 
percent). 

 
Figure 5.10: Nominal Wages (unskilled production 

workers, US$ per month) 
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    NB. Manufacturing only, unweighted sample medians,     
    preliminary estimates for Niger. 
    Source: World Bank, Niger-ICA 2006. 

 
Figure 5.11 Labor Productivity Estimates (value 
added per worker in manufacturing at 2002 NER 

in US$) 
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    NB. Manufacturing only, unweighted sample medians,  
    preliminary estimates for Niger. 
    Source: World Bank, Niger-ICA 2006. 

 
5.65. Nominal wages in manufacturing are relatively high (see Figure 5.10). These 
combined with low labor productivity makes it hard for Nigerian manufacturers to be successful 
against foreign competition (see Figure 5.11). 
 

5.66. In addition, the regulatory burden is relatively high for firms. Firm managers spend 
about 15 percent of their time dealing with regulations and more than 12 days were spent in 2004 
to meet with officials on regulatory issues. Many regulations are still too costly and take too 
much time to comply with. For example, starting a business in Niger is expensive as the 
necessary deposit is almost 466 percent of GNI per capita. When it comes to closing a business it 
takes on average 5 years and costs 18 percent of the estate value while the recovery rate is 2.62 
cents on the dollar. Compared to the regional average (16.1), Niger’s recovery rate is relatively 
low. It takes a lot less time in neighboring countries to close a business, notably, 3.6 years in Mali 
and 2.2 years in Côte d’Ivoire, and the recovery rate of these two countries outperforms that of 
Niger, 6.4 and 14.9 cents on the dollar, respectively. Trade regulations are also an issue. In order 
to import a product it takes Burkinabé and Ghanaian firms 13 documents, 66 days for the former 
and 55 days for the latter, by contrast, a Nigerien business would need 19 different documents 
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and on average 89 days to import a product. The longest procedure an importer faces is the 
assembling and processing of import documents, which takes a total of 31 days. If these figures 
are compared with those of other countries, importers in Niger face a much larger burden than 
their neighbors -- which is unlikely to foster the development of formal trade. 
 
Access to Credit and Micro Finance Institutions 

5.67. As good infrastructure connects firms to their customers and suppliers and helps them 
take advantage of modern production techniques, a well functioning financial market connects 
firms to lenders and investors willing to fund their ventures and share some of the risks.  
 
5.68. Survey data suggests that firms hardly rely on the banking sector to finance their 
new investments or their cash-flow. Internal funds in effect cover 74 to 80 percent of firms 
financing needs. Most are short-term loans: loan’s maturity is typically less than 2 years in 
manufacturing and trade, and below 5 years for hotels. Thus, firms tend to have short-term goals 
at the expense of long-term development objectives necessary for higher economic growth and 
private-sector led growth in Niger.   
 

Figure 5.12: Perception of Corruption 
(% of firms quoting the item as a major or severe issue) 

Figure 5.13: The Cost of Corruption 
(Cost of informal payments as % of yearly 

turn-over) 
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          Note: Manufacturing only, preliminary estimates for Niger. 
         Source: World Bank, Niger-ICA 2006. 
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Governance and Corruption Issues 
 
5.69. The ICA data suggests that many firms lack confidence in the judicial system.  Only 
42 percent of firms consider judges to be impartial and non-corrupt and about 60 percent of the 
firms think that courts are unable to enforce their rulings (see Figure 5.12). Only about half of the 
firms feel that regulations are interpreted and applied in a consistent manner by the 
administration. All of this points to serious governance issues within the judiciary and the 
administration. Corruption issues compound the firms’ lack of confidence in the business 
environment and constitute a real cost which hampers firm’s competitiveness. The perception of 
corruption in Niger is one of the highest to date in recent ICA surveys. In addition, the average 
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cost of "informal payments" is estimated at 4 percent of manufacturers’ yearly turn-over (see 
Figure 5.13). 
 
C.  Contribution of the Private sector to the MDGs 

5.70. Private enterprises can contribute directly to the MDGs through increasing productivity 
and job creation or by seeking opportunities for service delivery through public-private 
partnerships. Niger’s PRSP highlights the key role that private sector should play to spur growth 
and improve the delivery of public services. It also notes the importance of improving basic 
infrastructure to facilitate growth of output and employment and increase access to the 
affordability and sustainability of basic services by the poor. Unfortunately, so far the private 
sector has barely participated in the achievement of the MDGs. In fact, there has not been an 
articulated strategy to involve the private sector. As a result, many channels through which the 
private sector could have contributed in terms of poverty reduction and other MDGs have not 
materialized.  
 
Increasing productivity and creating jobs  
 
5.71. Private firms can contribute to poverty reduction by increasing job opportunities and 
workers’ wages as a result of rising productivity gains. They can help increase the real effective 
incomes of poor people by producing essential goods and services in large-scale production and 
thus helping keep the price of these goods and services down. They can indirectly support public 
investments by providing the Government with a larger source of regular tax revenues.  
 
5.72. Against the background of the expected channels through which private firms can 
influence the MDGs in a given country, Niger fails short. Firms barely experience productivity 
gains, reflecting the undercapitalization of most of their activities and the low skill levels of their 
workers. As much of the private sector activity in Niger lies outside the formal economy, its 
contribution to the Government’s revenue (and thus the financing of public investments) remains 
marginal. Urban sources of income are limited because of its low level of urbanization. In this 
environment, manufacturing firms cannot grow and compete internationally, nor serve as a source 
of sustained economic growth. The costs of entering regional and global markets are significantly 
high for Niger’s firms -- reflecting the poor quality of infrastructure, education and health 
conditions of the labor force. Therefore, value-added production activities are less likely to take 
off and put Niger’s economy on a path of sustained growth – key to generating the much needed 
jobs and income for the urban poor. Much of the urban economy in Niger remains informal and 
focused on basic commodity trade and the very unskilled service sector.   
 
5.73. As is well known, technological advances in manufacturing industries tend to raise the 
productivity of workers, increase firm growth and, thereby generates more employment. However 
in Niger, technological learning does not occur at the level of enterprises. As the result, few 
existing manufacturing enterprises can compete internationally, therefore missing the regional 
and worldwide opportunities to expand.  
 
5.74. Another factor that limits the expansion of firms’ in particular, the informal enterprises is 
the constraints to financing. Most do not have access to credit from the banking sector. This 
prevents entrepreneurs in the informal sector to expand their businesses and climb out of poverty. 
Successful examples such as the Grameen Bank could be explored for the provision of credit to 
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the entrepreneurs.108 Public infrastructure would also be needed to enable the entrepreneurs of the 
informal sector to become the pioneers of the formal sector.  
 
Participation of the Private Sector in Service Delivery  
 
5.75. Most of the goods and services needed to achieve the MDGs are currently provided by 
the public sector. The publicly financed and managed sectors include, for example, education, 
health, and infrastructure. Private sector’s participation in service delivery is quite limited and 
often mired in issues pertaining to regulations, affordability, and infrastructure constraints.  
 
5.76. Infrastructure and Transport Services. The private sector provides transportation 
services, including trucking services, inter-urban passenger transport services, and urban 
passenger transport. However, its provision of service delivery is limited and faces a number of 
formidable constraints. There are only 10 formal road transport companies in Niger and about 
600 small informal operators with a total fleet of about 1,500 trucks. The informal truckers, many 
of which are poor and operate old trucks, are organized in the Syndicat des Transporteurs 
Marchandises du Niger (STMN) -- which sees its main role as allocating freight among its 
members through the organization of the tour de rôle system.109 This market distortion is a 
significant obstacle to the development and modernization of the trucking sector because it 
creates an incentive to keep an aging vehicle fleet in operation rather than investing in newer 
vehicles. A new Road Transportation law was drafted in 2002 but its implementation floundered 
on the fierce objection from STMN to the abolishment of the tour de rôle system. And yet, 
abandoning this system is an essential condition for promoting a general renewal of the 
dilapidated fleet of trucks and achieving a more efficient and professional trucking sector. The 
link between an effective liberalization of the regulatory environment and increased investments 
is clearly illustrated in the inter-urban passenger transport sector. Until 1999, all inter-urban 
passenger transport operators in Niger were forced to comply with a tour de rôle system as well.  
Starting in 2000, private operators were allowed to establish private terminals and to offer regular 
services outside the tour de rôle system. This liberalization has rapidly led to significant new 
investment in the sector. Today there are 5 private operators providing inter-urban passenger 
transport services using a fleet of up-to-date air-conditioned buses. Private investment in urban 
transport services is still relatively limited and mostly confined to Niamey. Most motorized public 
transport in Niamey is provided by shared taxis which are generally old and dilapidated and 
charge fares that are too high for the poor.  Minibuses could offer more affordable rates for lower-
income customers as their operating costs per seat/km are one fourth the operating costs for taxis.  
Minibuses are recent as until 2000 the urban community of Niamey did not issue authorizations 
for such vehicles. Since then some 115 minibuses are in operation accounting for 12 percent of all 
public transportation in Niamey. This mode of transportation could develop significantly if more 
authorizations are issued.  
 

5.77. Health Services. Although the Government has not yet adopted a specific policy to 
mobilize private investment in the health sector, its most recent 5-year sector plan (Plan de 
Développement Sanitaire, 2005-2009) acknowledges the potential role the private sector can play.  
                                                 
108 The Grameen Bank anchors the provision of credit to poor entrepreneurs, mainly women, not in collateral but in 
systems of accountability, supervision, participation, and peer management. Grameen estimates that 51 percent of its 
borrowers have crossed the poverty line through the income-generating activities made possible in part through these 
loans. See Grameen Trust, 2004 “Scaling up Microfinance in Millennium Project Pilot Projects”. Background Note for 
the UN Millennium Project, Dhaka.  
109 Under this system, truckers are required to queue up for cargo but in reality, it encourages trucking firms to keep 
extremely old vehicles in operation, simply to have more vehicles in the queue as “space holders”  to get a larger share 
of the freight market.  The actual transport services are then provided by the more reliable vehicles.  
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Private provision of health services has expanded considerably in the past ten years. In 1994 there 
were 30 private health centers; in 2004 it had increased to more than 200, including 3 private 
hospitals, 30 clinics and polyclinics, including private general and specialized health practices 
and small health posts. However, these private facilities are located almost exclusively in urban 
areas with a large concentration in Niamey (see Table 5.6). 
 

Table 5.6: Private Health Establishments in and outside Niamey 
 

Type of Establishment Niamey Outside Niamey % Niamey Total 
Clinics and Polyclinics 23 7 77% 30 
General Medical Practice 19 0 100% 19 
Specialized Medical Practice 13 11 74% 43 
Health Posts 81 47 63% 128 

Total 136 65 68% 201 
Source: Ministry of Heath, “Plan de Développement Sanitaire, 2005-2009”. 
 
5.78. The Government intends to promote private investment opportunities and public/private 
partnerships with the support of the Bank under the Institutional Strengthening and Health Sector 
Support Project. To achieve a truly effective leveraging of public funds with private investment in 
the health sector, several critical issues would need to be addressed: (i) the Government will need 
to adopt a comprehensive public policy to provide financial incentives to private health service 
providers to target the poor and reach out into the rural areas ; (ii) as regular funding has already 
been committed, additional funding sources would need to be identified (the potential use of 
HIPC resources could be explored); (iii) quality control of private contractors presents the 
Government with a new set of challenges, particularly in regions where patients do not have 
multiple providers to select from; (iv) the overseeing of a growing number of private contractors 
would require the establishment of an effective contract management system.    
 
5.79. Education. Private provision of education is still relatively underdeveloped in Niger. An 
estimated 4 percent of all education is provided by private schools -- compared to 14 percent in 
countries with similar income levels. Private education in Niger is primarily limited to upper 
secondary education in urban areas where an estimated 25 percent of pupils go to private schools.  
The probable cause for this concentration of private schooling is that secondary education in 
Niger is almost exclusively preserved for children of the relatively well-off. The recent World 
Bank study on post primary education entitled “Niger – Post Primary Education Study: Current 
Issues, Future Challenges and Policy Options” Washington DC, 2005) points out that the 
emphasis on primary education carries with it the risk that secondary education will be neglected 
and will result in a growing education gap at that level. The study argues that the demand for 
places in public secondary schools will far exceed supply as an increasing number of students 
will graduate from the primary school system, and concludes that a six to seven-fold increase in 
private secondary education will be required to absorb the demand (see Table 5.7). 
 
5.80. The demand for private secondary education will be especially pronounced in Niamey 
and other major cities where more parents can afford to pay private school fees.  The Government 
should support the accelerated expansion of private schooling through a public-private 
partnership which would include financial incentives.  The recent experience with a post-primary 
education project in Burkina Faso provides guidance how such a public-private partnership could 
be put into place (see Box 8). 
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Table 5.7: The Expected Role of the Private Sector in Secondary Education 
 

 2002 2015 (target) 
Private Lower Secondary Education 14,000 pupils 103,000 pupils 
Private Upper Secondary Education 5,000 pupils 15,000 – 30,000 pupils 

Source:  
 
5.81. Increased private investment in education services would free up public financial and 
human resources allowing the Government to allocate it to: (i) expand the public education 
system in rural areas where the need is the greatest; and (ii) improve the quality of the public 
education system through increased management efficiency, improved teaching facilities and 
better training of teachers. 
 

Box 8: Public Private Partnership in Education: The Burkina Experience 
 
The Burkina Faso Post-Primary Education Project (Cr. ITF N007-Bur) included a pilot component under 
which the project financed the construction and equipment of 10 schools with 4 classrooms each, and 
contracted the management of these schools to private education providers who had been selected through 
a competitive process. The schools are located exclusively in urban areas and provide lower secondary 
education.  The management contracts stipulate that the education providers are to charge school fees that 
are slightly below the fees charged by purely private schools.  Moreover, the project included a provision 
to place a small number of poor children in these schools under scholarships provided by the Ministry -- 
which are financed under the project.   

 
After two years of operation, the private education providers are expected to start paying the Ministry an 
annual amount to gradually acquire the ownership of the buildings.  These payments in turn are deposited 
into a dedicated fund managed by a local commercial bank; the fund is used as a credit guarantee for bank 
loans that are extended to private education providers who want to invest in new schools.  The program is 
managed by a special unit in the Ministry which received capacity-building support under the project. 

 
The final evaluation concluded that through this program education had expanded without a 
commensurate increase in recurring costs to the Government in the form of teacher salaries and school 
maintenance costs.  Based on the results of the pilot, the Government decided to scale up the program 
under a new Post-Primary Education Project, currently under preparation, and finance the construction of 
20 private schools. 
 
Lessons learned from the pilot program include: 

1. Public-private partnerships are a viable alternative to enhance post-primary education with low recurring 
costs to the Government 

2. A scholarship program is required to ensure equity in these private schools 
3. The private teachers need to be covered by the same teacher training program and quality inspection 

services as the public teachers. 
4. The private schools need to be subjected to the same performance evaluation and inspection systems as the 

public schools. 
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CHAPTER 6:  AID, PUBLIC INVESTMENT, GROWTH, AND THE 
MDGs: A QUANTITATIVE ANALYSIS 

 
6.1. As documented in the previous chapters, resource-scarce Niger with limited growth 
potential and stuck in the poverty trap is not on track to achieve the MDGs under the current 
macroeconomic trends (see Chapters 3 and 4). That is, despite recent progress in social indicators, 
catching-up seems unlikely. Escaping poverty and achieving the MDGs in Niger will require 
significant investments in infrastructure (with widespread spillover effects on all MDG related 
areas).  
 
6.2. One might state that in its quest to meet the MDGs, what Niger needs is more private 
investment (including foreign capital inflows). Although this is true, it is also true that private 
investment in general, and foreign investment in particular, requires certain threshold conditions 
be met, including among other variables, adequate infrastructure and a healthy and skilled labor 
force110. In fact, public investment should aim at creating these threshold conditions given that 
Niger lacks the basic infrastructure and human capital required to allow private investors to earn 
at least the minimum return on their investment.  Through its complementarity effects with private 
investment, public investment can help boost growth, increase income per capita and facilitate the 
achievement of the MDGs.  

 
6.3. The critical issue now is how much public investment is needed to meet the MDGs and 
how will it be financed? No doubt, Niger would need to increase its domestic resources to finance 
the required MDG related investments. However, in the short and medium-terms, there is a limit 
to Niger’s ability to raise the huge investments needed to increase the stock of both physical and 
human capital, put its economy on a sustainable growth path, break the poverty-trap and achieve 
the MDGs. Therefore, a “Big-Push” in foreign aid would be needed. This in turn, raises the issue 
of the capacity of Niger to manage potential adverse effects associated with relatively big inflows 
of foreign aid: absorptive capacity problems, risk of moral hazard, and Dutch Disease effects. It 
also raises the issue of efficiency of aid-funded public investment -- which is strictly linked to the 
issue of accountability, transparency, and effectiveness in the use of public resources. In other 
words, the translation of aid-funded investment flows into capital stock (a necessary condition for 
growth and the achievement of the MDGs) is conditional on the improvement in governance and 
accountability in the use of public resources.  

 
6.4. The main findings of this chapter are the following: First, an increase in foreign aid 
(grants) by 5 percentage points would result in a fall in the poverty rate, improvement in literacy 
and access to safe water and a drop in malnutrition and infant mortality. However, to halve 
poverty by 2015 a much higher increase in foreign aid is needed. There is a risk of large inflows 
of aid resulting in the “Dutch Disease” effects given the potential absorption problems. But, the 
Dutch Disease effects disappear in the long-run as supply-side effects associated with an increase 
in public and private capital formation “kick in” and reallocation effect of aid from exports to 
domestic sales materializes. Second, a cancellation of debt would result in similar effects to those 
associated with an increase in aid. But the magnitude of these effects is much lower than an 
increase in foreign aid. Third, simultaneously increasing foreign aid and the effective direct tax 
rate would lead to increase in poverty in the short-term due mainly to a decrease in private 

                                                 
110 Other variables include: (i) the rule of law for predictable contracts and relations between business and government; 
(ii) favorable tax treatment; (iii) reliable sites for operations, such as industrial zones close to seaports and airports; and 
(iv) safety (peace and security).  
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consumption per capita associated to a short-run effect of higher direct tax rate. But in long-term 
positive effects of a combined increase in foreign aid and direct tax rate result in lower poverty 
rate and improvement in all MDG indicators. Fourth, improving governance would result in 
stronger poverty reduction effects and better improvement in MDG indicators of the three policy 
experiments carried out. 
 
1.  Modeling the Effects of Foreign Aid/Debt Relief on Growth and the MDGs 

6.5. At the heart of our framework is Niger’s macroeconomic model.111 The model captures 
the links between foreign aid, the level and composition of public investment, the supply-side 
effects of public capital, growth and poverty in the context of a “typical” low-income country. It 
focuses on the fiscal and supply-side effects of aid, as well as the stock and flow effects of public 
investment---which is disaggregated into education, infrastructure, and health -- while accounting 
at the same time for potential congestion effects associated with the use of public services. It is 
designed to examine how debt relief, as well as increased aid and aid-funded levels of public 
investment, coupled with changes in the allocation of public expenditure can stimulate growth 
and lead to sustained poverty reduction.  
 
6.6. The model is extended to a broader framework that incorporates cross-country 
regressions for Sub-Saharan African countries.112 This approach allows us to link directly policy 
and endogenous variables (such as public spending on health or income per capita) to the MDGs. 
Although the model cannot account for all the MDGs in this setup (such as maternal mortality, or 
the plight of the poor living in city slums), it does explain the behavior of several important 
indicators—including the poverty rate, malnutrition, infant mortality rate, percentage of 
population with access to safe drinking water, the literacy rate and life expectancy at birth.  
 
6.7. Because it contains only one category of households, the model is silent on distributional 
issues. However, this is very much by design. The fundamental premise of this model is that the 
ability to engage in substantial income or asset distribution in Sub-Saharan Africa in general, and 
in Niger in particular is limited for a variety of reasons (including the low level of income to 
begin with), and that the key to achieving the MDGs in Niger is a substantial increase in growth 
rates.   
 
6.8. The first part of this section describes the macro model and how it is related to poverty. 
The second part explains how macroeconomic variables as well as poverty are linked with the 
other MDG indicators. Then baseline projections are reported. 
 
A.  The Macro Model 

6.9. We begin by describing the production side, which is summarized in Figure 6.1.113 The 
economy produces one composite good, which is imperfectly substitutable to an imported good. 
Domestic production requires effective labor, private capital and public investments in 
infrastructure and health. The stock of private capital is calculated by applying the standard 

                                                 
111 The model has been developed by Agénor, Bayraktar and El Aynaoui (2005), and extended by Pinto Moreira and 
Bayraktar (2005) in the context of Niger.  
112 This extension has been developed by Agénor, Bayraktar, Pinto Moreira, and El Aynaoui (2005) in collaboration 
with a team from Niger in the context of a joint World Bank-United Nations Development Program (UNDP) technical 
assistance project for Niger.  
113 See Agénor, Bayraktar, Pinto Moreira, and El Aynaoui (2005) for details. The complete version of the model is 
presented in Appendix 3. 
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perpetual inventory method. In the case of public investment, however, we account for the 
possibility that a fraction of the resources invested in investment projects may not have a positive 
impact on public capital stock. Specifically, we follow the linear specification proposed by 
Arestoff and Hurlin (2005) and relate the stock of public capital in sector h at period t, denoted 
Kh(t), to the flow of investment in h, denoted IGh, through the modified formula 
 

Kh(t) = (1 - δh)Kh(t-1) + αIGh(t-1),                                   (1) 
 
whereas δh ∈ (0,1) denotes the rate of depreciation of capital h and α ∈ (0,1) is the efficiency 
parameter. It is assumed that there is the case where inefficiency persists, or that reforms aimed at 
improving governance and eliminating mismanagement of public resources are not sufficiently 
deep. Because we do not have specific estimates of the parameter α in equation (1) for Niger, we 
chose a value of 0.5 for all categories of public capital.114 In the experiments reported below, the 
case of α = 0.8 (higher efficiency) is also considered.  
 
6.10. While public capital in infrastructure improves the productivity of the private factors used 
to generate output, public capital in health improves the quality of labor employed in production. 
Effective labor is a composite input, which is produced by the actual stock of educated labor and 
public capital in health. In order to take into account congestion effects in the provision of health 
services, the stock of public capital in health is scaled by the size of the population. To account 
for congestion effects in domestic production, lagged output is used as an indicator of the 
intensity of use of public services in infrastructure. Domestic output is allocated between exports 
and domestic sales. 
 
6.11. Population and “raw” labor grow at the same constant exogenous rate. The 
transformation of raw labor into educated labor takes place through the education system, which 
provides schooling services free of charge. A key input in this process is a composite public 
education input, which is a function of the number of teachers and the stock of public capital in 
education. But production of educated labor requires not only teachers and public capital in 
education but also access to infrastructure capital. This is a crucial feature of the model. As 
documented by Brenneman and Kerf (2002), many recent microeconomic studies have found a 
positive impact of infrastructure services on educational attainment, possibly through an indirect 
improvement in health indicators. A better transportation system and a safer road network 
(particularly in rural areas) help to raise school attendance. Greater access to safe water and 
sanitation enhance the health of individuals, increasing their ability to learn. Electricity allows 
more time to study and more opportunities to use electronic equipment that may improve the 
learning process. As far as we know, our model is the first to account for these effects in a 
quantitative macroeconomic framework.115 This adds an important channel of transmission of 
public investment to growth, through human capital accumulation. 
 
6.12. A congestion effect is introduced in the stock of public capital in education through raw 
labor, which captures pressure on the education system. Educated labor is employed either in the 
production of goods, or as government employees.  
 

                                                 
114 This is consistent with Pritchett’s (1996) estimate that half of all capital outlays are wasted in developing countries. 
It also corresponds to the mid-point of the range of values—between 0.4 and 0.6—estimated by Arestoff and Hurlin 
(2005). 
115See Agénor (2005c, 2005d) for a formal analysis of the implications of this specification in endogenous growth 
models. As discussed by Agénor (2005f), infrastructure may also have a significant impact on the production of health 
services.  
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6.13. Income from production is entirely allocated to a representative household, who holds the 
totality of domestic public debt and receives interest payments on it. It also receives government 
wages and salaries, unrequited transfers from abroad and pays interest on its foreign debt. 
Disposable income is obtained by subtracting direct taxes from total income. Total private 
consumption is a constant fraction of disposable income—an assumption that reflects the large 
body of evidence for low-income countries suggesting either tight liquidity constraints or short 
planning horizons (see Agénor (2004, Chapter 2).  
 
6.14. Private investment is a 
function of the rate of growth in 
domestic output, private foreign 
capital inflows, and the stock of 
public capital in infrastructure. The 
latter variable captures the existence 
of a “complementarity” effect—by 
increasing the productivity of 
private inputs (or by reducing 
adjustment costs) a higher stock of 
public capital in infrastructure raises 
the rate of return on capital and 
leads to an increase in private 
investment.116  
 
6.15. Total demand for goods 
sold on the domestic market is the 
sum of private and public spending 
on final consumption and investment. Goods bought and sold on the domestic market are the 
combination of imported goods and domestically-produced goods. The domestic good is 
imperfectly substitutable with the foreign good, and its relative price is endogenous. As a result, 
the model allows us to analyze potential Dutch disease effects that may be associated with large 
aid flows in a fixed-exchange rate economy such as Niger through increases in domestic prices. 
 
6.16. Aid, defined only as grants is linked to the government budget through various channels 
(see Figures 6.2 and 6.3). The government collects taxes and spends on salaries, goods and 
services, interest payments, and accumulates public capital. Aid is accounted for “above the line.” 
It is therefore a potential substitute to domestic sources of revenue. The deficit is financed 
through domestic borrowing and foreign borrowing (concessional or not). Taxes are defined as 
the sum of direct, domestic indirect, and international (import) taxes. Total public investment is 
allocated (using fixed fractions) between health, education, and infrastructure. The effective 
direct tax rate is negatively related to the aid-to-GDP ratio, and positively to total government 
expenditure. Aid captures therefore an adverse effect of foreign assistance on fiscal effort. The 
effective indirect tax rate is also negatively related to aid. Current non-interest expenditure on 
goods and services is assumed to be constant as a proportion of GDP.  
 

                                                 
116See Agénor, Nabli and Yousef (2005) for a detailed discussion of these effects and a review of the empirical 
evidence for developing countries. 

 
Figure 6.1:  Public Capital and Production 
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Source: Agénor, Bayraktar, Pinto Moreira, and El Aynaoui (2005). 
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6.17. Total public investment is 
positively related to both tax 
revenue (a measure of the capacity 
to raise domestic resources) and 
foreign aid. To account explicitly 
for the implications of a higher 
capital on stock on recurrent 
spending (and thus financing 
needs), maintenance expenditure is 
related to depreciation of all stocks 
of public capital.117  Accounting for 
“required” maintenance outlays is 
important. Inadequate funding for 
maintenance has been a chronic 
problem in many developing 
countries resulting in rapid decay of 
public capital such as roads and 
power grids. 
 
