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Preface 
This Country Assistance Evaluation (CAE) provides an independent 
assessment of World Bank program in Senegal from fiscal 1994 
through fiscal 2004. The evaluation examines whether: (a) the objec- 
tives of Bank support were relevant; (b) the Bank's program was e€- 
fectively designed and consistent with its objectives; and (c) the 
Bank's program achieved its objectives and had a substantial impact 
on the country's development during this period. Examining these 
questions allows the CAE to draw lessons and recommendations far 
future Bank support. Annex E describes the methodological approach. 

The evaluation i s  based on analysis in the Independent Evaluation 
Group (IEG) background papers, sectoral reviews, and project assess- 
ments as well as on interviews with senior government officials, repre- 
sentatives of the private sector and civil society, trade unions, NGOs, 
members of the donor community, staff of project implementation 
units, and Bank and &SF staff in Washington and in Senegal. A list of 
those interviewed i s  in Annex C. An IEG-World Bank mission visited 
Senegal in Novemkr/December 2004. The prel imnary findings were 
discussed with the Country Team in July 2005. 

The Management Action Record is attached as Annex D. Commmts 
from the Government have h e n  incorporated in the report. Com- 
ments in French and their unofficial En&h translation are attached 
as Attachment 1 and 2 respectively. 

The report includes a contribution by the Independent Evaluation Group 
(IEG) of the World Bank's International Finance Corporation (box 1 and 
A m e x  B), prepared by Sidney Edelmann and Cherian Samuel. 

This CAE was written by Gerard Kambou (Task Manager, IEGCR) 
with the assistance of Z e p e p  Taymas (IEGCR) on macroeconomic, 
private sector, and rural development issues; Mary Oakes Smith 
(Consultant) on social sectors; and Rob& (Consultant) on de- 
centralization, governance, the environment and infrastructure. This 
evaluation also benefited from comments of Laurie Effron (IEGCR), 
and Yvonne Tsikata (IEGCR). Bell Uuelega, Adrian Kats, and Victor 
Orozco provided research assistance. Silvana Valle and Janice Joshi 
provided administrative and editorial assistance. 





Summary of CAE Ratings, FY94-04 
Country Program I O b i d i e s  
~ a ~ j d ,  s u ~ a i ~ a ~ ~ e  e ~ ~ o ~ i c  
growth 

Macroeconomic stability 

Private sector development 

Infrastructure development 

Agriculture and rural 
development 

Capacity ~ui~dj#g and 
 de^^^^^^ of social sewices 

e Raise access, improve 
efficiency and effectiveness 
of education system 
Improve access and quality of 
health services 

e Improve access to basic 
infrastructure services 

~ ~ p ~ ~ # g  the living ~ ~ d ~ ~ ~ s  of 
~l#erable groups 

e Improve situation of wmen 

e Rural social protectjon 

e Strengthened decentralized 
institutions 

Overall 

Dutcomes of Bank Program Objectives 

The m ~ r o ~ n o m i c  environment has improved but a 
strong public expenditure management system is needed 
to improve the efficiency and transparency of reso~~rce 
use (paras. 3.5-3.8), 
Important constraints on the investment climate remain 
(paras. 3,10-3.18). 
Quantity and quality of water and sanitation and 
t e l ~ m m u n i ~ o n  services increased. Electricity 
services remain poor, port of Dakar is still uncompetitive 
and road maintenance is inadequate (paras. 3.20-3.30). 
Agriculture growth is low and rural development has 
been modest (paras, 3.32-3.36). 

Primary school enrollment increased and gender gap 
narrowed, but progress in improving outcomes has been 
slow (paras, 3.40-3.42). 
Access to and utilization of health facilities have not 
increased to the extent expected 
(paras. 3.43-3.46). 
A m s s  to basic infrastructure services has been very 
limited in rural areas (paras. 3.47-3.51) 

Gains in female literacy have been made, but maternal 
mortality is high and access to basic services limited 
(paras. 3.56-3.57). 
Micro-projects are addressing the needs of the rural poor 
but came late in the period (paras. 3.59-3.60). 
Efforts to develop strong local governments have not 
received consistent support 
(para, 3.63-3.64). 

htings for Bank 
'rogram Outcomes 
Uoderately satisfactory 

;atisfactory 

Aoderately Satisfactory 

doderately Satisfactory 

Vloderately Satisfactory 

Lioderately satisfactory 

Moderately Satisfactory 

Moderately Satisfactory 

Moderately Unsatisfactory 

~ ~ d e ~ ~ e l y  satisfacfoty 

Moderately Satisfactory 

Moderately Satisfactory 

Moderately Satisfactory 

Moderately satisfactory 
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1. This report evaluates the World Bank's program in Senegal 
f rom fiscal 1994 through fiscal 2004. At the beginning of this period 
Senegal faced an increasingly difficult economic and social situation. 
Real GDP growth had averaged 2.2 percent a year between 1985 and 
1993, much lower than the annual population growth rate of 2.8 per- 
cent; and most of Senegal's social indicators compared unfavorably 
with those of  other low-income countries. In 1994,68 percent of the 
population l ived below the poverty line; in rural areas, i t was 71 per- 
cent. A devaluation in January 1994 helped correct a fundamental ex- 
change rate misalignment, boosting exports and investment, and 
promising a revival of economic growth. 

2. 
US$1.23 billion. Following the devaluation Bank lending increased 
sharply and remained high up to FK02. At its peak in FY93-00, Bank 
commitments averaged USS18.4 per capita, higher than in most com- 
parable countries in the Africa Region. About 50 percent of total Bank 
lending over FY94-04 was devoted to infrastructure and urban devel- 
opment, and 22 percent to social sectors. Lending was marked by a 
move toward sector and program investments: in the latter half of this 
period, almost half of the operations approved were adaptable pro- 
gram loans (APL) with multiple phases. The transition to follow-on 
phases has been slow, however. 

3. A major objective of the Bank's program was to help achieve 
rapid, sustainable economic growth. Progress under this objective 
was s i g d m n t .  Between 1994 and 2004 Senegal grew at an average 
rate of 4.4 percent per year (about 1.7 percent in per capita terms), 
This was a notable improvement over the period 1990-93 when per 
capita GDP declined by 1.6 percent a year and faster than the average 
for Sub-Saharan Africa, especially in the most recent period. But while 
the rebound in economic growth has been encouraging, its rate is be- 
low what is  needed for Senegal to achieve the Millennium Devebp- 
ment Goal (MDG) of halving the share of the population living below 
US$1 per day. 

Bank lending to Senegal over the period FY94-04 totaled 

4. With Bank support, tax revenue increased and Senegal made 
progress toward fiscal consolidation. The Bank's program helped to 
improve the business environment/ strengthen the regulatory frame- 
work, increase private sector participation in the provision of water 
and telecommunications services, and promote exports in agriculture. 

ix 



SUMMARY 

But the program did no t  succeed in helping the government to re- 
move critical bottlenecks that continue to  discourage private invest- 
ment. S i p f x a n t  constraints remain o n  the investment climate; re- 
forms to promote agricultural growth have been partially effective; 
and attention is only now being focused on rural infrastructure. 

5. 
building and the development of social services. The Bank's program 
produced some positive results but progress has been uneven. Gross 
primary school enrollment increased f rom 58 percent in 1991 to 80 
percent in 2003, and the ratio of  girls to  boys also almost doubled over 
this period. However, drop out and repetition rates remain high, and 
progress in improving efficiency and completion rates has been slow; 
completion rates, for example, remain below averages for Sub- 
Saharan Africa. Youth literacy rates also have remained relatively 
low, although they have improved in recent years. These indicators 
suggest that, at  the m r e n t  pace, Senegal i s  unlikely to  reach the MDG 
of universal primary education although it has the potential to 
achieve the goal of gender parity, The Bank's support helped to build 
classrooms and increase public awareness about girls' education. But 
efforts to  increase the supply and distribution of textbooks, enhance 
the quality of teaching, and promote decentralization have been less 
successful. 

The second major objective was to  help promote capacity 

6. 
at an annual rate of 1.1 and 1.4 percent, respectively, compared with 
the 4.4 percent m u d  decline that i s  needed to  achieve the MDG by 
2015. The poorest 20 percent of the population continue to experience 
under-five mortality rates that are double that of  the richest 20 per- 
cent. While Senegal can hal t  and begin to reverse the spread of AIDS, 
faster progress is needed if it is to reach most other health-related 
MDGs, Bank support designed to  help combat endemic diseases such 
as malaria did not achieve its objectives; and malnutr i t ion remains a 
serious problem for low-income groups. The Bank's program contrib- 
u ted to the construction and rehabilitation of health centers, but ac- 
cess to and the utilization of health centers have not expanded to the 
extent expected. 

7. 
program helped expand access to water and sanitation and telecom- 
munication services, it was less effective in helping to  provide afford- 
able, reliable, and safer publ ic transport services. 

In health, under-five and infant mortality have been declining 

Finally, under this second major objective, whi le the Bank's 

8. Bank support toward the third major objective, helping to im- 
prove the living conditions of vulnerable groups, also produced some 
positive results, but overall, outcomes have been less than fully satis- 
factory. The s h e  of the population living in poverty did decrease by 
slightly more than 10 percentage points. M u c h  of this decline, how- 
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ever, was concentrated in urban areas. Poverty reduction has k e n  
more modest in rural areas, where the vast majority of the poor live. 
Analysis by the Bank indicates that the elasticity of poverty reduction 
with respect to GDP has been moderate, Access of poor communities 
and vulnerable groups -women and youth - to economic opportuni- 
ties, basic infrastructure, and services continues to be low. And, 
though improving, technical and managerial capacity at  the local level 
remains weak. The Bank's program emphasized decentralization of 
publ ic services, community-driven development, and the use of social 
funds to allocate investments. But most of i ts interventions started late 
in the decade and are only n o w  reaching the end of their initial 
phases. 

9. The overall outcome of the Bank's program during the FY94- 
04 period i s  rated moderately s a ~ s f ~ t o ~ ,  while the institutional devel- 
opment impact i s  rated modest. The sustainability of the overall pro- 
gram is  rated likely. 

10. 
Bank makes a c o n s ~ n ~ o ~ s  e f i r t  to reach con~nsus with the g o ~ e ~ ~ n t  
on the ~ ~ r o ~ ~  and pace o f r e ~ ~ s  it gets better outcomes. For example, 
the Bank used a flexible and gradual approach to  increasing private 
provision of water with siccant progress in the sector. This con- 
trasts with the lack of progress in the power sector, where the Bank 
moved ahead in supporting the governmenfs detailed approach to  
privatization even though the Bank h a d  legitimate concerns about the 
government's proposed approach. Moreover, these concerns and the 
risks were not communicated clearly to the Board. Other examples of 
poor outcomes include the Second Transport and Endemic Disease 
Projects, in both of which the Bank did not get prior agreement with 
the g o v e m e n t  on basic institutional approaches. 

Three lessons emerge from this assessment. First, when the 

11. Second, donor a ~ e e ~ ~ t  on m j o r  r ~ ~ r m s  is  e s ~ n ~ l  to the success 
of these reforms. Where collaboration and cooperation were good, as in 
the area of municipal development, the Bank was able to  achieve bet- 
ter outcomes. On the other hand, lack of cooperation among major 
donors in the groundnut sector in the 1990s sent conflicting signals to  
government and may have been an important factor in the lack of 
progress in the sector. As donors also expressed concerns about lim- 
i ted Bank consultations related to  the triggers of the first PRSC, this 
m y  diminish the effectiveness of the reforms and reduce synergies 
around the PRSP process. 

12. 
u~~~~ atten~on to the l ~ n ~ g e s  behoeen urban and rural areas. The 
Bank?s support was weighted toward infrastructure (about 40 percent 
of commitments), particularly urban interventions; there were too few 
activities to  bolster rural infrastructure. The lack of timely analytical 

Third, an e m p ~ s i s  on i n ~ a s ~ c ~ r e  i s  i n s u ~ ~ n t  unless there i s  
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work also inhibited the Bank's ability to focus on key rural interven- 
tions and, over the period under review, the decline in poverty rates 
in rural areas, where the majority of the poor live, was much lower 
than the decline in urban areas. 

13, The Bank will continue to have a key role in helping the gov- 
ernment tackle reforms and reduce poverty. Based o n  the evaluation 
of its program over the past decade, IEG recommends that the Bank 
emphasize the following: 

Provide s ~ ~ o y t ~ r  rural ~ v e ~ ~ n t  and ~ r a ~ - ~ ~ ~ a n  linkages. 
This includes more emphasis than in the past on increasing m- 
ra l  access to infrastructure, particularly roads and electricity, 
and on  addressing inefficiencies and inequities in mal access 
to education and health services. In addition, i t implies sup- 
port for agriculture exports through promoting economic in- 
tegration within the WAEMU and ECOWAS and improving 
the environment for private investments. 

Contintre to s ~ ~ n g t ~ n  capacity and g ~ ~ ~ n ~  at ~ ~ l t i p ~  levels. 
In addition to providing support to the government at the cen- 
tral level for expenditure management and accountability, in- 
creased support i s  needed at the local level to strengthen the 
capacity of local governments and local institutions to manage 
investments and to deliver local services. 

Enhance donor c o o r ~ ~ ~ ~ n .  The APLs and sector-wide ap- 
proaches may provide good platforms for Bank and other do- 
nors to continue to work together, but beyond this, the Bank 
should explore the scope for enhancing multi-donor buy-in on  
programmatic lending, as has been done in other countries 
with success (for example, in Uganda). This would involve 
reaching explicit agreement among participating donors o n  
the scope, approach, and specific timing of reforms supported 
under Bank lending and, to the extent that the donor c o r n u -  
nity was speaking with a coherent voice, could lead to better 
progress on  those reforms. 

Vinod Thomas 
Director-General 

Independent Evaluation Group 
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1 introduction 

Senegal's Development Situation Before 1994 
DESPITE GENERALLY PROMISING ~NITIAL CONDITIONS, ECONOMIC GROWTH HAS 
BEEN WEAK AND POVERTY ENDEMIC 
1.1 Senegal is a semi-Sahelian country with a population of just 
over 10 d o n .  The population grew by an annual average rate of 2.8 
percent between 1985 and 1993, and was accompanied by large-scale 
migration f rom the countryside to urban areas.1 The economy consists 
of traditional agricultural products (millet and groundnut cultivation, 
nomadic cattle raising), resource processing activities (fishing, phos- 
phates-based chemicals), and a large services sector (trade, transport, 
and tourism). When Senegal gained independence from France in 
1960, conditions looked reasonably favorable for economic develop- 
ment. Dakar was one of the best ports in western Africa, and had a 
relatively advanced level of physical infrastructure; the country had a 
we l l  educated elite; and its currency, the CFA franc (CFAF), was sta- 
ble and convertible against the French franc (FFI.2 

1.2 
come gains in the three and a half decades after independence. In the 
period 1985-93, GDP growth averaged 2.2 percent a year, lower than 
the population growth rate. The gross national income (GNI) per cap- 
ita, at US700 in 1993, placed Senegal near the bottom of lower mid- 
dle-income countries. Agridwal  output was a major determinant of 
overall economic performance: the sector provided employment to 
over three-quarters of the workforce and important manufacturing 
activities, such as oil milling, were agro-based. But agriculture growth 
has been volatile and it has also been weak: in the 10 years to 1993, 
agriculture output increased by an annual average of only 1.4 percent. 
Groundnut remained the dominant agricultural crop, although its 
share of the economy was in relative decline. The poor performance 
of the agricdtural sector was due to a combination of unfavorable 
weather conditions, declining wor ld prices of groundnuts, and inade- 
quate government policies. 

However, the economy was not able to deliver sustained in- 

1.3 
social indicators compared unfavorably with the averages for Sub- 
Saharan Africa (SA) and were below the levels prevailing in other 
low-income countries (Table 1). In 1994, IJNDP's Human Develop- 
ment Report ranked Senegal 143,out of 173 countries in its human de- 

At the beginning of the period under review, most of Snegal's 
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CHAPTER 1 
INTRODUCTION 

velopment index and a household budget survey estimated that 68 
percent of the population l ived below the poverty h e .  Rural poverty 
was particularly pronounced - 71 percent of the rural population 
l ived below the poverty line, and was concentrated in the center, 
south, and southeast of the country, an area h o r n  as the “Ground- 
nut Basin.” 