6.18. The financing constraint of the government implies that the budget balance is financed 
through domestic and foreign borrowing. From the household budget constraint, private savings 
is determined by a constant saving rate and disposable income. 
 
6.19. The balance of payments is 
obtained by subtracting foreign 
interest payments and changes in 
net foreign assets of the central 
bank from the sum of net exports, 
private and public capital flows, aid, 
and unrequited transfers from 
abroad. The stocks of private and 
public foreign debt are obtained by 
adding the current period capital 
flow to the debt level of the 
previous period.  
 
6.20. The price of the composite 
good is a function of the price of the 
domestically-produced good and the 
domestic-currency price of imports 
(defined as the product of the 
nominal exchange rate and the world price of imports, inclusive of tariffs). Market equilibrium 
requires equality between total supply of goods on the domestic market and aggregate demand for 
these goods, which in turn determines the equilibrium (composite) price. The price of the 
                                                 
117We do not account here for “feedback” effects of maintenance expenditure, most notably on the rate of depreciation 
of the public capital stock as well as on the durability of private capital (all depreciation rates are assumed constant). 
The key idea in the latter case is that maintaining the quality of roads, for instance, enhances the durability of trucks 
and other means of transportation used by the private sector to move labor and goods. Similarly, with a more reliable 
power grid, electrical equipment may last longer. See Agénor (2005e) for a formal analysis of the implications of 
endogenizing depreciation rates. 

 
Figure 6.2:  Impact of Foreign Aid 
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Figure 6.3:  Government Budget 

 

Aggregate 
demand

Private disposable 
income

Maintenance

Overall government 
deficit

Foreign 
borrowing 

Interest 
payments

Non-interest
expenditure

Tax
revenues

Public 
investment

Consumption 
investment

Domestic
borrowing 

Aid

Transfers
Public 
capital

 
 

Source: Agénor, Bayraktar, Pinto Moreira, and El Aynaoui (2005). 
 



114 

 

domestic good on the domestic market, however, is assumed to adjust only gradually to its 
equilibrium value. Finally, the domestic-currency price of exports is equal to the exchange rate 
times the world price of exports. 
 
B.  Links with the MDGs 

6.21. Figure 6.4 summarizes the approach to link the model to the MDGs. Six of the MDG 
indicators are integrated: the poverty rate, the literacy rate, infant mortality, malnutrition, life 
expectancy and access to safe water. A key feature of the model is that the MDG indicators also 
interact with each other in a way that is made precise through cross-country regressions. Table 
6.1 presents the values of these MDG indicators for Niger and Sub-Saharan Africa. 
 
6.22. The poverty rate is linked 
directly to the macroeconomic 
model. Specifically, the model is 
linked to poverty through partial 
growth elasticities relating the 
poverty indicator to consumption 
since recent household survey is not 
currently available for Niger.  This 
method consists of relating the 
poverty rate to the growth rate of 
real private consumption per capita, 
as derived from the model. In the 
absence of a more precise country 
estimate (as in the case of Niger 
discussed later), we use three partial 
elasticity values: a “neutral” or 
central value of -1, a “low” value of 
-0.5, and a “high” value of -1.5. 
These values are consistent with the 
range of evidence on the “growth 
elasticity” of poverty for Sub-
Saharan Africa -- and can be changed if needed. For instance, the value -0.5 is close to the 
estimate obtained by Besley and Burgess (2003, Table 2) for Sub-Saharan Africa, and by 
Christiansen, Demery, and Paternostro (2003, Table 4) for Ethiopia and Zambia. In addition, we 
also use the “adjusted” elasticity formula proposed by Ravallion (2004, pp. 12-13). With a Gini 
coefficient equal to 50.5 for Niger, the formula gives an elasticity of -1.13.118 
 
6.23. The literacy rate, which is defined as the ratio of educated labor to total population is also 
a direct output of the model. It is only an approximation to the conventional definition, which is 
the proportion of the literate population aged 15 years and over.  
 
6.24. All other MDG indicators (malnutrition, infant mortality, life expectancy, and access to 
safe water) are linked to the model through cross-country regressions which allow us to alleviate 
the lack of observations at the level of individual countries. We use a cross-section estimation 
technique in order to focus on long-run relationships. Given that all the MDG indicators 

                                                 
118 The elasticity formula proposed by Ravallion (2004) is -9.3*(1-Gini)^3 = -1.13 where Gini index is 50.5 for Niger. 

 
Table 6.1: Niger - MDG Indicators, 1990 and 2002 

 

1990 2002 1990 2002

Poverty rate
(% of the population living below $2 per day) 63 63.0 44.7 55.5

(in 1993)  (in 2003)

Literacy rate 11.4 17.1 48.5 60.3
(% of educated labor in total population)

Infant mortality 191 155.0 104.2 96.3
(Infant mortality rate per 1000 live births)

Malnutrition 42.6 40.1 27.8 26.3
(Malnutrition prevalence, weight for age) (in 1992) (in 2000)

Life expectancy 42.1 46.2 50.6 48.2
(Life expectancy at birth, years )

Access to safe water 53.0 59.0 59.1 60.5
(Percentage of population with access to safe water) (in 2000)

Note: Sub-Saharan countries exclude South Africa and oil-exporting countries.

Niger Sub-Saharan Africa

 
   Source: Agénor, Bayraktar, Pinto Moreira, and El Aynaoui (2005). 
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considered here tend to change slowly over time, this seems to be a more sensible strategy than 
using, say, dynamic panel techniques.119   
 
6.25. Malnutrition prevalence is 
linked to the model through real 
consumption per capita, the poverty 
rate, and public spending on 
health.120 While increasing 
consumption per capita and public 
spending on health reduces the 
incidence of malnutrition, an 
increase in the poverty rate raises it. 
Infant mortality is inversely related 
to poverty, and positively related to 
real income per capita and public 
spending on health.121 Thus, 
declining poverty may not be 
sufficient to decrease infant 
mortality if public investment in 
health is not increasing 
sufficiently.122  
 

6.26. Public spending on health 
also has a positive effect on life 
expectancy -- which can be viewed as a “summary” indicator of the goal of combating diseases. 
Besides public investment in health, lower poverty rates and higher real income per capita also 
tend to increase life expectancy.  
 
6.27. The share of population with access to safe water is taken to be a function of population 
density, real income per capita, and public spending on infrastructure. The effect of population 
density on access to safe water is positive because the cost of building infrastructure capital tends 
to drop with higher density. Similarly, increasing real income per capita raises the share of 
population with access to safe water, possibly as a result of “demand” pressures. And naturally 
enough, public investment in infrastructure raises access to safe water—both directly and 
possibly indirectly as well, through its impact (captured in the model) on real income per capita. 
 
6.28. To provide a synthetic view on progress toward achieving the MDGs, we also calculate a 
composite index by taking an unweighted geometric average of all the individual indicators 
defined earlier—the literacy rate, life expectancy, access to safe water, as well as the inverse of 

                                                 
119 These regressions are discussed in detail in Appendix 3. 
120 See Broca and Stamoulis (2003) for a more general discussion of the micro and macro-determinants of malnutrition. 
Our results are consistent with those of Smith and Haddad (1999), who used data from 63 countries in five regions 
(covering 88 percent of the developing world’s population over the period from 1970-95) to analyze the determinants 
of child malnutrition, as measured by the percentage of underweight children under five. They found that growth in per 
capita national income (which is closely correlated with consumption per capita) contributed to half the reduction in 
child malnutrition over this period. 
121 In general, one would expect infant mortality to be also determined by malnutrition prevalence. We did not, 
however, introduce this link because we could not find empirical support for it in our cross-country regressions. 
122 Another important effect of increasing public spending on health (as noted earlier) is that it raises effective labor, 
which improves efficiency, thus economic growth. Note: due to lack of data, our regressions use “flows” rather than 
“stocks” of public expenditure. 
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the poverty rate (as obtained in the “neutral elasticity” case), malnutrition prevalence, and infant 
mortality. Thus, a rise in the index indicates overall progress toward achieving the MDGs. 
 
C.  Baseline Projections 

6.29. We first established a baseline projection using the macro framework described earlier, 
based on assumptions that reflect recent trends regarding aid, prices of exports and imports, 
capital flows, and so on. In particular, the aid-to-GDP ratio is assumed to remain constant at 16.9 
percent until 2015, and foreign-currency prices of exports and imports are assumed to grow at the 
same rate so that net gains in the terms of trade are excluded. Domestic borrowing is kept at 1 
percent of GDP (the value observed in the base period) and tax rates that are exogenous are also 
kept constant except in the policy experiment related to the increasing indirect tax rate.  
 
6.30. We first assume that public investment is “partially efficient”, in the sense that one CFA 
invested translates only in half increase in the public capital stock. This corresponds to the case 
where α = 0.5 in equation (1). The implicit assumption behind the baseline scenario is that in the 
coming years Niger may not be able to fully implement institutional reforms that will help 
improve governance, strengthen management of public resources, reduce corruption, and 
eliminate much of the waste that characterized capital outlays in the past. 
 

 
Table 6.2: Niger - MDG Indicators, Baseline Results for 2007-15 (Efficiency Parameter = 0.5) 

 

1990 2007 2008 2009 2010 2011 2012 2013 2014 2015

Poverty rate (2003 = 63)
(% of the population living below $2 per day) 63.0 1/
   Consumption per capita growth elasticity of -0.5 65.2 64.0 62.7 61.4 60.2 59.1 58.1 57.2 56.3
   Consumption per capita growth elasticity of -1.0 67.3 64.7 62.1 59.6 57.3 55.2 53.3 51.6 50.1
   Consumption per capita growth elasticity of -1.5 69.2 65.2 61.3 57.5 54.2 51.2 48.6 46.3 44.2
   Ravallion's (2004) adjusted elasticity (Gini = 50.5) 67.8 64.9 61.9 59.1 56.5 54.1 52.0 50.2 48.5

Literacy rate 11.4 20.3 20.9 21.5 22.1 22.7 23.3 23.8 24.3 24.8
(% of educated labor in total population)

Infant mortality (2002=155) 191 156 150 145 140 136 132 128 125 122
(Infant mortality rate per 1000 live births)

Malnutrition (2000=40.1) 42.6 2/ 41.2 40.5 39.9 39.2 38.5 37.9 37.4 36.9 36.4
(Malnutrition prevalence, weight for age)

Life expectancy (2002 = 46.2) 42.1 46.7 47.1 47.5 47.9 48.2 48.5 48.8 49.1 49.4
(Life expectancy at birth, years )

Access to safe water (2000=59) 53.0 57.9 58.3 58.8 59.2 59.5 59.9 60.2 60.5 60.8
(Percentage of population with access to safe water)

COMPOSITE MDG INDICATOR (2005 = 100) 103.3 105.7 108.2 110.6 113.0 115.3 117.4 119.4 121.3
(A rise denotes an improvement)

Aid and external debt indicators
   Foreign aid (in % of GDP) 16.9 16.9 16.9 16.9 16.9 16.9 16.9 16.9 16.9
   Aid (in % of total government revenue) 61.5 61.6 61.6 61.6 61.5 61.5 61.4 61.4 61.3
   External debt (in % of GDP) 60.3 57.9 55.8 54.1 52.8 51.9 51.3 51.1 51.0
   Interest payments on external public debt (in % of GDP) 0.5 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4
   Interest payments on external public debt (in % of exports) 3.0 2.9 2.9 2.9 3.0 3.0 3.1 3.2 3.3

Projections

 
               Source: Calculated based on Niger’s macroeconomic model. 
               Note: The “adjusted” elasticity formula proposed by Ravallion (2004) is -9.3*(1-Gini)^3 = -1.13 where Gini     
               index is 50.5 for Niger. 
               Malnutrition prevalence is in % of children under 5. 
               1/ The observation year is 1993. 
               2/ The observation year is 1992. 
 
6.31. Baseline projections for the MDGs are shown in Table 6.2 for the period 2007-15.  The 
results show that poverty drops throughout the simulation period. As shown in Table 6.2, the 
headcount index decreases in the “best” case (a consumption growth elasticity of -1.5) by 18.8 
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percentage points, down to 44.2 percent in 2015, from an estimated 63 percent in 2003. However, 
in the Besley-Burgess case (a consumption growth elasticity of -0.5), the poverty rate drops by 
only 6.7 percentage points only over the same period. Thus if current trends were to be 
maintained, the MDG of halving poverty would not be achieved by 2015. Indeed, in these 
circumstances, relative to 2003, it would take 20 years (or a target date of 2023) in the high 
elasticity case, or 56 years (or a target date of 2059) in the Besley-Burgess case, for Niger to 
reduce its poverty rate in half. 
 

 
Table 6.3: Niger – Time Required to Reach the MDG of Halving the Poverty Rate 

 (Efficiency Parameter = 0.5) 
 

2003 2015
Percentage 
point decline

Time required to reach the MDG 
of halving the poverty rate

Corresponding year

Ravallion’s Adjusted elasticity (Gini = 50.5) 63% 48% 15% 26 years 2029
Elasticity of -0.5 63% 56% 7% 57 years 2060
Elasticity of -1.0 63% 50% 13% 29 years 2032
Elasticity of -1.5 63% 44% 19% 20 years 2023  
Source: Authors calculations based on simulations reported in Table 6.2. 
 
 
6.32. Regarding the other MDG indicators reported in Table 6.2, the literacy rate (defined as 
the ratio of educated labor to total population) increases from 17.1 percent in 2003 to 24.8 in 
2015, as a result of an increase in public investment in education and infrastructure combined 
with an increasing number of teachers. Whereas infant mortality drops from 155 in 2002 to 122 in 
2015, malnutrition prevalence drops only slightly from 40.1 percent in 2000 to 36.4 percent in 
2015. These improvements are a result of a combination of factors, reduction in poverty, 
increased public investment in health, and higher GDP and private consumption per capita.123 For 
similar reasons, life expectancy also increases, from 46.2 in 2002 to 49.4 in 2015.  
 
6.33. The last individual indicator: the percentage of population with access to safe water rises 
from 59 percent in 2000 to 60.8 percent in 2015 as a result of increasing public investment in 
infrastructure along with higher GDP per capita and population density -- all of which are 
estimated to have a positive effect on access to safe water. In sum, the MDG indicators improve 
sharply in Niger; the composite MDG index (which is defined as a geometric average with base 
2005 = 100 for convenience) shows a significant overall improvement, increasing by 21.3 
percentage points. But again, despite these improvements, Niger will not be able to achieve the 
MDG targets by 2015 based on recent trends. In particular, halving poverty and malnutrition by 
2015 will require determined effort.  
 
6.34. Table A3.2 in Appendix 3 presents detailed information on the baseline projections for 
the period 2007-2015. The results indicate that income per capita rises. The composite prices 
adjust gradually; it increases at first and then starts falling at a decreasing rate. Given the fixed 
nominal exchange rate and the constancy of import prices, the real exchange rate appreciates at 
first, but then it depreciates as the rate of composite prices becomes lower. Despite initial 
appreciation, exports in real terms increases since it is assumed that domestic sales adjust 
partially as output grows. But the share of domestic production allocated to exports falls overtime 
as domestic sales adjust. On the other hand, imports in real terms increase with the real 
appreciation of the currency, but they start rising at a decreasing rate due to partial adjustment as 
the real exchange rate depreciates. As exports increase, the trade deficit stays the same initially, 
but then increases to 10.1 percent in 2015. The slightly-decreasing overall fiscal balance causes 

                                                 
123The elasticity used to link poverty and the MDGs corresponds to the “neutral” case of unity.  
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foreign borrowing needs and external interest payment to fall. Both decreasing interest payments 
and trade deficit improve the current account. The share of educated labor increases as the public 
capital stock in education and infrastructure rises. Increasing public capital also improves the 
growth rate of output with a lag. Despite increasing public investment, the ratio of public 
investment to GDP stays the same since GDP increases as well. The share of private investment 
in GDP falls from 6.4 percent of GDP in 2007 to 4.8 percent in 2015 since nominal GDP 
increases relatively more. 
 
2.  Policy Simulations 

6.35. Given the baseline scenario suggests that achieving the MDGs by 2015 is unfeasible 
based on current trends, three policy experiments are considered: the first is a permanent increase 
in the ratio of foreign aid to GDP by 5 percentage points; the second is a complete write-off of the 
outstanding stock of foreign debt; and the last one is a direct tax reform combined with a higher 
level of aid to GDP ratio.124 All shocks are assumed to occur in 2007.  
 
A.  Increase in Foreign Aid 

6.36. Table A3.3 in Appendix 3 presents the deviation from the baseline following a 5 
percentage point increase in the aid-to-GDP ratio. The direct effect of the increase in aid is on the 
budget. Higher inflows of aid are associated with a permanent improvement in the fiscal balance, 
as it adds to government resources. The overall fiscal balance improves by about 3.5 percentage 
points of GDP on average over 2007-15, as a result of the increase in total revenue exceeding the 
increase in government expenditure. On the one hand, total revenue increases on average by 
about 4.4 percentage points of GDP over the period. On the other, additional revenue allows the 
Government to increase investment outlays. Government’s spending on maintenance increases as 
well.  
 

6.37. The increase in aid raises public investment by 1.4 percentage points in 2007. The order 
of the rise then declines gradually over time reflecting the decline in domestic tax revenue. The 
increase in public investment raises over time the stock of public capital in infrastructure which 
tends to raise private investment. The increase in the stock of public capital in infrastructure and 
private capital tends to increase the marginal productivity of all other production inputs. As a 
result, the growth rate of output per capita at factor cost tends to increase gradually, reaching 0.5 
percentage points by 2015.  
 
6.38. The increase in private capital accumulation tends to raise the demand for educated labor, 
because private capital and educated labor are complementary factors in the production process. 
At the same time, the rise in public investment in education and infrastructure leads to an increase 
in the stock of capital in education and the “public education input”, and therefore to a higher 
“output” of educated workers. As a result, the ratio of educated workers to population increases at 
0.7 percentage points higher compared to its level in the baseline. 
 
6.39. The increase in the stock of public capital in health raises the efficiency of educated labor 
in production. At the same time, as noted earlier, the increase in public capital in infrastructure 
raises the marginal productivity of all production factors. The productivity gains associated with 
the combined effect of improved “effective labor” and increased marginal productivity contribute 
to higher domestic output, which in turn increases consumption spending and lowers poverty. The 
                                                 
124More details on these experiments are provided in Agénor, Bayraktar and El Aynaoui (2005) and Pinto Moreira and 
Bayraktar (2005). 



119 

 

growth rate of real disposable income per capita increases cumulatively (in line with output), 
reaching 0.74 percentage points by 2015. This leads to a rise in real private consumption per 
capita of almost the same magnitude.  
 
6.40. Another immediate macroeconomic effect of an increase in aid is an increase in 
aggregate demand. This, in turn, puts upward pressure on domestic prices. Given that the nominal 
exchange rate is fixed, the real exchange rate appreciates -- which tends to dampen exports (and 
to raise sales of the domestically-produced good on the domestic market) and increase imports. 
The magnitude of these effects is, however, dampened by the fact that prices adjust only partially 
in the short run, whereas the reallocation of output, as well as the composition of demand, 
changes only gradually. Put differently, there is indeed a “Dutch Disease” effect, but its 
magnitude is not large. After an initial appreciation, the real exchange rate depreciates as a result 
of a reduction in domestic prices throughout the simulation period. Indeed, the price of the 
composite good falls by an average of more than 0.1 percentage points over 2007-09. This 
declining trend continues throughout the period as a result of a supply response dominating the 
rise in aggregate demand associated with higher government spending and private expenditure. In 
turn, the fall in the price of domestic goods results in a shift toward exports in real terms over 
time. At the same time, the buoyancy of domestic activity and higher private expenditure translate 
into a rise in imports. The increase in imports exceeds the expansion of exports, and the trade 
balance deteriorates.  
 

Box 9: The Dutch Disease: May be a Short-Term Pain, but not a Terminal Illness 
 
Large inflows of foreign aid, even when they are used to finance public investment rather than 
consumption, often raise concerns associated with their potential effect on the real exchange rate—the so-
called Dutch disease effect. An increase in aid that is spent (at least in part) on domestic nontraded goods 
tends to raise domestic prices through its impact on aggregate demand. Moreover, under a flexible 
exchange rate, it also leads to a nominal exchange rate appreciation through the increased supply of foreign 
currency. Through both channels, the real exchange rate tends to appreciate, thereby weakening the 
competitiveness of the country's export sector. This is often described as the “spending effect” of aid. But 
factor inputs will also shift into the production of domestic nontraded goods to match the increase in 
domestic demand -- thereby creating a “resource movement effect.” The reallocation of labor toward the 
nontraded goods sector may raise real wages in terms of the price of tradable goods, which in turn may 
compound the adverse effect of the initial real appreciation on the export sector. 
However, recent research on the Dutch disease effects has emphasized the importance of distinguishing 
between short and long-run effects in assessing the impact of aid on the real exchange rate. In the short 
term, the immediate effect of an aid inflow may well be a real appreciation via the channels identified 
earlier. Over time, however, at least two other effects may come into play.  
The first is productivity effects. A shift in resources away from sectors producing tradable goods (such as 
manufacturing) may have an adverse effect on a country's long-term growth prospects by reducing the 
“effective” rate of human capital accumulation, if these sectors generate learning-by-doing externalities. 
But if learning-by-doing effects are strong in the nontradable sector, and learning spillovers between 
sectors are important, the productivity and growth effects would operate in the opposite direction. Indeed, if 
the productivity gains are large enough it is possible for the real exchange rate to depreciate in the long run, 
despite appreciating in the short term, and for output of tradables to increase, instead of contracting.  
The second effect relates to the impact of aid on public investment. If aid has a direct effect on public 
investment in infrastructure (as is the case for project aid), and public capital raises the productivity of 
private inputs as well as the rate of private capital accumulation through a complementarity effect (see Box 
4), the longer-run effect on the real exchange rate may be in principle ambiguous. Thus, when the dynamic 
effects of foreign aid are taken into account, short-run concerns with the Dutch disease may well be 
overstated.  
How important are Dutch disease effects in practice? The evidence is somewhat mixed. While some studies 
have found evidence of sharp increases in aid inflows resulting in an appreciation of the real exchange rate, 
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Box 8 continues … 
 
with adverse effects on the tradable sectors, others have been less conclusive. Among the countries where 
persistently high levels of aid has indeed been accompanied by real currency appreciation and declining 
output of traded goods is Tanzania. During the 1990s, as aid inflows averaged around 20 percent of GDP a 
year in Tanzania the tradable sector shrank by about 15 percentage points of GDP. Of course, considerable 
care is needed in interpreting these figures. First, it is difficult to disentangle the effects of aid from those of 
other factors (such as macroeconomic policies) affecting the real exchange rate and the output of traded 
goods. Second, reverse causation is possible—for instance, if donors provide additional aid to compensate a 
poor country for a collapse in its export earnings. 
Simulation studies based on structural macroeconomic models in which the supply-side effects of aid are 
taken into account have shown indeed that the short-run appreciation of the real exchange rate may be 
highly mitigated, if not reversed, in the long run. Agénor, Bayraktar, and El Aynaoui (2006), and Pinto 
Moreira and Bayraktar (2006), have both shown (in the case of Ethiopia and Niger, respectively), that while 
an increase in aid inflows may indeed cause an appreciation in the short term, this effect tends to disappear 
over time once the effects of the increase in aid on public capital accumulation (particularly in 
infrastructure) start to “kick in.” 
Nevertheless, to the extent that policymakers are concerned about Dutch disease effects (particularly where 
aid accounts for a very large share of national income), it is important to design appropriate policies to 
prevent them from offsetting the positive impact of aid on growth (through public investment, for instance). 
In general, the policy response depends on whether the aid inflow is permanent or transitory. If the inflow 
is temporary, the adverse effect on the export sector may well be short-lived. In that case, policymakers 
may seek to mitigate the real appreciation and the shift in production from the tradable to the nontradable 
sector by pursuing appropriate macroeconomic policies—for instance, through sterilized foreign exchange 
intervention, or by increasing the share of aid-financed government spending on tradable goods. By 
contrast, if the aid inflow is permanent, macroeconomic policies are not sufficient and must be 
supplemented by adequate structural policies. These policies include measures aimed at increasing 
productivity in the nontradable goods sector (possibly through privatization and restructuring) and 
retraining opportunities for laid-off workers. To the extent that, as indicated earlier, spillover effects exist 
between sectors, the longer-run effect of aid inflows may well be currency depreciation and an expansion 
of the tradable sector. 
In sum, even though the Dutch disease may cause some “pain” in the short run (as is the case with almost 
any disease) it does not have to be a “terminal illness.” Prudent macroeconomic management, coupled with 
improvements in public sector management to ensure a good allocation of aid flows (toward investment in 
infrastructure, health and education, rather than consumption) may spur growth in the longer run and speed 
up the achievement of the MDGs. 
 
6.41. A key feature of this simulation is that the potential Dutch Disease effect generally 
associated with an increase in aid materializes only in the short run. As discussed at length by 
Agénor, Bayraktar, and El Aynaoui (2006), an increase in aid has both supply and demand 
side effects, which imply that the net effect of a change in aid has, in general, an ambiguous 
effect on the real exchange rate. The demand side effect of aid is stronger initially and the real 
exchange rate appreciates with rising domestic prices. But then the supply-side effects of the 
increase in public and private capital formation become large enough to offset the adverse effect 
of the rise in aggregate demand on prices; thus, prices come down over time. In addition to the 
supply-side effects, the reallocation effect of aid from exports to domestic sales (due to initially 
appreciating real exchange rate) also helps reduce the pressure on domestic prices. The net effect 
of aid in the long run is a reduction in domestic prices, a real depreciation, and a rise in exports in 
real terms. 
 
6.42. The effects of this experiment on the MDGs are shown in Table 6.4. The headcount index 
based on a partial elasticity of -1.5 falls by 38 percentage points, from an estimated 69.2 percent 
in 2007 to 40.6 by 2015. However, with an elasticity of -0.5, the drop is 9.4 percentage points, 
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and poverty is estimated at 55.8 percent in 2015. Thus even in the high elasticity case of -1.5, the 
simulation suggests that a 5 percentage-point increase in aid cannot reduce poverty by half 
between 2007 and 2015. But the simulation also suggests that to halve poverty in Niger by 2015, 
foreign aid would need to be increased by more than 17 percentage points of GDP in the Besley-
Burgess case of a consumption growth elasticity of -0.5. Given the baseline assumptions, this 
would bring the aid-to-GDP ratio to almost 34 percent. Clearly, in this scenario, absorption 
problems are bound to happen, making such increases in aid unfeasible in the very short run. 
 
6.43. As noted earlier, because the increase in public capital in education and infrastructure 
leads to the production of a higher number of educated workers, the literacy rate increases by 5.2 
percentage points, from an estimated 20.3 percent in 2007 to 25.5 percent by 2015. The incidence 
of child malnutrition also falls, both directly and indirectly. The increase in Government 
resources associated with a rise in aid increases public investment and capital in health, whereas 
the increase in real private consumption per capita tends to reduce poverty; both effects tend to 
reduce malnutrition. Given the estimated parameters, the net effect is a drop in this indicator, by 
6.5 percentage points by 2015 (from 41.2 percent in 2007 to 34.7 percent in 2015). 
 
Table 6.4: Niger - 5 Percentage Point Increase in Aid-to-GDP Ratio, Simulation Results for 2007-15 

(Absolute deviations from baseline, efficiency parameter = 0.5) 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015

Poverty rate (2003 = 63)
(% of the population living below $2 per day)
   Consumption per capita growth elasticity of -0.5 -0.2 -0.4 -0.5 -0.7 -0.9 -1.0 -1.2 -1.4 -1.5
   Consumption per capita growth elasticity of -1.0 -0.5 -0.8 -1.1 -1.4 -1.7 -2.0 -2.2 -2.5 -2.7
   Consumption per capita growth elasticity of -1.5 -0.8 -1.2 -1.7 -2.0 -2.4 -2.8 -3.1 -3.3 -3.6
   Ravallion's (2004) adjusted elasticity (Gini = 50.5) -0.6 -0.9 -1.3 -1.6 -1.9 -2.2 -2.5 -2.7 -3.0

Literacy rate 0.0 0.0 0.0 0.1 0.2 0.3 0.4 0.5 0.7
(% of educated labor in total population)

Infant mortality (2002=155) -5 -5 -5 -5 -6 -6 -6 -7 -7
(Infant mortality rate per 1000 live births)

Malnutrition (2000=40.1) -1.3 -1.2 -1.3 -1.3 -1.4 -1.4 -1.5 -1.6 -1.7
(Malnutrition prevalence, weight for age)

Life expectancy (2002 = 46.2) 0.7 0.7 0.7 0.7 0.8 0.8 0.8 0.9 0.9
(Life expectancy at birth, years )

Access to safe water (2000=59) 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.4 0.4
(Percentage of population with access to safe water)

COMPOSITE MDG INDICATOR 1.6 1.7 1.9 2.2 2.6 3.0 3.4 3.9 4.3
(A rise denotes an improvement)

Aid and external debt indicators
   Foreign aid (in % of GDP) 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0
   Aid (in % of total government revenue) 6.6 6.8 7.0 7.0 7.1 7.2 7.2 7.3 7.3
   External debt (in % of GDP) -5.6 -9.0 -12.0 -14.5 -16.8 -18.9 -20.7 -22.5 -24.1
   Interest payments on external public debt (in % of GDP) 0.0 0.0 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2
   Interest payments on external public debt (in % of exports) 0.0 -0.2 -0.4 -0.5 -0.7 -0.9 -1.0 -1.2 -1.4

Projections

 
                     Source: Calculated based on Niger’s macroeconomic model. 
 
6.44. The reduction in poverty and the rise in public capital in health are associated with a 
reduction in infant mortality, which falls from an estimated 156 per 1000 live births in 2007 to 
115 in 2015. Life expectancy also improves, from an estimated 46.7 years in 2007 to 50.3 years 
in 2015. Increasing real income per capita, as well as public capital in infrastructure leads to an 
increase in access to safe water from 57.9 percent in 2007 to 61.2 percent in 2015. Overall, by 
2015 the composite MDG index improves by about 4.3 percentage points relative to the baseline 
scenario. 
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B.  Cancellation of External Debt 

6.45. Following recent decisions by G-8 countries, debt cancellation is at the forefront of the 
policy agenda for many LICs. Niger has recently qualified for the Multilateral Debt Relief 
Initiative (MDRI). For this experiment, it is assumed that the outstanding stock of Niger’s 
external debt is cancelled in 2007, and that in the following years “new” borrowing occurs only at 
a very low effective interest rate, of 0.2 percent.125 It is assumed that the savings associated with 
lower interest payments (which represent about 0.47 percent of GDP in 2007) are reallocated 
entirely towards public investment. 
 
6.46. Table A3.4 in Appendix 3 presents the deviation from the baseline after external debt 
relief. On impact, debt relief has a slight effect on the budget and aggregate demand. The overall 
fiscal balance improves only by about 0.6 percentage points of GDP.126 Public investment 
increases by 0.4 percentage points in 2007. The order of the rise then declines gradually over 
time, reflecting the decline in domestic tax revenue. The increase in public investment slightly 
raises over time the stock of public capital in infrastructure which tends to raise private 
investment. Over time, because public investment increases, public capital in infrastructure, 
education and health also increase, generating positive supply-side effects.  
 

Table 6.5: Niger - External Debt Cancellation in 2007, Simulation Results for 2007-15 
(Absolute deviations from baseline, efficiency parameter = 0.5) 

 

2007 2008 2009 2010 2011 2012 2013 2014 2015

Poverty rate (2003 = 63)
(% of the population living below $2 per day)
   Consumption per capita growth elasticity of -0.5 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2 -0.3 -0.3 -0.4
   Consumption per capita growth elasticity of -1.0 -0.1 -0.2 -0.3 -0.3 -0.4 -0.5 -0.5 -0.6 -0.6
   Consumption per capita growth elasticity of -1.5 -0.2 -0.3 -0.4 -0.5 -0.6 -0.6 -0.7 -0.8 -0.9
   Ravallion's (2004) adjusted elasticity (Gini = 50.5) -0.1 -0.2 -0.3 -0.4 -0.4 -0.5 -0.6 -0.6 -0.7

Literacy rate 0.0 0.0 0.0 0.0 0.1 0.1 0.1 0.2 0.2
(% of educated labor in total population)

Infant mortality (2002=155) -2 -1 -1 -1 -1 -2 -2 -2 -2
(Infant mortality rate per 1000 live births)

Malnutrition (2000=40.1) -0.4 -0.4 -0.4 -0.4 -0.4 -0.4 -0.4 -0.4 -0.4
(Malnutrition prevalence, weight for age)

Life expectancy (2002 = 46.2) 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
(Life expectancy at birth, years )

Access to safe water (2000=59) 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
(Percentage of population with access to safe water)

COMPOSITE MDG INDICATOR 0.5 0.5 0.5 0.6 0.7 0.7 0.8 0.9 1.0
(A rise denotes an improvement)

Aid and external debt indicators
   Foreign aid (in % of GDP) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
   Aid (in % of total government revenue) 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
   External debt (in % of GDP) -46.9 -40.9 -35.8 -31.4 -27.8 -24.7 -22.1 -19.9 -18.0
   Interest payments on external public debt (in % of GDP) -0.4 -0.4 -0.3 -0.3 -0.2 -0.2 -0.2 -0.2 -0.2
   Interest payments on external public debt (in % of exports) -2.7 -2.5 -2.2 -2.0 -1.9 -1.7 -1.6 -1.5 -1.4

Projections

 
                       Source: Calculated based on Niger’s macroeconomic model. 

 
 

                                                 
125 An alternative “closure rule” for the budget would be to assume that the deficit is financed by additional grants. 
However, doing so in the present context would mix the effects of debt relief with those of additional aid, and blur 
differences in the transmission mechanism.   
126 Our results are consistent with the new Debt Sustainability Analysis (DSA) recently carried out by Bank 
and Fund Staff. The DSA suggests that the effect of the provision of the MDRI to Niger will be short-lived 
and the impact on the budget will be relatively marginal: total debt savings is estimated at some 0.5 percent 
of GDP in 2007.    
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6.47. As presented in Table 6.5, at the MDG horizon gains are limited given the magnitude of 
the savings realized; by 2015, the growth rate in per capita output at factor cost is only about 0.14 
percentage points higher than the baseline value. The direction of the effects on all indicators is 
similar to those associated with an increase in aid—poverty falls, literacy and access to safe water 
improves, and malnutrition and infant mortality drop. But, given the magnitude of the shock, by 
2015, the composite MDG indicator improves by only 1 percentage point relative to the baseline 
scenario. 
 
6.48. A key reason why the debt relief experiment does not deliver stronger results (despite the 
assumption that all interest savings are allocated to public investment) is not only due to the 
magnitude of the shock, but also to the fact that the macro model on which the analysis is based 
does not account for the possibility of a reverse “debt overhang” effect. In the presence of a debt 
overhang, a reduction in foreign debt, by reducing the perceived risk of taxation or confiscation, 
would stimulate private investment (above and beyond the complementarity effect discussed 
earlier), thereby magnifying supply-side effects. But although there is evidence in favor of such 
an effect for low-income countries in general (as discussed by Agénor (2004, Chapter 2)), we did 
not find strong evidence in favor of it in the specific case of Niger. The policy implication is that 
debt relief must be accompanied by a large and sustained increase in aid if Niger is to achieve the 
MDGs. 
 
C.  A Combined Policy Experiment  

6.49. The policy experiment in this subsection combines the effects of increasing the effective 
direct tax rate and aid-to-GDP ratio. The aim is to investigate how Niger’s economy would be 
affected by higher direct taxation in the presence of higher foreign aid. In the experiment, the 
direct tax rate increases by 1 percent each year starting in 2007 up to 2011. Given that the initial 
value of the effective direct tax rate is 2 percent in 2006, it increases to 7 percent in 2011. We 
observe two opposite effects. On the one hand, in the short run, higher direct tax rates affect 
disposable income of households in a negative way. As a result, their consumption level drops 
and the poverty rate increases. In order to minimize these negative effects of higher direct 
taxation, it is assumed that the aid-to-GDP ratio is raised by 5 percent in 2007 from 16.9 percent 
to 21.9 percent. On the other hand, over the long run, the income level of the country starts 
increasing basically due to the higher level of public investment, which is caused by rising 
government revenues thanks to higher direct tax revenue. This leads to the conclusion that the aid 
dependency of Niger reduces over time. In order to capture this effect, the initial 5 percentage 
point increase in the aid-to-GDP ratio is cut by 0.5 percent each year up to 2011. This leads to a 
drop in the permanent increase in the aid-to-GDP ratio from 5 percent of GDP in 2007 to 3 
percent in 2011.  
 
6.50. Table A3.5 in Appendix 3 presents the simulation results of this combined policy 
experiment. We can see the two opposite effects mentioned above on the economy: short-run 
negative effects caused by higher direct tax rates and long-run positive effects associated with 
increasing income. The immediate short-run effect of higher direct tax rate is that disposable 
income per capita drops nearly by 1 percent relative to the baseline value. This leads to a decrease 
in private consumption per capita. As a result of these negative effects, the poverty rate initially 
increases. But, the long-run positive effects start dominating the short-run negative effects after 
2011. The basic source of the long-run positive effects is that total revenue of the Government 
increases from 5.7 percent of GDP in 2007 to 7.3 percent in 2011 thanks to higher direct tax 
revenue and foreign aid. Since the increase in total government expenditure is relatively lower, 
higher revenue leads to an improved overall budget deficit. Higher government revenue also leads 
to a higher level of public investment. Its value initially increases by 1.4 percent of GDP in 2007. 
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Then, the deviation from the baseline reaches 3.7 percent of GDP in 2015. As a result of higher 
public investment, the public capital stocks in education, infrastructure, and health increase as 
well, leading to higher productivity. Due to the complementarity effect between private and 
public investment, private investment as a share of GDP increases as well. This introduces an 
additional productivity gain. The overall effect on the economy is increasing growth rate of real 
GDP per capita. Even though it drops at first due to decreasing private consumption, it rises to 
about 1.4 percent in 2015 as the productivity gain dominates the short-run losses caused by lower 
private consumption.  
 
6.51. Table 6.6 summarizes the possible effects of the policy experiment on the MDG 
indicators. Initially, lower private consumption and lower real income per capita lead to higher 
poverty rates. All other MDG indicators improve slightly due to higher foreign aid. But, the 
improvement in MDG indicators becomes more striking over time. While the composite MDG 
indicator increases initially by 0.9 percent in 2007, its value jumps to 4.7 percent at the end of the 
simulation period thanks to the increasing growth rate of income. 
 

Table 6.6: Niger -5 Percent Increase in Aid to GDP Ratio in 2007 (the ratio drops by 0.5% up to 
2011) 1% increase in the direct tax rate starting in 2007 up to 2011, Simulation Results for 2007-15 

(Absolute deviations from baseline, efficiency parameter = 0.5) 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015

Poverty rate (2003 = 63)
(% of the population living below $2 per day)
   Consumption per capita growth elasticity of -0.5 0.3 0.6 0.9 1.2 1.4 1.2 0.9 0.6 0.2
   Consumption per capita growth elasticity of -1.0 0.5 1.2 1.8 2.3 2.8 2.2 1.7 1.1 0.4
   Consumption per capita growth elasticity of -1.5 0.8 1.8 2.7 3.4 4.0 3.2 2.3 1.4 0.6
   Ravallion's (2004) adjusted elasticity (Gini = 50.5) 0.6 1.3 2.0 2.6 3.1 2.5 1.8 1.2 0.5

Literacy rate 0.0 0.0 0.0 0.1 0.2 0.4 0.6 0.8 1.1
(% of educated labor in total population)

Infant mortality (2002=155) -3 -3 -3 -3 -3 -5 -6 -7 -8
(Infant mortality rate per 1000 live births)

Malnutrition (2000=40.1) -1.1 -1.2 -1.5 -1.7 -2.0 -2.6 -2.7 -2.9 -3.0
(Malnutrition prevalence, weight for age)

Life expectancy (2002 = 46.2) 0.6 0.6 0.8 0.9 1.1 1.5 1.5 1.6 1.7
(Life expectancy at birth, years )

Access to safe water (2000=59) 0.1 0.1 0.0 0.0 0.0 0.2 0.2 0.3 0.4
(Percentage of population with access to safe water)

COMPOSITE MDG INDICATOR 0.9 0.8 0.8 1.0 1.2 2.4 3.0 3.8 4.7
(A rise denotes an improvement)

Aid and external debt indicators
   Foreign aid (in % of GDP) 5.0 4.5 4.0 3.5 3.0 3.0 3.0 3.0 3.0
   Aid (in % of total government revenue) 4.5 2.3 0.1 -2.1 -4.3 -4.0 -4.0 -3.9 -3.9
   External debt (in % of GDP) -5.2 -8.8 -11.7 -14.2 -16.5 -18.7 -20.4 -22.0 -23.5
   Interest payments on external public debt (in % of GDP) 0.0 0.0 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2
   Interest payments on external public debt (in % of exports) 0.0 -0.2 -0.4 -0.7 -0.9 -1.1 -1.2 -1.4 -1.5

Projections

 
                      Source: Calculated based on Niger’s macroeconomic model. 
 
6.52. The overall policy implication is that the impact of increasing foreign aid on the MDGs 
in Niger would be magnified if the Government took necessary policy actions to increase 
domestic resources. Increasing foreign aid could also help advance fiscal reforms in Niger, 
including increasing direct taxation with little harm on the economy. Otherwise, the short-run 
negative effects associated with an increase in direct taxation may hurt the economy extensively. 
Another interesting result is that the demand for foreign aid is expected to drop over time as long-
run positive effects of the combined policy experiment “kick in” and dominate the negative short-
term effects.  
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D.  Importance of Governance Reform to Maximize the Impact of Domestic 
Reforms and Aid 

6.53. The foregoing analysis assumed that public investment is partially efficient (α = 0.5 in 
equation (1)), in the sense that all capital outlays in education, infrastructure, and health serve to 
increase the public capital stock by half. We now briefly consider the case where efficiency 
improves, or that reforms aimed at improving governance and eliminate mismanagement of 
public resources are sufficiently deep. The parameter α in equation (1) is assumed to increase 
from 0.5 to 0.8 by 0.1 each year starting in 2007 to present the simulation results in the presence 
of higher efficiency of public investment.  
 

 
Table 6.7: Niger – Time Required to Halve the Poverty Rate in Case of 5 Percent Higher Aid-to-GDP 

Ratio and Improving Governance  
 

2003 2015
Percentage 
point decline

Time required to reach the MDG 
of halving the poverty rate

Corresponding year

Ravallion’s Adjusted elasticity (Gini = 50.5) 63% 41% 22% 17 years 2020
Elasticity of -0.5 63% 53% 10% 36 years 2039
Elasticity of -1.0 63% 43% 20% 19 years 2022
Elasticity of -1.5 63% 36% 27% 13 years 2017  
Source: Authors calculations based on the simulation results reported in Table 6.8. 
 
 
Table 6.8: Niger - 5 Percentage Point Increase in Aid-to-GDP Ratio, Simulation Results for 2007-15 

(Absolute deviations from baseline; Increasing efficiency parameter from 0.5 to 0.8) 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015

Poverty rate (2003 = 63)
(% of the population living below $2 per day)
   Consumption per capita growth elasticity of -0.5 -0.2 -0.4 -0.7 -1.1 -1.6 -2.1 -2.7 -3.2 -3.8
   Consumption per capita growth elasticity of -1.0 -0.5 -0.9 -1.5 -2.2 -3.0 -4.0 -4.9 -5.8 -6.6
   Consumption per capita growth elasticity of -1.5 -0.8 -1.4 -2.2 -3.2 -4.4 -5.5 -6.7 -7.7 -8.6
   Ravallion's (2004) adjusted elasticity (Gini = 50.5) -0.6 -1.0 -1.6 -2.4 -3.4 -4.4 -5.4 -6.3 -7.2

Literacy rate 0.0 0.0 0.2 0.4 0.8 1.2 1.7 2.2 2.7
(% of educated labor in total population)

Infant mortality (2002=155) -5 -5 -6 -7 -8 -10 -11 -12 -13
(Infant mortality rate per 1000 live births)

Malnutrition (2000=40.1) -1.3 -1.3 -1.4 -1.5 -1.7 -1.9 -2.2 -2.5 -2.8
(Malnutrition prevalence, weight for age)

Life expectancy (2002 = 46.2) 0.7 0.7 0.8 0.9 1.0 1.1 1.3 1.5 1.6
(Life expectancy at birth, years )

Access to safe water (2000=59) 0.2 0.2 0.3 0.4 0.5 0.6 0.7 0.9 1.0
(Percentage of population with access to safe water)

COMPOSITE MDG INDICATOR 1.6 1.8 2.3 3.2 4.3 5.6 7.1 8.7 10.3
(A rise denotes an improvement)

Aid and external debt indicators
   Foreign aid (in % of GDP) 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0
   Aid (in % of total government revenue) 6.7 6.9 7.1 7.2 7.4 7.5 7.6 7.7 7.7
   External debt (in % of GDP) -5.6 -9.2 -12.5 -15.4 -18.0 -20.3 -22.3 -24.1 -25.7
   Interest payments on external public debt (in % of GDP) 0.0 0.0 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2
   Interest payments on external public debt (in % of exports) 0.0 -0.2 -0.4 -0.6 -0.8 -0.9 -1.1 -1.3 -1.4

Projections

 
                      Source: Calculated based on Niger’s macroeconomic model. 
 
6.54. A 5-percentage point increase in the aid-to-GDP ratio together with improvements in 
governance would lead to an increase in the growth rate of real GDP per capita 2.4 percentage 
points by 2015 relative to the baseline (see Table A3.6 in Appendix 3). In the absence of any 
improvements in governance, the increase in the growth rate of GDP per capita was only 0.7 
percentage points by 2015 (see Table A3.3 in Appendix 3). Similarly, the improvement in the 
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growth rate of real consumption per capita is higher when public investment is highly efficient. 
While the higher efficiency scenario produces 2.2 percent increase in consumption per capita, 
lower efficiency results in only 0.6 percent improvement. As a result, increase in the aid-to-GDP 
ratio would lead to an improvement in the poverty rate by 4 percentage points by 2015 relative to 
the baseline (instead of 1.5) when the elasticity is -0.5. In the high elasticity case, the poverty rate 
will fall further from 69 percent in 2007 to 35.6 percent (instead of 40.6 percent). Table 6.7 
shows that to halve the poverty rate relative to 2003, it would take now only 13 years (or a target 
date of 2017) in the high elasticity case, and 36 years (or a target date of 2039) in the Besley-
Burgess case. Table 6.8 shows that a 5-percentage point increase in the aid-to-GDP ratio,(coupled 
with improvements in governance), would lead to an improvement in the composite MDG 
indicator of 10.3 percentage points by 2015 relative to the baseline (compared to 4.3 in the lower 
efficiency case). 

 
Table 6.9: Niger - 5 Percent Increase in Aid to GDP Ratio in 2007 (the ratio drops by 0.5% up to 

2011) 1% increase in the direct tax rate starting in 2007 up to 2011, Simulation Results for 2007-15 
(Absolute deviations from baseline, Increasing efficiency parameter from 0.5 to 0.8) 

2007 2008 2009 2010 2011 2012 2013 2014 2015

Poverty rate (2003 = 63)
(% of the population living below $2 per day)
   Consumption per capita growth elasticity of -0.5 0.3 0.5 0.7 0.7 0.6 0.0 -0.7 -1.5 -2.3
   Consumption per capita growth elasticity of -1.0 0.5 1.1 1.4 1.5 1.3 0.0 -1.4 -2.8 -4.2
   Consumption per capita growth elasticity of -1.5 0.8 1.6 2.1 2.2 1.8 -0.1 -2.0 -3.8 -5.6
   Ravallion's (2004) adjusted elasticity (Gini = 50.5) 0.6 1.2 1.6 1.7 1.4 0.0 -1.6 -3.1 -4.6

Literacy rate 0.0 0.0 0.2 0.4 0.8 1.4 2.0 2.7 3.5
(% of educated labor in total population)

Infant mortality (2002=155) -3 -3 -3 -4 -6 -9 -11 -13 -15
(Infant mortality rate per 1000 live births)

Malnutrition (2000=40.1) -1.1 -1.3 -1.6 -1.9 -2.3 -3.2 -3.4 -3.8 -4.2
(Malnutrition prevalence, weight for age)

Life expectancy (2002 = 46.2) 0.6 0.7 0.8 1.1 1.3 1.8 2.0 2.3 2.5
(Life expectancy at birth, years )

Access to safe water (2000=59) 0.1 0.1 0.1 0.2 0.3 0.5 0.7 0.9 1.1
(Percentage of population with access to safe water)

COMPOSITE MDG INDICATOR 0.9 0.9 1.2 1.9 2.9 5.2 7.0 9.1 11.5
(A rise denotes an improvement)

Aid and external debt indicators
   Foreign aid (in % of GDP) 5.0 4.5 4.0 3.5 3.0 3.0 3.0 3.0 3.0
   Aid (in % of total government revenue) 4.5 2.3 0.2 -1.9 -4.0 -3.6 -3.6 -3.4 -3.4
   External debt (in % of GDP) -5.2 -9.0 -12.3 -15.1 -17.8 -20.2 -22.0 -23.8 -25.3
   Interest payments on external public debt (in % of GDP) 0.0 0.0 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2 -0.2
   Interest payments on external public debt (in % of exports) 0.0 -0.2 -0.5 -0.7 -0.9 -1.1 -1.3 -1.4 -1.6

Projections

 
                      Source: Calculated based on Niger’s macroeconomic model. 
 
6.55.  The sensitivity analysis of the policy experiment combining higher foreign aid and 
higher direct taxation is presented in Table A3.7 and in Appendix 3 and 6.9. As it was the case in 
previous analysis, as governance improves or as the efficiency parameter becomes higher, the 
level of economic development increases as well. In the case of a higher efficiency of public 
investment, the long-run positive effects start dominating the short-run negative effects much 
earlier. The deviation of the growth rate of real GDP per capita at market prices becomes 3.4 
percent in 2015 (compared to 1.4 percent in the lower efficiency case), in the case of a higher 
efficiency. This leads to a higher growth rate of real private consumption per capita over time. 
Thus, the initial increase in the poverty rate would be eliminated relatively quickly compared to 
the low efficiency case. After 2011, the poverty rate drops below the baseline estimate. Similarly, 
as shown in Table 6.9, the deviation of the composite MDG indicator increases to 11.5 percent in 
2015 compared to only 4.7 percent increase when α = 0.5. 
 
6.56. To the extent that a coefficient of α = 0.5 is an adequate estimate for Niger in the coming 
years, the lesson from this alternative set of experiments is straightforward. Without adequate 
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reforms to strengthen the management of public resources and eliminate waste, the benefits 
that increased foreign aid or a debt write-off can bring in terms of the MDGs will be lost. 
Therefore, our results are in broad agreement with the view that governance (defined broadly to 
include the efficient management of public funds) must show improvement to make aid or 
domestic reforms effective. 
 
3.  Policy Implications and Lessons Learned 

6.57. Policy simulations run show that a 5 percentage point increase in the aid-to-GDP ratio 
would not allow Niger to halve poverty between 2007 and 2015 even in the best case of a growth 
elasticity of poverty of -1.5 an a higher efficiency of public investment. Sustaining strong growth 
over a long period of time to reduce poverty considerably would require a significant increase in 
foreign aid (in form of grants), of about 17 percentage points of GDP with a growth elasticity of 
poverty equal to -0.5. From a policy perspective, it is worth stressing that the magnitude of these 
huge inflows may have destabilizing macroeconomic effects such as inflationary pressures, risk 
of excessive appreciation of the real exchange rate, and loss of competitiveness. Thus, 
policymakers in Niger may face a trade-off between seeking to reduce widespread poverty 
rapidly through huge inflows of aid, and coping with their potential short-term side effects. The 
challenge would then be to weigh the short-term losses against the longer-term benefits of aid 
inflows in terms of strong and sustained growth with a poverty reducing and MDG improving 
impact. 
 
6.58. The results also indicate the critical role public investment plays in the dynamic effects of 
an increase in aid on growth and poverty. Thus, another policy implication is related to the 
benefits in terms of increased efficiency of public investment associated with policy actions to 
improve governance and the institutional framework.  Policymakers in Niger should be aware that 
without improving the efficiency of management of public funds, the benefits of an increase in 
foreign aid may only be partial.  
 
6.59. Our results show that a foreign debt write-off  for a low-income country like Niger 
will be insufficient to allow the country to reach the MDGs. An increase in aid is essential. 
But as mentioned above, the magnitude of the required increase, if the elasticity of poverty with 
respect to consumption growth is relatively low and if public investment is relatively inefficient, 
may well be unfeasible due to absorption constraints. 
 
6.60. The simulation results associated with the combined policy experiment, i.e., higher 
effective direct tax rate and higher aid-to-GDP ratio, suggest that the consumption and poverty 
costs of an increase in direct taxation to improve the fiscal deficit are valid in the short run, given 
that it is initially supported with higher foreign aid. In the longer run, the negative effects on 
consumption and poverty start disappearing, reflecting the rise in total income. Thus, the results 
imply that Niger’s aid dependency drops over time. Similarly, the composite MDG indicator 
improves -- thanks to rising income. However, additional government revenue generated by 
higher direct taxation needs to be spent on productive activities such as public investment in 
health, education, and infrastructure. If the Government fails to allocate resources toward 
productive investment, an increase in income, which is necessary to overcome initial negative 
effects of higher taxation, may not be accomplished.  
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CHAPTER 7:  FROM DIAGNOSIS TO POLICY RECOMMENDATIONS 
 
7.1. This chapter summarizes the seven key policy recommendations based on this report. Some of the 
proposed policies are short term actions with the potential to trigger a virtuous cycle of growth and human 
development over the long term. They represent a viable set of actions that can bring vital gains in growth 
and well-being in Niger. They also have the advantage of not requiring extensive infrastructure for their 
delivery.  