Table 1 I Senegal-Social Indicators, 198W4 

SubSaharan 
Senegal Africa Low income 

Gross enrollment ratios 58 71 105 
Primary (% school age population) 

Male 67 77 112 
Female 50 64 98 

Mortality 
Infant mortality (per thousand of live 64 92 58 

Under-five mortality 99 161 101 
births) 

Immunization 
Measles (x age group) 45.0 51.4 862 
Diphtheria, Pertussis, Tetanus (DPT) 54.0 53.5 89.1 

Child malnutrition (under-five) 20.1 - 38.2 
Fife expectancy 

Total years 50 52 63 
Female advantage 2.0 3.5 2.4 

Total fertility rate (births per woman) 5.8 5.9 3.3 
- - Maternal mortality rate (per 100,000 live) 

Source: World Bank data. 
51 0 

PRIVATE SECTOR ACTMV WAS FRUSTMTED BY A POOR 8USlNESS E N ~ ~ O N ~ € N T  

1.4 
duced the government to adopt a series of structural adjustment re- 
forms, supported by the World Bank and IMF. These attempted to re- 
duce the state’s role in the economy, but were insufficient to spur 
private sector-led growth. Price controls and high effective rates of 
protection remained, along with public sector monopolies in rice im- 
ports, the groundnut sector, and infrastructure management. Reforms 
of public enterprise in agriculture, electricityl water, and transport 
were only partial. The regulatory and administrative frameworks 
were cumbersome and legal institutions weak. In addition, the costs 
of factors of production- electricity, water, and tramport- were high, 
while the formal €inancial system was weak and lacked depth; and la- 
bor market regulations imposed restrictions o n  hiring and firing of 
employees. This inhospitable business environment undermined pri- 

In the mid-l980s, growing macroeconomic imbalances in- 
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CHAPTER 1 
~NTRODUCTION 

vate sector activity and dampened investment. As a share of GDP, 
private investment averaged 8.5 percent in 1985-93; and foreign direct 
investment (FDf) inflows averaged 0.3 percent over the same period. 
There was extensive unemployment and a sizable informal sector. 

OFFICIAL DEVELOPMENT ASSISTANCE WAS DECLINING 

1.5 Despite uneven economic performance, Senegal was one of the 
largest recipients of official development assistance (ODA) in West 
Africa. In the mid-l980s, total net  aid receipts averaged US$93 per an- 
num o n  per capita basis. But at  the beginning of the 1990s, reflecting 
donors’ concerns that the high level of foreign assistance may have 
weakened government commitment to reforms, net aid receipts de- 
clined to US78 per capita, although this was st i l l  twice as high as the 
average for S A .  Meanwhile, Senegal’s external debt began to rise, so 
that by 1993 the total debt represented 64.7 percent of GDP and debt 
service, 21.5 percent of exports of goods and non-factor services. 

A STA3LE BUT OVER-VALUED CURRENCY BECAME AN OBSTACLE TO GROWTH 
1.6 As a member of the CFA Franc (CFAF) zone, Senegal bene- 
fited f rom monetary stability and low inflation for an extended pe- 
riod, In the mid-1980s, however, the fixed parity with the French franc 
h a d  become incompatible with the sustained deterioration of the CFA 
zone’s terms of trade and the sharp appreciation of the French franc 
against the US. dollar. As Senegal could n o t  independently undertake 
a devaluation of the nominal exchange rate, the burden of  adjustment 
fell heavily on expenditure reduction; but this strategy was ineffective 
in maintaining external competitiveness, and current account deficits 
were persistent. Public h c e s  deteriorated, capital flight acceler- 
ated, and the industrial sector, already weakened by low investment, 
remained uncompetitive. 

The Devaluation of the CFA Franc and the Response of the 
Economy in 1994 
1.7 On January 12,1994, the CFA zone counhies agreed unanl- 
mously to change the parity of the CFAF from 1FF = 50CFAF, the 
prevailing rate since 1948, to 1FF = 100CFAF.3 The devaluation was 
followed by a range of  measures aimed at improving the incentives 
for private sector development. By end-1994, the nominal devaluation 
h a d  sufficiently corrected the real exchange rate overvaluation, and . 
signs of recovery in production began to emerge in phosphates, fish, 
livestock exports, and other sectors, promising a revival of economic 
growth (Table 2)- 
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CHAPTER 1 
~NTRODUCTION 

Table 2. Senegal-Selected Economic Indicators, 1985.1994 (period averages] 

1985-93 1994 
Real GDP growth (%) 2.2 2.9 

Current account deficit, excf. current official transfers 
GDP growth, per capita (u) -0.5 0.1 

rh of GDP) -1 1.4 -9.9 
Overall fiscal balance, excluding grants (x of GDP) 4 1  -6.1 
Inflation, consumer prices (annual %) 1.2 32.0 
Exports volume growtb (x) 2.9 
Gross domestic investment (x of GDP) 12.6 18.5 

External debt (?h of GDP) 75.8 100.3 
Real effective exchange rate (2000 = 100) 181.4 105.2 

Private Investment (% of GDP) 8.5 13.5 

Gross domestic savings (% of GDP) 5.9 11.8 
Exports of goods and services (?h of GDP) 24.8 34.9 
Imports of goods an senrices (% of GDP) 
Source: World 3ank and IMF data. 

31.5 41 .S 

Development Challenges 
1.8 
1994, the beginning of  the period under review, Senegal had negative 
per capita growth, low living standards, and widespread poverty. The 
root causes of this situation inc luded 

In spite of reforms introduced in the decade leading up to 

A poor investment climate, with weak regulatory and legal in- 
stitutions, high costs, weak formal financial sector, a rigid la- 
bor market, and pervasive state involvement. 
Low agricultural productivity growth due to lack of  access to 
technology for arid agriculture, deterioration in soil quality, a 
secular decline in rainfall, weak extension, and declining pub- 
l ic investments in infrastructure. 
L imited access to  and poor quality of basic services, with sig- 
nificant gender and regional inequity. 
The growth of a large inforrnal sector; rap id urbanization 
without corresponding increases in employment prospects 
and basic services. 
A m o w  revenue base and inefficient expenditure policies. 

NOTES 1. In 1993,60 percent of the population l ived in rural areas; by 2003, i t  was 50 percent. 

2. Senegal is a member of the West African Economic and Monetary Union 
(WAEMU), which together with the Central African Economic and Monetary Union 
and the Comoros form the Communaute Financi&e Afrisaine (CFA) franc zone. The 
other members of WAEMU are Eknin, Burkina Faso, CBte d'Ivoire, Guinea fiissau, 
Mali, Niger, and Togo. 

3. Since 1999, The CFAF i s  tied to the Euro a t  the rate of 6 6  CFAF/l  Euro. 
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2. World Bank Strategy and 
Assistance in Senegal, 1994-2004 
Objectives of Bank Assistance 
2.1 Since 1994, the o v e r a r h g  goal of  Bank support in Senegal 
has been poverty reduction. This goal has been pursued by support- 
ing the government's efforts in (i) achieving rapid, sustainable eco- 
nomic growth; (ii) human development and increasing access to social 
services; and (iii) improving the living conditions of  vulnerable 
groups. The Bank's strategy was developed in three country assis- 
tance strategies prepared in FY95, €9'98, and FY03. For each of the 
goverrunenfs main objectives, the country assistance strategies identi- 
fied intermediate objectives on which the Bank would focus i ts sup- 
port. 

2.2 
FY95-97, focused on helping Senegal generate a supply response to 
the devaluation and restore growth in per capita incomes. It had six 
foci: private sector-led exports; structural reforms in agriculture, hu- 
man resource development and access to  basic services; provision of 
adequate infrastructure; environmental protection; and social protec- 
tion. Given the government's record of  weak implementation and re- 
versal of reforms, the country assistance strategy tr ied to take these 
factors into account, although progress indicators were sparse. 

2.3 The FY98 country assistance strategy, covering the period 
FY98-00, h a d  seven themes: macroeconomic stability; improved envi- 
ronment for private sector; infrastructure development; environ- 
mental management; education and health; population, social protec- 
tion and gender; and rural development. The country assistance 
strategy contained indicators to monitor progress toward stated objec- 
tives. It continued to  guide Bank program during FYO1-02, in the ab- 
sence of an explicit country assistance strategy, whi le the Bank sup- 
ported the preparation of Senegal's Poverty Reduction Strategy Paper 

The 1995 country assistance strategy, covering the period 

(PEP). 

2.4 
the Boards of the Bank and the IM'F in June 200O), when it achieved 
the decision point of the enhanced heavily indebted poor countries 
(HIPC) initiative. The full.PRSP was completed in June 2002, and was 
based on four pillars: (i) wealth creation through economic reform 

The government first prepared an in ter im P E P  (endorsed by 
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and private sector development; (ii) capacity building and develop- 
ment of social services; (iii) improvements in the living conditions of 
vulnerable groups; and (iv) implementation of the strategy and moni- 
toring of its outcomes. 

2.5 Most people interviewed for this evaluation thought that the 
preparation of the PRSP was a positive process: the government ap- 
plied a participatory approach at both national and local levels, in- 
volving the public and private sectors, civil society, and development 
partners. But civil society groups also noted that the government 
could have sought more participation at the grassroots level and done 
a better job at communicating with civil society, especially during the 
elaboration of the in te r im PEP. 

2.6 
FK03-05, focused Bank support on the first two pillars of the PSI? 
and continued to emphasize private sector-based growth and human 
development. Although more attention than in the past was paid to 
rural development, the 2003 country assistance strategy did not reflect 
the priority the PRSP placed on  agriculture and rural development. 

The 2003 country assistance strategy, covering the period 

Relevance of Bank Strategy 
THE BANK’S STRATEGY WAS RELEVANT TO SENEGAL’S DEVELOPMENT SITUATION 

2.7 The Bank‘s strategy consistently emphasized creating the condi- 
tions for rapid economic growth, which had been erratic in Senegal in 
the decade before the devaluation. Bank support stressed, in particular, 
infrastructure reform to improve the quality and reduce the cost of in- 
frastructure services, which was appropriate given the inadequate and 
poorly performing infrastructure that had been a major constraint to 
growth. Moreover, the strategy was consistent with the government‘s 
efforts to introduce private sector participation and competition in the 
delivery of infrastructure services. 

2.8 
and health, and promoting participation at the local level through de- 
centralization and social funds, the Bank’s strategy also recognized 
that complementary measures to macroeconomic adjustment and 
trade liberalization were necessary to stimulate rapid growth and en- 
hance the ability of the poor to share in this growth. In this regard, the 
emphasis placed in recent years on  developing the human capital of 
the poor, improving mal infrastructure, and strengthening rural in- 
stitutions, such as agriculture producers’ organizations, has helped 
ensure consistency with the PEP. In sum, the B d s  strategy during 
FY94-04 was relevant to SenegaYs development situation. In addition, 
in line with international developments, the €9’03 country assistance 
strategy adopted the Mi l lennium Development Goals (MDGs) as a 

By stressing the need for increased investments in education 
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framework €or shaping the Bank's program to Senegal and €or assess- 
ing the impact of its interventions, 

BUT THE BANK'S STRATEGY HAD SIGNIFICANT uND€RLYlNG S H ~ R T C ~ ~ I N G S  

2.9 
urban-based development would spread to rural areas. Limited em- 
phasis was placed, however, on improving rural-urban linkages, es- 
pecially through the provision of rural roads, electrification and tele- 
comunicat ion.  Rural-urban inequities in access to health, education, 
and water and sanitation services also received too little attention. 
More generally, the Bank's strategy was not built o n  a thorough 
analysis of how to increase the participation of poor rural households 
in the growth process. Moreover, in the area of trade, Bank support 
did not, until recently, emphasize the complementary institutional 
changes needed to enable exporters to take advantage of price liber- 
alization. Firtally, although Bank strategy recognized the need to ad- 
dress crosscutting issues, it was late in addressing issues o€ govern- 
ance; in environment, the Bank has not been prominent in policy 
dialogue, focusing instead on individual operations; and in gender 
and decentralization, Bank support lacked broader strategies to ad- 
dress key constraints to growth and poverty reduction. 

An explicit assumption of the Bank's strategy has been that 

Lending Services 
BANK LENDING WAS HIGH AND INCREASED UNTIL FISCAL 2002 
2.10 
than planned (Table 3). During the FY95-97 period the Bank moved to 
a high case lending scenario even though the triggers were not  being 
met.1 The FY98 country assistance strategy proposed a higher base 
case lending program to support the government's reform program; 
and in FYO1-02, when the Bank operated without a new strategy, 
lending increased sharply. Calling €or a consolidation of the portfolio 
and a transition to programmatic lending to support Senegal's PRSP, 
the M 0 3  country assistance strategy proposed a reduced lending pro- 
gram. The lending was back-loaded and lower than planned as sev- 
eral operations have been delayed. 

Totaling US$1.23 billion, the lending in FY94-04 was higher 

Table 3. Senegal-Lending (Planned versus Actual), FY94-04 
Ff94-97 FYSIMO FYDI-04 fY94-W 

Planned Actual Planned Actual Planned Actual Planned Actual 
Total (US$rn) 195 329 560 511 173 391 928 1230 
Adjustment (?h of all 
~ m m i ~ e n ~ ~  10 37 6 20 21 37 10 30 
Investment (% of all 

Sourn: World Bank internal database, July 2005. 
~ r n r n ~ e n ~ ~  90 63 94 80 79 63 90 70 
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IDA COM~~T~ENTS TO SENEGAL WERE HIGH RELATIVE TO COMPARABLE 
COUNTRIES* 
2.11 
Senegal in the past decade. Senegal's lending program was one of the 
fastest growing programs in the Africa Region, especially in the latter 
part of the 1990s when Bank collunltments averaged US$18.4 per capita 
(Table 4). Senegal's relatively high country performance and insti&- 
tional assessment (CPIA) Scores suggest that the high volume of lend- 
ing was justified. However, Senegal's external debt ratios worsened fol- 
lowing the devaluation. At end-1998, Senegal's public and publicly 
guaranteed external debt in net present value terms represented 
305 percent of government revenue, 162 percent of exports, and 51 per- 
cent of GDP? requiring debt refief. In Juhe 2000 Senegal became eligible 
to receive support under the enhanced Ilfpc Initiative and, in March 
2004, reached its completion point. 

The Bank has been a major contributor to the net ODA flows to 

Table 4. Annual Average per Capita IDA Commitments for Selected African 
Countries, 1994-2004 (in US$) 

19941997 1993-2000 2001-2004 
Senegal 9.3 18.4 9.7 
Benin a 9.5 4.6 3.1 
Cbte d'lvoirea 22.0 9.6 12.7 
Ghana a 10.0 7.3 10.4 
Mali a 9.7 6.3 9.0 
Ugandab 6.4 7.1 11.4 
Zambia b 20.8 21.6 7.4 

Source: Calculations based on World Bank internal database, September 2005. 
Note: a. Countries selected as main comparators based on their population, GDP per capita in PPP 
terms, and percent of population in urban areas. These countries are used throughout the report. 
b. Countries considered heavily assisted by the Bank. 

LENDING REFLECTED THE EMPHASIS ON INFRASTRUCTURE 

2.12 About 42 percent of total Bank lending over FY94-04 was de- 
voted to infrastructure, especially water, and it was heavily concen- 
trated in urban areas (Table 5). The share of rural development in to- 
tal commitments declined sharply compared to the previous decade. 
Lending was marked by a move toward sector and program invest- 
ments, with an increasing share of adaptable program loans (APL) in 
total commitments. Almost half of al l  operations approved during 
FK98-04 were APLs with mult iple phases.4 However, the transition to 
follow-on phases has been slow. A P b  are concentrated in the social 
sectors; with only one APL approved in the transport sector. Staff of  
project implementation units (PIUS) interviewed by IEG noted that 
the Bank tended to change approaches even with APLs and further 
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noted that they could not identify sigruficant differences between 
APLs and sector investment loans. 

Table 5. Senegal-Sectoral Allocation of IDA Commitments, FY94-04 
(percent of total allocations) 

Sector Board FY94-97 FY98-00 FY01-04 FY94-04 
Social Sector 22.0 25.6 19.1 22.6 

Education 11.9 10.2 7.4 
Health, Nutrition and Population 10.1 9.8 11,4 10.4 
Social Development 5.6 2.3 
Social Protection 7.7 2.4 

Infrastructure 360 52.9 32.0 41.9 
Energy and Mining 3.2 19.6 9.0 
Transport 3.1 31.3 13.8 

0.8 
Water Supply and Sanitation 30.4 32.0 18.3 

2.0 Global InformationlCommunicaations 
Technology 

Environment 1 .6 0.4 
Economic Policy 20.3 25.6 13.7 
Private Sector Development 3.8 23.3 3.4 
Rural Sector 15.1 6.9 6.9 
Urban Development 14.7 6.1 
Overall Result 100.0 100.0 100.0 100.0 
Share of Adjustment Loans 37.0 19.6 37.1 29.8 
Source: World Bank internal database, September 14,2005. 

2.13  assess^^^ ofclosed projects. During 1994-2004, IEG reviewed a 
' total of 29 closed Bank-financed projects in Senegal, or US$907 mil l ion 
in commitments (Table 6). About threequarters of all projects have 
h a d  satisfactory outcomes. Overall, the portfolio in Senegal has per- 
formed better than the Africa region across all dimensions; it also i s  
similar to the Bank-wide average, except for sustainability where 
Senegal's ratings are si@cantly lower, as in the rest of Africa. 