 
7.2. However, these short term policy actions alone will not translate into strong and sustained growth 
or achieve the MDGs in Niger. They will need to be complemented by investment strategies with longer 
time-frames in order to improve the supply of public goods, including transport infrastructure, energy 
services, education and health services. Some of the proposed actions, in particular, investment in 
economic infrastructure will need to be financed in the first stage by increased foreign aid, coupled with 
adequate efforts to improve public sector management, gradually mobilize domestic resources and 
encourage a greater involvement of the private sector. The effectiveness of the recommended policy 
actions is conditional on the improvement of governance in Niger –key to the effective use of  scarce 
resources. Maximizing Niger’s chances for success in achieving the MDGs will require improved 
accountability, transparency, and effectiveness in the use of public resources.  This is essential if aid is to 
be effective.  
 
SIMULTANEOUSLY INCREASE AND BETTER TARGET PUBLIC INVESTMENT IN 
ECONOMIC INFRASTRUCTURE, ESPECIALLY IN AREAS WITH HIGH 
POTENTIAL TO SUPPORT GROWTH AND ESCAPE THE POVERTY TRAP 

7.3. Build and/or rehabilitate infrastructure, including roads, irrigation schemes, water and 
sanitation facilities, electricity distribution and ICT networks. Massive investment in infrastructure 
would reduce Niger’s infrastructure gap and promote economic activity. These investments are needed to 
overcome bottlenecks and to realize Niger’s growth potential and achieve the MDGs. For example, the 
commercialization of agricultural produce is suffering from lack of transport facilities (see also below), 
and there are several underutilized irrigation schemes that can be made to support agriculture production 
and attract private investment. In terms of achieving the MDGs, public infrastructure (electricity, roads, 
and sanitation) is linked to improvements in health and education outcomes (see Chapter 4 Box 3). A 
better road network (particularly in rural areas) will contribute significantly to increased access to health 
centers and schools and increased access to electricity will allow for cleaner cooking, increased storage 
facilities (be it for food or medical purposes) and more time for studying.  

7.4. Target infrastructure investment according to clear prioritization methods and 
acknowledge necessary trade-offs. Niger faces very substantial infrastructure needs. However, budget 
constraints require the need to develop a clear framework for prioritizing infrastructure investment. A 
standardized approach based on cost-benefit analysis should be considered across sectors and 
institutionalized, and experience and capacity shared -- for example via a central policy unit. Given 
Niger’s limited resources, priorities should be directly derived from Niger’s PIP and guided by three main 
principles: selectivity, spatial dimension of poverty, and secured financing including resources to cover 
maintenance costs. Priority should be given to investment in infrastructure that eases immediate barriers 
to growth and helps in the achievement of the MDGs. Where not yet available, multi-year investment 
planning processes should be introduced to allow quantification of investment needs as well as 
assessment and adjustment on a rolling basis. By its nature, economic infrastructure has a time horizon for 
planning and investment that is longer than the annual budget cycle and multi-year forward looking 
investment plans are necessary. Funding of new assets should also be accompanied by appropriate 
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provision of maintenance resources to ensure the quality of existing infrastructure. In areas where 
user fees and public resources are insufficient to cover operations and maintenance, either because of 
severe lack of affordability (notably in rural areas), or because of the nature of the service (in particular 
road usage), mechanisms to subsidize current costs need to be discussed upfront, for the medium or 
longer term.   

7.5. Align infrastructure investment, spatial policy and urban development. Infrastructure 
investment policy must take into account the spatial dimension of poverty. At equal poverty incidence, 
areas with high population density will result in higher social and economic returns to infrastructure 
investment than areas with low population density. As such, these areas should be prioritized. However, 
the difficult trade-off that policymakers face is between improving infrastructure in urban areas with high 
population density (but higher than average income levels), and expansion of infrastructure in rural areas 
with high poverty, but low population density. In other words, the trade-off can be described as one 
between growth and poverty reduction: urban areas are growth centers, while rural areas present the most 
difficult challenge in terms of poverty reduction. Since Niger has arguably underdeveloped urban centers 
outside the capital Niamey, investment to increase the regional impact of other cities, notably by means of 
improving the transport infrastructure between surrounding rural areas and the urban centers should have 
a beneficial impact on urban growth outside Niamey, and poverty reduction in other parts of the country 
(see also the following point).   

7.6. Target specific public investments in rural areas to raise rural incomes, agriculture 
productivity and improve service delivery. These should include public investment in the 
construction and rehabilitation of feeder, district and national roads using techniques that are labor 
intensive in order to create employment and minimize the adverse impact on the environment. Adequate 
provisions need to be made to cover maintenance costs and the existing road fund CAFER could play a 
key role in advising on the best mechanisms. In addition to central funding, community participation in 
maintenance schemes, in particular in form of contribution of labor, is worth considering. Public 
investment strategy in rural areas should focus on investment that would strengthen economic linkages 
between rural and urban areas -- where the markets for farmers’ products and inputs lie. Priority should be 
given to transport corridors linking key agricultural regions with primary and secondary cities. Specific 
investment infrastructures are needed to raise farmers’ income and increase agricultural productivity 
particularly in areas where Niger has demonstrated comparative advantages --  in particular, helping the 
private sector make the necessary investment in storage facilities to improve Niger’s competitive position 
in onions, improve the cold chain, and use of transportation equipment with refrigeration to expand the 
supply of the meat sub-sector. Beyond raising farmers’ incomes, expanding rural infrastructure would 
also enhance service delivery, fight rural poverty, disease, and heavy work burdens (especially for 
women), as well as improve health and education outcomes. In this context, investments in improved 
sanitation should receive high priority, especially the reduction of oral-fecal diseases caused by 
widespread open defecation. This would also help improve access to domestic water supply and sanitation 
-- all critical for achieving the MDGs.  

INITIATE A RISK REDUCTION PROCESS BY DEVELOPING A MECHANISM TO 
PROTECT THE ECONOMY AGAINST EXTERNAL SHOCKS AND ITS CONSEQUENCES  

7.7. Adopt a holistic, multi-sectoral and institutional approach to reduce the country’s 
vulnerability to food crises. Priority should be given to the implementation of the RDS program. 
Specifically, the Government should pursue its ongoing efforts to increase the performance of the existing 
national system for crisis prevention and mitigation. However, there is a need to review the food security 
strategy. The focus would be on the mechanisms for financing and use of the country’s strategic cereal 
reserves, and the need to internalize the nutrition dimension into the country’s food crisis strategy. 
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Analytical work will be needed to provide the basis for the development and implementation of a social 
safety mechanism.  

TARGETING SECTORS WITH HIGH EXPORT AND GROWTH POTENTIAL  

7.8. Sectors with high export potential where Niger has demonstrated comparative advantage 
such as onions, seeds (yellow nut-grass and cowpea), livestock, meat, leather and hides, gum arabic 
as well as tourism, should receive particular attention. The Government’s efforts should focus on the 
following strategic directions: (i) expansion of value-added activities with a broader participation of the 
private sector; (ii) modernization of trade transaction system and concerted export strategy; and (iii) 
facilitation of sectoral development, provision of favorable investment climate and cooperation with sub-
regional partners. Priority should be given to the following actions. First, the Government will need to 
invest in the production and marketing infrastructures of the sectors and in the technical and operational 
capacities of the private sector operators. Specific actions include, among others, targeting the irrigation 
infrastructure for crop production; preservation and storage plants for crops (onions and seeds); 
build/improve abattoir facilities and meat cold chains. Second, the government’s interventions should 
facilitate access to finance by farmers and traders through proper institutional arrangements. These could 
include the creation of a development bank to support the financing of agricultural production. Third, the 
government should promote the dissemination of knowledge and information on markets and market 
standards. Here, concrete policy actions include:  (i) establishment of a market information system that 
will be accessible to producers and exporters; (ii) establishment of a rural radio system that will provide 
rural producers and traders with information on markets, access to resources such as agricultural credit, 
input availability, sources of fodder/forage and watering points for animals, animal disease epidemics, 
and the like. Fourth, the effectiveness of an agro-business policy will also depend on the Government’s 
capacity to attract and involve the private sector -- so as to jointly design an agricultural export-promotion 
policy for agricultural products.  

7.9. To promote tourism Niger will have to invest in infrastructure in the medium to long term, 
particularly in the Northern part of the country. Infrastructure is a particular problem in Agadez -- a 
critical anchor for tourism. However, core infrastructural systems (sanitary sewer system and a solid 
waster management, among others) is essential if Niger is to have a viable tourism industry.  Building a 
public/private partnership would also support the promotion of tourism in Niger. Knowledge management 
is crucial. Thus, a long-term action should be the creation of a Tourism Satellite Account, a subset of the 
UN System of National Accounts. In the meantime, small surveys could provide a great deal of 
information on tourists and their likes/dislikes and establish baseline data on tourism – economic, market 
and supply-side data. Short term policy actions also include: (i) the provision of detailed brochures 
describing the natural, cultural and historic resources of the country in order to inform potential tourists of 
the country’s heritage; (ii) a new website; and (iii) education for Nigeriens about their patrimony via 
information programs for children (and school trips to sites) to inculcate a sense of pride in their heritage. 
If tourism is to become an engine of growth, stakeholders will need to urgently address quality issues. 
They will also need to protect Niger’s natural resources, cultural and historic patrimonies. Finally, the 
development of tourism industry in Niger will also require building capacity. To this end, training should 
be a priority both for the Ministry of Tourism (MTA) and the ANPTH and given limited public resources, 
the private sector might be called on to support training programs.  

ENHANCING PUBLIC GOODS AND SERVICE DELIVERY  

7.10. Ensuring universal access to essential health services. To address the obstacles to access and 
quality of essential health services, Niger will need to scale up investments in the health sector -- backed 
by supportive health policies. These investments are critical to ensure an adequate supply of essential 
drugs, clinics, and laboratory facilities. Additional investments will be needed to reduce barriers to access 
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and to improve the quality of care. These include maintaining health infrastructure, improving roads, 
providing access to affordable transportation services including ambulances, ensuring uninterrupted 
supplies of water and electricity, and improving housing. Of course, supplementary policies will be 
required to complement these investments and make them effective. Two specific policy actions will be 
needed to ensure the effectiveness of investments. These include: (i) strengthening health system 
management, including planning, program implementation, financial management and supervision; and 
(ii) improving utilization through the elimination of user fees for basic health services. In addition, the 
Government will need to tackle the issue of gender bias in the health system through the promotion of 
sexual and reproductive health information and services. Beyond ensuring universal access to essential 
health services, specific focus should be on addressing pandemic diseases such as malaria, TB, and AIDS 
in order to raise the productivity of the work force – thereby making it  more attractive to investors, both 
domestic and foreign. The fight against malaria must be a top priority and seen as a public good, with the 
Government and the donors working together closely to provide the financing necessary to deal with this 
problem. In particular, quick wins include the distribution of free, long-lasting, insecticide-treated bed-
nets to all children in malaria endemic zones in order to decisively cut the burden of malaria. Moreover, 
air and ground spraying of heavily infested areas will help, and. the Government will need to exploit the 
great opportunity that the recently developed clothing with embedded mosquito repellent offers to the 
fight against malaria.    

7.11. Ensuring universal primary education and expanding post-primary and higher education. 
Achieving universal primary school completion and increasing participation in post-primary education in 
Niger will require policy actions at both the supply and demand levels. At the supply level, it will require 
continuing the current policy of constructing new classrooms and hiring new contractual teachers. At the 
demand level, specific strategies will be needed to attract out-of-school children and make parents 
responsive to school. Special incentives to get the most marginalized groups into school should be 
urgently explored. Quick policy actions should include cash and in-kind subsidies, such as school meals 
using locally produced foods for extremely impoverished households, orphans, and girls. These short 
term actions can dramatically increase school attendance at the primary and secondary levels. However, 
additional interventions will be needed to address the gender gap issue. Specific policy actions to increase 
girls’ participation in primary and post-primary education should include offering targeted scholarships 
and eliminating gender biases in the curricula. Increasing opportunities for higher education is also crucial 
for achieving the MDGs. It will require scaling-up investments in higher education to train the teachers -- 
the main providers of primary and secondary education.   

7.12. Investing to overcome the pervasive gender bias. In Niger, girls and women usually receive 
less schooling than boys and men, have poorer access to health care, are at greater risk of contracting 
sexually transmitted diseases, including HIV, and are less able to start businesses, obtain credit, or enter 
higher-level occupations. They also have less of a voice in the decision-making in the household, 
community, and nation. To overcome the gender bias, Niger will need to integrate gender empowerment 
into its national strategy. The focus should be on strategic priorities, including expanding girls’ access to 
post-primary education while ensuring primary completion, and guaranteeing sexual and reproductive 
health and rights. The recommended policy actions have been discussed in the previous paragraphs. They 
will need to be complemented by specific policy measures to improve women’s access to service delivery 
and improve their economic and political opportunities. First, investing in infrastructure will help reduce 
the time burden faced by rural women and girls. Most of their time is devoted to collecting water, 
farming, subsistence production, and domestic work, including rearing children. Second, women must be 
guaranteed effective and independent property ownership and access to security rights, especially in land 
and housing (both in law and practice), which will help improve women’s economic opportunities. Third, 
statutory or voluntary gender quotas and reservation policies can enhance the representation of women in 
political bodies and provide more political opportunities.  
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7.13. Investing in improved resource management. In Niger, the environment is under threat 
because of soil degradation (including rapid desertification), deforestation, growing water scarcity, and 
worsening pollution. Improving the environment will help improve the well-being of all Nigeriens by 
improving food security, access to clean water, better disease control and protection from natural 
disasters. Here, strategic actions include direct investments in environmental management, regulatory and 
market reforms, and environmental monitoring. Direct investment in environmental management should 
include planting trees to combat deforestation; improving farming and land management practices to 
combat desertification; and treating wastewater to reduce nutrient loads in freshwater ecosystems. These 
investments should be complemented by reforms of land tenure regimes and an improved regulatory 
environment to combat pollution as well as to strengthen monitoring systems for better environmental 
management.   

7.14. Decelerating population growth. Achieving the MDGs would require reducing the rapid rate of 
population growth -- a serious threat to Niger’s economic and human development. The creation of a new 
Ministry of Population and Social Action in 2004 and the revision of the 1992 National Population Policy 
show the Government’s willingness to address the issue headlong. However, decisive policy actions to 
decelerate population growth should be taken both at the supply and demand side if Niger is to maximize 
its chances for achieving the MDGs. On the supply side, policy actions should aim at reducing the fertility 
rate. These should include the provision of family planning. On the demand side, there is a need for a 
multi-sectoral approach to bring about lower fertility.  

7.15. The Bank Multi-Sector Demographic Program (PRODEM), currently under preparation offers a 
good opportunity for the Government of Niger to design and advance its population agenda. In this 
context, immediate policy actions include: (i) ratification of the Protocol to the African Charter on Human 
and Peoples’ Rights on the Rights of Women in Africa in order to strengthen women’s autonomy; (ii) 
delaying the marriage age as a means of reducing maternal and infant mortality; and (iii) delaying the 
onset of childbearing with the ultimate goal of supporting lower total fertility in the medium-term  

IMPROVE THE INVESTMENT AND BUSINESS ENVIRONMENT TO REINFORCE 
COMPLEMENTARITIES BETWEEN PRIVATE AND PUBLIC INVESTMENT  

7.16. Complete the unfinished structural reform agenda. While the Government has revamped the 
implementation of its structural reform agenda since 2000, fully addressing the shortcomings in this area 
can magnify the returns on public investment, spur growth and contribute to the human development 
goals. In particular, speeding up the investment process including the continuation of the privatization 
strategy, accelerating regulatory reforms and deepening the financial sector reforms are crucial if Niger is 
to enhance its investment climate. Here, the key priority is to frame the privatization agenda in a broader 
context of a growth strategy. Improving the judicial and regulatory framework governing the private 
sector will require accelerating the ongoing reforms including harmonizing the investment and business 
regulations, insurance, social security, and employment regulations with those of the WAEMU. In this 
respect, priority should be given to the following actions: (i) accelerating the revision of the employment 
code in order to increase the flexibility and mobility of the work force; (ii) encouraging social dialogue; 
(iii) reinforcing healthcare protection and the safety of the workers and define the obligations of the 
owners and of their employees; (iv) implementing regional regulations related to contracts and 
bankruptcies recommended by the Organization for the Harmonization of Laws of Businesses (OHADA); 
and (v) implementing the new commercial law inspired by the provisions of the OHADA uniform acts, 
including a more inviting investment code, a new mining and petrol code.  

7.17. Attract the private sector in sectors with high export and growth potential. This will require 
that the Government address the issues related to the 5 I’s: investment, infrastructure, institutions, 
innovation, and inputs. These imply that the Government makes the investment necessary to improve the 
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basic infrastructure; but also tackles the institutional weaknesses, and facilitates the provision of inputs 
and market information to the benefit of the private agents.  

7.18. Create a transparent and investor-friendly environment for resource prospecting. Niger is 
enormous (more than twice the size of France), and its resource base has yet to be fully discovered. 
Creating a political and commercial environment so the resources can be used for the benefit of Nigerien 
citizens is challenging. However, there are successful examples, most notably Botswana -- which can 
serve as an example for Niger. As Paul Collier has pointed out, the success of this strategy is conditional 
on Niger’s capacity to address the main impediments to prospecting, including the political and 
reputational risks perceived by reputable companies.127 In this regard, the Government will need to 
explore ways to use international agencies, in particular the Bank (MIGA), to cover the political risks. 
Reputational risks can be reduced by adopting an approach modeled on the Chad-Cameroon pipeline 
arrangements. A forward-looking approach in licensing prospecting would ensure the effectiveness of the 
strategy. To this end, specific policy actions include: (i) ensuring a competitive and transparent bidding 
process with international scrutiny; (ii) setting transparent rules for sharing risks with the prospecting 
companies; (iii) designing a transparent reporting system for revenues; (iv) setting clear rules for 
smoothing fluctuations in revenues and scrutinizing expenditures.  
 
7.19. Facilitate the involvement of the private sector in achieving the MDGs. Public-private 
partnerships need to be promoted to accelerate the progress towards achieving the MDGs. This means 
improving the physical and social infrastructure, particularly for health and education in rural areas.  The 
provision of incentives for private operators to deliver public services will free up financial and human 
resources in the public sector – which than can be redirected towards extending public services into rural 
areas.  
 
IMPROVE ECONOMIC GOVERNANCE FOR IMPROVED USE OF PUBLIC RESOURCES  

7.20. Accelerating the implementation of the PEMFAR action plan. The PEMFAR action plan 
provides a framework for improving public finance reforms in Niger. It defines short term (quick policy 
action) and medium and long-term policy measures to improve transparency, accountability, and 
effectiveness in the use of public resources. The implementation of the PEMFAR policy matrix supported 
by key donors involved in budget support in Niger, together with procurement and public enterprise 
reforms will help advance public finance reforms and improve overall economic governance in Niger. 
This in turn will ultimately contribute to increasing efficiency of public investment and capital 
accumulation.  

7.21. Elaborate an operational mechanism to monitor transparency, accountability, and 
effectiveness of core growth-enhancing and poverty-reducing public expenditures.    

REINFORCE THE REGIONAL DIMENSION OF GROWTH AND MDG STRATEGIES   

7.22. Exploiting the benefits of regional public goods. The small size of Niger’s economy, the fact 
that it is landlocked, and that it participates in overlapping regional organizations puts regional integration 
at the center of any strategy to sustain growth and achieve the MDGs.  Focus should be on exploiting the 
benefits of regional public goods. Three strategic axes should receive specific attention: (i) 
macroeconomic stability within the WAEMU context; (ii) regional trade; and (iii) regional infrastructures. 
First, continue implementing macroeconomic stability policies in the context of the WAEMU 
Convergence and Stability Pact. This will help reinforce credibility of Niger’s national policies and its 
overall macro-framework. However, it is important that fiscal policy be more supportive of growth. In 

                                                 
127 P. Collier, Strategies for Economic Development. Workshop on Niger CEM (September 26, 2005).   
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this regard, revisiting the WAEMU fiscal rules, in particular the budget deficit targets to accommodate 
the protection of core investment expenditure will be crucial to growth and the achievement of the MDGs 
(see recommendation above).  Second, accelerating regional integration in the broader context of 
ECOWAS should be considered a priority if Niger is to reap the full benefits of regionalization. Particular 
attention should be devoted to reinforcing Niger’s trade relations with Nigeria because of its heavy 
dependence on Nigeria and the opportunities that the large Nigerian market offers. Third, accelerating the 
integration of Niger’s economy into the regional market is conditional on good regional infrastructure. As 
Niger cannot afford high quality infrastructure to support its regional trade, it will need to rely on the 
infrastructure agenda of ECOWAS and more generally NEPAD. Negotiating the execution of the regional 
infrastructure agenda in favor of Niger should be the top priority for the Nigerien authorities if Niger is to 
reap the full benefits of regional trade.  
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APPENDIX 1:  SAM FOR NIGER 
Table 1A: Niger Aggregated (Macro) SAM, 2004 (in Billion of CFA Francs) 

ACT COM FAC HH GOV DTX ATX MTX ETX OITX GINV PINV SAVIN ROW TOT
Activities - 1,315.50 - 214.6 - - - - - 1,530.20
Commodities - - 1,162.30 201.6 - - - 83.2 133.3 248.2 1,828.60
Factors 1,504.50 - - - - - - - 1,504.50
Households & 
NGI

- - 1,497.50 - 38.2 - - - 15 1,550.70

Government - - - - - 34.2 25.7 83.9 7.4 8.1 59.4 218.7
Direct Taxes - - - 34.2 - - - - - 34.2
Activity Taxes 25.7 - - - - - - - 25.7
Import Taxes 83.9 - - - - - - - 83.9
Export Taxes 7.4 - 7.4
Other Indirect 
taxes

8.1 - 8.1

Public 
Investment

83.2 83.2

Private 
Investment

133.3

Investment-
Savings 
(aggregate)

- 139.6 -29.2 106.1 216.5

Rest of the 
World

- 413.6 7 - 8.1 - - - - 428.7

Total 
Expenditures

1,530.20 1,828.60 1,504.50 1,550.70 218.7 34.2 25.7 83.9 7.4 8.1 83.2 216.5 428.7

 
Source: Niger 2004 Aggregated (Macro) SAM. 

Table 1B:  A comparison of selected economy wide models 
Models Advantages Disadvantages Applicability 
I-O *simplest class of general equilibrium models,     

*the dynamic version of these models is 
viewed as key progenitor of intertemporal 
general equilibrium models (i.e., dynamic CGE 
models),                      *computational easiness,    
 *could also accommodate inclusion of 
induced effects.                                                      

*linear and static models,                    
*fixed prices,                                      
*fixed coefficients (no inputs 
substitution),                                        
*perfect elastic supplies,                     
*no supply constraints,                        
*not appropriate for income 
distribution,                   
*model solves for optimal 
quantities.      

*can only simulate final demand shocks 
(private consumption, exports, government 
consumption, Investment).                              
*Developing and Developed countries. 
(Leontief, 1951; 1953) 

SAM Multiplier *extensions of IO models to include 
institutions (households and enterprises),      
*includes induced effects,                   
 *useful for income distribution,                     

*linear and static models,                    
*fixed prices,                                       
*fixed coefficients (no inputs 
substitution),                                        
*perfect elastic supplies,                     
*no supply constraints (but recent 
developments have accounted for 
that),                             
*unitary income elasticities 
assumption,         

*can only simulate demand-side shocks 
(exports, Government consumption, 
Investment, etc.)                   
*Developing and Developed countries.          
(Robinson & Adelman, 1976; Stone, 1978; 
Pyatt and Round, 1979; Thorbecke, 2000) 

CGE *extensions of SAM multiplier models,    
*adds realism to fixed-price models,     *allow 
only fixed coefficients of intermediate inputs 
but substitution is possible between primary 
inputs,         *flexible price models adequate 
for distributional and poverty analysis,            
*country-specific features can be represented 
in models,                               *models solve 
for a system of prices and quantities,                     
*given the number of parameters involved, 
calibration approach permits the "computation" 
of parameters based on a single data point. 
Hence preventing the burden of data collection 
required by econometric estimation,                      
*system of linear and nonlinear equations 
representing the preferences of consumers and 
technology of producers,                                        
*include a link between behavioral equations 
(microeconomic framework) to the system of 
equilibrium adjustment mechanism 
(macroclosures),             *allow supply 
constraints (unemployment, full employment)      

*required parameters (such as 
import and export elasticities, as 
well as factors elasticities of 
substitution) are often taken from 
the literature, thus rely less on 
empirical evidence,                             
*by construction, parameters 
obtained through calibration  are 
constrained to absorb all random 
disturbances in the single year 
data,                                           
*results are sensitive to model’s 
assumptions (macro-closures and 
model specification),                           
*time and data intensive (a SAM is 
required),                                            
*Static models with results based 
on comparative static. dynamic 
CGE models are also available in 
the literature.            

*can simulate supply-side shocks and 
demand-side shocks experiments,               
*can simulate counterfactual analysis—
i.e., what would have happened in an 
economy without the reforms,                         
*trade reforms, financial sector reform, tax 
reforms,                                     
*Developing and Developed countries.          
(Jorgenson, 1960)                  

Source: Nganou (2005). 
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Table 2A: Niger 2004 intermediate SAM, Production accounts (Billion of CFA Francs) 

 A_AGRI A_INFO A_PRIV A_PUBL C_AGRI C_INFO C_PRIV C_PUBL
Agriculture sector   458  
Informal sector    865.6  
Formal private sector    434.1  
Public sector        364
Agriculture products 37.6 24.9 11.1 3.3     
Informal sector products 40.9 270.9    
Formal private sector products 10 59.7 96.2 171.8   
Public sector products 0 30.1 11.3 24.9     
Agriculture wage payments 536.9        
Informal sector wage payments  442.6    
Private sector skilled wage payments  45.1    
Private sector unskilled wage payments  237.6    
Public sector unskilled wage payments  125.7   
Public sector skilled wage payments  36.3   
Mixed income/capital income 32.7 33.5 13.3      
Households-Agriculture         
Households-Formal sector     
Households-Informal sector     
Household-Mixed income         
Recurrent Government         
Direct taxes     
Activity taxes 0.3 3.9 19.4 2   
Import taxes   14.3 5.6 62.9 1
Export taxes   7.2 0.1 0.2  
Other indirect taxes   0.2 0.4 6.8 0.8
Public investment         
Private investment    
Total investment         
Rest of the World     70 27.5 307.4 4.8
TOTAL 658.4 865.6 434.1 364 549.7 899.2 811.4 370.7  

Source: Niger 2004 Aggregated (Macro) SAM. 
 

Table 2A (cont’d) –Factor payments and Household income accounts  
(in billions of CFA Francs) 

 F_AGRI F_INFS F_PRIS F_PRIU F_PUBS F_PUBU F_MINC H_AGRI H_INFO
Agriculture sector        105.6 44.7
Informal sector    
Formal private sector    
Public sector          
Agriculture products        119.9 117.6
Informal sector products   146.7 141.7
Formal private sector products   71.1 71
Public sector products        18.6 24.6
Agriculture wage payments          
Informal sector wage payments    
Private sector skilled wage payments    
Private sector unskilled wage payments    
Public sector unskilled wage payments    
Public sector skilled wage payments    
Mixed income/capital income          
Households-Agriculture 362.7 33.4 0.4 46.6 0.1 0.2 4.4   
Households-Formal sector 19 383.6 0.5 0.8 0.2 1.2 3.2  
Households-Informal sector 111 7.3 43.1 185.9 116.2 34.4 2.3  
Household-Mixed income 44.1 18.2 1.1 4.3 0.7 0.5 69.6   
Recurrent Government          
Direct taxes   3.4 2.6
Activity taxes    
Import taxes    
Export taxes    
Other indirect taxes    
Public investment          
Private investment    
Total investment        14.3 11
Rest of the World     8.6     
TOTAL 536.9 442.6 45.1 237.6 125.7 36.3 79.6 479.7 413.2  

Source: Niger 2004 Aggregated (Macro) SAM. 
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Table 2A (cont’d) –Other institutional accounts  
(in billion of CFA Francs) 

 GOV DTAX ATAX MTAX ETAX ITAX GINV PINV
Agriculture sector    
Informal sector    
Formal private sector    
Public sector         
Agriculture products       5.8 23.5
Informal sector products   43
Formal private sector products   48.2 66.9
Public sector products 199.2      29.3  
Agriculture wage payments         
Informal sector wage payments    
Private sector skilled wage payments    
Private sector unskilled wage payments    
Public sector unskilled wage payments    
Public sector skilled wage payments    
Mixed income/capital income         
Households-Agriculture 22        
Households-Formal sector 3.8   
Households-Informal sector 2   
Household-Mixed income 11.2        
Recurrent Government  34.2 25.7 83.8 7.5 8.1   
Direct taxes    
Activity taxes    
Import taxes    
Export taxes    
Other indirect taxes    
Public investment         
Private investment      
Total investment -29        
Rest of the World 9.8        
TOTAL 218.9 34.2 25.7 83.8 7.5 8.1 83.2 133.5  

Source: Niger 2004 Aggregated (Macro) SAM. 
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APPENDIX 2:  POVERTY AND LOW-GROWTH TRAPS: CAUSES, EVIDENCE, AND 
POLICY IMPLICATIONS128 

  
The weak economic performance of Sub-Saharan Africa over the past three decades and 

the fact that a large number of countries in the region face real challenges in achieving the 
Millennium Development Goals (MDGs) have led many to conclude that these countries are 
caught in a “poverty trap” from which it is difficult to escape. This Appendix begins with an 
overview of models of poverty and low-growth traps. It discusses next the empirical evidence (or 
lack thereof) on the relevance of these traps. It then examines the implications of the theory and 
evidence for the design of reform programs in low-income countries, with a particular focus on 
the role of public infrastructure, foreign aid, and governance. 
 
I.  The Circular Relationship between Income and Poverty 

Why do poor countries remain poor? This issue has long been the subject of intense 
scrutiny by economists. An early explanation of this phenomenon was proposed by Nurkse 
(1953), who emphasized the “circular relationship” between low income levels and poverty. He 
described this relationship in the following way: 
 

A circular relationship exists on both sides of the problem of capital formation in the 
poverty-ridden areas of the world. On the supply side, there is a small capacity to save, resulting 
from the low level of income. The low real income is a reflection of low productivity, which in its 
turn is due largely to the lack of capital. A lack of capital is the result of the small capacity to 
save, and so the circle is complete…  On the demand side, the inducement to invest may be low 
because of the small buying power of the people, which is due to their small real income, which 
again is due to low productivity. The low level of productivity, however, is a result of the small 
amount of capital used in the production, which in its turn may be caused at least partly by the 
small inducement to invest. The low level of real income, reflecting low productivity, is a point 
that is common to both circles. 129 
   

Put differently, in a subsistence economy, saving and investment (in both physical and 
human capital) may be insufficient to promote growth because income is used mostly to acquire 
basic necessities and avoid starvation,130 because agents are unable to invest in capital formation 
or the acquisition of skills, the country may be “stuck” in a state of low-growth and high poverty. 

 
A logical implication of the “circular relationship” emphasized by Nurkse and others is 

that the causality between poverty and growth is bi-directional. While growth may be necessary 
to reduce poverty, high poverty can also be an impediment to growth, either directly because 
solvable demand is limited, or indirectly, because low incomes mean low tax revenues for 
governments, which hampers their ability to invest and accumulate productive assets. In turn, lack 
of public capital may have an adverse effect on private investment, as discussed below. 

 
Another implication of Nurkse’s “circular relationship”—and, indeed, much of the early 

literature on low-growth traps—is that the equilibrium is unique, in the sense that, given the 

                                                 
128This Appendix was prepared by Professor Pierre-Richard Agénor and draws heavily on his paper, “Escaping from 
Poverty Traps,” work in progress, University of Manchester (May 2006).  
129Ragnar Nurkse, Problems of Capital Formation in Underdeveloped Countries, Oxford University Press (New York: 
1953, pp. 4-5). 
130In addition to this direct effect, high poverty rates can also be an obstacle to growth through indirect mechanisms. 
Widespread poverty can be a source of social unrest and political instability. This may also affect adversely saving and 
investment decisions. 
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economy’s characteristics, as well as the policy environment, there is only one possible growth 
outcome.  For instance, in Nurkse’s view, in an economy where consumption is at the subsistence 
level, agents have no incentive to save; the only possible outcome (or equilibrium) is stagnation.  
By contrast, the next section reviews models with multiple equilibria, generated by threshold 
externalities. 

II. Thresholds and Multiple Equilibria 
 
 Much of the more recent literature on poverty traps is based on models with multiple 
equilibria, in which a low-income or low-growth trap is but one of possible outcomes or steady-
state properties of the economy.131 A key feature of these models is that whether the economy 
settles on a low or high-growth equilibrium depends on some inherent non-linearity in the 
economy, such as threshold externalities or non-convexities associated with the production 
technology. To illustrate the structure and implications of these models, this section examines the 
role of externalities associated with human capital and public infrastructure. 
 
1.  Human Capital 
 

Externalities associated with human capital formation provide a good illustration of how 
multiple steady-state growth rates, and persistent poverty can emerge. Various models have 
indeed shown that countries which are identical in their structural characteristics, but differ in 
their initial level (or distribution) of human capital, may cluster around different steady-state 
growth equilibria as a result of either social increasing returns to scale from human capital 
accumulation (as in Azariadis and Drazen (1990)), credit market imperfections (coupled with a 
fixed cost in the production of human capital, as in Galor and Zeira (1993)), the effect of parental 
human capital in the decisions of offsprings to invest in education (as in Galor and Tsiddon 
(1997)), and interactions between the rates of fertility and human capital accumulation (as in 
Becker, Murphy, and Tamura (1990)).132  

 
In particular, by preventing the poor from making productive, but indivisible, investments 

in human capital, credit constraints (due either to imperfect information about individual abilities 
or the inability to enforce loan contracts due to a poor legal environment) can perpetuate a low-
growth, high poverty process.133 Inequality in the initial wealth distribution, which determines 
how many agents can save and invest in the acquisition of human capital (because it determines 
the ability to pledge collateral), can therefore have a significant negative impact on poverty. 
Furthermore, the more inequitable the initial distribution is (or equivalently, the greater the 
                                                 
131 In more technical terms, low-income locally stable stationary states.  See for instance the models reviewed by C. 
Azariadis, “The Theory of Poverty Traps,” unpublished, University of California at Los Angeles (July 2001) and C. 
Azariadis and J. Stachurski, “Poverty Traps,” forthcoming in Handbook of Economic Growth, ed. by P. Aghion and S. 
Durlauf, North Holland (Amsterdam: 2005). A limitation of some of these models is that they often fail to make a clear 
distinction between “low-income” equilibria and “poverty traps” per se. The two are not necessarily synonymous—a 
high-growth equilibrium may be characterized by the persistence of high poverty rates if income inequality is high. 
This would be the case, in particular, if inequality has a positive effect on growth, because it allows higher saving rates 
to begin with. Nevertheless, in what follows, we will use the terms interchangeably. 
132C. Azariadis and A. H. Drazen, “Thresholds in Economic Development,” Quarterly Journal of Economics, Vol. 105 
(May 1990), 501-25; O. Galor and J. Zeira, “Income Distribution and Macroeconomics,” Review of Economic Studies, 
Vol. 60 (January 1993), 35-52; O. Galor and D. Tsiddon,, “Technological Progress, Mobility, and Growth,” American 
Economic Review, Vol. 86 (June 1997), 363-82; and G. Becker, K. Murphy, and R. Tamura, “Human Capital, Fertility, 
and Economic Growth,” Journal of Political Economy, Vol. 98 (October 1990), 12-37. 
133Note that the acquisition of (lumpy) physical capital can also be subject to borrowing constraints and lead to a 
poverty trap. For instance, poor farmers may be unable to borrow to adopt new technologies. This may be particularly 
relevant for Sub-Saharan African countries where financial intermediation remains insufficiently developed in rural 
areas. 
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number of poor households that are credit-constrained to begin with), the more severe this effect 
will be. 
 

Indivisibilities in education may also account for the empirical link between the lack of 
skills and the probability of being poor. A good illustration of the mechanisms at play can be 
found in the model of Ljungqvist (1993). A poverty trap in his analysis results from the fact that, 
in the steady state, skilled and unskilled workers choose to retain their respective educational 
status.134 In Ljungqvist’s framework, production requires physical capital, skilled labor and 
unskilled labor, and the technology has constant returns to scale. Given indivisibilities in 
education, a low-equilibrium growth trap may emerge, characterized by a high ratio of unskilled 
workers in the labor force, a small stock of physical capital, low output, a high rate of return on 
human capital, and a corresponding large wage differential between skilled and unskilled 
workers. The perpetuation of this low-equilibrium trap is due to the fact that in a country with an 
initially high ratio of unskilled labor, the wage of an uneducated worker is very low relative to the 
wage of a skilled worker. As a result, the cost of education (which includes not only direct costs, 
but also lost labor income while studying) is high in comparison to the labor earnings of the 
unskilled. In equilibrium, unskilled workers with no or few assets choose not to obtain an 
education. The reason is that the loss of utility from foregone consumption while saving to 
finance education expenditures outweighs the utility gain from higher future earnings. In Ceroni’s 
(2001) model, a poverty trap is also a situation where the poor choose not to invest in education 
and thus remain poor, and the rich, who invest in education, remain rich. No mobility exists 
between groups.135 The key reason is that risk-averse poor agents, lacking a safety net, try to 
smooth income and consumption by seeking employment sooner than the rich.  
 
2.  Public Infrastructure 
 

Lack of infrastructure continues to be a key obstacle to growth and development in many 
low-income countries. In Sub-Saharan Africa, for instance, only 16 percent of roads are paved, 
and less than one in five Africans has access to electricity. Based on the region’s experience, 
several observers have argued that threshold externalities associated with public capital in 
infrastructure (such as roads, electricity, telecommunications, and water and sanitation) may also 
lead to a low-growth, poverty trap.  

 
As discussed in Box 4, public capital in infrastructure may not only have a positive effect 

on the marginal productivity of private inputs (as emphasized in various growth models in the 
tradition of Barro (1990)) but also a complementarity effect on private investment. This effect is 
captured in the growth model of Agénor and Aizenman (2006)136. But this complementarity effect 
is subject to a threshold—the productivity effect of public capital on the private rate of return 
must be sufficiently high to begin with in order to stimulate private capital formation. If this 
effect is too low (perhaps because of indivisibilities, due to the fact that some types of investment 
in infrastructure are lumpy in nature), the economy may be stuck in a low-growth, high poverty 
trap, in which small increases in public capital outlays in infrastructure bring few benefits. A “big 
push” or a large increase in public investment is required for the public capital stock to rise 

                                                 
134L. Ljungqvist, “Economic Underdevelopment: The Case of a Missing Market for Human Capital,” Journal of 
Development Economics, Vol. 40 (April 1993), 219-39. 
135C. Ceroni, “Poverty Traps and Human Capital Accumulation,” Economica, Vol. 68 (May 2001), 203-19. 
136See P.-R. Agénor and J. Aizenman, “Public Capital and the Big Push,” work in progress, University of Manchester 
(May 2006), and R. J. Barro, “Government Spending in a Simple Model of Endogenous Growth,” Journal of Political 
Economy, 98 (October 1990), s103-s25. For a review of the evidence on the effect of public capital on private 
investment, see P.-R. Agénor, The Economics of Adjustment and Growth, 2nd ed., Harvard University Press (Boston, 
Mass: 2004), Chapter 2. 
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sufficiently and trigger the complementarity effect -- eventually lifting the economy to a higher 
growth path. This increase in public capital formation, in turn, may result from a large inflow of 
foreign aid, or alternatively an increase in available domestic resources induced by debt relief. By 
implication, countries with a large external public debt (or “debt overhang”) may be trapped in 
poverty, because debt servicing absorbs a large fraction of the resources that could be used 
instead to finance public investment in infrastructure.137 

 
In another contribution, Agénor (2006) focuses on the network effects of infrastructure.138 

In the model, the degree of efficiency of public infrastructure is nonlinearly related to the ratio of 
public capital itself over private capital. This nonlinear relationship is based on network effects. 
Indeed, economies of scale due to network externalities are a widely recognized imperfection in 
infrastructure services. Inherent to the structure of a network is that many components are 
required for the provision of a service; these components are thus complementary to each other. 
Having electricity to produce commodities in rural areas but no roads to carry them to urban 
markets limits the productivity effects of a program designed to increase access to energy. In that 
sense, electricity and roads are complementary components of the infrastructure network, and 
only joint availability or operation will generate efficiency gains, or positive externalities.  

 
The network character of infrastructure capital induces a strong nonlinearity in its 

productivity. Until the network is built, public capital has a low (or even non-existent) marginal 
productivity. Once the basic parts of a network are established, and a critical mass has been 
reached, strong gains are associated with small additional increases in infrastructure investment. 
But beyond that, the productivity gains induced by additional investments tends to slow down. 

 
The introduction of this external effect in Agénor’s model leads to indeterminacy or 

multiple long-run equilibrium (or convergent) paths associated with given initial conditions. Put 
differently, public infrastructure generates a strong nonconvexity of the economy's production 
technology, and this in turn causes multiplicity of equilibrium growth paths. In that case, 
realization of a specific steady-growth equilibrium depends on expectations of private agents and 
the initial position of the economy—as well as public policy itself. The key insight of the model 
is that without a “big push,” taking the form of a shift in government spending toward public 
investment in infrastructure (financed by either a cut in “unproductive” spending or an increase in 
foreign aid), externalities associated with network effects will not kick in, and the economy will 
remain stuck in a low-growth equilibrium. If, as discussed in Box 4, the production of both 
education and health services depends on the availability of public infrastructure, the low-growth 
equilibrium will be also characterized by low human capital, low productivity, and low savings 
(the latter because poor health increases subjective preference for the present and induces a higher 
discount rate). 

 
At the same time, the model suggests that a big push can work only if governance is 

adequate enough to ensure a sufficiently high degree of efficiency of public investment outlays; 
that is, if investment flows are effectively turned into an increase in the stock of public capital—
which is what affects the supply side and shapes the growth process. According to some recent 
estimates, in many developing countries less than half of investment flows actually translate into 

                                                 
137A debt overhang may also act as a deterrent to private investment, because of uncertainty, thereby reinforcing the 
threshold effect alluded to in the text. High levels of external debt also deter private capital inflows, by contributing to a 
general perception of risk that discourages foreign investors. If foreign investment is also complementary to domestic 
private investment, the impact of debt relief on growth may be magnified. 
138P.-R. Agénor, “A Theory of Infrastructure-Led Development,” work in progress, University of Manchester (May 
2006). 
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increases in capital stocks.139 The major reason for this is often corruption and poor management, 
due to lack of skills or outright incompetence.140 Thus, in countries where corruption is rife and 
governance weak, improvements in the management of public resources are essential 
prerequisites to reap the full benefits of aid-financed public investment in infrastructure (see also 
below). 

 
An important implication of models of poverty traps based on multiple equilibria is that 

temporary events may have permanent consequences. For instance, a natural disaster that destroys 
a fraction of the capital stock in infrastructure and lowers it below a critical level may throw a 
country into a poverty trap from which it may not be able to emerge without some “exogenous” 
force. Similarly, a temporary policy aimed at raising the economy’s public capital stock in 
infrastructure above a critical level could get a country on a sustained high-growth path fairly 
rapidly, through the complementarity effect alluded to earlier. A policy such as this, if financed 
by foreign aid, would not require an ever-lasting commitment by donors, but rather a 
concentrated effort over a few years—provided, as indicated earlier, that investment outlays are 
not wasted but rather sufficiently efficient to turn into increases in public capital assets. 

III. Other Causes of Poverty Traps: Geography, Nutrition, Gender, and Governance 
 

As documented by Azariadis (op. cit.) and Azariadis and Starchuski (op. cit.), various 
other sources of poverty traps (based either on multiple equilibrium paths or a unique, 
“stagnating” equilibrium) have been identified. These relate to unfavorable geographical 
conditions, malnutrition and ill health (resulting for instance from exposure to tropical diseases), 
gender inequality and high fertility rates (which affect both the labor supply of women and 
decisions to invest in human capital), and weak governance and corruption. 
 
1.  Geography-based poverty traps 
 
 Location and climate may lead to a geography-related (or spatial) poverty trap through 
their effects on transport costs, susceptibility to particular diseases, and agricultural 
productivity.141 Fifteen out of the 48 countries in Sub-Saharan Africa do not have access to the 
major oceans. This, coupled with inadequate infrastructure has led to high transport costs -- which 
in turn have limited trading opportunities. Indeed, transport costs in Sub-Saharan Africa are the 
highest in the world. A study by the African Development Bank (1999) on exports of the region 
to the United States found that freight charges (as a proportion of cif value) are on average 20 
percent higher for African exports than for comparable products from other low-income 
countries. Based on econometric regressions, the study also found that poor infrastructure 
(measured by an index combining road, rail, and telecom density) accounts for 40 percent of 
predicted transport costs for coastal countries and up to 60 percent for landlocked countries.  
 

Location may also prevent a country (or region) from capitalizing on the available 
physical and human capital stocks of neighboring countries (or regions), leading to a “spatial” 
poverty trap. Jalan and Ravallion (2002) argued in a study of post-reform rural China that 

                                                 
139See C. Hurlin, “Network Effects of the Productivity of infrastructure in Developing Countries,” Policy Research 
Working Paper No. 3808, World Bank (January 2006) ; and F. Arestoff and C. Hurlin, “Threshold Effects in the 
Productivity of Public Capital in Developing Countries,” unpublished, University of Orléans (May 2005). 
140This is consistent with the evidence suggesting that corruption has an adverse effect on growth by lowering the rate 
of physical capital accumulation. See, for instance, K. Gyimah-Brempong, “Corruption, Economic Growth, and Income 
Inequality in Africa,” unpublished, University of South Florida (May 2000). 
141For a more detailed discussion, see J. L. Gallup, Jeffrey D. Sachs, and A. D. Mellinger, “Geography and Economic 
Development,” International Regional Science Review, Vol. 22 (August 1999), 179-232. 
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consumption growth may incorporate geographic externalities because neighborhood 
endowments of physical and human capital may influence the productivity of a household's own 
capital.142 If such externalities cannot be capitalized upon because of, for instance, inadequate 
transportation networks, a poverty trap may emerge. 
 

Difficult weather conditions may lead to the prevalence of certain types of disease and 
therefore affect the health (productivity) of workers. Malaria, for instance, is especially acute in 
Sub-Saharan Africa. Bloom and Sachs (1998) found that tropical location is a significant 
geographical disadvantage to growth because it creates obstacles to food production, raises 
vulnerability to infectious diseases, and hampers the diffusion of agricultural technologies from 
temperate to tropical zones. Bloom, Canning, and Sevilla (2001) also found that the percentage of 
land area in the tropics has a negative effect on economic growth. 
 
 Although there is little argument that geography can represent a serious impediment to 
growth (for the reasons highlighted above), there is also debate as to whether the constraints that 
it imparts can be alleviated. Lack of access to the sea, for instance, could be improved through a 
regional transport program. Similarly, unfavorable weather conditions (inadequate rainfall) could 
be alleviated through irrigation; and so on. In short, as Henderson put it, “geography is not 
destiny.”143 

2.  Nutrition-based poverty traps 
 

A nutrition-based poverty trap may emerge because the poor are so badly nourished that 
they are too weak to perform up to their physical potential. Inadequate nutrition may engender 
low productivity and continued low incomes. The chronically undernourished may be so 
unproductive that they do not get hired at any wage. Good health and nutrition would enhance 
worker productivity144 and the ability to learn, thereby increasing human capital over time. Both 
would stimulate growth and allow countries to escape a poverty trap. 
 
3.  Gender, Education, and Fertility 
 

Differences in comparative advantage between males and females may be a source of 
multiple steady-state equilibria, of which a low-growth trap is one possible outcome.145 In the 
model of Galor and Weil (1996), for instance, if capital complements women's labor input more 
than men's labor input, and if an increase in women's relative wages decreases fertility, then a low 
capital-labor ratio will lead to low relative wages for women and a high fertility rate. Thus, the 
low capital-labor ratio may persist. A high capita/labor ratio, in turn, will lead to high relative 
wages for women, and a low fertility rate; the high capital-labor ratio will therefore persist. Thus, 
countries that are identical in their fundamentals but differ in their initial level of physical capital 
may converge to different steady-state equilibria in terms of output per capita, poverty, and 
fertility rates. 
 

                                                 
142J. Jalan and M. Ravallion, “Geographic Poverty Traps? A Micro Model of Consumption Growth in Rural China,” 
Journal of Applied Econometrics, Vol. 17 (August 2002), 329-46. 
143J. V. Henderson, “Overcoming the Adverse Effects of Geography: Infrastructure, Health, and Agricultural Policies,” 
International Regional Science Review, Vol. 22 (August 1999), 233-37. 
144See J. Strauss and D. Thomas, “Health, Nutrition and Economic Development,” Journal of Economic Literature, 
Vol. 36 (June 1998), 766-817, for a review of the evidence. 
145O. Galor and D. N. Weil, “The Gender Gap, Fertility, and Growth,” American Economic Review, 86 (June 1996), 
374-87. 
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Kremer and Chen (1999) provide a good illustration of how the interaction between 
wages, fertility, and the cost of education can lead to a poverty trap.146 In general, fertility 
decisions affect both women’s labor supply and decisions to invest in human capital. Fertility in 
turn, tends to be inversely related to women's wages, or as a common proxy for wages, and 
education.147 More specifically, the Kremer-Chen model is based on three major assumptions: 
higher wages reduce fertility; children of the unskilled are more likely to be unskilled; and skilled 
and unskilled workers are complements in production. Fertility and incentives to acquire 
education depend on the wage structure, and thus on the fraction of skilled labor in the workforce, 
whereas the fraction of skilled labor depends itself on fertility and the decision to invest in the 
acquisition of skills. Thus, the positive feedback between fertility differentials and wage 
inequality may lead to multiple steady states. If the initial proportion of skilled workers is high 
enough, wage and fertility differentials between skilled and unskilled workers will be small, 
allowing the economy to converge to a steady state with low inequality. However, if the initial 
proportion of skilled workers is too low, inequality will be self-reinforcing, and the economy may 
approach a steady state with a low proportion of skilled labor and a high degree of inequality 
between skilled and unskilled workers. If the cost of education is too high, women will 
“specialize” in raising children—even if the opportunity cost of doing so (the wage for educated 
workers) is high. 
 

In poor countries, fertility may also depend on the need for parents to have enough 
children to support them when they grow older and run out of resources. This is the old age 
hypothesis, which may be particularly important in countries where social security benefits are 
limited or do not exist. This effect is exacerbated if future income (of both parents and children) 
is subject to a large degree of uncertainty, induced by volatile domestic and foreign shocks (such 
as weather or terms-of-trade shocks).Improvements in life expectancy (better health) may also 
strengthen this effect. High fertility rates may therefore be only a “proximate” cause, rather than a 
“fundamental” cause, of a poverty trap.  
The underlying problem could be either a high cost of education relative to market wages, as 
pointed out earlier, or the absence of social security (or redistribution mechanism), coupled with 
high vulnerability to shocks. The appropriate policy response would, of course, be very different 
in both cases. 
4.  Weak Governance and Corruption 
 

A large body of evidence has shown that the absence of property rights may act as a 
constraint on private investment and therefore perpetuate a state of underdevelopment. Indeed, 
growth rates tend to differ across countries, in part because the economic environment in which 
individuals operate also differs; this environment comprises the country's laws, institutions, and 
government rules, policies, and regulations.  
 

An environment that provides adequate protection for property rights and gives agents the 
incentive to produce, invest, and accumulate skills is growth-enhancing. Legal reforms that 
strengthen creditor rights, contract enforcement, and accounting practices can  stimulate 

                                                 
146M. Kremer and D. Chen, “Income-Distribution Dynamics with Endogenous Fertility,” American Economic Review, 
89 (May 1999), 155-60. 
147The figures presented in P.-R. Agénor, “The Macroeconomics of Poverty Reduction,” Chapter 2 in Adjustment 
Policies, Poverty and Unemployment: The IMMPA Framework, Blackwell Publishing (Oxford: 2006), show that 
fertility rates are indeed correlated inversely with income per capita and the growth rate of income, and positively with 
the illiteracy rate for adult females and poverty. Some of these relationships appear, however, to be significantly 
nonlinear. High income tends to reduce fertility rates, but only up to a point—beyond a certain level of income, the 

relationship tends to flatten out.148J. Tirole, “A Theory of Collective Reputations (with Applications to the Persistence 
of Corruption and to Firm Quality),” Review of Economic Studies, Vol. 63 (January 1996), 1-22. 
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development. By contrast, environments that discourage production and effort is growth-
deterring and has an adverse effect on economic performance.  