Table 6. Senegal-IEG Ratings FY94-04 

lnst Dev lnst Dev Sustain- Sustain- 
Total Total Outcome Outcome Impact Impact ability ability 
Evaluated Evaluated %Sat. %Sat. % Subst. % Subst, % Likely % Likely 

Region (USlM) (No-) (US$) (No.) (Usst (No.) (US$) (No.) 
Senegal 907 29 76 76 45 41 52 48 
AFR 30,822 846 67 61 31 32 47 42 

~~ 

World Bank 221,139 2,937 73 73 45 42 70 60 
Source: World Bank internal database, August 2005. 
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2.14 
financed projects, representing 7 percent of the portfolio, i s  consid- 
ered at  risk (annex table 5a). This i s  better than the Bank-wide average 
of 13 percent and the Africa Region average of 21 percent and i s  an 
improvement over the past four years. As the 2000 presidential elec- 
tions and the change of government caused delays in decision-making 
and resulted in a high turnover of staff in line ministries, the propor- 
tion of projects and commitments at  risk increased in FYOl and FY02 
(annex table 5c); after some improvement in M03,  the riskiness of the 
portfolio increased again in FY04 as disagreements between the gov- 
ernment and the Bank on some policy-reform elements remained. 

A s ~ ~ s ~ ~ ~  of o ~ g o ~ ~ g  projects. M y  1 of the 15 active Bank- 

2.15 The International Finance Corporation’s (IFC) strategy and 
program are assessed in Box 1 and Annex B. Notwithstanding the 
joint private sector assessment and the Kounoune power project 
(FY05), none of the country assistance strategies reviewed during this 
period were joint with the IFC, which would have strengthened col- 
laboration between the two programs. 

Box 1. Overview of IFC Operations in Senegal, 1994-2004 
FC’s strategy for Senegal has been consistent with that of the World Bank: 
Over the last ten years, F c ‘ s  Senegal strategy and operations supported the 
World Bank’s private sector development (PSD) strategy. IFC opened an of- 
fice in Senegal in 1997, as part of the Extending IFc‘s Reach Initiative (FY96- 
M O O )  for proactively expanding business through field offices. IFC invested 
in small and medium enterprises (SMEs) and, to the extent reforms were im- 
plemented and opportunities arose, in larger projects. IFC committed loans, 
equity, and guarantees for 16 operations - 12 small, two medium and two 
large-in various sectors. Eight of the 16 operations were for SME invest- 
ments that were part of the Africa Enterprise Fund (AEF) and Small Enter- 
prise Fund (SEF) programs. In the f inancial sector, F C  provided three local 
currency guarantees for micro, small, and medium enterprises. SMEs in 
Senegal have diff iculty securing commercial bank funding without guaran- 
tees because they have insufficient collateral, poor quality accounting re- 
cords, and lack transparency. However, microfinance institutions, supported 
by various bilateral and multilateral entities, have generally been more suc- 
cessful. IFC approved only two new projects in Senegal from FY01 to FY05, 
due to the relatively l ow  level of private investment and foreign direct in- 
vestment (FDI) in the country. F C  also supported thirteen technical assis- 
tance @A) operations that focused on  improving the investment climate and 
on attracting power sector investment. One TA operation helped prepare the 
Kounoune power project, approved by IFC in April, 2005, while others pro- 
moted the reform agenda for PSD. 

P ~ o ~ ~ c e  of IFC’s operations i s  mixed. Of I F C s  16 operations in Senegal 
during 19942004, only four met the criteria for evaluation under the Ex- 
tended Project Supervision Report (XPSR) random sampling system and one 
was selected. IEG-IFC, however, reviewed a l l  14 operations and was able to 
rate nine projects (the other seven did not have sufficient data). It found that 
the large projects in the real sector generally performed well, but the SME 
projects -mostly approved under the AEF and SEF programs -performed 
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poorly both from a development and an investment outcome standpoint. 
Problems included the projects’ inability to deal with competition and de- 
clining commodity prices, poor site selection, and corporate governance. As 
recommended by a 2000 IEG-IFC evaluation of AEF, IFC has phased out its 
direct SME investments through the AEF/SEF programs. This i s  part of the 
overall shift in I F C s  SME financing strategy towards using financial inter- 
mediaries. IFC offered partial risk guarantees in three Senegal financial sec- 
tor operations, one each in the leasing, microfinance, and banking sectors. 
The banking sector operation was cancelled; the leasing operation did not 
perform well; and there is not enough information to judge the microfinance 
opera tion. 

Investment climate has i ~ ~ o ~ e ~ ,  but mure reforms are needed Senegal’s 
business climate improved from high-risk to the lower range of medium-risk 
in 2004, based on Institutional Investor Country Credit Risk (IICCR) scores. 
However, respondents to a World Bank Group (2004) investment climate 
survey cited several major constraints to business growth, including ineffi- 
ciencies in the financial sector, high taxes, corruption, and infrastructure bot- 
tlenecks. Businesses also viewed anti-competitive practices as a problem, 
consistent with the long-standing dominance of most major sectors of the 
economy by a small number of private and public sector firms with close ties 
to the Government. This has been the result of special privileges granted by 
the Government restricting entry and domestic competition. IFC‘s eight TA 
operations through the Foreign Investment Advisory Service (mAs) facili- 
tated the E D  reform agenda. However, a 2003 updaie found that the Gov- 
ernment of Senegal had totally, or partly, implemented only 40 percent of the 
34 measures recommended by FIAS. Continuing difficulties in the invest- 
ment climate, together with the slow progress in privatization, has l imited 
IFC operations in Senegal. 

Challenges and ~ ~ u ~ ~ n ~ ~ i e s ~  Large corporations in Senegal have access to 
funding at competitive terms as local banks, which are liquid, and foreign 
financial institutions are willing to fund low-risk clients and projects. I F C s  
niche in Senegal may be in complex, possibly first-of-a-kind projects that 
bring together I F C s  reputation for lowering risk, i ts expertise, TA, and pos- 
sibly WB/IDA program, l ike the recently approved Kounoune power pro- 
ject. This project-supported with an IDA partial risk guarantee and fund- 
ing from IFC and others - was preceded by nearly three years of TA. IFC’s 
attempts to support SMEs in Senegal through AEFJSEF programs have been 
ineffective. IFC could have a stronger role in the SME sector if it is able to  
provide local currency guarantees and at the same time provide TA for the 
financial intermediaries to develop appropriate systems and procedures to  
serve SMEs. The sustainability of the microfinance sector i s  likely to depend 
on  the availability of follow-on local currency financing after the initial capi- 
tal and funding of the microfinance institutions is loaned out. IFC could 
provide this follow-on financing. The growth of IFC operations in Senegal 
will also depend on  the Government’s progress in adopting reforms and irn- 
proving the investment climate. IFC could work with the World Bank and 
provide TA to facilitate privatization and bring about changes in competition 
policy to promote new investments in key sectors. 

I Source: Independent Evaluation Group - IFC. 
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Economic and Sector Work 
2.16 F o m l  economic and sector work in the second ha~of the 1990s was 
limited. As in most countries in the Africa region during this period, 
core diagnostic work was lacking (annex table 4)- Only an Assessment 
of Living Conditions (W95) was completed; the planned public ex- 
penditure reviews (PER) were not delivered. The Bank did carry out 
analytical work on  private sector development issues, including the 
Private Sector Assessment (FY94), the Challenge of Integration {FY98), 
and FIAS studies (Ey99). In the infrastructure sector, accounting for 
nearly half of total commitments, only one piece of Bank-led ESW, the 
Country Framework Report, was completed, and only in FY02 after 
the bulk of lending had taken place. An internal study which accom- 
panied the FY03 country assistance strategy, summarized the situa- 
t ion wel l  by noting that when a new government came to power in 
2000 the Bank was caught in a situation where it had no recent and 
comprehensive analytical work to engage the authorities in a discus- 
sion on long-term development policy issues. 

2.17 
ana ly t i~ l  work carried out during ~ ~ a r a ~ n  of lending ~ e r u ~ ~ n s  under 
the direction of the g ~ e ~ ~ n ~ .  This approach has helped to focus pol- 
icy dialogue with the government and provided opportunities to in- 
volve local research groups such as the Centre for Research in Ap- 
pl ied Economics (CREA). At the same time, however, quality control 
has been less rigorous than that applied to  Bank-led ESW. Further- 
more, in part because the studies foeused o n  project objectives, this 
approach has not provided a platform for consensus building and 
donor coordination around broader sector issues. 

At  the sector level, since FK97, the Bunk has relied extensively on 

2.18 
work on d z s ~ ' ~ u ~ o ~ ~  issues and social ~ o t e ~ ~ n  in rural areas could have 
been uddres~d more t ~ o u g ~ l y  and earlier. Since FYO3 a Country Eco- 
nomic Memorandum (CEM), Country Financial and Accountability 
Assessment (CFAA), Country Procurement Assessment Report 
(CPAR), and PER have been issued, and a new Poverty Assessment is  
ongoing. These reports were instrumental in informing the 2003 coun- 
try assistance strategy. In addition, important thematic studies pre- 
pared recently, such as the Diagnostic Trade Integration Study (FY03) 
and Decentralization and Civic Engagement Study (FYM), are helping 
to strengthen the analytical basis for policy dialogue and Bank lend- 
ing. But little poverty and social impact analysis (PSIA) has been car- 
r ied out. Given the distributional consequences of reforms that the 
Bank has been promoting, this is a critical omission. More generally, 
there has been a lack of comprehensive and timely analytical work in 
mal development and social protection to guide the Bank's strategy 
to reduce rural poverty.5 A study of Senegal's pension system was 
completed in FY03, toward the end of the period under review, while 

Most gaps in core d ~ ~ o s ~  work have k e n  a ~ r e s ~ d ,  a l t ~ u g ~  
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a ru ra l  social protection study became available only in FYOS. Simi- 
larly the study to  analyze the distributional impact of reforms in the 
groundnut sector began late in the period and remains to be com- 
pleted. 

2.19 
Bank-led ESW to be useful, technically sound, and increasingly based 
o n  wide consultations and participation. Representatives of c iv i l  soci- 
ety he ld a similar view of  ESW that they had been asked to c o m e n t  
on. But dissemination of ESW has not been consistently wide, and the 
ESW has not always been available in French. 

G o v e m e n t  officials and donors interviewed by IEG found 

Aid Coordination and Partnership 
2.20 More than 50 donor countries and agencies are active in Sene- 
gal. In light of the l imited effectiveness of a id  in the past, government 
and donors have sought to  better coordinate foreign assistance. The 
government has established several units to  coordinate donors' pro- 
grams, with the Directorate of Economic and Financial Cooperation at  
the lvbistry of Finance as the focal unit. In the late 1990s, the Bank 
began to help the government organize sector meetings to discuss 
programs and policies. Sector and thematic working groups were cre- 
ated and joint sector reviews established under the Sector-Wide Ap- 
proach (SWAP). 

2.21 Government officials and civil society groups report a n  h- 
provement in Bank efforts to  build consensus around policy reforms 
and to  ensure national ownership, especially since the beginning of 
the P E P  process. In contrast to the late 1990s, when there was l imi ted 
cooperation on important reforms such as in the groundnut sector, the 
2003 country assistance strategy is generally perceived to have been 
prepared through an inclusive, participatory process; and m y  do- 
nors acknowledged the B d s  efforts to develop an understanding of 
their respective roles and areas of  comparative advantage. The in- 
creasing shif t  in responsibility to the country office has been instru- 
mental in helping the Bank engage more effectively in the partnership 
process. 

2.22 But despite notable progress in recent years, problems remain. 
Interviews with donors revealed that there was a lack o f  consensus on 
the triggers in PRSC1, with several donors expressing the v iew that 
the Bank should have engaged in more consultation before its presen- 
tation to the Board (in December 2004). At the sectoral level, coordina- 
tion among donors has varied depending o n  the sector. Donor coor- 
dination has been good in the transport sector and in the area of 
municipal development, but whi le the move to SWAps has helped 
improved donor coordination in health and education, the degree of 
participation varies among donors. Finally, progress toward har- 
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monization of procedures has been slow, and the lack of notable pro- 
gress remains a major area of concern for the government. 

2.23 Owing to weak capacity, the government has been unable to 
provide leadership to the partnership process. Addressing Senegalls 
capacity needs will, therefore, be critical to ensuring that foreign aid is 
absorbed in ways that will improve the lives of the poor. Ongoing 
partnership efforts built around SWAPS and PRscs are beginning to 
address these needs. Given that much remains to be  done, aid coordi- 
nation will continue to demand special attention and, in particular, a 
leadership role of the Bank in mobilizing support to improve gov- 
ernment capacity to manage and coordinate aid. 

NOTES 1. The triggers for the high case scenario were acceleration of reforms, improved pub- 
lic expenditure management, and high and rising levels of private investment. The 
triggers were not well specified, stated in broad t e r n  with no specific targets. 

2. Since FY82, Senegal has ken an IDA-only country. 

3. See ”Senegal: Decision Point Document under the Enhanced HIPC Initiative,” IMF, 
June 2000. 

4. This finding is consistent with the Bank review of adaptable lading, which found 
that demand €or APLS continues to be robust and steady. See “Fourth Review of 
Adaptable Lending,” World Bank, 2005. 

5. However, the CEM provides a comprehensive review of key issues in the health 
and education sectors. 
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3. Progress in Achieving the Bank's 
Major Objectives 
Objective 1 : Rapid, Sustainable Economic Growth 
3*1 Between 1994 and 

2oc)4 grew at an Member Countries in 1994-2004 (annual %I 
average rate of 4.4 percent 

Table 7. GDP Per Capita Growth in WAEMCI- 

per ainum, or 1.7 percent country Average 
in per capita terms. This is Mali 2.8 
a notable improvement Togo 
over the pre-devaluation Benin 
years when per capita 
GDP growth was nega- 
tive: it is also faster than 

Burkina Faso 
Senegal 

2.2 
2*2 
1 *9 
1.7 

the average for SA, espe- 
cially in more recent Cote d'lvoire -0.7 
years. While the rebound Guinea-Bissau -1.9 

0.1 

in eCO~omiC growth has 
been encouraging, its rate 
has been below that of  low-income countries (annex table 2) and 
many W A E W  countries (Table 7), and far less than what is  needed 
for Senegal to achieve the MDG of halving the share of the population 
living below US$1 per day.1 Growth came primarily f r o m  construc- 
tion and public works, commerce, transportation and telecomunica- 
tion, and manufacturing; the contribution from agriculture was posi- 
t ive but variable due to unstable rainfall. Following the devaluation, 
the volume of export grew at  a rap id rate, averaging 8.5 percent in 
1998-2000, but since then more slowly, below 1 percent per year 
(Table 8). 

Sourn; World Bank data (2005). 

3.2 
of  improved policies, especially macroeconomic, donor aid, and the 
boost to the competitiveness of formal sector firms from a fall in real 
wages induced by the devaluation.2 Real GDP growth, however, has 
been largely driven by factor accumulation rather than total factor 
productivity growth, which has remained negative or small.3 

The growth recovery since 1994 reflected the combined impact 

3.3 
Senegal emphasized four interrelated objectives: macroeconomic sta- 
bility, private sector development, infrastructure development, and 
agriculture and rural development. The bulk of 3ank support was de- 

The Bank's strategy to  help promote economic growth in 
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voted to the pursuit  of these objectives. The extent to wh ich  these ob- 
jectives were achieved has varied. 

Table 8. SeneaaC-Selected Economic Indicators. 1994-2004 beriod averaaes) 
1994-97 1998.00 2001-04 

Real GDP growth (%) 
GDP growth, per capita (?h) 

4.1 4.5 4.6 
1.3 1.7 2.2 

Current account balance, excl. current official 
transfers (% of GDP) -8.4 -7.8 -7.9 
Overall fiscal balance (excluding grants) -3.9 -2.9 -33 

Exports volume growth (96) 3.3 8.5 0.9' 
Gross domestic investment (% of GDP) 17.3 19.3 20.0 

Private Investment (% of GDP) 11.8 12.3 11.5 

Inflation, consumer prices (annual %) 11.3 0.9 1.4 

External debt VXY of GDP) 87,7 80.5 7 2 3  
Real effective exchange rate (2000 = 100) 110.3 105.5 105.4 

Exports of goods and services (X of GDP) 32.0 30.3 29.4 

Source: World Bank and IMF data. * The value is the average for 2001-2003. 