A highly corrupt bureaucracy, for instance, operates not only as a tax on private 
production activities, but may also lead to insufficient investment in infrastructure. In such an 
environment, entrepreneurs must allocate time and resources to bribing government officials in 
order to obtain authorizations (permits and licenses) for operating. If different groups of 
bureaucrats have hold-up power over an investment project, the result may be a level of capital 
formation that is lower than optimal—if bureaucrats are unable to collude or coordinate, the total 
sum of bribes required to have the project approved may exceed the private gains from investing 
in the first place. The opportunity to divert resources in this way through government may have 
important dynamic consequences for the allocation of talent; individuals who might have chosen 
to become entrepreneurs may instead devote their energies to rent seeking. 

High corruption (which may create self-perpetuating expectations of future corruption) 
may therefore generate a stable poverty and low-growth trap. In such situations, large increases in 
foreign aid for instance (in an attempt to accelerate the accumulation of public capital) might 
actually be counterproductive, because it would increase incentives and opportunities for 
corruption. At the same time, however, as with other models involving multiple equilibria, even a 
temporary change in government policies may alter private beliefs sufficiently to lead to a switch 
from a “bad” equilibrium to a “good” equilibrium. Tirole (1996) for instance showed that a 
government anticorruption program of sufficient duration and depth can lead to a switch from an 
equilibrium with high corruption (sustained by expectations of high corruption) to one with low 
corruption (sustained by the belief of a less corrupt bureaucracy).148 What this implies, therefore, 
is that any increase in aid must be accompanied by a renewed commitment to fight corruption and 
improve governance. 

IV. Empirical Evidence on Poverty Traps 
 
 Few of the predictions and implications of the theoretical models reviewed earlier have 
been explicitly tested against available data. Indeed, most of the available evidence on poverty 
traps is indirect (if not anecdotal), and relies on conditional convergence tests. By and large, these 
tests have shown that per capita incomes in poor countries do not appear to be catching up with 
that of developed economies.  Instead of “global” convergence, economies appear to gravitate 
around “convergence clubs”, whereby wealthy economies converge to common high-level 
income growth paths while poor countries converge to common low-level income growth 
paths.149  Quah (1997) for instance has argued that the distribution of income per capita across 
countries is characterized by “twin peaks”: convergence appears to be taking place only within 
relatively homogeneous convergence clubs of “rich” and “poor” countries. Moreover, using 
recently developed nonstationary time series techniques, McCoskey (2002) found little evidence 
of income convergence within the poor countries of Sub-Saharan Africa, although smaller 
“convergence clubs” appear to exist.150 

                                                 
149See D. T. Quah, “Empirics for Growth and Distribution: Stratification, Polarization, and Convergence Clubs,” 
Journal of Economic Growth, 2 (March 1997), 27-59, and the surveys by S. N. Durlauf and D. T. Quah, “The New 
Empirics of Economic Growth,” in Handbook of Macroeconomics, ed. by J. Taylor and M. Woodford, Elsevier 
(Amsterdam: 1999), N. Islam, “What Have we Learnt from the Convergence Debate?,” Journal of Economic Surveys, 
17 (July 2003), 309-62, and P.-R. Agénor, The Economics of Adjustment and Growth, Chapter 12, Harvard University 
Press (Boston, Mass.: 2004). Note that, in practice, it is difficult to distinguish between non-convergence and slow 
convergence. 
150See S. McCoskey, “Convergence in Sub-Saharan Africa: A Nonstationary Panel Data Approach,” Applied 
Economics, Vol. 34 (May 2002), 819-29. Another paper that provides evidence in favor of a twin-peak distribution is 
W. Semmler and M. Ofori, “On Poverty Traps, Thresholds and Take-Offs,” unpublished, New School for Economic 
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As emphasized in an early contribution by Durlauf and Johnson (1995), standard 

regression models used for testing cross-country convergence are based on linear specifications 
and do not provide great insight as to the sources of multiple steady states. The reason is that 
poverty trap models are fundamentally nonlinear in nature, and in standard applications of panel 
data methods individual heterogeneities are not explicitly taken into account (Durlauf and Quah 
(1999, p. 286)). Using regression tree analysis, Durlauf and Johnson (1995) found, nevertheless, 
that different countries indeed follow different growth paths when grouped according to initial 
conditions. 

 
In a study based on an alternative methodology, Bloom, Canning, and Sevilla (2002) 

tested the view the large differences in income levels across the world are due to differences in 
underlying characteristics, that is, fundamental forces, against the alternative that there are 
poverty traps.151 Taking geographical variables as fundamental characteristics, they found that 
fundamental forces can be rejected in favor of a poverty trap model with high and low level 
equilibria. The high-level equilibrium state is found to be the same for all countries, whereas 
income in the low-level equilibrium, and the probability of being in the high level equilibrium, 
are greater in cool, coastal countries with high, year-round rainfall. 

 
From a policy standpoint, distinguishing empirically between convergence clubs and 

threshold effects is clearly important. While the econometric challenges are daunting, two recent 
papers by Canova (2004) and Hansen (2000), have made progress in this direction. Canova 
(2004) presented an approach that dwells on the econometric literature on testing for the existence 
of an unknown break point in time series. He found that countries can be divided into groups or 
clubs that gravitate toward distinct equilibrium income levels. Although Canova provides 
empirical results only on industrial countries, his approach shows some promise for addressing 
the broader issue of poverty traps. Hansen (2000) identifies critical threshold levels of (initial) 
per-capita GDP and literacy that separate low and high equilibrium countries.152 However, 
because Hansen’s thresholds are cast in terms of time-invariant initial conditions (that is, initial 
conditions effectively define clubs), it is not clear whether the data supports the notion that there 
are multiple equilibria available to any given country. Nonetheless, these contributions point to 
the importance of determining the extent to which poverty traps result from unfavorable intrinsic 
characteristics, or from locally increasing returns processes that generate multiple equilibria. 
 
 Overall, given the paucity of the existing evidence, it is difficult to conclude in favor of 
one explanation of poverty traps from another. The lack of direct empirical tests is particularly 
problematic from a policy point of view. Given the large number of competing hypotheses, it is 
crucial for researchers to devise sophisticated tests that would allow investigators to identify the 
most important factors, or causes, leading to these traps, discriminate among them, and determine 
which mechanisms are important for particular countries. 
 
V.  Policy Implications 
 
 In summary, the foregoing discussion suggests a great variety of mechanisms through 
which poverty, if it is at a high level to begin with, can lead to low economic growth and a 
poverty trap. Moreover, the existing econometric evidence helps to demonstrate the persistence of 
poverty rather than the nature of the underlying mechanism that may be creating a trap. Without 

                                                 
151See D. E. Bloom, D. Canning, and J. Sevilla, “The Wealth of Nations: Fundamental Forces versus Poverty Traps,” 
Working Paper No. 8714, National Bureau of Economic Research (January 2002). 
152B. Hansen, “Sample Splitting and Threshold Estimation,” Econometrica, Vol. 68 (May 2000), 575-604. 
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such information it is difficult to distinguish a poverty trap from persistence in the determinants 
of poverty or, as noted earlier, to formulate an appropriate policy response. More powerful 
statistical tests must be devised to discriminate among alternative sources of poverty traps, and 
determine which mechanisms are important for particular countries. 
 
 Nevertheless, there are several (tentative) policy lessons that one can draw from the 
existing literature for the design of reform programs in low-income countries. Among these 
mechanisms highlighted in theoretical studies, for instance, the following may be particularly 
pertinent for the world’s poorest countries. First, the poor may be so badly nourished, or their 
health may be so precarious, that they may be too weak to work effectively. Low nutrition and 
poor health may thus constrain productivity, the ability to learn, and income growth. Second, the 
poor may be unable to undertake economically worthwhile investments (in both human and 
physical capital), due to the underdevelopment of financial markets. Third, they may be unable to 
forego the labor of their children, so they do not send them to school, passing on the heritage of 
low human capital to the next generation. Fourth, if the poor constitute a majority of a country's 
population, the country may be too poor to afford to build sufficient schools, health clinics, and 
develop its infrastructure. In such conditions, a “big push” (financed for instance by a sharp 
increase in foreign aid or generous debt relief) may be necessary to shift the economy to a high 
growth path. 

 
The policy implications of some of the models reviewed earlier sometimes lack 

operational content. In some of the models where a low-growth poverty trap is one of several 
possible outcomes (as a result, for instance, of threshold externalities), the role of policies 
consists of government intervention aimed at coordinating expectations into self-fulfilling growth 
beliefs. Put differently, public policy acts as a “selection device” among different convergent 
paths. But how in practical terms public policy may help to select a high-growth equilibrium and 
eliminate a poverty trap is not always clear. For instance, in the model of Michele Boldrin (1992), 
a nonlinear tax scheme may eliminate the multiplicity of equilibria.153 In practice, however, such 
schemes are notoriously difficult to implement.  

 
In other models, the policy implications are more clear. For instance, in the model of 

Azariadis and Drazen (op. cit.), the existence of threshold externalities in the education 
technology (resulting from the dependence of the private return to human capital on the amount 
of time spent acquiring skills) leads to a multiplicity of steady-state growth paths, including a 
low-development trap where insufficient investment in education in the past discourages further 
skills acquisition and thereby future growth. The role of the government in this model is to 
intervene in the education sector (by providing an education subsidy) to avoid low-development 
traps and promote high sustained growth. The justification for the subsidy is that educating the 
unskilled would be socially efficient: the cost of providing them with a “good” education is less 
than the increase in productivity that would result from them becoming educated.154 In the model 
of Ljungqvist (op. cit.), a subsidy to education may also induce unskilled workers to choose to 
acquire skills. A similar result was obtained in the model of Ceroni (op. cit.), where the poor 
require relatively higher returns to increase their investment in education than do the rich. 
 

Instead of a subsidy to education, escaping from a poverty trap as a result of a low level 
of human capital may also be achieved through greater openness to trade. Ranjan (2003) has 
                                                 
153M. Boldrin, “Dynamic Externalities, Multiple Equilibria, and Growth,” Journal of Economic Theory, Vol. 58 
(December 1992), 198-218. 
154In general, of course, the existence of market failures does not necessarily create a presumption in favor of 
government intervention. It is only when the market failures outweigh the “government failures” that a case for public 
provision or finance of training can be made. 
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shown how a poor economy trapped in a low-income (or low human capital) steady state can 
converge to a high-income steady state by trading with a human capital-abundant economy, 
which is already in the high-income steady state.155 Upon opening to trade, the poor economy 
(which is trapped in a low-income steady state) will experience an increase in the unskilled wage. 
This would relax the constraints on investment in human capital and trigger a process of skills 
accumulation and intergenerational mobility, which in turn would allow the low-income economy 
to eventually converge to the high-income steady state. 
 

It is also worth noting that dynamic trade-offs may need to be considered when it comes 
to designing actual public policies aimed at escaping from a poverty trap. For instance, in models 
emphasizing the role of initial inequality (such as Galor and Zeira, op. cit.), as noted earlier, 
redistributing wealth from the rich to the poor may help the poor to escape from poverty by 
allowing them to invest in human capital. However, it could also push the economy into a new 
form of poverty trap, if it leads over time to a reduction in investment by the rich, which “helps” 
the poor through its effect on growth. Similarly, in models emphasizing the role of public 
investment in infrastructure (such as Agénor, op. cit.), the ability of a “big push” to lift a country 
from its poverty trap depends on how the increase in public capital formation is financed. If 
financing occurs through a cut in unproductive spending, an increase in foreign aid, or debt 
cancellation, this may be a very effective instrument—despite the possibility that, with an aid-
financed increase in public investment, Dutch disease effects, and adverse effects of aid on tax 
effort, may be important in the short run. In contrast, if the increase in investment in 
infrastructure is financed by a reduction in other types of productive government spending, such 
as on education or health, then higher public spending on roads, telecommunications, and the like, 
may not allow the government to pull the economy out of its poverty trap, because the lack of 
qualified and healthy workers may continue to act as a constraint. Thus, in designing a program 
aimed at helping countries escape a poverty trap, policy complementarities are also important. 
Finally, better expenditure management is critical to ensure that public investment (financed by 
aid or domestic resources) helps to promote growth and reduce poverty. 
 

 

                                                 
155P. Ranjan, “Trade Induced Convergence through Human Capital Accumulation in Credit-Constrained Economies,” 
Journal of Development Economics, Vol. 72 (October 2003), 139-62. 
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APPENDIX 3:  NIGER MODEL:  DATA AND CROSS-SECTION REGRESSIONS 
 

As described in the text, the focus of our macroeconomic approach is on six of the MDG 
indicators. Because the model can directly calculate values for the poverty and the literacy rates, 
we only ran regressions to estimate the equations for infant mortality, malnutrition, life 
expectancy, and access to safe water. The estimation method is ordinary least squares. We use 
cross-section data, obtained by taking average values of variables for each country for the period 
1965-2003, depending on the availability of data series. Our sample consists of Sub-Saharan 
countries. This Appendix provides more detail about the data and the regressions. 
 

The main data source of the regressions is World Development Indicators and World 
Bank African Database (unless otherwise specified). The following Sub-Saharan African 
countries are included in the sample156: Angola, Benin, Botswana, Burkina Faso, Burundi, 
Cameroon, Cape Verde, Central African Republic, Chad, Comoros, Congo, Dem. Rep., Congo, 
Rep., Côte d'Ivoire, Equatorial Guinea, Eritrea, Ethiopia, Gabon, Gambia, Ghana, Guinea, 
Guinea-Bissau, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritania, Mauritius, 
Mozambique, Namibia, Niger, Nigeria, Rwanda, Sao Tome and Principe, Senegal, Seychelles, 
Sierra Leone, Somalia, South Africa, Sudan, Swaziland, Tanzania, Togo, Uganda, Zambia, 
Zimbabwe. The time period is 1965 and 2003, depending on data availability.  
 

Due to insufficient number of data points for Sub-Saharan African countries, all 
developing countries are included in the improved water source regressions, depending on data 
availability. The list of countries included in the “improved” water source regressions is: 
Argentina, Bolivia, Brazil, Bulgaria, Burkina Faso, Cameroon, Colombia, Côte d'Ivoire, 
Dominican Republic, Egypt, Ethiopia, Hungary, India, Indonesia, Iran, Madagascar, Maldives, 
Mauritius, Mexico, Morocco, Myanmar, Nepal, Nicaragua, Paraguay, Sri Lanka, Syria, Thailand, 
Tonga, Tunisia, Turkey, Vanuatu, and Yemen. 
 

The list of variables and their definitions are as follows: 
 

Malnutrition prevalence, weight for age (% of children under 5): Prevalence of child 
malnutrition (weight for age) is the percentage of children under five whose weight for age is 
more than two standard deviations below the median reference standard for their age as 
established by the World Health Organization, the U.S. Centers for Disease Control and 
Prevention, and the U.S. National Center for Health Statistics. Figures are based on children 
under age three, four, and five years of age, depending on the country. 
 

Mortality rate, infant (per 1,000 live births): Infant mortality rate is the number of 
infants dying before reaching one year of age, per 1,000 live births in a given year. 
 

Life expectancy at birth, total (years): Life expectancy at birth indicates the number of 
years a newborn infant would live if prevailing patterns of mortality at the time of its birth were 
to stay the same throughout its life. 
 
 Improved water source (% of population with access): Access to improved water 
source refers to the percentage of the population with reasonable access to an adequate amount of 
water from an improved source, such as a household connection, public standpipe, borehole, 
protected well or spring, and rainwater collection. Unimproved sources include vendors, tanker 

                                                 
156 The number of countries included in each regression changes, depending on data availability. 
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trucks, and unprotected wells and springs. Reasonable access is defined as the availability of at 
least 20 liters per person per day from a source within one kilometer of the dwelling. 
 

Public health expenditure in % of GDP: Public health expenditure consists of recurrent 
and capital spending from government (central and local) budgets, external borrowings and grants 
(including donations from international agencies and nongovernmental organizations), and social 
(or compulsory) health insurance funds. 
 

Public infrastructure expenditure in percent of GDP: Public infrastructure 
expenditure consists of energy, transportation, and communication. The data source is 
Government Financial Statistics. 
 

Final private consumption expenditure in per capita terms (in constant 2003 U.S. 
dollars): Household final consumption expenditure (private consumption) is the market value of 
all goods and services, including durable products (such as cars, washing machines, and home 
computers), purchased by households. It excludes purchases of dwellings but includes imputed 
rent for owner-occupied dwellings. It also includes payments and fees to governments to obtain 
permits and licenses. Here, household consumption expenditure includes the expenditures of 
nonprofit institutions serving households, even when reported separately by the country.  
 

GDP in per capita terms (in constant 2003 U.S. dollars): GDP is the sum of gross 
value added by all resident producers in the economy plus any product taxes and minus any 
subsidies not included in the value of the products. It is calculated without making deductions for 
depreciation of fabricated assets or for depletion and degradation of natural resources. 
 

Population density (people per sq km): Population density is midyear population 
divided by land area in square kilometers. Population is based on the de facto definition of 
population, which counts all residents regardless of legal status or citizenship -- except for 
refugees not permanently settled in the country of asylum -- who are generally considered part of 
the population of their country of origin. Land area is a country’s total area, excluding area under 
inland water bodies, national claims to continental shelf, and exclusive economic zones. In most 
cases the definition of inland water bodies includes major rivers and lakes. 
 

Poverty headcount ratio at national poverty line (% of population):  
National poverty rate is the percentage of the population living below the national poverty line. 
National estimates are based on population-weighted sub-group estimates from household 
surveys. 

Estimation results are shown in Table A3.1. 

We explain the malnutrition prevalence rate by public health expenditure in percent of 
GDP, real private consumption per capita, and poverty. The estimated coefficients of the first two 
variables have a negative sign and are statistically significant. This indicates that both public 
health expenditure and private consumption reduce the malnutrition prevalence rate. The 
coefficient of poverty is positive, which indicates that as poverty decreases, malnutrition 
prevalence falls as well. 
 
Infant mortality is explained by public health expenditure, GDP per capita, and poverty. The 
estimated coefficients of public health expenditure and GDP per capita have a negative sign, 
which indicates that as they increase, infant mortality drops. The coefficient of poverty is positive 
and statistically significant. This indicates that as poverty drops, infant mortality decreases as 
well. 
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Life expectancy is explained by public health expenditure, GDP per capita, and poverty. 
The results indicate that both health expenditure and GDP per capita increase life expectancy. On 
the other hand, the coefficient of poverty is highly significant and negative, as expected. As 
poverty drops, life expectancy at birth increases. 
 

The share of population with access to safe water is taken to be a function of population 
density, GDP per capita, and public infrastructure expenditure per capita. The sign of population 
density is positive as expected since the average cost of building infrastructure capital may drop 
with higher density; thus, the share of population with access to safe water increases. The 
coefficient of GDP per capita is positive as well. An increase in public infrastructure expenditure 
per capita leads to a rise in the share of population with access to safe water. 
 

Table A3.1 
Cross-Section Regression Results 

(All Sub-Saharan countries are included unless otherwise indicated) 

 Dependent variables 
 MALNUTRITIO

N 
Ln(MORTALITY
) 

ln(LIFE_EXP) WATER 2/ 

Constant term 75.415 
(6.055) 

5.485 
(10.761) 

3.428 
(27.187) 

6.711 
(0.299) 

HEA_P_GDP 1/ -4.790 
(-3.961) 

-0.091 
(-1.949) 

0.048  
(2.802) 

… 

ln(CPPC2003$) -7.951 
(-4.126) 

… … … 

POVERTY 0.144 
(1.635) 

0.011 
(3.247) 

-0.002 
(-2.771) 

… 

ln(GDPPC2003$) … -0.191 
(-2.820) 

0.078 
(4.189) 

6.921 
(2.458) 

INF_GDP … … … 1.702 
(1.718) 

ln(POP_DENSITY) … … … 4.076 
(1.551) 

     
     
Number of 
observations 

28 31 20 31 

Adjusted R2 0.552 0.479 0.739 0.292 
     
 
 Note: The estimation technique is OLS. Data points of independent variables in each country correspond exactly to 
the years in which dependent variables are available. First, averages at the country level are calculated, then the 
regression equations are run using these cross sectional data. t-statistics are reported in parenthesis. MALNUTRITION 
is malnutrition prevalence, weight for age (% of children under 5); HEA_P_GDP is public health expenditure in % of 
GDP; CPPC2003$ is private consumption per capita (in constant 2003 dollars); POVERTY is the percent of population 
living under $2 per day; MORTALITY is infant mortality rate (per 1000 live births); GDPPC2003$ is GDP per capita 
(in constant 2003 dollars); LIFE_EXP is life expectancy at birth, total, years; INF_GDP is public infrastructure 
expenditure in percent of GDP; WATER is percentage of population with access to safe water; POPDEN is population 
density (people per km square).  
 1/ While the data source of public heath expenditure is Government Financial Statistics in the life-expectancy 
regression, the data source of public heath expenditure is World Bank African Database in other regressions. 
 2/ Due to insufficient number of data points for Sub-Saharan African countries, all developing countries are 
included depending on data availability. 
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MODEL 
 

This appendix presents detailed information about the macroeconomic framework used in 
producing simulation results. The framework that we develop in this chapter for a typical low 
income country in a fixed exchange rate regime follows in many essential aspects the model 
presented in Agénor, Bayraktar, and El Aynaoui (2006). As in the original formulation, we 
specify a one-sector, two-good model that accounts for the fiscal and supply-side effects of aid, as 
well as the supply- and demand-side effects of public capital formation. We, however, amend the 
original specification to better reflect some of the important characteristics of a low income 
economy following a fixed nominal exchange rate regime as well as other relevant changes, such 
as a disaggregation of domestic taxes into direct and indirect taxes. We also drop the distinction 
between food aid and nonfood aid.  
 

We begin by describing the production side, as well as population growth, the education 
technology, and the determination of labor supply. We then describe components of aggregate 
demand, aid and the government budget, the balance of payments and foreign debt, the 
equilibrium condition of the market for domestic goods, the savings-investment balance, and the 
procedure that we follow for assessing the effect of policy experiments on the poverty rate.  
 
1.  Production of Goods 

The economy produces one (composite) good, which is an imperfect substitute for an 
imported good. Domestic production requires land, LAND, educated labor (which is defined 
below), LEP, private capital, KP, and public capital in health and infrastructure, KGhea and 
KGinf, respectively:   
 

Y = Y(LAND, LEP, KP, KGhea, KGinf), 
 
where Y is net domestic output. The area of land allocated to production is fixed and normalized 
to unity. Public capital in infrastructure improves the productivity of the private factors used to 
generate output, because it facilitates the production process. Public capital in health improves the 
quality of labor employed in production. 
 

In order to account for differences in the degree of substitutability between inputs, we 
adopt a nested CES production structure. At the lowest level, the quantity of educated labor used 
in production, LEP, and the stock of public capital in health, KGhea, are used to produce the 
composite input T, which is defined as “effective” labor: 
 

T(LEP, KGhea, POP) = AT·[βT· LEP
-ρT + (1 - βT)(KGhea/POPθH)-ρT]-1/ρT,        (1) 

 
where θH  ≥ 0 and σT = 1/(1+ρT) is the elasticity of substitution between LEP and Kghea/POPθH. 
The stock of public capital is divided by the size of the population, POP, to account for 
congestion effects in the provision of health services. At the second level, “effective” labor is 
used, together with private capital, KP, to produce the composite input J: 
 

J(T, KP) = AJ·[βJ·T-ρJ + (1 - βJ)KP-ρJ]-1/ρJ,                                    (2) 
 
where σJ = 1/(1+ρJ) is the elasticity of substitution between T and KP. At the third level, the 
composite input J and public capital in infrastructure, KGinf, are combined to give net domestic 
output: 
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Y(J, Kginf-1, Y-1) = AY·[βY·J-ρY + (1 - βY)(KGinf-1/Y-1

θI) -ρY]-1/ρY,               (3) 
 
where θI ≥ 0. It is assumed that public capital in infrastructure becomes productive with a one 
year lag. The lagged value of output, Y-1, is used here as an indicator of the intensity of use of 
public services in infrastructure. For a given value of θI, the higher the scale of production, the 
greater the potential for congestion effects. 
  

Domestic output is allocated between exports, X, and domestic sales, DOM, according to 
a constant elasticity of transformation (CET) function: 
 

Y = ADE·[βDE·XρDE + (1 - βDE)DOMρDE]1/ρDE,                          (4) 
 
where σDE = 1/(ρDE-1), with 1 < σDE < ∞ measuring the elasticity of transformation between 
exports and domestic sales. The value of production is given by PY·Y = PD·DOM + PX.X, where 
PD denotes the price of the domestic good, PX the domestic-currency price of exports, PY the net 
output deflator. Given these two equations, standard efficiency conditions imply that the ratio of 
exports to domestic sales is given by X/DOM = {(PX/PD)·[(1 - βDE)/βDE]}σDE. 
 
2.  Population and Labor Supply 
 

Population grows at the constant exogenous rate, n such that POP = (1+n)·POP-1. 
Similarly, educated labor is produced from “raw” labor, LR, which grows at the same rate as total 
population, n such that LR = (1+n)·LR-1. 
 

We specify a three-level nested CES structure to show the transformation of raw labor 
into educated labor. At the first level, the stock of public capital in infrastructure, KGinf, and the 
stock of public capital in education, KGedu, produce a composite public capital in education, 
KGZ, which is defined as: 
 

KGZ(KGinf, KGedu) 
= AKGZ·[βKGZ·{KGinf/YθKGI}-ρKGZ + (1 - βKGZ){KGedu/LRθKGE} -ρKGZ]-1/ρKGZ,     (5) 

 
where 0 < θKGE < 1, 0 < θKGI < 1, and σKGZ = 1/(1+ρKGZ) is the elasticity of substitution 
between KGinf/YθKGI and KGedu/LRθKGE. This equation indicates that the quality of education is 
not only determined by availability of public capital in education but also by public capital in 
infrastructure. The public education input is divided by the term LRθKGE in order to capture 
congestion effects in the education system (see Agénor (2005a)). Similarly, the public 
infrastructure input is divided by YθKGI in order to capture congestion effects related to 
infrastructure capital. At the second level, the number of teachers on the government’s payroll, 
χ·LEG, and the stock of composite public capital in education, KGZ-1, are used to produce a 
composite public education input, Z, which is defined as: 
 

Z(LEG, KGZ-1) = AZ·[βZ·(χ·LEG)-ρZ + (1 - βZ)(KGZ-1)
 -ρZ]-1/ρZ,                (6) 

 
where χ is the share of teachers in total educated labor in the public sector and σZ = 1/(1+ρZ) is 
the elasticity of substitution between χ·LEG and KGZ-1. At the third level, the transformation of 
raw labor into educated labor, LE, takes place through the education system. The “production 
function” for newly-educated workers, ΔLEN, depends on the quantity of raw labor in the 
economy in the previous period, LR-1, as well as the composite public education input, Z: 
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ΔLEN = AE·[βE·(LR-1)

-ρE + (1 - βE)Z-ρE]-1/ρE,                         (7) 
 
where σE = 1/(1+ρE) ≥ 0. Given the flow equation above, the total quantity of educated labor 
available in the economy, LE, is given by LE = LE-1 + ΔLEN. With LEG denoting the number of 
educated workers employed in the public education system, the stock of educated labor in 
production is thus LEP = LE - LEG. 
 