Gross domestic savings (x of GDP) 11.0 11.4 8.4 

Imports of goods an services (9'0 of GDP) 38.3 33.3 41 .0 

~ A C R O € C ~ ~ O ~ I C  STABILITY 
3.4 
Senegal's economic recovery. Bank support emphasized two areas: 
(i) internal balance, through improved revenue mobil izat ion and im- 
proved expenditure controls and budgetary process; and (ii) external 
balance, including progress toward external debt sustainability. The 
Bank supported these areas through adjustment lending, collabora- 
tion with the IMF and, to a s d e r  extent, ESW.4 

Macroeconomic stabilization measures have been integral to 

3.5 
tion. Senegal's fiscal deficits and inflation rates are now among the 
lowest in the West African Economic and Monetary Union ~ A E ~ ,  
and compare favorably with S A  averages. Tax revenues have risen 
f rom 15.1 percent of GDP in 1994-99 to 17.7 percent in 2000-@4, which 
has helped maintain fiscal deficits at  relatively low levels. Senegal also 
made progress on tracking public spending in the context of the en- 
hanced f-.IIpc initiative, indicated by the increase in the number of 
benchmarks met in public expenditure management (PEW reforms 
from four in 2001 to seven in 2004. Nevertheless, the PEM system needs 
substantial upgrading in the areas of budget preparation, execution, 
and reporting; and fiscal discipline could weaken as in 2003/04 when 
the fiscal deficit increased to 3.3 percent of GDP. Weak private savings 
have kept gross domestic savings low over the 1994-2004 period. Re- 
flecting these trends, the current account deficit has remained relatively 
high. As regards external debt sustaimbility, after delivery of enhanced 
HE'C assistance, Senegal's debt ratios (to GDP, exports, and revenues) 

Senegal made notable progress on fiscal consolidation and idla- 
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are sigruficantly below sustainability thresholds.5 But while debt ser- 
vice has declined to 11 percent of the budget in 2004 from 15 percent in 
2001, it continues to compete for funding with operating expenses.6 

3.6 The Bank contributed to these results by providing emergency 
support in the wake of the devaluation, and by promoting tax reforms 
and HIPC debt relief. The Economic Recovery Credit helped the gov- 
ernment control inflation, and reduce and simpllfv the value added 
tax (VAT) to three rates. In FYO1, with support f rom the Trade Reform 
and Competitiveness Credit (TRCC), the government introduced a 
unified, broad-based VAT rate of  18 percent (although it allowed a 
large number of exemptions, which slows efforts to  broaden the tax 
base) and adopted the common regulation on excise taxes in the con- 
text of  fiscal and tax harmonization within WAEMU; it also created a 
large taxpayer unit and introduced a single taxpayer identification 
number system, improving tax administration. 

3.7 Bank support had  a relatively limited focus o n  public expendi- 
ture management in the second half of the 1990s. The Bank initiated 
work o n  a PER in FY97 aimed at improving the execution of public ex- 
penditure in the health and education sectors based o n  rnedim-term 
expenditure frameworks (MTEF), but the quality of the PER was low 
and it remained an internal exercise. Since the PSRP public expenditure 
management has been at  the center of the Bank’s programmatic lend- 
ing. With the recently completed CFAA, CPAX, and PER providing the 
necessary analytical underpinnings, the Bank has moved in its poverty 
reduction support credits (PRSC) to support the establishment of a 
MTEF, financial decentralization, external and independent audits, and 
strengthen procurement rules and practices, but it is too early to assess 
the impact of this program. 

3.8 
achieved most of its objectives, though with delays. The Bank sup- 
ported debt buyback operations and reschedulings, in part through 
analytic work  - hvo debt sustainability analyses ( E A )  were carried 
out (FY98 and FYOO). When Senegal reached the decision point under 
the enhanced HIPC Initiative in fune 2000, it was expected to reach 
the completion point in 2002, which did n o t  happen until2004. The 
delay reflected optimistic assumptions n o t  only in the medium-term 
balance of payments projections and debt sustainability analysis but 
also about the ability of the government and the Bank to monitor pro- 
gress under the IDA-financed sector reforms.7 

Bank support to reduce Senegal’s external debt service burden 

PRIVATE SECTOR DEVELOPMENT 
3.9 
three themes: (i) improving the investment climate; (ii) increasing pri- 
vate sector participation in economic activity; and (iii) stimulating sec- 
tor investment. To these ends, the Bank financed f ive adjustment and 
investment operations and a n m b e r  of studies.* 

Bank support for private sector development emphasized 
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Senegal 

3.10 ~ ~ ~ r ~ ~ ~ ~ g  fhe ~~~~~~~ c ~ ~ ~ ~ .  Bank support under this theme 
focused o n  regulatory r e f o m ,  legal and judicial capacity building, re- 
moval of administrative barriers, tax reforrn, and trade facilitation. 
Senegal's business climate has improved in m y  respects (box 1). In 
particular, progress has been achieved in trade f a d t a t i o n  and in 
streamlining the procedures faced by enterprises. However, significant 
constraints remain In the FYO4 investment climate survey firms cited 
the lack of an impartial judiciary and legal system, inefficiencies in the 
financial &or, high tax rates, corruption and infrastructure bottle- 
necks as major obstacles to business growth.9 Furthermore, Senegal's 
Doing Business indicators (Table 9) show that complex procedures for 
contract enforcement and rigid regulations in labor markets remain 
important factors contributing to the cost of  doing business in Senegal. 

cate 
D'lvovOire Mali Benin Ghana SSA OECD 

No. of procedures 9 
cost (% GNI per capita) 108.7 

~ i n i m ~ m  capital (x GNI 
per capita) 260.4 

11 13 8 12 11 6 
134.0 190.7 190.8 78.6 215.3 6.5 

225.2 490.8 323.1 27.9 297,2 28.9 

Labor Market 
~ i c u l t y  of hiring indexa 61 

18 

______ 

44 78 39 11 48.1 29.5 

Contract Enforcement 
No, of procedures 33 
Time (days) 485 

25 28 49 23 35 19 
525 340 570 200 434 232 
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3.12 
nanaal sector reform, it was no t  a focus of its support. Jointly with the 
Fund, the Bank prepared a financial sector assessment paper (FSAP) in 
2001, followed by an update in 2005, both of which concluded that, 
since its restructuring in the early 1990s, Senegal‘s banking system has 
steadily strengthened and remained financially sound. But market inef- 
ficiencies have remained largely unaddressed. A large spread between 
deposit and lending rates has helped create excess liquidity, which in 
turn has given rise to  increased funding for short-term credit, especially 
to large corporations and including public enterprises. Private sector 
credit, estimated at 21 percent of GDP in 2003, has grown slowly over 
the past decade, although inadequate access to  finance remains a major 
constraint for s d  and medium enterprises (SMEs) .  

3.13 
achieving their objectives. With Bank support the government im- 
plemented far-reaching trade liberalization measures that reduced 
average protection rates, with both tariff rates and non-tariff barriers 
falling; and the use of information technology has helped reduce cus- 
toms clearance and processing time. But although Senegal‘s average 
tariffs (14 percent) are lower than the S A  average, its maximum tariff 
rate (42 percent) has been higher than the W A E W s  common exter- 
nal tariff (CET, 20 percent), distorting the system of incentives. More- 
over, although complementary irnstitutional measures were imple- 
mented, they have not enabled exporters to capitalize on the price 
changes. However, in 2004, with the support of  the Private Sector Ad- 
justment Credit P A C )  the Government adopted a new corporate in- 
come tax law  that reduced the mar@ effective tax rate (METR) 
from 45 percent to 28 percent. And with the support of the Private In- 
vestment Promotion Project (PIPP) it also adopted a new investment 
code that ensures consistency with WEAMU CET and VAT codes. 

Second, although the Bank recognized the need to deepen fi- 

Third, trade r e f o m  have only been partially effective in 

3.14 
ment in governance in Senegal in recent years. In fact, the World 
Bank Governance Indicators for 1996-2004 suggest that Senegal’s 
ranking o n  the ”control of corruption” measure deteriorated in 2004.10 
Although the importance of  good governance for private sector de- 
velopment was stressed early on, Bank support to improve govern- 
ance assumed greater si@cance only since the FY03 country assis- 
tance strategy. The CFAA is helping to improve transparency in 
budgetary procedures, the CPAR has provided a framework for n e w  
procurement legislation and a new procurement code, and a n e w  BOT 
(Build, Operate, Transfer) l a w  was adopted. It is too early, however, 
to tel l  how effective these instruments wiU be in the fight against cor- 
ruption. In November 2003, legislation was passed establishing a na- 
tional anti-corruption commission, but the commission is unclear 
about h o w  to carry out i ts mandate, and has not received sufficient 
resources from the government to do its job. 

Finally, there has been little evidence of a marked improve- 
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3.15 € ~ . ~ ~ ~ ~ ~ g  ~~~~~ sector ~ ~ r ~ c ~ ~ ~ ~ n  and ~ n ~ n c z ~ g  ~ 0 ~ ~ ~ ~ ~ -  
ness. The objective of the Bank’s program under this theme was to 
stimulate foreign investment, broaden private sector participation in 
economic activities, and increase the productivity of the local private 
sector. In 1994, following the devaluation, private domestic invest- 
ment rose to 13.5 percent of GDP from an average of 9.4 percent in 
1990-93. But s i n e  then, the rate of growth of investment has been low 
and volatile - over 1994-2004 private investment averaged 11.8 per- 
cent of GDP, lower than the average of 13 percent for S A .  Similarly, 
while there 3x1s been some increase in FDI in recent years, it remaim 
modest, at 1.2 percent of GDP in. 2003, compared with the average of 
2.5 percent for S A .  

3.16 Immediately d te r  the devaluation the Bank provided support 
to enhance the managerial capacity of finns and accelerate implemen- 
tation of the government’s privatization program, with mixed results. 
A matching grant scheme helped provide business advisory senices 
and training to  a range of private enterprises and professional associa- 
tions. The evidence suggests that these services helped beneficiary en- 
terprises increase sales and create employment, although results were 
modest relative to the size of the private sector. 

3.17 
but unsuccessful attempts at privatization in the energy and ground- 
nut sectors were critical shortcomings. In the early years, there were 
few buyers of firms offered for sale, in part due to continued price 
controls and other government interventions that made the offers un- 
attractive, and also because of weak government c o e w e n t .  With 
progress in price and trade liberalization, the privatization program 
advanced. But the long delays, coupled with the unsuccessful at- 
tempts at privatization in. the key energy and groundnut sectors, lim- 
i ted the contribution of Bank support. 

3.18 The Bank has more recently focused on providing support to 
SenegaYs National Investment Promotion Agency (MIX); ensuring 
that the matching grant scheme is sustainable; promoting capacity 
building within business associations; and monitoring public enter- 
prises. Implementation of these efforts is ongoing and it i s  too early to 
assess outcomes. 

Bank support for privatization achieved some success recently, 

I ~ F ~ ~ T R U C T U R E  DEVELOPMENT 
3.19 Bank support aimed to  help reduce the cost of infrastrusture 
services through greater private sector participation. The second ob- 
jective in infrastructure, to increase access, is discussed in paras. 3.47- 
3-51, While progress was good in water, sanitation, and telecommuni- 
cations, there has been no sigmficant progress in the power sector, 
and outcomes have been mixed in the transportation sector. 
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3.20 
the supply of water services. Between 1997 and 2003, the volume of po- 
table water produced for urban areas increased f rom 96.3 mi l l ion to  
113.8 million cubic meters, substantially reducing the water supply 
deficit. An improved allocation and regulation of  responsibilities was 
achieved by the unbundling of the water and sewerage utility into 
three entities." The annual turnover of the sector increased by 8 percent 
per year between 1996 and 2003. However, over the same period, aver- 
age tariffs rose by 23 percent, and are high by regional standards. Bank 
support12 contributed to  progress in the water and sanitation sector by 
promoting institutional development, and supporting investment to  
rehabilitate and expand the water supply and sewerage system. 

3.21 These accomplishments reflect the benefits of  a flexible and 
country-specific approach. Although the Bank init ial ly supported a 
different solution (a concession, with the strategic partner responsible 
for m j o r  investments), it agreed to an enhanced lease arrangement, 
with the private operator allowed to finance certain investments di- 
rectly from the tariff-generated cash flow.13 In addition, a financial 
model was used to assess the level of mixed publiclprivate invest- 
ment consistent with financial health and with socially acceptable tar- 
iff increases. This was effective not only in improving the sector's fi- 
nancial health but also in building political consensus. 

3.22 
t ion sector has also been successful. The country i s  now endowed 
with a modern, efficient, and competitive network. The number of 
fixed-line subscribers has risen, mobile telephone growth has been 
strong, and the quality of service and coverage and the variety of  
products have improved. However, an effective regulatory agency 
was not established until relatively late in the process, in 2001. During 
this period, SONATEL, the national telephone company, engaged in 
anti-competitive behavior that constrained the development of ser- 
vices such as leased lines and international gateways; and it did not 
mill its performance contract obligations to extend telephone ser- 
vices into the rural areas, which have remained under-served. In July 
2004 SONATEL lost its monopoly over the provision of  fixed-line ser- 
vices, and services have become cheaper due to greater competit ion 
Nevertheless, service remains heavily concentrated in Dakar. 

Wuter and ~ ~ 2 ~ ~ ~ ~ .  Senegal made good progress in increasing 

~ ~ ~ ~ ~ ~ ~ ~ ~ 2 ~ ~ ~ ~ ~ .  The privatization of the telecomnrunica- 

3.23 
forms introduced in 1995, although it provided advice and technical 
support at  important stages. The positive results are due in part to the 
gradual nature of the reform, to  the participation of opposition par- 
ties, which helped to reduce resistance to the privatization of 
SONATEL, and to transparency in the bidding processes for the pri- 
vatization of SONATEL and for the award of contracts and licenses 
for other telecommunication services. The Bank is  now supporting 
further government reform efforts in the sector, with a focus o n  help- 

The Bank did not play a major role in the first round of re- 
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ing to establish an appropriate legal and regulatory framework, 
strengthening the regulatory agency, and promoting rural access. 

3.24 € ~ c ~ . ~ ~ .  By contrast, the performance of the power sector 
has been weak. As described in the 2005 project appraisal document 
(PAD) of the Electricity Sector Efficiency Enhancement Project14 the 
sector remains characterized by low coverage, high transmission and 
distribution costs, and poor quality of service despite high tariffs. 
Load shedding i s  frequent, forcing firms to invest in their own gen- 
erators. Attempts to introduce signihcant private sector participation 
have been unsuccessful. Two privatization attempts between 1998 
and 2002 failed, and SENELEC (National Electricity Company of 
Senegal), the main power company, remains 100 percent state-owned. 
The company's financial situation had improved over the past few 
years, but the recent government decision to cut electricity prices by 5 
percent in spite of rising oil prices may weaken SENELEC's ability to 
finance investments or to purchase from independent power produc- 
ers (fpPs). The regulatory authority i s  not independent and its capac- 
ity i s  in need of  greater institutional support, making it relatively inef- 
fective. 

3.25 These problems are due to several factors. First, for an  extended 
period, little investment was made to improve the sector's deteriorating 
infrastructure. In FK97, the Bank financed a regional power project that 
supported the construction of a hydropower generation station and 
transmission lines, which helped increase the supply of electricity and 
lower its long-term cost. But, without additional investments, 
SENELEC has been unable to keep pace with demand and the overall 
efficiency and reliability of the power system did not improve si&- 
cantly. 

3.26 
and supported by the Energy Sector Adjustment Credit (ESAC), was 
characterized by disagreements between the Bank and the government 
and by unrealistic expectations about the role of a strategic investor. 
The Ministry of Energy and Mines (MEW did not  agree that at least 51 
percent of SENELECs share capital should be offered for sale to a stra- 
tegic partner.15 The g o v e m e n t  expected that the partner would, in 
addition to paying up-front for its shares or concession fee, finance all 
the investment required to rehabilitate existing i n € r a s b w e .  The au- 
thorities refused to take the Bank's advice o n  a number of occasions 
and made strategic errors of judgment, such as insisting on a large ad- 
vance payment and failing to secure an adequate investment plan up- 
front, which led to the first failed privatization attempt. 15 The second 
privatization failed in part because of the deterioration that had oc- 
curred in the global energy market, but also because of the conditions 
the g o v e m e n t  had imposed on the deal. IEG review of relevant 
documents indicates that although the Bank expressed concerns about 
these conditions as wel l  as about a series of risk factors that were not 

Second, a comprehensive reform program, undertaken in 1998 
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adequately mitigated, these concerns and risks were not conununi- 
cated clearly to the Board. 

3.27 
the water sector was better fitted to  Senegalese conditions than the 
more radical one in electricity. The Bank has learned the lessons of the 
past and i s  now adopting a different approach. Two APLs, which will 
provide needed concessionary financing for urgent investments, are 
expected to contribute to the unbundling of SENELEC. Both APLs 
will also support a strengthening of  the regulatory agency. The rural 
electrification APL, approved in €9'05, i s  to  focus on the provision of 
electricity services to rural areas. The second AFL, also approved in 
M 0 5 ,  aims at  the reform of the urban power sector, includes a restruc- 
turing and rehabilitation of SENELEC necessary to  attract a strategic 
partner, and provides partial guarantees for two new IPPs. 

3.28 ~ ~ ~ ~ ~ 0 ~ .  The Bank's program in th is  sector focused on im- 
proving road maintenance, developing the port of Dakar into a major 
trans-shipment hub, and improving the efficiency of  transport ser- 
vices. In road maintenance, an autonomous road management agency 
(AATR) has been set up. The establishment of the AATR brought 
about a signhcant improvement in the implementation of the road 
maintenance program and greater coherence in the management of 
the road sector. Nevertheless, budgetary allocations for road mainte- 
nance are s t i l l  inadequate and capacity at  the AATR i s  weak. In other 
subsectors, Air Senegal, the national airline, has been successfully 
privatized, and the Dakar-Bamako railroad, linking Senegal to Mali, 
has been concessioned to a private company. But the Port of Dakar is 
yet to  regain its competitiveness although financial, technical and 
commercial management have improved; trans-shipment traffic has 
shown l i t t le growth sinse 1998 partly because of congestion and high 
h d l i n g  costs of  containers. 

It i s  clear that the gradualist, consensual approach adopted in 

3.29 
Transport Sector Project (FY99) , which has suffered from lack of 
agreement with the government on basic policy and institutional 
changes. In road maintenance, the consensus building efforts for the 
complex institutional changes were only partially completed when the 
program got under way, so that the t r m f e r  of maintenance responsi- 
bilities to the new road agency took longer than anticipated. In addi- 
tion, major disagreements emerged with the new g o v e m e n t  elected 
in 2000 with regard to the role and financing of the Road Fund. These 
delays, combined with underestimates of unit costs at appraisal, have 
resulted in a much lower volume of work than originally foreseen.17 
The g o v e m e n t  has, however, made a special effort to preserve critical 
repairs of rural access roads. 

3.30 
facility through a public bonds issue, rather than through BOT as 

The Bank's support consisted mainly of the ongoing Second 

The government also decided to fund the expanded container 
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foreseen in the credit agreement with IDA; as for the Dakar-Bamako 
Railway, the government preferred a concession, where the strategic 
partner would be responsible for all major investments, rather than 
the management contract stipulated in the credit agreement. Finally, 
the government decided to build a new international airport whereas 
the credit was to support the management concession of the existing 
airport. The loan was amended in FY05, with the cancellation of ac- 
tivities relating to the port, civil aviation, and land transport. 

AGRICULTURE AND RURAL &VELOPMENT 

3.31 Bank support to Senegal's agriculture and rural  sector focused 
on helping to increase rural incomes through increasing and diversi- 
fymg output, promoting price and trade liberalization, supporting the 
privatization of production, and processing and marketing of agricul- 
tural products. However, little lending or analytical work was de- 
voted to these objectivesP 

3.32 
variable, barely keeping pace with population growth; and output di- 
versification has been limited. In that time, Senegal has slowly moved 
away from government management of the agricultural sector. In 
2001, the government liquidated SONAGMINES, a subsidiary of 
SONACOS active in the distribution of seeds and fertilizers and the 
collection of groundnuts. The private sector has not, however, en- 
gaged in input supply, commercialization, or marketing. Data o n  in- 
come are scarce but the high incidence of poverty in rural areas sug- 
gests that reforms aimed at raising rural farm and off-farm incomes 
have been ineffective. 

Agricultural growth over the past decade has been low and 

3.33 
constraints on  Senegalese agriculture, including climatic factors, but it 
may also be due to inadequacies in the interventions promoted by the 
Bank and implemented by the government. First, the price and trade 
r e f o m  supported by the Bank were only partially successful: they 
were fully implemented in the rice sector, and helped support in- 
creases in producer prices for cotton, but were largely unsuccessful in 
reducing monopoly pricing practices in the sugar sector. 

This mixed record can in part be attributed to the  underlying 

3.34 Second, reforms supported by the Bank to privatize 
SONACOS, the state-owned groundnut marketing company, and 
eliminate taxes on vegetable oi l  were st i l l  not  completed by the end of 
the period under review (Box 2). Two attempts at privatization of 
SONACOS in 1995 and 1999 failed. Although in each case the gov- 
e m e n t  brought SONACOS to the point of sale and rejected bids as 
unrealistically low, the failed privatization attempts also reflected a 
difference between the Bank and EU. A new phased strategy after 
2001 proved more successful, but also has had some shortcomings. 
The approach involved the separation and closure of  
SONAGMINES. The rapid dissolution of SONAGMINE has 
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caused dislocations including lack of access of farmers to &tical in- 
puts, w h i c h  may have been mit igated by a more gradual and phased 
approach. During FYO5 the privatization of SONACOS was finally 
completed. The government also took the measures needed to el imi- 
nate the temporary tax on impor ts  (Taxe Conjoncturelle 
d'hportation) and the surcharge (Taxe Sp6cifique) on edible oil, al- 
though the el imination of the surcharge is yet  to become effective; and 
therefore, the anticipated impact  of the full liberalization of the sector 
is yet  to materialize. A major issue that delayed the l iberalization of 
the groundnut sector has been whether the reforms would have ad- 
verse distributional consequences €or poor farmers. The Bank should 
have under taken analytical work on these issues sooner, given the 
importance of this sector to rural l ivel ihoods (see para. 2.18). 

Box 2. The Groundnut Sector: Structure and Reforms 
The groundnut share of the Senegalese economy has declined from 7 percent 
of GDP and 80 percent of exports in 1960 to 2 percent of GDP and 9 percent 
of exports today. Nevertheless, groundnuts remain an important source of 
income for the rural population, with some 70 percent of the rural labor force 
employed in their production, which in turn accounts for 60 percent of these 
households' agricultural income. Senegal is the world's largest supplier of 
groundnut oil, but the world market has declined as cheaper vegetable oils 
are increasingly used as substitutes. 

The groundnut sector has been dominated by the state-owned Soci6t6 Na- 
tionale de Commercialisation des Olbagineux du Snegal {SONACOS), 
which has about 20-25 percent of the world market share for groundnut oil. 
SONACOS also has a dominant position in processing imported unrefined 
vegetable oil for the local market. Its 75 percent market share has been 
shielded by a combination of tariffs and domestic taxes, which resulted in a 
protection equivalent to about 30 percent of the price of refined vegetable oil. 
SONACWs privatization and the elimination of specifis protective taxes are 
the last major steps needed to fully liberalize the groundnut sector. 
Source: IMF country report (2005) and a World Bank report (2005). 

3.35 
price and trade liberalization only in the late 1990s, with mixed  results. 
Progress on institution building, export promotion, and research has 
been good. Art export promotion project contributed to the construe- 
tion of post-harvest processing centers for SMEs and a co ld  storage fa- 
cility at the Dakar airport. It also helped Senegal's two exporter 
associations to access n e w  markets and to meet the stringent standards 
of European markets. These efforts helped boost horticulture exports. 
The Agriculture Services and Producer Organizations Project (PSOAI?) 
is supporting further institutional reforms including, in particular, ef- 
forts to build and strengthen agricultural research capacity, develop 
decentralized extension services, and promote the participation of m a l  
organizations in decision-making and development processes at the lo- 
ca l  levels. 

Third, the Bank began to address complementary measures to 
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3.36 Finally, there were too few activities to bolster rural infrasmc- 
ture and Bank support to the environment has been limited, though 
somewhat successful. Most of the infrastructure service improvements 
supported by the Bank over the past decade were heavily concentrated 
in urban areas. For example, as noted in the PAD for the Electricity Sec- 
tor Efficiency Enhancement Project, less than 4 percent of  the villages 
are electrified, and in these villages less than 30 percent of the popula- 
tion have access to electricity. Integration within Senegal’s rural econ- 
omy remains constrained by the low quality of the rural road network, 
limiting opportunities for wage employment and trade. This i s  not to 
imply that urban centers are free of infrasmsture problems: in the city 
of Dakar, for example, the volume of traffic has become so dense that 
mobility is severely reduced during peak traffic hours. However, with 
a large part of the population still deriving its livelihood from the agri- 
culture sector, improvements in rural infrastructure are critical for rais- 
ing the sector’s output and reducing rural poverty. Over the period 
under review the Bank contributed to efforts to improve rural infra- 
structure in part through the national Rural Infrastructure Project 
(PNIR) which, among others, supported implementation and mainte- 
nance of comunity-based infrastructure including sormrrunity roads. 
Implementation of PNIR appears to have been successful, benefiting a 
number of comuni t ies.  Though PNIR is highly regarded in the coun- 
try, it represented a l imited response to Senegal’s needs for roads 
within rural areas as wel l  as between rural and urban areas. In envi- 
ronment, the Bank contributed to the preparation of the National &vi- 
ronmental Action Plan (NEAP) through its ESW and supported the 
drafting of the c o m ~ s  Environmental Law. Through the Sustainable 
and Participatory Energy Management Project, the Bank contributed 
successfully to the enhancement of the capacity of local communities to 
manage the exploitation of their forests in a sustainable manner, sup- 
ported the creation of a protective zone around a biosphere reserve, 
and promoted alternative fuels and improved stove effiaency. How- 
ever, support for environmentally sustainable development in the 
Senegal River Basin, which covers much of Senegal’s agriculture, pro- 
vided through the Global Environmental Fund (GEF), and Bank sup- 
port  to reverse the loss of biodiversity started late in the period under 
review and it is too soon to have had a dissemble impact. 

3.37 Summary. Real GDP growth rebounded and was higher than 
during the previous decade. But, per capita GDP growth in the dec- 
ade under review is below that of many WAEMU countries. Macro- 
economic stability improved with notable progress toward fiscal con- 
solidation underpinned by improved tax revenue performance. But 
the positive response of investments and exports to the devaluation 
has not been sustained and a strong private sector-based economic 
expansion has not been achieved. Total factor productivi ty was small. 
Aspects of the business environment have improved, but the invest- 
ment climate faces many sonstrahts. At the sector level, progress has 
been most signdisant in water supply, sanitation, and te lesomunica-  
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tions, where services have increased, the regulatory framework has 
improved, and privatization has been successful. Progress has been 
modest in the transport sector and less than satisfactory in the energy 
sector. In agriculture, the liberalization of the groundnut sector i s  n o t  
yet  fully implemented. Based on these results, the outcome of the 
Bank's program in support of the growth objective was moderately 
satisfactory. 

Table 10. Objective 1-Summary Outcome Rating 

Objectives Outcome 
Rapid. Sustainable Economic Growth Moderately satisfactory 

e Macroeconomic Stability Satisfactory 
Private Sector Development 8 Moderately satisfactory 

e Infrashcture Development Moderately satisfactory 
e Agriculture and Rural Development Moderately satisfactory 

Objective 2: Capacity Building and Development of Social 
Services 
3.38 
promote capacity building and the development of social services. 
Bank strategy was to  help increase access to services, improve their 
quality, and enhance gender and regional equity, with a focus on edu- 
cation, health, population and nutrition, and basic infrastructure, In 
recent years, emphasis has been placed on helping Senegal make pro- 
gress toward achieving the related MDGs by 2015. 

The second major objective of the B d s  program was to 

EDUCATION 
3.39 
jor strands: support for technical/vucational sk i l l  development, sup- 
port for primary and secondary education, and policy reform along 
with targeted support for higher education. Bank support focused on 
helping !%megal achieve universal primary education and the related 
MDG of gender parity. 

3.40 
increased from 58 percent in 1990/91 to 80 percent in 2002/03, while 
the average net enrollment increased from 47 percent to 58 percent 
and the ratio of girls to boys almost doubled. Secondary school en- 
rollment also rose, though at a more moderate rate. However, Senegal 
continues to  lag behind low-income countries and S A  on most access 
indicators (Figure 1) and is  unlikely, a t  this pace, to reach the MDG of 
universal primary education by 2015 although it has the potential to 
achieve gender parity. Sigruficant deficiencies remain in the average 
level of academic achievement and primary school enrollment rates 
across all age groups are much lower in rural areas. As the 2006 

The Bank's interventions in education have reflected three ma- 

Progress has been uneven. Gross pr imary school enrollment 
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World Development Report illustrates disparities in years of school- 
ing between rural and urban areas are among the highest in SSA.19 
Furthermore, the productivity of  public resources spent on education 
i s  low, with high dropout and repetition rates. In 2003/04, primary 
completion rates were 53 percent for boys and 43 percent for girls, 
lower than the averages for S A .  Consequently, youth literacy rates 
have remained low, although they have improved in recent years. 
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figure 1. Senegal-Education Sector Performance 
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3.41 Bank support contributed to  the gains Senegal made in educa- 
tion, although with varying degrees of effectiveness. The Second Hu- 
man Resources Development Project (FY93) supported the construc- 
t ion of  classrooms and public awareness campaigns for girls’ 
education, which helped increase primary school enrollment. But it 
was less effective in enhancing the quality of education, as few stu- 
dents benefited from textbooks and li t t le attention was paid to in- 
structional issues. The Higher Education Project (€9’96) aimed to in- 
crease effiaency and cost effectiveness in higher education, but i ts 
major component, improving the university library, had l i t t le bearing 
o n  the project development objectives. As noted in the CEM and PER, 
with only about 2 percent of  the student population, higher education 
continues to receive a disproportionate share of the education budget, 
at  about 24 percent in 200320 which limits the availability of resources 
needed for improvements in prinmy education and progress toward 
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the MDG. The Pilot Female Literacy Project (FY97) used an innovative 
community-based approach that became a model for other countries, 
instructional manuals and books were procured in local languages, 
and income-generating activities were integrated into the project. The 
number of beneficiaries largely exceeded project targets; but monltor- 
ing and evaluation mechanisms were not wel l  developed and coordi- 
nation was inadequate, thus limiting the impact of the project. 

3.42 The Bank moved to a sector-wide approach with the Quality 
Education for All (QEFA, R O O ) ,  but at a time when Senegal was un- 
dergoing a major political transformation with a democratic change in 
government. The new government was initially hesitant about the 
program it inherited, leading to long implementation delays. QEFA 
has only n o w  reached the end of its first phase, and it i s  too early to 
assess whether it has reached its objectives. In spite of a relatively ac- 
tive lending program in education, only recently, in the FY03 CEM 
and FY05 PER has the Bank comprehensively analyzed the key issues 
in the sector. 

HEALTH, NUTRITION, AND POPULATION 

3.43 Since the 199Os, Senegas health, nutrition and population in- 
dicators, including life expectancy, infant and child mortality, and fer- 
tility, have improved. Senegal has also maintained one of the lowest 
rates of HIV/AIDS prevalence in Africa, estimated at 1 percent of the 
adult population in 2002, thanks in part to an  open and effective gov- 
ernment response in the early years of the Hfir/AIDS crisis. In recent 
years, however, m y  of the positive trends have slowed considera- 
bly (Figure 2)- Most notably, under-five and infant mortality have 
been declining at an annual rate of 1.1 and 1.4 percent respectively, 
significantly less than the 4.4 percent annual decline needed to reach 
the child and infant mortality MDGs. There are major inequities in ac- 
cess to primary health services between urban and rural areas, and 
particularly for the poor. Wfiereas about 80 percent of the urban 
population lives within 30 minutes of a health facility, only 42 percent 
of the rural population does. Whi le  fert i l i ty has fallen to 5 children on 
average, it i s  about 4 for a woman in urban areas and 6 for a woman 
in rural areas. The poorest 20 percent of the population have under- 
five mortality rates twice those of the richest 20 percent.21 Malnutri- 
tion remains a serious problem among the poorest segments of the 
population,* although the proportion of underweight children and 
the prevalence of stunting for the country as a whole compare favora- 
bly with S A  averages. Government expenditure o n  health has in- 
creased in recent years but remains modest, averaging 1.7 percent of 
GDP in 2000-03, compared with 1.2 percent in the second half of the 
1990s. In its 2003 evaluation of progress toward the MDGs, the UNDP 
concluded that while Senegal can achieve the HIV/AIDS MDG, it is 
unlikely at the current rate of progress to reach most other health- 
related MDGs.23 
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3.44 Bank support included projects aimed at  reducing Illalnu~- 
t ion and child mortality, improving maternal health, and combating 
malaria, HTV/AIDS, and other endemic diseases. The Community 
Nutr i t ion Project (FY95) supported efforts to reverse the deterioration 
in the nutritional status of vulnerable groups, k t  the objectives of 
improving food security and sanitation services in poor rural areas 
were not achieved, The FYO2 Nutr i t ion Enhancement Project ad- 
dresses similar issues, with a focus on improving the growth of chil- 
dren (under three years) in poor urban and mal areas through a 
community-based growth and nutr i t ion program. 
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Figure 2. Senegal-Health Sector Performance 
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3.45 The Endemic Disease Project (M97) failed to  achieve i ts objec- 
tives. Government ownership was weak, the project was designed in 
isolation from a health sector program that was being developed, and 
was at  odds with the government’s program at the operational leveP. 
The HN/rUDS Prevention and Control Project (M02)  emphasizes a 
multisector approach but faces the challenge of coordination and im- 
plementation, especially at the decentralized level. 

3.46 
the Bank moved to a sector-wide approach to help improve access to 
health services, but with mixed progress. Bank support contributed to 
the construction and rehabilitation of health centers, which helped in- 
crease the number of functioning primary health care facilities; but ac- 
cess to and utilization of health centers have not expanded to the extent 
expected, particularly in rural areas. This slow progress reflects in part 
l imited availability of staff, imbalances in their geographic distribution, 
and lack of access to essential medicines. In addition, public expendi- 
ture has favored secondary and tertiary hospitals and urban areas. The 
Bank promoted the establishment of district health centers as a way to 
redirect resources to rural areas and primary care, but was no t  effective 
in reaching the rural poor owing in part to weak capacity at the local 
level. As in education, a comprehensive review of issues in the health 
sector was carried out only in the M 0 3  CEM and MO5 PER. 