We also assume that wages are flexible, so that there is no open unemployment of 
educated labor. This assumption is consistent with much of the evidence for low-income Sub-
Saharan African countries, which suggests that wages tend to be highly flexible, except in the 
public sector (see, for instance, Dabalen (2000), Dorosh, Nssah, and Samba-Mamadou (1996), 
and Dorosh and Sahn (2000)). 
 
3.  Income and Private Expenditure 
 

Income from production accrues entirely to a representative household, who holds the 
totality of domestic public debt and receives interest payments on it. It also receives government 
wages and salaries, unrequited transfers from abroad, and pays interest on its foreign debt. Total 
income before taxes, YTOT, is thus: 
 

YTOT = PY·Y + WG·LEG - RP*·ER·FdebtP-1 + RD·DdebtG-1 + ER·UTR$,        (8) 
 
where RP* is the interest rate on private foreign borrowing, FdebtP the stock of private foreign 
debt, DdebtG the stock of domestic public debt, RD the interest rate on that debt, UTR$ the 
foreign-currency value of private unrequited transfers (assumed exogenous), WG is the average 
wage paid in the public sector, and ER the nominal exchange rate, which is taken as fixed. 
Disposable income in nominal terms, Ydisp, can be defined as Ydisp = YTOT - DITAX, where 
DITAX denotes direct tax revenue. Total private consumption in real terms, CP, is defined as a 
constant fraction of disposable income such that CP = (1 - s)·Ydisp/PQT, where 0 < s < 1 is the 
savings rate and PQT is the tax-inclusive composite market price of goods sold domestically. 
 

Private investment is taken to depend on the rate of growth in net domestic output (to 
capture an accelerator effect), private foreign capital, ER·FP/NGDP, and the stock of public 
capital in infrastructure, relative to output, KGinf.PQT/NGDP-1, to capture complementarity 
effects: 
 

PQT·IP/NGDP = IP((ΔY/Y-1) -2, (KGinf.PQT/NGDP)-1, ER·FP/NGDP),            (9) 
 
where IP is real private investment. The stock of private capital evolves over time according to 
KP = IP-1 + (1 - δP)·KP-1, where δP is a constant rate of depreciation. 
 

Total demand for goods sold on the domestic market, Qd, is given by Qd = (CP+CG) + 
(IP+IG), where CG and IG denote real current non-interest government spending and investment 
outlays, respectively. In standard Armington fashion, goods bought and sold on the domestic 
market, Q, are aggregated through a CES combination of imports, M, and domestic sales of the 
domestically-produced good, DOM: 
 

Q = ADM[βDM·DOM-ρDM + (1 - βDM)M-ρDM]-1/ρDM,                        (10) 
 



155 

 

where σDM = 1/(1+ρDM) is the elasticity of substitution between domestic and imported goods. 
The spending identity is given by PQ.Q = PD.DOM + PM.M, where PQ is the price of the 
composite good before taxes, and PM the domestic-currency price of imports. Given these two 
equations, first-order conditions imply that the demand for goods sold domestically is allocated 
between demand for domestically-produced goods and demand for imported goods according to 
 

M/DOM = {(PD/PM)·[(1 - βDM)/βDM]}σ

DM.                                (11) 
 
4.  Aid, Government Budget, and GDP at Market Prices 

The government collects taxes, and spends on salaries, goods and services, and interest 
payments. It also invests in education, health, infrastructure, and other items. It receives foreign 
aid. The deficit is financed by domestic borrowing and foreign borrowing (concessional). 
 

Total government spending in nominal terms, GTOT, is defined as 
 

GTOT = WG·LEG + PQT·(CG + IG) + RG*·ER·FdebtG-1 + RD·DdebtG-1,        (12) 
 

where WG·LEG is the government wage bill (where WG is the average or effective nominal wage 
and LEG public employment of educated workers), CG is current non-interest expenditure on 
goods and services (excluding wages), IG is total public investment, FdebtG is the stock of 
foreign debt, RG* the interest rate on foreign debt, DdebtG the stock of domestic public debt, and 
RD the interest rate on that debt. Both RG* and RD are assumed exogenous. The government 
budget balance, GBAL, is given by GBAL = TAX + AID - GTOT, where TAX is total tax 
revenue in nominal terms and AID is foreign grants measured in domestic-currency terms. TAX 
is defined as 
 

TAX = DITAX + INDTAX + tm·ER·PM*·M,                            (13) 
 
where DITAX (respectively INDTAX) denotes direct (respectively indirect) taxes, and tm is the 
tariff rate. AID is defined as AID = ER·AID$, where AID$ is the foreign-currency value of 
foreign grants. The stock of domestic debt is defined as DdebtG = DB + DdebtG-1, where DB is 
the flow of domestic borrowing, assumed exogenous. 
 

Total public investment, IG, is defined as the sum of investment in health, education, 
infrastructure, and “other” investment spending, IGoth: IG = IGedu + IGhea + IGinf + IGoth. 
Each component is given as a fixed fraction of total investment such that IGh = κh·IG with h = 
edu, hea, inf, oth, and Σκh = 1. 
 

Direct tax revenue is given by an “effective” tax rate times the tax base such that DITAX 
= DITXR·YTOT. The effective tax rate, DITXR, is assumed to be constant.  Indirect tax revenue 
is also given by an “effective” tax rate times the tax base, domestic sales, PQ·Q. The effective tax 
rate, INDTXR, depends on its lagged value and, the ratio of aid to GDP in order to capture a 
possible adverse effect of aid on fiscal effort: 
 

INDTAX = INDTXR (INDTXR-1, AID/NGDP)·PQ·Q.                        (14) 
 

It is assumed that current non-interest expenditure on goods and services, CG, has two 
components: CG = NMCG + δh.ΣhKGh-1 with h = edu, hea, inf. δh.ΣhKGh-1 is government 
spending on maintenance and NMCG is government spending on other goods and services. 
NMCG is assumed to be constant as a proportion of GDP. 
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Total public investment, also as a share of GDP, is taken to depend positively on the lagged value 
of the tax ratio and aid as a share of domestic output:  
 

PQT·IG/NGDP = ig[(TAX/NGDP)-1, AID/NGDP, (AID/NGDP)^2].             (15) 
 

To the extent that the coefficient of the linear term is positive and that of the quadratic 
term is negative, foreign aid would be positively related to public investment outlays only up to a 
certain level of aid, and would be negatively related thereafter. This specification allows us to 
capture the absorptive constraints that a large increase in aid may create in the institutional 
environment that is typical of many poor countries. 
 

Stocks of public capital in education, health, and infrastructure are given by  
 

KGh = αh.IGh-1 + (1 - δh)KGh-1,         h = edu, hea, inf                 (16) 
 
where 0 < δh < 1 is a constant depreciation rate and 0<= αh <= 1 is the efficiency parameter. The 
efficiency parameter is introduced to capture the possibility that a fraction of the resources 
invested in investment projects may not have a positive impact on the public capital stock as 
emphasized by Prichett (1996) in the context of developing countries in general. In Equation (16), 
we follow the linear specification proposed by Arestoff and Hurlin (2005) and relate the stock of 
public capital in sector h to the flow of investment in h. In the case of “full efficiency”, αh is 
therefore equal to 1. In the experiments reported below, we will also consider the case where αh < 
1. 
 

From standard national accounts identities, nominal GDP at market prices is also given 
by NGDP = PY·Y + INDTAX + tm.PM*.ER.M, where PY.Y = PQ·Q + PX·X - PM·M from the 
equations for the value of production (PY.Y) and the spending identy (PQ.Q).  
 
5.  Balance of Payments and Foreign Debt 
 

Measured in foreign-currency terms, the balance of payments is given by  
 

PX*·X - PM*·M - RG*·FdebtG-1 - RP*·FdebtP-1 + UTR$                 (17) 

+ AID$ + FG + FP - ΔNFA = 0, 
 
where FP denotes private capital inflows (assumed exogenous) and ΔNFA the change in net 
foreign assets of the central bank. The foreign-currency value of the stock of private foreign debt, 
FdebtP, is thus defined as FdebtP = FP + FdebtP-1, whereas the foreign-currency value of the 
stock of external public debt, FdebtG, is given by FdebtG = FG + FdebtG-1, with FG denoting the 
flow of government borrowing abroad. Total external debt, FdebtTot, is thus given by FdebtTot = 
FdebtP + FdebtG. Given that the nominal exchange rate is fixed, the balance of payments clears 
through adjustment in official reserves. 
 
6.  Market Equilibrium and Prices 
 

Market equilibrium requires the equality between the total supply of goods on the 
domestic market and aggregate demand for these goods such that Q = Qd. The price of the 
composite good before taxes, PQ, is a CES aggregation of the price of the domestically-produced 
good and the price of imports: 
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PQ = [βDM·PD1-σ

DM  + (1 - βDM)·PM1-σ
DM] 1/(1-σ

DM
).                        (18) 

 
The tax-inclusive price of the composite good is thus given by PQT = (1+INDTXR)·PQ. 

It is assumed that PY is determined by a dual CET price function:  
 

PY = [βDE· PX1+σ
DE + (1 - βDE)· PD1+σ

DE] 1/(1+σ
DE

).                        (19) 
 

It is assumed that PD exhibits a disequilibrium price mechanism, adjusting partially 
towards its equilibrium value, EQPD such that PD = λPD.EQPD + (1-λPD).PD-1, where EQPD = 
(PQ.Q - PM.M)/DOM from the equation for the spending identity (PQ.Q) and λPD parameter 
measures the speed of price adjustment towards its equilibrium value. 
 

The domestic-currency price of exports, PX, is given by PX = ER·PX*, where PX* is the 
world price of exports (assumed exogenous). The domestic-currency price of imports, PM, is 
defined as the product of the nominal exchange rate and the world price of imports, PM* 
(assumed exogenous), inclusive of tariffs such that PM = (1+tm)·ER·PM*, where 0 < tm < 1 is 
the tariff rate. 
 
7.  Deficit Financing and Private Savings 
 

The financing constraint of the government implies that  
 

- GBAL = DB + ER·FG,                                             (20) 
 
where GBAL is the government budget balance, given by the equation for GBAL. In the 
simulations reported below, we assume that the government finances its deficit through foreign 
borrowing at the average interest rate RG*. We therefore solve the above equation for FG. From 
the household budget constraint, private savings, SP, is given by SP = Ydisp - PQT·CP = s·Ydisp. 
Using the equations for the value of production (PY.Y), YTOT, Ydisp, CP, the spending identity 
(PQ.Q), GTOT, GBAL, TAX, SP, and equations (17) and (20),.it can be shown that the model 
imposes equality between private investment and private savings.  
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Table A3.2: Niger - Trend-based Projections, 2007-15 (Efficiency parameter = 0.5) 

Source: Calculation based on the macroeconomic model presented in Chapter 6.
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Note: The real exchange rate is defined as the growth rate of nominal exchange rate plus the growth rate of the import price index 
minus the growth rate of composite good price after indirect taxes. The “adjusted” elasticity formula proposed by Ravallion (2004) is -
9.3*(1-Gini)^3 = -1.13 where Gini index is 50.5 for Niger. 
 

 
Table A3.3: Niger - 5 Percent Increase in Aid to GDP Ratio, 2007-15 (Efficiency parameter = 0.5) 

2007 2008 2009 2010 2011 2012 2013 2014 2015

Real Sector (in billions of current CFA francs)
Total supply of goods and services 1.90 3.56 5.18 6.79 8.44 10.09 11.73 13.39 15.04
    Gross domestic product at factor cost 2.01 3.71 5.37 7.03 8.74 10.46 12.16 13.89 15.59
    Imports of goods and NFS (inclusive of tariffs) 1.55 3.07 4.55 5.98 7.43 8.89 10.32 11.76 13.18
Total expenditure on goods and services 3.65 5.04 6.61 8.15 9.78 11.41 13.01 14.66 16.27
  Total consumption 2.72 4.49 6.28 8.00 9.78 11.53 13.25 14.99 16.70
      Private consumption 2.29 4.17 5.97 7.72 9.49 11.26 12.98 14.72 16.44
      Public spending on goods and services 4.16 5.54 7.28 8.95 10.72 12.46 14.16 15.90 17.59
  Total investment 14.74 15.06 16.76 18.39 20.23 22.04 23.87 25.81 27.67
      Private investment 1.73 3.85 5.77 7.60 9.48 11.35 13.16 14.96 16.72
      Public investment 28.61 26.55 27.63 28.65 30.06 31.46 32.96 34.72 36.38
  Exports of goods and NFS 0.55 0.41 0.41 0.41 0.65 0.87 1.07 1.32 1.54

Gross domestic product at market prices 4.18 5.44 6.98 8.44 10.09 11.73 13.35 15.02 16.64
Disposable income 2.02 3.68 5.35 6.94 8.65 10.35 12.05 13.76 15.45

Poverty rate
   Ravallion's (2004) adjusted elasticity (Gini = 50.5) -0.55 -0.92 -1.25 -1.56 -1.87 -2.17 -2.45 -2.72 -2.97
   Consumption per capita growth elasticity of -0.5 -0.23 -0.39 -0.55 -0.70 -0.87 -1.04 -1.20 -1.36 -1.51
   Consumption per capita growth elasticity of -1.0 -0.48 -0.81 -1.11 -1.39 -1.68 -1.95 -2.22 -2.47 -2.71
   Consumption per capita growth elasticity of -1.5 -0.76 -1.24 -1.66 -2.04 -2.41 -2.75 -3.06 -3.35 -3.61

External Sector (% of GDP)
Current account 5.24 5.05 4.92 4.81 4.75 4.69 4.65 4.62 4.59
    Trade balance 0.04 -0.21 -0.38 -0.52 -0.60 -0.67 -0.73 -0.78 -0.82
       Exports of goods and NFS -0.53 -0.70 -0.87 -1.01 -1.12 -1.21 -1.30 -1.38 -1.45
       Imports of goods and NFS -0.57 -0.50 -0.50 -0.49 -0.52 -0.54 -0.57 -0.61 -0.63
    Private unrequited transfers -0.03 -0.04 -0.04 -0.05 -0.05 -0.05 -0.05 -0.05 -0.06
    Income (net) 0.01 0.04 0.07 0.09 0.11 0.13 0.14 0.16 0.17
       Public 0.02 0.05 0.07 0.10 0.12 0.13 0.15 0.17 0.18
       Private 0.00 0.00 0.00 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01
    Aid, total 5.01 5.01 5.01 5.01 5.00 5.00 5.00 5.01 5.01
    Other current account flows (net) 0.21 0.24 0.26 0.27 0.28 0.29 0.29 0.29 0.28
Capital account -3.39 -3.55 -3.53 -3.51 -3.51 -3.51 -3.51 -3.52 -3.53
    Private borrowing 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
    Public borrowing -3.39 -3.55 -3.53 -3.51 -3.51 -3.51 -3.51 -3.52 -3.53
    Errors and omissions 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Government Sector (% of GDP)
Total revenue (including grants) 4.67 4.60 4.53 4.48 4.43 4.40 4.38 4.37 4.36
    Domestic taxes -0.21 -0.30 -0.37 -0.41 -0.45 -0.47 -0.49 -0.50 -0.51
       Direct taxes -0.04 -0.03 -0.03 -0.03 -0.02 -0.02 -0.02 -0.02 -0.02
       Indirect taxes -0.16 -0.27 -0.34 -0.39 -0.43 -0.45 -0.47 -0.48 -0.49
    Indirect taxes on imports -0.13 -0.11 -0.11 -0.11 -0.12 -0.12 -0.13 -0.14 -0.14
    Foreign aid (grants) 5.01 5.01 5.01 5.01 5.00 5.00 5.00 5.01 5.01
Total expenditure 1.29 1.05 1.00 0.97 0.93 0.89 0.86 0.85 0.83
    Spending on goods and services -0.04 -0.03 -0.01 0.02 0.04 0.05 0.06 0.07 0.08
        Maintenance spending -0.04 -0.03 -0.01 0.02 0.04 0.05 0.06 0.07 0.08
        Other spending on goods and services 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
    Wages and salaries -0.09 -0.08 -0.08 -0.08 -0.08 -0.08 -0.09 -0.09 -0.09
     Investment 1.43 1.22 1.17 1.12 1.09 1.06 1.04 1.03 1.02
     Interest payments -0.02 -0.05 -0.07 -0.10 -0.12 -0.14 -0.15 -0.17 -0.18
        Domestic debt 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
        Foreign debt -0.02 -0.05 -0.07 -0.10 -0.12 -0.13 -0.15 -0.17 -0.18
Overall fiscal balance 3.39 3.55 3.53 3.51 3.51 3.51 3.51 3.52 3.53
Total financing -3.39 -3.55 -3.53 -3.51 -3.51 -3.51 -3.51 -3.52 -3.53
    Foreign financing -3.39 -3.55 -3.53 -3.51 -3.51 -3.51 -3.51 -3.52 -3.53
    Domestic borrowing 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Prices and Real Exchange Rate
GDP at factor cost deflator (% change) 2.14 1.78 1.63 1.49 1.41 1.32 1.23 1.19 1.12
Composite good price (after indirect taxes, % change) 1.55 1.31 1.23 1.15 1.10 1.05 0.98 0.96 0.91
Real exchange rate (% change) -1.55 -1.31 -1.23 -1.15 -1.10 -1.05 -0.98 -0.96 -0.91

Memorandum items
Real GDP per capita at factor cost (% change) 0.00 0.00 0.09 0.19 0.28 0.35 0.40 0.44 0.45
Real GDP per capita at market prices (% change) 3.17 0.08 0.45 0.40 0.63 0.63 0.66 0.69 0.66
Real disposable income per capita (% change) 0.71 0.53 0.61 0.56 0.71 0.72 0.75 0.75 0.74
Private savings rate (% of GDP) -0.19 -0.15 -0.14 -0.12 -0.12 -0.11 -0.10 -0.10 -0.09
Real private consumption per capita (% change) 0.70 0.51 0.52 0.53 0.59 0.61 0.62 0.63 0.63
Private investment (% of GDP) -0.15 -0.09 -0.07 -0.04 -0.03 -0.02 -0.01 0.00 0.00
Private investment (% of total investment) -5.85 -4.93 -4.68 -4.44 -4.27 -4.10 -3.97 -3.89 -3.80
Public investment (% of total public expenditure) 3.46 2.99 2.88 2.77 2.70 2.64 2.60 2.58 2.55
   Health (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Infrastructure (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Education (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Other (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Aid (% of total revenue) 6.65 6.81 6.96 7.05 7.14 7.20 7.24 7.30 7.34
Total public investment (% of aid) -2.84 -3.84 -4.05 -4.24 -4.40 -4.54 -4.66 -4.75 -4.82
Domestic debt (% of GDP) -0.32 -0.36 -0.42 -0.47 -0.52 -0.56 -0.60 -0.64 -0.68
External debt (% of GDP) -5.59 -8.99 -11.99 -14.53 -16.83 -18.88 -20.74 -22.46 -24.05
Interest payment on external public debt (% of exports) -0.02 -0.19 -0.36 -0.53 -0.70 -0.87 -1.03 -1.20 -1.36
Degree of openness (total trade in % of GDP) -1.23 -1.31 -1.48 -1.61 -1.75 -1.88 -2.00 -2.12 -2.23
Educated labor (in % of population) 0.00 0.00 0.04 0.11 0.19 0.30 0.41 0.53 0.66
Real imports (in billions of current CFA francs) 14.02 30.26 49.14 70.92 96.70 126.37 159.65 197.26 238.77
Real exports (in billions of current CFA francs) 7.95 6.49 6.87 7.37 12.29 17.26 22.23 28.74 35.03
Real public investment (in billions of current CFA francs) 30.72 28.67 30.14 31.78 34.07 36.56 39.44 42.83 46.35

Years

 
Source: Calculation based on the macroeconomic model presented in Chapter 6. 
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Table A3.4: Niger - Debt Relief in 2007 (Efficiency parameter = 0.5) 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015

Real Sector (in billions of current CFA francs)
Total supply of goods and services 0.55 0.99 1.38 1.73 2.07 2.43 2.74 3.04 3.33
    Gross domestic product at factor cost 0.58 1.02 1.43 1.79 2.14 2.51 2.83 3.13 3.44
    Imports of goods and NFS (inclusive of tariffs) 0.46 0.87 1.24 1.54 1.84 2.16 2.45 2.71 2.97
Total expenditure on goods and services 1.05 1.37 1.72 2.02 2.34 2.67 2.96 3.23 3.50
  Total consumption 0.76 1.18 1.60 1.95 2.30 2.66 2.99 3.29 3.57
      Private consumption 0.63 1.09 1.50 1.86 2.22 2.58 2.92 3.22 3.51
      Public spending on goods and services 1.21 1.51 1.90 2.23 2.58 2.94 3.24 3.52 3.80
  Total investment 4.38 4.29 4.62 4.84 5.10 5.35 5.53 5.69 5.93
      Private investment 0.50 1.07 1.56 1.97 2.39 2.79 3.14 3.46 3.77
      Public investment 8.50 7.59 7.65 7.56 7.58 7.59 7.55 7.52 7.65
  Exports of goods and NFS 0.20 0.17 0.13 0.09 0.18 0.31 0.38 0.47 0.53

Gross domestic product at market prices 1.28 1.57 1.92 2.19 2.52 2.85 3.16 3.42 3.70
Disposable income 0.61 1.04 1.44 1.77 2.13 2.47 2.83 3.12 3.41

Poverty rate
   Ravallion's (2004) adjusted elasticity (Gini = 50.5) -0.13 -0.21 -0.28 -0.35 -0.43 -0.50 -0.58 -0.65 -0.70
   Consumption per capita growth elasticity of -0.5 -0.06 -0.09 -0.12 -0.16 -0.20 -0.24 -0.28 -0.32 -0.35
   Consumption per capita growth elasticity of -1.0 -0.12 -0.18 -0.25 -0.31 -0.38 -0.45 -0.52 -0.58 -0.64
   Consumption per capita growth elasticity of -1.5 -0.18 -0.28 -0.38 -0.46 -0.55 -0.64 -0.73 -0.80 -0.86

External Sector (% of GDP)
Current account 0.51 0.37 0.28 0.20 0.16 0.12 0.08 0.05 0.03
    Trade balance 0.02 -0.05 -0.10 -0.14 -0.15 -0.16 -0.18 -0.18 -0.19
       Exports of goods and NFS -0.16 -0.20 -0.25 -0.28 -0.30 -0.31 -0.32 -0.33 -0.34
       Imports of goods and NFS -0.18 -0.15 -0.15 -0.14 -0.14 -0.14 -0.15 -0.15 -0.15
    Private unrequited transfers -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01
    Income (net) 0.42 0.36 0.32 0.28 0.25 0.22 0.19 0.17 0.16
       Public 0.42 0.37 0.32 0.28 0.25 0.22 0.20 0.18 0.16
       Private 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
    Aid, total 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01
    Other current account flows (net) 0.07 0.07 0.08 0.08 0.08 0.08 0.08 0.07 0.07
Capital account 0.00 -0.04 -0.03 -0.03 -0.02 -0.03 -0.03 -0.04 -0.06
    Private borrowing 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
    Public borrowing 0.00 -0.04 -0.03 -0.03 -0.02 -0.03 -0.03 -0.04 -0.06
    Errors and omissions 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Government Sector (% of GDP)
Total revenue (including grants) -0.05 -0.05 -0.04 -0.04 -0.04 -0.03 -0.04 -0.04 -0.02
    Domestic taxes -0.02 -0.01 -0.01 -0.01 0.00 0.00 0.00 0.00 0.00
       Direct taxes -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01
       Indirect taxes 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
    Indirect taxes on imports -0.04 -0.03 -0.03 -0.03 -0.03 -0.03 -0.03 -0.03 -0.03
    Foreign aid (grants) 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01
Total expenditure -0.03 -0.04 0.00 0.03 0.05 0.07 0.07 0.07 0.08
    Spending on goods and services -0.02 -0.01 0.00 0.01 0.01 0.02 0.02 0.02 0.02
    Wages and salaries -0.03 -0.02 -0.02 -0.02 -0.02 -0.02 -0.02 -0.02 -0.02
     Investment 0.44 0.37 0.35 0.32 0.30 0.29 0.26 0.25 0.24
     Interest payments -0.42 -0.37 -0.32 -0.28 -0.25 -0.22 -0.20 -0.18 -0.16
        Domestic debt 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
        Foreign debt -0.42 -0.37 -0.32 -0.28 -0.25 -0.22 -0.20 -0.18 -0.16
Overall fiscal balance 0.00 0.04 0.03 0.03 0.02 0.03 0.03 0.04 0.06
Total financing 0.00 -0.04 -0.03 -0.03 -0.02 -0.03 -0.03 -0.04 -0.06
    Foreign financing 0.00 -0.04 -0.03 -0.03 -0.02 -0.03 -0.03 -0.04 -0.06
    Domestic borrowing 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Prices and Real Exchange Rate
GDP at factor cost deflator (% change) 0.62 0.47 0.40 0.32 0.29 0.28 0.22 0.19 0.19
Composite good price (after indirect taxes, % change) 0.49 0.37 0.32 0.26 0.23 0.22 0.18 0.15 0.15
Real exchange rate (% change) -0.49 -0.37 -0.32 -0.26 -0.23 -0.22 -0.18 -0.15 -0.15

Memorandum items
Real GDP per capita at factor cost (% change) 0.00 0.00 0.03 0.06 0.08 0.10 0.12 0.12 0.13
Real GDP per capita at market prices (% change) 0.95 -0.05 0.08 0.04 0.13 0.13 0.17 0.13 0.14
Real disposable income per capita (% change) 0.19 0.10 0.13 0.11 0.16 0.16 0.21 0.17 0.16
Private savings rate (% of GDP) -0.06 -0.05 -0.04 -0.04 -0.03 -0.03 -0.03 -0.03 -0.02
Real private consumption per capita (% change) 0.17 0.10 0.11 0.12 0.14 0.15 0.16 0.15 0.14
Private investment (% of GDP) -0.05 -0.03 -0.02 -0.01 -0.01 0.00 0.00 0.00 0.00
Private investment (% of total investment) -1.91 -1.56 -1.46 -1.33 -1.23 -1.13 -1.04 -0.95 -0.90
Public investment (% of total public expenditure) 1.34 1.13 1.05 0.96 0.89 0.83 0.76 0.70 0.67
   Health (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Infrastructure (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Education (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Other (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Aid (% of total revenue) 0.15 0.10 0.10 0.08 0.08 0.08 0.08 0.07 0.09
Total public investment (% of aid) 2.58 2.17 2.05 1.92 1.80 1.69 1.57 1.47 1.38
Domestic debt (% of GDP) -0.10 -0.11 -0.12 -0.13 -0.13 -0.14 -0.15 -0.15 -0.16
External debt (% of GDP) -46.90 -40.93 -35.81 -31.44 -27.78 -24.70 -22.09 -19.86 -17.96
Interest payment on external public debt (% of exports) -2.75 -2.47 -2.24 -2.05 -1.88 -1.73 -1.60 -1.47 -1.36
Degree of openness (total trade in % of GDP) -0.39 -0.39 -0.43 -0.45 -0.47 -0.48 -0.51 -0.51 -0.52
Educated labor (in % of population) 0.00 0.00 0.01 0.03 0.06 0.09 0.12 0.15 0.19