With the Integrated Health Sector Development Project (FY98) 

ACCESS TO ~ N F ~ S T R U C T U R E  SERVICES 

3.47 One objective of the Bank’s program was to expand access of 
the population to  improved water and sanitation services. Another 
was to help provide more affordable, reliable, and safe public trans- 
portation services and improve the quality of urban mobil i ty in Da- 
kar. Progress has been uneven. In the water subsector, in 200483 per- 
cent of the urban population had ready access to clean water, 
compared with 78 percent in 2000. By contrast, in rural areas the share 
of the population with access to  safe water increased only f r o m  56 to 
58 percent, although this compares favorably with the average for 
S A .  The cost of public and private urban transport, notably for the 
poor, has n o t  yet been sigruficantly reduced. Much of the fleet i s  aged; 
overall traffic management i s  poor; and the licensing system for mini- 
bus and taxi operators does not function adequately. In rural areas, 
the number of communities with access to all-weather roads remains 
limited. 

3.48 
supply projects that supported large investments in the sector, includ- 
ing subsidized connections for lower-income consurners in urban ar- 
eas, but paid l imited attention to the mal areas. 

The Bank contributed to efforts in these areas through water 

3.49 
Assistance Project (FY97) helped set up an urban transport manage- 

In the transport sector, an Urban Transport Reform Technical 
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ment authoriv, the first of its kind in SA,  that provided a compre- 
hensive framework to address urban transport issues. However, the pri- 
vatization of the public transport company (scura4c) was not achieved; 
and efforts to increase competition in the sector and improve its financ- 
ing through greater involvement of stakeholders were unsuccessful. The 
technical assistance project was followed by a large APL in FYOO aimed 
at improving urban mobility in Dakar with special attention to the urban 
poor. Implementation of the APL has suffered serious delays.= The new 
government disagreed with the institutional reforms supported by the 
program and instituted under the technical assistance project Instead of 
pursuing the privatization of SOTRAC, it created another bus company 
in which the state holds 90 percent of the shares. The leasing component 
26 also faced major difficulties. First, the minibus operators, part of a sec- 
tor notorious for its i n f o d t y ,  were supposed to pay a monthly lease; 
in any case, their capacity to pay depends on operating conditions such 
as traffic density, competition, and the physical conditions of the roads, 
none of which are good. Finally, there were unresolved problems, such 
as withdrawing old vehicles from sewice and establishing an adequate 
mechanism for technical control of private bus fleets. Since mid-20% 
m y  of these issues have been addressed and the leasing component 
has moved forward. 

3.50 
proach. First, although the 3ank endeavored to achieve participatory so- 
lutions to the problems, the consultative process missed some key lead- 
ers who could have helped secure ownership of the reforms after the 
2000 elections. Second, the Bank was overly optimistic in expecting local 
collectivities and private operators to make voluntary contributions to 
help finance the urban transport sector in the absence of any tangible or 
immediate benefits. Similar over-optimism sustained the hope that mini- 
bus operators would demonstrate an effective d e m d  for leased new 
vehicles in the absence of measures to improve profitability, to regulate 
the sector adequately, and to improve the physical infrastructure. 

The APL suffered from several weaknesses in the Barik's ap- 

3.51 Bank support for rural transport consisted of efforts to increase 
the number of district capitals with access to all-weather roads under the 
Second Transport Sector Project (STSP, FY99); and to improve commu- 
nity roads under the National Rural I n f r a s m w e  Project (PNIR, f;yM). 
As noted (para. 3.29), the STSP has had long implementation delays and 
cuts in the road maintenance component. With the support of PNIR 
community roads have been rehabilitated in 17 rural Communities (out 
of 320 communities), but evidence is limited on the ability of these com- 
munities to maintain the roads. 

3.52 
been uneven. Progress was most sigdicant in primary school enroll- 
ment, including that of girls, but progress in improving outcomes has 
been slower: completion rates are low, and illiteracy remains high. In 
addition, there was no progress in reforming higher education. 'In health, 

S ~ ~ ~ :  Progress toward the Bank's second set of objectives has 
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e Total population 67.9 57.1 
Total households 61.4 48.5 

access to  and utilization of health facilities remaim inadequate, espe- 
cially among the poor and in rural areas. Access of the urban popula- 
tion to water and sanitation services improved signhcantly, but the 
rural population has benefited very l i t t le f rom improvements in infra- 
structure services. Based on these results, the outcome of Bank 
support was moderately satisfactory. 

Table 11 Objective 2-Summar-y Outcome Rating 

Dakar 56.4 42.0 
Otherurban 70.7 50.1 
Rural 71 .O 65.2 

Inequality 
Gini coefficient 32.6 34.2 

Outcome 
Capacity Building and Development of Social services Moderately satisfactory 

Raise access, improve efficiency and effectiveness e Moderately satisfactory 
of education system 
Improve access and quality of health services Moderately satisfactory 
Improve access to basic infrastructure services e Moderately unsatisfactory 

Objective 3: Improving the Living Conditions of Vulnerable 
Groups 
3.53 The third major objective of the B d s  program was to help 
improve the living conditions of vulnerable groups. Bank support fo- 
cused on helping to improve the situation of women, promote rural 
social protection, and strengthen local institutions. The B d s  strat- 
egy emphasized decentralization of public services, c o m h t y -  
driven development, and the use of social funds. 

3.54 
ing the incidence of poverty, which fell by more than 10 percentage 
points (“able 12). Nonetheless, as noted in the pro-poor growth study, 
the growth elasticity of poverty, as measured by the national poverty 
line, was -0.95, pointing to the need to pay attention to patterns in the in- 
cidence of growth27 (Table 13). As the study shows, l ed  by robust non- 
agricultural growth in the second half of the 199Os, much of the poverty 
reduction was in urban areas. In rural areas where the vast majority of 
the poor live, the decline in the inadence of poverty was less pro- 
nounced. 28 

Between 1994 and 2001, s n e g a l  made notable progress in reduc- 

Table 12. Senegal-Incidence of Poverty 

1994-95 2091-02 1 1994-95 2001-02 
~ 

Below the poverty line 1 Geographic distribution 
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Table 13. Growth-Poverty Elasticities 

National poverty line-GDP growth elasticitya 

Country Early 90s to early 2000s 
Vietnam 
El Salvador 
Uganda 
Ghana 
lndia 
Tunisia 

-1.41 
-1.04 
-1.04 
-1.19 
-2.38 
-1.79 

Bangladesh -1 5 6  
Senegal -0.95 
Brazil -0.78 
Burkina Faso -2.00 
Bolivia -0.73 
Romania -2,03 

a. National poverty lines differ across countries, Figures are based on country case 
studies, 
Source: Pro-Poor Growth in the 1990s: Lessons and Insights from 14 Countries. World 
Bank. June 2005, 

!MPROVlNG THE SITUATION OF WOMEN 

3.55 The main objective of the Bank‘s program in relation to 
women has been to help improve their access to assets, education, 
health and family planning services, and infrastructure services. Bank 
support included two operations primarily geared toward women.29 

There has been no ESW specifically on gender, although the FY95 
Poverty Assessment and other analytical work addressed gender is- 
sues.30 

3.56 
political representation. But while the gains are particularly sign&- 
cant in primary school enrollment, retention of girls in school and 
their admission to subsequent cycles are low. At 70 percent in 2002, 
female illiteracy remains very high and compares unfavorably to the 
S A  average of 42 percent. Maternal mortality, estimated a t  510 per 
100,000, continues to be high, although it i s  below the SSA average. 
Strong disparities remain between urban and rural areas, with women 
in the rural areas experiencing l imited improvements in their condi- 
tiOnS. 

Indicators {Table 14) point to gains in literacy, education, and 
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Senegal 
1990 2002 

Table 14. Senegal-Sefected Gender Indicatots, 1990-2002 

Sub-Saharan 
mica 

1990 2002 

School enrollment, secondary, (X gross) Male 21.3 22.8 
Ratio of girls to boys in primary and secondary 
education (x) 68.5 87.1 
Proportion of seats held by women in national 

Fer t i l i  rate, total (births per woman) 
Maternal mortality rate (per 100,000 live births) 
Life expectancy at birth, (years) 
Life expectancy at birth, (years) 
Illiterate females as share of female pop 15+ (X) 
Illiterate males as share of male pop 15+ (x) 
School enrollment, primary, (X gross) 
School enrollment, primary, (x gross) 
School enrollment, secondary, (X gross) 

24.9 36.2 

79.0 83.5 

6.2 4.9 
1200 510a 

Female 51.7 54.1 
Male 47.5 50.6 
female 81.4 70.3 
Male 61.8 51.0 
Female 48.6 76.6 
Male 66.4 83.1 
Female 11.2 15.8 

6.1 5 2  
.. 870 

51.6 46.6 
48.4 45.1 
59.7 42.4 
40.2 27.5 
66.1 87,6 
80.2 101.6 
19.9 29.9 

3.57 The contribution of Bank support has been mixed, I ts c o r n u -  
nity-based programs were effective in targeting women and improv- 
ing their access to nutrition enhancement and literacy programs; and 
the consistent emphasis on girls' education was instrumental in in- 
creasing girl's enrollment in primary school. In health, Bank support 
helped to expand prenatal coverage and increase the proportion of 
births attended by skilled health staff. But as in other areas, the bene- 
fits of the Bank's program were concentrated in urban areas. Efforts to 
improve access of women to rural credit and saving are ongoing, but 
there has been little progress in this area. 

RURAL SOCIAL PROTECTION 

3.53 The Bank's strategy in social protection evolved f rom an early 
focus o n  safety nets to the current emphasis on  reducing rural  pov- 
erty, Its main objective has been to help increase access of the poorest 
groups to basic social services, infrastructure, and microfinance. 

3.59 Investment in human capital of the rural poor has been mod- 
est and, with poor access to roads, electricity, and telecommunica- 
tions, their participation in the expanding economy has been limited. 
There is evidence that Senegal's microfinance system has grown in re- 
cent years21 but microfinance services in rural areas are st i l l  limited. 
Senegal's second PEP Progress Report for 2004 reported that poli- 
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cies to  improve the living conditions of  vulnerable groups received 
l imited attention, including with regards to the development of infra- 
structure benefiting the poorest segments of the population. 

3.60 
APLs in their initial phases, the Social Development Fund Project and 
PNIR, both F Y O O  projects, which are concentrating on construction of 
schools and health posts in response to the priorities of participating 
rural  communities. The social fund is  also supporting the expansion 
of  microfinance services to rura l  areas; and PNIR is support ing h- 
provements and maintenance of corrununity roads. These projects are 
supporting activities that are highly relevant to the needs of the poor, 
and evidence suggests that both are making satisfactory progress to- 
ward their development objectives, but they represented a relatively 
small fraction of the Bank’s program. 

CAPACITY OF LOCAL lNSTiTUTlONS 

3.61 The focus of Bank support in this area has been on helping to 
build the capacity of representative local governments and c o m u n i -  
ties to enable them to plan and manage their own development pro- 
grams and mobilize the necessary resources through increased local 
revenues and fiscal transfers. 

The key operations supported by the Bank in this area are 

3.62 Senegars record on decentralization is mixed so far. Some de- 
concentration, or administrative decentralization, has taken place, al- 
though it r e d  smal l  in scale and weak in implementation. But fis- 
cal decentralization has been far more limited. Fiscal transfers have 
been we l l  below the level commensurate with the n e w  expenditure 
assignments despite increases in recent years. And, though improv- 
ing, technical and managerial capacity at the local level remains weak. 

3.63 Most of  the Bank’s program32 in this area is ongoing. Progress 
has been slow and variable. Through the Urban Development and 
Decentralization (LJDD) Project, the Bank helped municipalities carry 
out a financial and organizational audit and undertake adjustment 
programs covering staffing and resource mobilization. As a result, 
many municipalities have learned h o w  to prepare and implement in- 
vestment programs, and maintain and manage their assets. The pro- 
ject was highly successful, although it created parallel institutional ar- 
rangements and financing mechanisms, which bypassed the regular 
ones for transferring funds to m u n i ~ p a ~ e s .  

3.64 In rura l  communities, both PNIR and the social fund are sup- 
porting capacity building efforts. The PNIR relies on existing institu- 
tions and works within the existing administrative f ramework €or the 
transfer of funds, thereby reinforcing the decentralization process. 
The social fund operates in many of the same rural areas as the PNIR 
and often in the same villages, but relies on nongovernmental agen- 
cies. These different approaches to c o m m d t y  development are n o t  
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unique to Senegal; but, as noted in the IEG evaluation of the effective- 
ness of Bank support for community-driven development, ”piloting 
with different institutional arrangement makes sense if the purpose is 
to study which would work best before scaling up. But supporting 
different arrangements side by side over large areas on a long-term 
basis does not send the right signals to the borrower and neither does 
it augur we l l  for long-term institutional development.”% 

3.65 Summary: Progress toward the objectives of  Bank support has 
been slow and variable. Female illiteracy and m a t e d  mortality re- 
main high despite improvements in recent years, and there has been 
l i t t le progress in raising the incomes of  women and insreasing their 
access to credit and saving. Sigmfxant progress was made in 
strengthening the capacity of municipalities and the use of social 
funds is helping to  devolve responsibility and budgetary control to 
rural communities. But mal poverty remains high, and capacity at 
the local level i s  inadequate. The outcome of E d  support for im- 
proving the living conditions of vulnerable groups was moderately 
satisfactory. 

Table 15. Objective 3-Summaly Outcome Rating 
____ 

Objectives Outcome 
Improve the Living Conditions of Vulnerable Groups Moderately satisfactory 

Improve situation of women 0 Moderately satisfactory 
Rural Social Protection 0 Moderately satisfactory 

~ 

0 Strenathened decentralized Institutions 0 Moderately satisfactory 

3.66 
Senegal over the period FY94-04 is rated ~ o ~ r ~ ~ ~ ~  satisfactory. The 
B d s  strategy was relevant to Senegal‘s development situation and 
the program has had some success, most notably in helping to stimu- 
late economic growth. However, outcome has been less than €ully sat- 
isfactory in most areas, as summarized in Table 16. 

Overal l  Rating: The overall outcome of the B d s  program in 

Table IS. Overall Outcome Rating 

Objectives Outcome 
Overall Moderately satisfactory 

0 Rapid, Sustainable Economic Growth 

0 Capacity Building and Development of Social Senrices 
0 Improving the Living Conditions of Vulnerable Groups 

0 Moderately satisfactory 

0 Moderately satisfactory 
0 Moderately satisfactory 

Sustainability and Institutional Development Impact 
3-67 
i s  subject to  several risks, the most important of which emanates f rom 

S u s ~ ~ ~ ~ ~ ~ ~ ~  The sustainability of the benefits of Bank support 
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the exchange rate. A terms of trade shock, real appreciation of the euro 
against other currencies, or cumulative inflation in the CFA zone at  a 
rate faster than in the euro zone or other trading partners could make 
the current rate unsus&ble. Maintenance of the fixed exchange rate 
regime in the face of these trends could lead to another period of eco- 
nomic decline. Senegal is also vulnerable to external factors such as lo- 
cust invasion and droughts. Finally, capacity at the local level may not 
improve sufficiently, which would impede the delivery of services to 
the poor. Most of the benefits of Bank support are considered resilient 
to these risks. At the macro level, the current k e d  exchange rate to the 
euro puts pressure on all CFA countries to control inflation through fis- 
cal policy and on the BCEAO, the regional central bank, to manage a 
tight monetary policy. If successful, these policies will continue to stabi- 
l i i e  the CFA economies. The government has demonstrated commit- 
ment to prudent macroeconomic policies; progress toward fiscal con- 
solidation is likely to continue. The government i s  also aware of the 
need to promote agricultural growth and output diversification to  
lessen Senegal's vulnerability, and has made agriculture and rural de- 
velopment its top priority in the PRSP. However, the political commit- 
ment to decentralization expressed through the PEP has not yet trans- 
lated into an adequate transfer of resources to the local communities, 
although Senegal has in place the legal framework for decentralization. 
On balance, sustainability is rated likely. 

3.68 
Indicators 1996-2004 show that Senegal compares favorably to the S A  
average o n  all h e n s i o m  of governance, in particular on the measures 
of "government effectiveness," "regulatory quality: and the "rule of 
law." In the past few years3 however, Senegal's ranking on these three 
measures have either declined or stagnated. only recently has the Bank 
begun to address, through the PRSCs, the need for strong institutions 
to ensure improved allocation and e€€icient use of public resources. In 
FY0z3 the Bank launched the Distance Learning Center Project to help 
enhance the capacity of decision-makers to plan and manage develop- 
ment policies. A we l l  equipped center providing access to high-quality 
training has been established and the utilization rate of the center has 
increased. But demand from the public sector has been relatively low 
and3 after two years of operation, the business plan was revised and 
courses were aimed toward private sector managers rather than senior 
government stafff compromising the objective of training high-level de- 
cision-makers toward improved decision-making. At the sector level, 
progress was achieved in strengthening institutional capacity in the 
water, telecommunication, and road sectors, while progress has been 
slower in the health and education sectors3 where, since the move to 
SWAP, the technical aspects of Bank-supported programs have been 
mainstreamed into the relevant government departments. At the lucal 
level, social funds are strengthening local information systems and lo- 
cal participation but the Bank's focus on nongovernmental agencies 
outside of decentralized institutions is not consistent with the Bank's 

~ n ~ ~ ~ ~ ~ l  ~~~~n~ i~~~~ The World Bank Governance 
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objective to develop strong focal governments. Finally! as in m y  
other Countries in SA,  the Bank's reliance on  project implementation 
units has had the effect of draining capacity from h e  ministries, and 
distorting incentives. Based on these results, the institutional develop- 
ment impact of the Bank's program during the period 1994-2004 i s  
rated modest. 