Years

 
Source: Calculation based on the macroeconomic model presented in Chapter 6. 
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Table A3.5: Niger - 5 Percent Increase in Aid to GDP Ratio in 2007 (the ratio drops by 0.5% up to 
2011) 1% increase in the direct tax rate starting in 2007 up to 2011, 2007-15 (Efficiency parameter = 

0.5) 

2007 2008 2009 2010 2011 2012 2013 2014 2015

Real Sector (in billions of current CFA francs)
Total supply of goods and services 0.78 1.17 1.30 1.30 1.24 2.36 3.67 5.29 7.16
    Gross domestic product at factor cost 0.83 1.22 1.34 1.35 1.29 2.47 3.82 5.50 7.42
    Imports of goods and NFS (inclusive of tariffs) 0.60 1.01 1.15 1.15 1.09 2.01 3.16 4.60 6.28
Total expenditure on goods and services 1.53 1.52 1.37 1.13 0.88 2.98 4.33 6.10 8.07
  Total consumption 0.33 -0.16 -0.88 -1.72 -2.61 -1.12 0.29 2.03 3.99
      Private consumption -0.09 -0.70 -1.61 -2.66 -3.78 -2.59 -1.24 0.40 2.27
      Public spending on goods and services 1.73 1.64 1.55 1.42 1.30 3.81 5.43 7.54 9.80
  Total investment 12.70 16.45 20.93 25.45 30.12 38.83 40.78 44.08 47.45
      Private investment 0.72 1.66 2.47 3.28 4.22 6.51 9.15 11.97 14.94
      Public investment 25.48 31.60 39.19 46.54 53.81 67.30 67.64 70.44 73.31
  Exports of goods and NFS 0.05 0.15 0.15 0.45 1.03 2.28 3.19 4.28 5.49

Gross domestic product at market prices 1.62 1.44 1.17 0.81 0.50 2.93 4.34 6.18 8.22
Disposable income -0.24 -0.86 -1.76 -2.83 -3.92 -2.76 -1.47 0.09 1.90

Poverty rate
   Ravallion's (2004) adjusted elasticity (Gini = 50.5) 0.61 1.32 2.00 2.60 3.09 2.49 1.85 1.17 0.46
   Consumption per capita growth elasticity of -0.5 0.26 0.56 0.87 1.16 1.41 1.16 0.89 0.57 0.23
   Consumption per capita growth elasticity of -1.0 0.54 1.16 1.76 2.30 2.75 2.23 1.66 1.06 0.42
   Consumption per capita growth elasticity of -1.5 0.84 1.79 2.67 3.43 4.03 3.19 2.33 1.45 0.56

External Sector (% of GDP)
Current account 5.07 4.50 3.97 3.50 3.08 3.31 3.33 3.38 3.41
    Trade balance -0.01 -0.09 -0.14 -0.12 -0.06 0.11 0.11 0.11 0.10
       Exports of goods and NFS -0.24 -0.19 -0.14 -0.05 0.07 -0.08 -0.13 -0.21 -0.28
       Imports of goods and NFS -0.23 -0.10 0.00 0.07 0.13 -0.19 -0.24 -0.32 -0.38
    Private unrequited transfers -0.01 -0.01 -0.01 0.00 0.00 -0.01 -0.02 -0.02 -0.03
    Income (net) 0.01 0.04 0.07 0.09 0.11 0.13 0.15 0.16 0.17
       Public 0.01 0.04 0.07 0.09 0.11 0.14 0.15 0.17 0.18
       Private 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 -0.01
    Aid, total 5.00 4.50 4.00 3.50 3.01 3.00 2.99 3.01 3.01
    Other current account flows (net) 0.08 0.07 0.05 0.03 0.02 0.08 0.10 0.13 0.15
Capital account -4.32 -4.31 -4.21 -4.11 -4.02 -3.31 -3.36 -3.32 -3.29
    Private borrowing 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
    Public borrowing -4.32 -4.31 -4.21 -4.11 -4.02 -3.31 -3.36 -3.32 -3.29
    Errors and omissions 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Government Sector (% of GDP)
Total revenue (including grants) 5.71 6.06 6.46 6.87 7.31 7.13 7.11 7.10 7.08
    Domestic taxes 0.75 1.59 2.45 3.35 4.27 4.18 4.17 4.16 4.16
       Direct taxes 0.91 1.84 2.75 3.67 4.59 4.51 4.50 4.49 4.48
       Indirect taxes -0.16 -0.25 -0.30 -0.32 -0.32 -0.33 -0.33 -0.33 -0.33
    Indirect taxes on imports -0.05 -0.02 0.00 0.02 0.03 -0.04 -0.05 -0.07 -0.09
    Foreign aid (grants) 5.00 4.50 4.00 3.50 3.01 3.00 2.99 3.01 3.01
Total expenditure 1.38 1.75 2.25 2.77 3.28 3.83 3.75 3.78 3.79
    Spending on goods and services -0.01 -0.01 0.02 0.07 0.11 0.13 0.17 0.22 0.27
        Maintenance spending -0.01 -0.01 0.02 0.07 0.11 0.13 0.17 0.22 0.27
        Other spending on goods and services 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
    Wages and salaries -0.04 -0.02 0.00 0.02 0.04 -0.01 -0.01 -0.01 -0.02
     Investment 1.43 1.82 2.29 2.77 3.25 3.84 3.74 3.73 3.72
     Interest payments -0.01 -0.04 -0.07 -0.09 -0.11 -0.14 -0.15 -0.17 -0.18
        Domestic debt 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
        Foreign debt -0.01 -0.04 -0.07 -0.09 -0.11 -0.14 -0.15 -0.17 -0.18
Overall fiscal balance 4.32 4.31 4.21 4.11 4.02 3.31 3.36 3.32 3.29
Total financing -4.32 -4.31 -4.21 -4.11 -4.02 -3.31 -3.36 -3.32 -3.29
    Foreign financing -4.32 -4.31 -4.21 -4.11 -4.02 -3.31 -3.36 -3.32 -3.29
    Domestic borrowing 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Prices and Real Exchange Rate
GDP at factor cost deflator (% change) 0.89 0.41 0.05 -0.21 -0.42 0.73 0.73 0.88 0.96
Composite good price (after indirect taxes, % change) 0.55 0.23 -0.01 -0.18 -0.33 0.59 0.59 0.71 0.78
Real exchange rate (% change) -0.55 -0.23 0.01 0.18 0.33 -0.59 -0.59 -0.71 -0.78

Memorandum items
Real GDP per capita at factor cost (% change) 0.00 0.00 0.09 0.21 0.36 0.51 0.66 0.82 0.95
Real GDP per capita at market prices (% change) 1.28 -0.43 -0.30 -0.22 -0.02 2.15 0.95 1.26 1.36
Real disposable income per capita (% change) -0.82 -0.94 -1.02 -1.05 -0.94 0.78 0.90 1.06 1.23
Private savings rate (% of GDP) -0.17 -0.21 -0.26 -0.32 -0.39 -0.49 -0.49 -0.51 -0.52
Real private consumption per capita (% change) -0.77 -0.95 -0.99 -0.96 -0.87 0.71 0.85 1.01 1.15
Private investment (% of GDP) -0.06 0.01 0.08 0.14 0.20 0.18 0.23 0.27 0.30
Private investment (% of total investment) -5.49 -6.43 -7.59 -8.62 -9.51 -10.90 -10.32 -10.05 -9.77
Public investment (% of total public expenditure) 3.41 4.27 5.30 6.29 7.26 8.48 8.25 8.21 8.16
   Health (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Infrastructure (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Education (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Other (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Aid (% of total revenue) 4.51 2.29 0.08 -2.12 -4.28 -4.01 -3.98 -3.90 -3.85
Total public investment (% of aid) -2.83 -0.34 2.73 5.94 9.29 12.19 11.65 11.59 11.48
Domestic debt (% of GDP) -0.13 -0.10 -0.06 -0.03 0.00 -0.18 -0.26 -0.36 -0.47
External debt (% of GDP) -5.20 -8.76 -11.74 -14.25 -16.47 -18.65 -20.37 -22.01 -23.54
Interest payment on external public debt (% of exports) 0.00 -0.23 -0.45 -0.66 -0.87 -1.08 -1.23 -1.39 -1.55
Degree of openness (total trade in % of GDP) -0.51 -0.30 -0.15 0.04 0.22 -0.31 -0.43 -0.60 -0.75
Educated labor (in % of population) 0.00 0.00 0.04 0.11 0.23 0.39 0.59 0.85 1.13
Real imports (in billions of current CFA francs) 5.46 9.93 12.45 13.69 14.17 28.56 48.94 77.15 113.66
Real exports (in billions of current CFA francs) 0.73 2.37 2.51 7.97 19.26 45.00 66.06 93.00 124.82
Real public investment (in billions of current CFA francs) 28.49 37.96 50.72 65.24 81.75 108.06 114.28 124.58 135.39

Years

 
            Source: Calculation based on the macroeconomic model presented in Chapter 6. 
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Table A3.6: Niger - 5 Percent Increase in Aid to GDP Ratio, 2007-15  

(Increasing efficiency parameter from 0.5 to 0.8) 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015

Real Sector (in billions of current CFA francs)
Total supply of goods and services 1.94 3.86 6.24 9.18 12.73 16.78 21.19 25.91 30.82
    Gross domestic product at factor cost 2.05 4.03 6.49 9.56 13.25 17.45 22.02 26.90 31.98
    Imports of goods and NFS (inclusive of tariffs) 1.58 3.31 5.39 7.94 11.03 14.58 18.46 22.63 26.95
Total expenditure on goods and services 3.73 5.53 8.11 11.29 15.10 19.34 23.88 28.72 33.69
  Total consumption 2.78 4.91 7.67 11.02 15.00 19.44 24.19 29.24 34.44
      Private consumption 2.34 4.52 7.16 10.38 14.23 18.56 23.22 28.18 33.31
      Public spending on goods and services 4.25 6.21 9.34 13.16 17.59 22.40 27.46 32.81 38.26
  Total investment 15.08 16.42 19.93 23.85 28.48 33.55 38.98 44.81 50.74
      Private investment 2.28 5.91 10.32 15.06 20.36 26.10 32.11 38.34 44.69
      Public investment 28.73 27.19 29.44 32.22 35.91 40.10 44.82 50.12 55.55
  Exports of goods and NFS 0.56 0.64 1.28 2.43 4.07 5.80 7.50 9.19 10.77

Gross domestic product at market prices 4.27 6.00 8.67 11.91 15.90 20.30 25.00 29.98 35.07
Disposable income 2.06 4.00 6.45 9.45 13.15 17.33 21.88 26.74 31.77

Poverty rate
   Ravallion's (2004) adjusted elasticity (Gini = 50.5) -0.56 -1.03 -1.64 -2.44 -3.39 -4.40 -5.39 -6.33 -7.21
   Consumption per capita growth elasticity of -0.5 -0.23 -0.44 -0.72 -1.11 -1.58 -2.11 -2.66 -3.22 -3.76
   Consumption per capita growth elasticity of -1.0 -0.49 -0.90 -1.45 -2.17 -3.04 -3.96 -4.88 -5.77 -6.60
   Consumption per capita growth elasticity of -1.5 -0.77 -1.39 -2.18 -3.19 -4.35 -5.54 -6.67 -7.71 -8.63

External Sector (% of GDP)
Current account 5.25 5.09 5.04 5.03 5.04 5.03 4.98 4.93 4.86
    Trade balance 0.04 -0.18 -0.31 -0.38 -0.42 -0.49 -0.56 -0.65 -0.74
       Exports of goods and NFS -0.54 -0.75 -0.97 -1.15 -1.33 -1.51 -1.68 -1.85 -2.02
       Imports of goods and NFS -0.58 -0.56 -0.66 -0.77 -0.90 -1.02 -1.12 -1.21 -1.28
    Private unrequited transfers -0.03 -0.04 -0.05 -0.06 -0.07 -0.08 -0.09 -0.10 -0.10
    Income (net) 0.01 0.04 0.07 0.10 0.12 0.14 0.15 0.17 0.18
       Public 0.02 0.05 0.08 0.10 0.13 0.15 0.17 0.18 0.20
       Private 0.00 0.00 -0.01 -0.01 -0.01 -0.01 -0.01 -0.02 -0.02
    Aid, total 5.01 5.01 5.01 5.01 5.00 5.00 4.99 5.01 5.01
    Other current account flows (net) 0.22 0.26 0.32 0.38 0.43 0.46 0.49 0.51 0.51
Capital account -3.39 -3.52 -3.43 -3.34 -3.27 -3.23 -3.20 -3.18 -3.16
    Private borrowing 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
    Public borrowing -3.39 -3.52 -3.43 -3.34 -3.27 -3.23 -3.20 -3.18 -3.16
    Errors and omissions 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Government Sector (% of GDP)
Total revenue (including grants) 4.67 4.58 4.48 4.40 4.32 4.26 4.22 4.20 4.17
    Domestic taxes -0.21 -0.30 -0.38 -0.44 -0.48 -0.51 -0.53 -0.54 -0.54
       Direct taxes -0.04 -0.04 -0.04 -0.04 -0.04 -0.05 -0.05 -0.05 -0.05
       Indirect taxes -0.16 -0.27 -0.34 -0.40 -0.43 -0.46 -0.48 -0.49 -0.50
    Indirect taxes on imports -0.13 -0.13 -0.15 -0.17 -0.20 -0.23 -0.25 -0.27 -0.29
    Foreign aid (grants) 5.01 5.01 5.01 5.01 5.00 5.00 4.99 5.01 5.01
Total expenditure 1.28 1.06 1.05 1.06 1.04 1.03 1.02 1.02 1.02
    Spending on goods and services -0.04 -0.01 0.07 0.17 0.24 0.30 0.35 0.39 0.43
        Maintenance spending -0.04 -0.01 0.07 0.17 0.24 0.30 0.35 0.39 0.43
        Other spending on goods and services 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
    Wages and salaries -0.09 -0.09 -0.10 -0.10 -0.11 -0.11 -0.12 -0.12 -0.13
     Investment 1.43 1.22 1.15 1.09 1.04 0.99 0.95 0.93 0.91
     Interest payments -0.02 -0.05 -0.08 -0.11 -0.13 -0.15 -0.17 -0.18 -0.20
        Domestic debt 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
        Foreign debt -0.02 -0.05 -0.08 -0.10 -0.13 -0.15 -0.17 -0.18 -0.20
Overall fiscal balance 3.39 3.52 3.43 3.34 3.27 3.23 3.20 3.18 3.16
Total financing -3.39 -3.52 -3.43 -3.34 -3.27 -3.23 -3.20 -3.18 -3.16
    Foreign financing -3.39 -3.52 -3.43 -3.34 -3.27 -3.23 -3.20 -3.18 -3.16
    Domestic borrowing 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Prices and Real Exchange Rate
GDP at factor cost deflator (% change) 2.19 2.00 2.17 2.32 2.46 2.50 2.47 2.45 2.36
Composite good price (after indirect taxes, % change) 1.58 1.49 1.66 1.80 1.94 2.00 1.99 1.98 1.92
Real exchange rate (% change) -1.58 -1.49 -1.66 -1.80 -1.94 -2.00 -1.99 -1.98 -1.92

Memorandum items
Real GDP per capita at factor cost (% change) 0.00 0.07 0.36 0.75 1.11 1.41 1.62 1.75 1.82
Real GDP per capita at market prices (% change) 3.24 0.42 1.23 1.60 2.11 2.28 2.40 2.48 2.44
Real disposable income per capita (% change) 0.72 0.67 1.02 1.40 1.89 2.17 2.37 2.47 2.50
Private savings rate (% of GDP) -0.19 -0.17 -0.18 -0.20 -0.21 -0.22 -0.22 -0.22 -0.22
Real private consumption per capita (% change) 0.71 0.64 0.92 1.29 1.65 1.91 2.06 2.16 2.19
Private investment (% of GDP) -0.12 -0.01 0.09 0.16 0.21 0.25 0.29 0.32 0.34
Private investment (% of total investment) -5.74 -4.57 -3.99 -3.46 -3.02 -2.61 -2.27 -2.01 -1.78
Public investment (% of total public expenditure) 3.47 2.98 2.81 2.62 2.47 2.34 2.24 2.17 2.11
   Health (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Infrastructure (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Education (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Other (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Aid (% of total revenue) 6.65 6.86 7.06 7.23 7.38 7.50 7.59 7.68 7.73
Total public investment (% of aid) -2.84 -3.85 -4.10 -4.38 -4.63 -4.87 -5.05 -5.19 -5.30
Domestic debt (% of GDP) -0.32 -0.40 -0.53 -0.67 -0.83 -0.98 -1.13 -1.27 -1.39
External debt (% of GDP) -5.64 -9.21 -12.51 -15.40 -18.02 -20.31 -22.33 -24.14 -25.74
Interest payment on external public debt (% of exports) -0.02 -0.19 -0.38 -0.57 -0.75 -0.93 -1.10 -1.25 -1.40
Degree of openness (total trade in % of GDP) -1.26 -1.43 -1.77 -2.09 -2.44 -2.75 -3.05 -3.34 -3.59
Educated labor (in % of population) 0.00 0.03 0.17 0.43 0.78 1.20 1.68 2.19 2.72
Real imports (in billions of current CFA francs) 14.32 32.64 58.25 94.16 143.48 207.25 285.65 379.49 488.21
Real exports (in billions of current CFA francs) 8.10 10.09 21.48 43.24 76.52 114.51 155.43 199.70 245.08
Real public investment (in billions of current CFA francs) 30.80 29.14 31.48 34.48 38.67 43.74 49.87 57.20 65.28

Years

 
            Source: Calculation based on the macroeconomic model presented in Chapter 6. 
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Table A3.7: Niger – 5% Increase in Aid to GDP Ratio in 2007 (the ratio drops by 0.5% up to 2011) 
1% increase in the direct tax rate starting in 2007 up to 2011, 2007-15 (Increasing efficiency 

parameter) 

2007 2008 2009 2010 2011 2012 2013 2014 2015

Real Sector (in billions of current CFA francs)
Total supply of goods and services 0.82 1.46 2.29 3.61 5.45 9.00 13.19 18.18 23.72
    Gross domestic product at factor cost 0.87 1.53 2.40 3.78 5.69 9.39 13.72 18.87 24.57
    Imports of goods and NFS (inclusive of tariffs) 0.63 1.24 1.95 3.05 4.66 7.71 11.41 15.88 20.88
Total expenditure on goods and services 1.60 1.99 2.79 4.16 6.08 10.85 15.30 20.66 26.41
  Total consumption 0.38 0.24 0.41 1.11 2.31 6.44 10.90 16.20 21.95
      Private consumption -0.05 -0.37 -0.52 -0.20 0.60 4.26 8.50 13.51 19.02
      Public spending on goods and services 1.82 2.28 3.51 5.49 8.04 13.75 18.99 25.27 31.86
  Total investment 13.04 17.79 24.15 31.25 39.23 52.30 59.08 67.83 76.94
      Private investment 1.26 3.66 6.97 10.81 15.40 22.08 29.83 38.21 47.10
      Public investment 25.59 32.27 41.15 50.69 61.04 78.91 83.92 92.16 100.69
  Exports of goods and NFS 0.06 0.38 1.02 2.50 4.78 7.55 10.23 13.40 16.36

Gross domestic product at market prices 1.71 1.99 2.77 4.16 6.21 11.45 16.07 21.72 27.66
Disposable income -0.20 -0.56 -0.74 -0.50 0.29 3.81 7.88 12.79 18.15

Poverty rate
   Ravallion's (2004) adjusted elasticity (Gini = 50.5) 0.60 1.21 1.60 1.66 1.41 -0.04 -1.55 -3.09 -4.58
   Consumption per capita growth elasticity of -0.5 0.25 0.51 0.70 0.74 0.65 -0.01 -0.74 -1.54 -2.34
   Consumption per capita growth elasticity of -1.0 0.53 1.06 1.41 1.47 1.25 -0.04 -1.40 -2.81 -4.18
   Consumption per capita growth elasticity of -1.5 0.83 1.64 2.14 2.18 1.82 -0.07 -1.96 -3.82 -5.55

External Sector (% of GDP)
Current account 5.08 4.54 4.10 3.73 3.41 3.65 3.68 3.72 3.67
    Trade balance -0.01 -0.07 -0.07 0.01 0.14 0.28 0.25 0.23 0.14
       Exports of goods and NFS -0.25 -0.23 -0.24 -0.22 -0.18 -0.44 -0.60 -0.79 -0.99
       Imports of goods and NFS -0.24 -0.16 -0.17 -0.23 -0.31 -0.72 -0.86 -1.02 -1.13
    Private unrequited transfers -0.01 -0.01 -0.02 -0.02 -0.03 -0.05 -0.06 -0.07 -0.08
    Income (net) 0.01 0.04 0.07 0.10 0.12 0.14 0.16 0.17 0.18
       Public 0.01 0.04 0.07 0.10 0.12 0.15 0.17 0.18 0.19
       Private 0.00 0.00 0.00 0.00 0.00 -0.01 -0.01 -0.01 -0.02
    Aid, total 5.00 4.50 4.00 3.50 3.00 2.99 3.00 3.00 3.01
    Other current account flows (net) 0.09 0.09 0.11 0.14 0.18 0.28 0.34 0.39 0.43
Capital account -4.32 -4.28 -4.10 -3.90 -3.74 -2.98 -2.97 -2.88 -2.83
    Private borrowing 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
    Public borrowing -4.32 -4.28 -4.10 -3.90 -3.74 -2.98 -2.97 -2.88 -2.83
    Errors and omissions 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Government Sector (% of GDP)
Total revenue (including grants) 5.70 6.04 6.39 6.75 7.11 6.91 6.87 6.82 6.79
    Domestic taxes 0.75 1.58 2.42 3.29 4.18 4.08 4.06 4.04 4.04
       Direct taxes 0.91 1.83 2.73 3.62 4.51 4.42 4.40 4.38 4.37
       Indirect taxes -0.16 -0.25 -0.30 -0.32 -0.33 -0.34 -0.34 -0.34 -0.34
    Indirect taxes on imports -0.05 -0.04 -0.04 -0.05 -0.07 -0.16 -0.19 -0.23 -0.26
    Foreign aid (grants) 5.00 4.50 4.00 3.50 3.00 2.99 3.00 3.00 3.01
Total expenditure 1.38 1.76 2.29 2.85 3.37 3.94 3.90 3.93 3.96
    Spending on goods and services -0.01 0.01 0.10 0.22 0.32 0.40 0.51 0.60 0.68
        Maintenance spending -0.01 0.01 0.10 0.22 0.32 0.40 0.51 0.60 0.68
        Other spending on goods and services 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
    Wages and salaries -0.04 -0.02 -0.01 0.00 0.01 -0.04 -0.04 -0.05 -0.06
     Investment 1.43 1.81 2.28 2.73 3.16 3.72 3.60 3.57 3.54
     Interest payments -0.01 -0.04 -0.07 -0.10 -0.12 -0.15 -0.17 -0.18 -0.20
        Domestic debt 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
        Foreign debt -0.01 -0.04 -0.07 -0.10 -0.12 -0.15 -0.17 -0.18 -0.19
Overall fiscal balance 4.32 4.28 4.10 3.90 3.74 2.98 2.97 2.88 2.83
Total financing -4.32 -4.28 -4.10 -3.90 -3.74 -2.98 -2.97 -2.88 -2.83
    Foreign financing -4.32 -4.28 -4.10 -3.90 -3.74 -2.98 -2.97 -2.88 -2.83
    Domestic borrowing 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Prices and Real Exchange Rate
GDP at factor cost deflator (% change) 0.93 0.62 0.56 0.66 0.72 2.04 2.15 2.41 2.46
Composite good price (after indirect taxes, % change) 0.59 0.41 0.40 0.51 0.58 1.65 1.74 1.95 2.00
Real exchange rate (% change) -0.59 -0.41 -0.40 -0.51 -0.58 -1.65 -1.74 -1.95 -2.00

Memorandum items
Real GDP per capita at factor cost (% change) 0.00 0.07 0.35 0.77 1.23 1.65 2.01 2.32 2.54
Real GDP per capita at market prices (% change) 1.34 -0.09 0.48 1.04 1.65 3.92 2.92 3.49 3.43
Real disposable income per capita (% change) -0.81 -0.81 -0.61 -0.23 0.32 2.31 2.67 3.13 3.30
Private savings rate (% of GDP) -0.17 -0.23 -0.31 -0.40 -0.50 -0.61 -0.63 -0.65 -0.66
Real private consumption per capita (% change) -0.76 -0.82 -0.59 -0.19 0.26 2.13 2.47 2.80 2.98
Private investment (% of GDP) -0.03 0.10 0.24 0.36 0.47 0.50 0.60 0.67 0.73
Private investment (% of total investment) -5.38 -6.07 -6.88 -7.59 -8.18 -9.29 -8.44 -7.96 -7.47
Public investment (% of total public expenditure) 3.41 4.26 5.23 6.12 6.96 8.07 7.77 7.66 7.54
   Health (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Infrastructure (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Education (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Other (% of public investment) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Aid (% of total revenue) 4.52 2.33 0.21 -1.90 -3.97 -3.65 -3.56 -3.44 -3.38
Total public investment (% of aid) -2.83 -0.35 2.66 5.74 8.89 11.59 10.98 10.80 10.60
Domestic debt (% of GDP) -0.13 -0.14 -0.18 -0.25 -0.36 -0.66 -0.87 -1.10 -1.30
External debt (% of GDP) -5.24 -8.98 -12.26 -15.15 -17.75 -20.16 -22.03 -23.80 -25.33
Interest payment on external public debt (% of exports) 0.00 -0.24 -0.47 -0.70 -0.92 -1.14 -1.29 -1.45 -1.58
Degree of openness (total trade in % of GDP) -0.54 -0.43 -0.46 -0.50 -0.56 -1.32 -1.66 -2.05 -2.38
Educated labor (in % of population) 0.00 0.03 0.17 0.44 0.84 1.35 1.97 2.69 3.48
Real imports (in billions of current CFA francs) 5.74 12.22 21.09 36.17 60.56 109.52 176.54 266.42 378.18
Real exports (in billions of current CFA francs) 0.86 5.91 17.07 44.58 89.77 149.20 212.07 291.11 372.24
Real public investment (in billions of current CFA francs) 28.57 38.46 52.24 68.54 87.72 118.16 129.51 146.12 163.96

Years

 
            Source: Calculation based on the macroeconomic model presented in Chapter 6. 
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