1. "Halving severe poverty by 2015 will require annual growth of more than 7 per- 
cent." See Can Afnca Claim the 22sf Century, p.2, World Bank, 2000. 

2. See "Sources of Growth in Sub-Saharan Africa," fMF Working Paper, WP/04/176. 

3. See "Growth and Convergence in WAEMU Countries," fMF Working Paper, 
WP/04/198. 

4, Lending consisted of the Economic Recovery Credit (€9'94) and the Trade Reform 
and competitiveness Credit (€9'01); and ESW of a CEM (FYO3) and a PER (FY05). 

5. It has been estimated that i f  the G-8 debt cancellation proposal is  implemented, 
Senegal could benefit from debt reduction of about US1 billion in NPV terms, which 
will further improve its debt indicators (IMF, XXX). 

6. See "Senegal: Public Expenditure Review," December 2004. 

7. One condition for reaching the completion point required Senegal to maintain in- 
creases in the rate of child immunization against the most prevalent communicable 
childhood diseases, which by FK04, had not been implemented and for which a 
waiver was subsequently provided. 

8. These are: Private Sector Adjustment and Competitiveness Credit (FYgS), Private 
Sector Capacity 3dding Project (FY95), Trade Reform and Competitiveness Credit 
(FYOl), Private Investment Promotion Project (M03), and Private Sector Adjustment 
Credit (FY04). In addition to the Challenge of Integration (FY98), Bank ESW included 
the Diagnostic Trade Integration Study (FY03) and the Investment Climate Survey 
(FKM). These were complemented by FIAS studies and surveys. 

9. Global Monitoring Report. The World Bank, 2005. 

10. See Governmzce Mat ters  111: Governance ~ ~ i ~ Q f o r s  1996-20004, World Bank, 2004. 

11. These are: La Societe N a t i o d e  des Eaux du !%&gal (SONES), the state-asset 
holding company, La Sknegalaise des Eaux (SDE), a private water supply company, 
linked to the State through SONES by a lease contract and a performance contract; 
and L'Office National d'Assainissement du Sknkgal (ONAS) responsible for the man- 
agement of the sewage service. 

12. Bank support insluded the closed US$lOO million Water Sector Credit (IT%), and 
the ongoing US$125 million Long Term Water Sector Project (€9'01). 

13. Credit is also due to Agence Franqaise de Dkveloppement, one of the other exter- 
nal partners involved, in bringing successful French experiences with lease contract- 
ing (affermage) to bear in the debate. 

14. See Project Appraisal Document for an Electricity Sector Efficiency Enhancement 
Project in Support of Part of the First Phase of the Electricity Sector Efficiency En- 
hancement Progrm, World Bank, April 25,2005. 

15, The ministry was concerned about militant opposition to privatization, especially 
from some of the SENELEC trade unions, which had already acquired a reputation 
for sabotaging installations in previous conflicts. 

16. Senegal's experience was not isolated, however. IEG assessment of the World 
Bank Group's support for private sector development in the power sector in the 1990s 

NOTES 
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found few positive outcomes in the Africa Region to report, noting that economic cri- 
ses and government resistance prevented sustainable power reforms to take hold. 
See Powerfbr  el^^^: A Ra7iay of the World Bank Group's Experience with Privute 
P a ~ ' ~ p a ~ o n  in the Electricity Sector, World Bank, International Finance Corporation, 
and Multilateral Investment Guarantee Agency, 2003. 

17. Rehabilitation of main roads has been reduced from a planned 244 km. to 129 km.; 
repair of existing earth roads from 400 km. to 172 km.; rehabilitation of 313 km. of 
earth roads has been dropped, as has the construction of 600 km. of new earth roads. 
In its comments on the draft CAE, the Government noted that the implementation 
delays were due more to a technical problem rather than to cost under-eshtes. 

18. These included the Agriculture Sector Adjustment Loan (FY95), the Agriculture 
Export Promotion Project IEy98), and the Agriculture Services and Producer Organi- 
zations Project (FY99). 

19. See World Development Report 200s: Equity and Development, Table A4, P.285. 

20. !%e "Senegal: Policies and Strategies for Accelerated Growth and Poverty Reduc- 
tion: A Country Economic Memorandum," April 2003, World 3ank, p.107, and "Sene- 
gal: Public Expenditure Review" December 2004, p. 39. 

21. See "Senegal: Public Expenditure Review," December 2004. 

22. The FK05 PER also reports that underweight prevalence among the poorest 20 
percent is twice that of the richest 20 percent, stunting prevalence among the poorest 
20 percent has deteriorated to three times the level of the richest 20 percent. 

23. See "Suivi des Objectifs du Millhaire au %&gal," PNUD, 2003. 

24 The Government disagreed that the Endemic Disease Project was designed in iso- 
lation from the integrated health sector development program (PDIS) but noted that 
they were weaknesses (i) at the level of coordination between the two projects, and 
(ii) in the implementation of institutional reforms that were to accompany the two 
projects. 

25. The APL credit took nearly a year to become effective. In the first three years of 
implementation, only 4.7 percent of the committed amount was disbursed. There has 
since been some acceleration, but by September 2004, disbursement was st i l l  under 10 
percent and the project was rated as unsatisfactory. 

26. Under this scheme operators receive subsidized credit in return for meeting basic 
technical, managerial, and operational requirements, and forming themselves into 
professional associations. 

27. See "Pro-Poor Growth in the 1990s: Lessons and Insighis from 14 Countries." 
World Bank, June 2005. Calculations based on RavaUion and then (1997) suggest that 
the growth elasticity of poverty, as measured by the number of individuals below the 
US$l-a-day international poverty line may be higher. But, these calculations are ba- 
sed on extrapolations between 1991 and 1994. 

28. See: "La Pauvret6 au %&gal. de la dkvaluation de 1994 A 2001-2002." Version pr& 
liminaire, janvier 2004, Banque Mondiale. 

29. These are: Pilot Female Literacy Project (€9'97) and Social Development Fund Pro- 
ject (FYm). In addition, the Community Nutrition Project (FY95) and ongoing projects 
in education and health have important gender components. 

30. See, for example, "Rural Women in the %he1 and their Access to Agricultural Ex- 
tension Sector Study,*' World Bank, June 1995. 

31. The 2005 FSAP reports that the microfinance sector in Senegal has experienced 
strong growth in recent years. 

32. Tfiis included, in addition to the social fund project and PNIR, the Urban Devel- 
opment and Decentralization Program (FY98), which closed in FYW. 
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33. See ”The Effectiveness of World Bank Support for Community-Based and -Driven 
Development: An IEG Evaluation,” IEG, February 2005. 

34. This finding is consistent with findings of the recent IEG evaluation of capacity 
building in Africa, which found that Bank support for capacity building in both the 
health and education sectors has been less successful than in roads. See “World Bank 
Support for Capacity Building in Africa,” IEG, Wrch 2005. 





4. Contributions 
World Bank 
4.1 The Bank played a major role in Senegal's economic recovery. 
Following the devaluation the Bank moved quickly to support efforts 
to stabilize the economy and helped the government control inflation. 
The program that followed addressed reforms needed to promote an 
outward-looking economy with private sector-based exports as the 
basis for long-term economic growth. Substantive analytical work 
was undertaken to support this. At the sector level, the Bank's ap- 
proach in the water supply and sanitation sector was we l l  adapted to  
Senegal's socio-economic context. Bank support in health and educa- 
t i on  adopted a sector-wide approach that provided a long-term policy 
framework, which also helped to enhance the effectiveness of aid in 
the sectors; and the social fund development programs were directly 
relevant to the needs of  the poor, 

4.2 
gated by shortcomings and setbacks in other areas. The poverty focus 
of Bank lending came late in the period and there was a strong bias in 
favor of  urban areas. In the education and transport sectors, the Bank 
launched two large lending operations during an election period 
rather than wai t  to  establish ownership with the new government. 
This proved counter-productive, especially in the transport sector, in 
view of the priorities of the new government. The ~ a n k ' s  unwilling- 
ness to consider alternatives in the privatization of the groundnut sec- 
tor in the 1990s contributed to  the W t e d  progress in reforming this 
sector. Recent changes in the B d s  approach in the groundnut and 
electricity sectors represent learning and appear to  have improved 
prospects in both sectors. The Bank supported two concurrent pro- 
jects with similar objectives in community driven-development that 
used quite different approaches. The lack of coordination of these pro- 
jects within the Bank and the l imi ted attempt to forge synergies dur- 
ing implementation created confusion within the government. Fur- 
thermore, in crosscutting areas such as environment the Bank has not 
been prominent in the policy dialogue, preferring to focus on hdi- 
vidual operations. 

The positive aspects of Bank support were, however, miti- 
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Government 
4.3 
nomic recovery program and subsequent reforms helped to lay the 
basis for Senegal’s economic growth. The government also provided 
strong leadership for the successful liberalization in the water sector. 
The government engaged in extensive consultations with c iv i l  society 
in developing its Ninth Economic and Social Development Plan, 
which provided a basis for the formulation of the FY98 country assis- 
tance strategy. Under increased political opening it h i t i a ted  political 
reforms including, in particular, launching the legal framework for  
decentralization, that are providing opportunities for increased par- 
ticipation at the local level. On the other hand, the government was 
slow to move in critical areas such as the privatization of SENELEC 
and SONACOS, which failed; and in higher education, which contin- 
ues to absorb a large share of the education budget. 

4.4 
culties in the dialogue with the Bank. In the infrastructure sector there 
were long implementation delays as the new authorities debated pol- 
icy options and priorities that l ed  to  modification or cancellation of 
project components. This government also launched large infrastruc- 
ture projects such as the construction of a n e w  airport that h a d  n o t  
been included in the 2002 PEP. In higher education, there were basic 
policy differences with the Bank; in health, a rap id turnover of  minis-  
ters; and in decentralization, a lack of government leadership. On the 
positive side, the new government has demonstrated commitment to 
maintaining IllilCroeconomic stability although, recently, budgetary 
discipline and fiscal transparency were breached with large transfer 
payments to  SONACOS and SENELEC; it prepared, in a broad par- 
ticipatory process, the PRSP, and has began to tackle needed struc- 
tural reforms in the electricity and groundnut sectors while continu- 
ing to liberalize the telecommunications sector. 

During 1994-99, the government’s c o h b e n t  to the eco- 

The change of government in 2000 created a number of diffi- 

Other Donors 
4.5 Senegal benefited from the continued support of other donors. 
Key bilateral donors were France, Japan, Germany, and USAID, w h o  
together accounted for about 62 percent of  Senegal’s ne t  ODA receipts 
during the period. France, Senegal’s largest donor, has remained in- 
fluential in the country’s economic management with technical assis- 
tance in virtually all areas of economic activity. Its development bank 
arm, the French Development Agency (AFD) Group, supported gov- 
ernment efforts in decentralization, education, and competitiveness of 
the economy. USAID i s  in the final phase of a 10-year assistance strat- 
egy (1998-2007) focusing on health, private sector development, de- 
centralization, and education. In addition to health and education, 
Japan’s assistance also focused on improving access to water and 
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promoting agricultural development; Germany's new assistance 
strategy emphasizes poverty reduction in rural areas, socio-economic 
development in the Casamance region, and job creation for urban 
youth. 

4.6 During the period under review Senegal completed two pro- 
grams supported by the International. Monetary Fund's Poverty Re- 
duction and Growth  Facility (PRGF) and its predecessor, the En- 
hanced S m c t u r a l  Adjustment Facility. A PRGF approved in April 
2003 i s  ongoing. Interviews with staff indicate that the division of re- 
sponsibilities between the IMF and the Bank has worked well, with 
the Fund taking the lead in the policy dialogue on macroeconomic 
policies and in monitoring macroeconomic performance. In addition, 
both PRGFs have included structural conditionality in electricity and 
groundnut sector reforms, which have a direct bearing on macroeco- 
nomic stability and growth as we l l  as on poverty reduction, but with 
mixed results.' 

4.7 The European Union (EU), African Development Bank (AfDB) 
and the United Nations Development f rogram (UNDP) also main- 
tained their long-standing relations with Senegal. The EU led  the dia- 
logue in health and public finance management, and has been active 
in promoting decentralization and good governance.2 The EU has also 
been a major player in the groundnut sector. The AfDB focused on ag- 
riculture and rura l  development, health, education, and private sector 
development, cooperating with IDA in adjustment lending, but re- 
ports low disbursement rates. The UNDP emphasized c iv i l  society 
participation and governance, with much of the support for the newly 
established anti-corruption commission expected to come f r o m  the 
wr. 

Exogenous Factors 
4.8 
of exogenous factors. The political conflict in CGte d'fvoire resulted in 
reduced economic activity in the W A E W  region, although it did no t  
lead to  widespread political instability in the region as initially feared. 
A severe drought caused GDP growth to contract sharply in 2001, but 
in the following year, with the return of rains, agricultural production 
rebounded leading to a strong growth recovery. h 2004, Senegal ex- 
perienced locust swarms that affected m y  rural households with 
grain losses and caused damage to livestock pastures in some regions. 
The euro strengthened against the US. dollar, but Senegal's real effec- 
tive exchange rate remained stable, owing to fiscal consolidation efforts 
and the BCEACYs tight monetary policy. And Senegal's t e r n  of trade 
have also been broadly stable, following a sharp improvement in 1994. 
Finally, o n  December 2004, the government and the main leader of the 

During the period under review Senegal h a d  to manage a range 
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NOTES 

separatist rebellion movement in the Casamance region signed a 
peace agreement to end the long-standing conflict in the country. This 
agreement and the detailed talks that followed o n  issues such as dis- 
armament and reintegration of ex-combatants generated genuine 
hope for the return of peace, which could help unleash the region’s 
a g r i d t u r a l  potential. 

1. With regard to the liberalization of the groundnut sector, for example, a recent 
evaluation of the Senegal’s program by the Independent Evaluation Office of the fMF 
notes that over the years programs have applied various types of conditionality with 
little lasting effect. See: “Evaluation of the Prolonged Use of IMF Resources, Volume 
E Report on the Case Studies,” Independent Evaluation Office, MF, 2002. 

2. Despite repeated attempts, the CAE team was unable to discuss with staff of the EU 
its assistance program and relations with the World Bank. 
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Lessons 
5.1 
Bank mkes a c ~ n s ~ n t i o u s  efirt to reach con~nsus with the g o ~ e ~ m e n f  
on the  roach and pace of refims it gets better outcomes. The Bank used 
a flexible and gradual approach to increasing private provision of wa- 
ter with significant progress in the sector, by contrast with the lack of 
progress in the power sector, where the Bank moved ahead in sup- 
port ing the government’s detailed approach to privatization, even 
though the Bank h a d  legitimate concern about the government’s 
proposed approach. Moreover, these concerns and the risks were not 
commmicated clearly to  the Board. Other examples of poor out- 
comes, where the Bank failed to reach prior agreement with the gov- 
ernment on basic institutional approaches, include projects in trans- 
port and health. 

5.2 Second, donor u ~ e e m e n ~  on m j o r  refirms is  e s ~ ~ l  to the success 
offhose refims. Where collaboration and cooperation were good, as in 
municipal development for example, the Bank was able to  achieve 
better outcomes. On the other hand, lack of cooperation among major 
donors in the groundnut sector in the 1990s sent conflicting sign& to 
government and may have been an important factor in the lack of  
progress in the sector. As donors expressed concerns about l imi ted 
Bank consultations related to the triggers of the first PRSC, this may 
diminish the effectiveness of the r e f o r m  and reduce synergies around 
the PRSP process. 

5.3 
a~~~~ a ~ ~ ~ ~ o n  to the ~ i ~ ~ ~ e s  b e ~ e e n  urban and rural areas. The 
Bank’s support was weighted toward infrastructure (about 40% of 
commitments), particularly urban interventions; there were too few 
activities to  bolster rural infrastructure. The lack of analytical work 
also inhibited the B d s  ability to focus on key mal interventions 
and, over the period under review, the decline in poverty rates in ru- 
r a l  areas, where the majority of poor live, was much lower than the 
decline in the urban areas. 

B e e  lessons emerge from this assessment. Firsf, when the 

Third, an e ~ p ~ s i s  on i n ~ a s f ~ ~ ~ r e  is i n s u ~ ~ n f  unless fhere i s  
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5.4 The Bank will continue to have a key role in helping the gov- 
ernment tackle refonns and reduce poverty. Based o n  the evaluation 
of its program over the past decade, IEG recommends that the Bank 
emphasize the followingl: 

Provide s u ~ o r ~ ~ r  rural ~ e l ~ ~ n f  and rural-ur~an l inkup.  
This includes more emphasis than in the past on increasing TU- 

ral access to infrastructure, particularly roads and electricity, 
and on addressing inefficiencies and inequities in rural access 
to education and health services. In addition, it implies sup- 
port  for agricultural exports through promoting economic in- 
tegration within the WAEMU and ECOWAS and improving 
the environment for  private investments. 
Continue to s ~ ~ n g f ~ n  capacity and governance at ~ u l ~ ~ ~  h e l s .  
In addition to providing support to the government at  the cen- 
tral level for expenditure management and accountability, in- 
creased support i s  needed at the local level to strengthen the 
capacity of local governments and local institutions to manage 
investments and to deliver local services. 
Enhance donor c ~ r ~ ~ ~ ~ n .  The APLs and sector-wide ap- 
proaches may provide good platforms for Bank and other du- 
nors to continue to work together, but beyond this, the Bank 
should explore the scope for enhancing multi-donor buy-in on 
programmatic lending, as has been done in other countries 
with some success (for example, in Uganda). This would in- 
volve reaching explicit agreement among participating donors 
o n  the scope, approach, and specific timing of reforms sup- 
ported under Bank lending and, to the extent that the donor 
community was speaking with a coherent voice, could lead to 
better progress on these reforms. 

1. The Government also formulated some recommendations on  the B d s  program 
in Senegal. It stated that: 

(i) The Bank should help Senegal implement its mlcrofinance development 
policy, especially the regulatory and institutional framework, through a 
comprehensive national program; 

In the health sector, the Bank could assist in the fight against malaria, 
which has the highest mortality rate of dl diseases in Senegal; 

Bank support could encompass the agricultural sector through support 
for the development of insurance mechanisms that could help mitigate 
the impact of terms of trade shocks and natural cahmities o n  farmers’ 
insomes; 

In the future, Bank lending should focus much more o n  mal areas 
with a view to helping attenuate problems of population concentration 
in urban areas. 

(ii) 

(iii) 

(iv) 
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-1.4 

16.3 
0.2 
-4.0 

1993 

719 
47 
43 

134 
1,235 

343 
124 
159 

56 
61 
90 

1993 

1,272 
1,874 
-401 

-191 
15 

-573 

468 
112 

15 
233.2 

1993 

3,760 
52 

913 

127 
16 
10 

299 
101 

-6 
1 
3 

40 
46 
15 
31 
11 
20 

ZOO2 

2.3 
2.7 

19.0 
5.4 

-3.0 

2002 

1 ,086 
69 

174 
250 

1,775 
335 
234 
317 

37 
33 

104 

2002 

1,518 
2,004 

-486 

-134 
373 

-293 

366 
-70 

579 
697.0 

2002 

3,904 
0 

1,578 

220 
0 

16 

I90 
93 

1 
93 
0 

4.5 
114 

6 
108 

I O  
98 

2003 

0.0 
0.8 

19.6 
5.5 
-3.0 

2003 

1,332 
61 

163 
304 

2,247 
410 
387 
325 

87 
63 

105 

2003 

1,647 
2,628 
-780 

-92 
464 

408 

342 
67 

639 
530.1 

2003 

4,167 
0 

1,806 

237 
0 

24 

190 
83 

1 

0 

46 
107 
13 
95 
12 
83 

ExW and import k v e b  (us mill.) ki' 

\ Curnnt aaoum balance to GDP (%) 

Composition of 2003 debt (US$ mill,) 

240 

52 
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ANNEX A 
STATIST~CAL TABLES 

Annex Table 3: Senegal-Lending Program, Proposed versus Actual, FY95-04 
Proiect name Pro~osed FY Proposed IDA amount Actual f Y  Actual IDA amount 
Private sector Adjustment and Competitiveness SECAL 1995 1995 40 
Agriculture SECAL 1995 45 1995 50 
Water Sector, Water supply and sanitation 1995 1995 100 
Community Nutrition I 1995 1995 18 
Private W o r  Capacity 3uiIdim 1996 1995 13 
Private Agriculture Development and lnigation 1996 Dropped 
Energy II 19% Dropped 
Haher Education 1996 1996 27 
Pilot Female Literacy 1996 1996 13 
Natural re sou^ Management 1996 Dropped 
Economic Management SECAL 1997 Dropped 
Vocational and Professional Education 1997 Dropped 
Endemic D i  new 1997 15 
Sustainable and Participatory Energy Manmement new 1997 5 
Urban Transport Reform TA new 1997 7 
Regional Power new 1997 11 
Urttan IV 1998 Dropped 
Energy Sector Adjustment 1998 100 1998 100 
Integrated Health Sector Development 1998 50 1998 50 
Agriwltural Export Promotion 1998 8 1998 8 
Urban Development and Decentralization Program 1998 75 1998 75 

AG. Sector Investment (APL) 1999 30 Dropped 
Energy SeE. lnv. Pro (APL) 1999 30 Dropped 
Transport Il 1999 55 1999 90 
Urban Transport I1 1999 15 Dropped 
Private Sector Dev. 1999 35 Dropped 
Long T e n  Water Sedor 2000 40 2001 1 25 
Trade Reform Adi. 2000 35 2001 100 
Qual@ Education for All 2000 20 2000 50 
Urban Mobility Improvement Program new 2000 70 
National Rural lnfrasbvcture new 2000 29 
pudic Service InfeSvstems Modernization new 2000 10 
AFTIU: Distance Learning Center- LIL new 2000 2 
Soda1 Development Fund 2000 20 2001 30 
Nutrition Enhancement Pmram new 2002 15 
HlVlAlDS Prevent 8 Control new 2002 30 
Private Investment Promotion Proiect 2003 46 2003 46 
Private Sector Adiusbnent Credit 2004 35 2004 45 

Agricultural Senriw and Producers Organizations Program 1998 47 1999 27 

Energy Sector Investment Credit 2004 50 2005 
Rural electimcation 2004 15 2005 
Casamance Postanflici Credit 2004 10 2005 20 
Coastal and Marine EbdiiersW 2004 2 2005 10 
Source: WorM 3ank internal database, Aprii 2005. 
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Annex Table 4: Senegal-Planned Versus Actual Economic and Sector (ESW) FY9605 

Timing Planned Actual 
Private Sector Assessment 

e Country Environmental Strategy Paper 
e Stabilization, Partial A d ~ u s ~ e n t  and Stagnation 

An Assessment of Living Conditions (FY95) FY94-97 Poverty Assessment (FY95) 
e Public Expenditure Review (FY95) 

Public Investment Review (FY95) 
Medium-term Strategy for the Transport Sector (FY97 

lntensive Support to the Senegalese 
Finalizing the Rural Sector Strategy (FY97) 
Public Expenditure Review (FY98) 

e Rural Poverty Alleviation (Food Security) (FY98) 
e The Fiscal Costs of Trade Reform (FY98) 
e The Challenge of International Integration (FY98) 
e Financial Sector Review (FY99) 

Support for Strengthening the Poverty M o n ~ o ~ n g  

e Social Risks and Women in the City of Dakar (FY99) 

' ~ i n k - t h a n ~  in 

FYg9&00 * The Challenge of International Integration (FY98) 
Financial Sector Review (FY99) 

System (FY99) 

Regional Integration Assistance (FYOI) 
Country Framework Report (FY02) 

e Eluilding a secure, sustainable and modern 
retirement-income systems (FY02) 

e Country Economic ~emorandum (FY03) 
e Country Financial A ~ o u n t a b i l i ~  Assessment 

Country Procurement Assessment Review (FY03) 
Decentralization and Civic Engagement (FY03) 

0 Diagnostic Trade Integrated Systems (FY03) 

e Country Economic Memorandum (FY03) 
Country Financial A ~ o u n t a b i ~ ~  Assessment (FY03) 

Decentralization and Civic Engagement (FY03) 
Water Resources manage men^ (FYQ3) 
Diagnostic Trade Integrated Systems (FY03) 
Fisheries Sector (FY04) 

Country Procurement Assessment Review (FY03) (fyD3) 

FYOI-04 

Investment Climate Review (FY04) 
Rural Social Protection Review (FYO4) Investment Climate Review (FYM) 

Managing risks'in rural Senegal: A Multi-sectoral 
Review of Efforts to reduce vulnerability (FYDG) 

0 Public Expenditure Review (FY05) 

Source: Image Bank, August 2005. 
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Annex Table 5: Senegal-Rating for Senegal and Comparator Countries) 

Annex Table 5a: SenegaCRating for Active Projects 

No. 
Net No. Act %Act No. % Proj Comm % 

No, of Comm Problem Problem Potential Potential At %At At Commit 
Region Projects Amt Proj Project Prob Proj Prob Proj Risk Risk Risk &Risk 

Benin 6 196 2 33 2 33 4 67 116 59 
Ghana 16 1,024 3 19 0 0 3 19 293 29 

Senegal 15 632 1 7 0 0 1 7 45 7 

Cote d lvoire 0 0 0 0 0 0 
Mali 11 478 3 27 1 9 4 36 112 23 
AFR 338 17,152 70 21 26 8 96 28 4,584 27 
Wodd Bank 1,355 95,075 170 70 53 20 223 90 12,825 78 
Source: World Bank internal database as of September 14,2005. 

Annex Table 5b: Senegal-IEG Ratings FY94-04 

lnst Dev lnst Dev 
Total Total Outcome Impact Impact 
Evaluated Evaluated Outcome % Sat % Subst % Subst Sustainability Sustainability 
(W (No) %Sat ($1 (No) ($1 (No) % likely ($1 % Likely (No) 

Senegal 907 29 76 76 45 41 52 48 
Senin 413 26 89 81 41 46 78 70 
Cote d'lvoire 1,757 26 63 54 21 35 62 50 
Ghana 2,454 59 63 63 37 36 47 40 
Mali 808 27 78 74 29 33 64 58 
Africa 31,000 850 69 61 32 32 47 42 
World Bank 222,264 2,950 79 73 47 42 69 60 
Source: World Bank internal database as of September 14,2005. 
Note: figures refer to exit fiscal years. 
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Annex Table 5c: Senegal-Projects by Fiscal Year 

Fiscal year 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 
No. of Proi 12 17 16 14 16 18 20 21 21 18 14 15 
Net Comm Amt 389 608 544 373 561 678 718 948 851 777 687 632 
No. Prob Proi 4 1 3 1 1  2 0 4 6 1 3 1 
# Proj At Risk 7 5 8 1 1 2  0 4 6 2 3 I 
% At Risk 58 29 50 7 6 11 0 19 29 11 21 7 
Comm At Risk 262 206 403 16 27 41 0 181 274 160 210 45 
%Commita~Risk 67 34 74 4 5 6 0 19 32 21 31 7 
Source: World Bank internal database as of September 14,2005. 
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Annex Table 8: Senegal-World Bank's Senior Management 

Year vice President Country Director Resident Representatiwd 
Country Program Coordinator 

1998 Jean-Louis Sahib Mahmood A, A y b  Cadman A. Mills' 

1999 Jean-Louis Sarbb Mahmood A. Ayub Cadman A. Mills' 

2000 Callisto Madavo Mahmood A. A y b l  
John Mclntire* Mary A, Barton-Dock 

Cadman A. Millsl 

2001 Callisto Madaw John Mclntire* Mary A. Barton-Dock 

2002 Callisto Madavo John Mclntire" Mary A. Barton-Dock 

2003 Callisto Madavo John Mclntire' vacant 

2004 Gobind Nankani Madani M, Tall* lradj Alikhani 

Source: World Bank Group Directory. 
* In Dakar 
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Incidence oftuberarlosis (per 100,000 people) 
Number of hildren orphaned by HlWAlDS 
Prevalence of HIV, total (% of population aged 1549) 
TukmWi cases detected under DOTS ( X )  

Goal 7: Ensure environmental sustainability 
Access to an improved w te r  soum (w of population) 

Nationally protected areas (% of total land area) 
Goal 8: Develop a global partnership for development 
Aid per capita (current US$) 
Debt service (% of exports) 
Fixed line and mobile phone subscribers (per 1,009 people) 
Internet users (per 1,000 people) 
Personal mmputers (per 1,OOO people) 
Unemploymen~ youth female (% of female labor force ages 15-24) 
~ n e m p l o ~ e n ~  youth male (% of male labor force ages 15-24) 
Unemployment, youth total (x of total labor f o m  ages 15-24) 

Fertili rate, total (bilths per woman) 
GNI per capita, Atlas method (ament US$) 
GNI, Atlas method (current US$) (billions) 
Gross capital formation (% of GDP) 
Life expectancy at birth, total (years) 
tieracy rate, adulttotal (% of people ages 15 and above) 

Trade I% of GDP\ 

I 
m e r  

I Population, total (millions) 

26.4 24.6 

43.7 

75.5 78.3 
64.8 71.5 

72.8 

10.8 8 .7 9.9 12.7 
73.7 80.7 81.5 87.2 

81.1 
21 B 19.6 20.9 21.7 22.6 

57.6 62.8 58.8 58.8 65.5 
94.8 79.1 

147.6 122 

62.9 63.8 

I. 537.7 

174.1 190.4 202.9 213.9 225.2 

2. I 2.1 

63.8 75 I 
20.4 35.6 

0,a 0.8 0.8 0.8 
28.9 26.1 
3.5 3.5 3,7 3.9 4.1 - -  

13.1 

6,3 
0 

14 9.7 9.2 132 

9.4 14.8 25.4 55.6 
0 0.3 3.7 16.2 

1.3 2.5 4.5 6. i 

4.7 
3 m  

630.2 
21 .I 
56.2 

1767.9 
29.7 

310 
595.4 
21.5 

1925.8 
34.1 

4 3.f 
370 380 441 

762.1 832.1 101: 
21.1 21.3 22.: 
58.2 58,: 

6 
2052.6 2174.8 2297: 

36.9 41.8 44, 
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Annex B: Overview of International Finance 
Corporation’s (IFC) Operations in Senegal 

1. Summary: I F C s  strategy and op- 
erations in Senegal have supported 
the B d s  strategy, which over the 

Table I : IFC commitments (FY94-04) in Senegat-as a percent of 
GDP and FDt-are high, relative to SSA 

service (TAM) projects for 
about US$1.0 mi l l ion and 
eight assignments through the 
Foreign Investment Advisory 
Service (FIAS). These thirteen 
advisory assignments were 
focused on improving the 
investment climate, build 
regional capacity in the 
financial sector, and on at- 
tracting investment to the 
power sector. 

2. Because of two larger in- 
vestments, IFCs commitments 
in Senegal, as a percentage of 
Gross Domestic Product 
(GDP) and Foreign Direct In- 
vestment (FDf) flows, were 
higher than the average for 
the Sub-Sahara Africa (SA) 
region, but lower than the av- 

private sector development by invest- 
ing in small and medium enterprises 
(SMEs) and, to the extent reforms 
were implemented and opportunities 

Figure 1 : Three independent country risk ratings show that 
Senegal’s business climate improved from high risk to 
the threshold of medium risk by 2004 

CrnmitmentslGDP 0.10% 0.13% 0.07% 
FDflGDp 1.7% 1.9% 2.3% 
CommitmantsADl 6.1% 6.7% 3.2% 

N - tlerbge transformed index (3.34 in 2ooo) 

0.7 
0.6 

0.4 
= 0.5 

0.2 - 
O.l 

increasing vabes of the indicator correspond to inproving (m reduced) 
country rkkcondifrms. 

4 
1995 1996 1997 1998 1999 2050 2M)I 2002 2003 2004 2o(f5 

Institutional Investor Carntry Credit Rating (IICCR) 
The Heritage FoundationNVaIl Street Journal Index of Econonic Freedom (Heritage) 
International Country Risk Group (ICRG). 

erage for the West African Economic and Monetary Union ( W A E ~ ) 3 ,  excluding Senegal 
(Table 11.4 But over the FYO1-04 period, IFC could not find n e w  investments due to the rela- 
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OVERVIEW O f  I ~ E R ~ T I O ~ ~  FINANCE CORPO~TION’S (IFC) OPERATIONS IN SENEGAL 

tively low level of private investment and FDI in the country, in turn due to the Govem- 
ment of Senegal’s (GoS) slow progress in implementing economic reforms despite the ap- 
parent readiness of local and international financial institutions to  fund large viable private 
sector projects. However, the gradual improvement in Senegal’s business climate should re- 
sult in more opportunities for IFC. 

3. IFC‘s efforts to support the SME sector in Senegal using direct funding and through 
financial intermediaries have not been effective, either because the SMEs supported 
generally performed poorly, or because IFCs products were uncornpetitive. IFC could 
have a strong ro le  in the S h E  sector if i t is able to develop competitive products and 
build capacity for the financial intermediaries to identky and fund good SME invest- 
ments. 

A. The business climate and urivate sector development 

4. Senegal’s business climate has improved and i t s  GDP has grown faster than the re- 
gional  average: Senegal, located in Francophone West Africa with a populat ion pf about 10 
million, i s  the second-largest economy in WAEMU and one of 12 countries that adopted the 
CFA Franc (CFAF)? As shown in Figure 1, Senegal’s business climate has shown steady 
improvement over the last 10 years from being high risk, reaching the lower range of me- 
dium risk in 2004: and its economy has performed relatively well. GDP grew at an average 
annual rate of 4.2 percent (1994-2003), or 1.5 percent in per capita terms, more than for the 
WAEMU and the S A  region, as detailed in Table 2. Economic growth came primarily f r o m  
construction, public works, commerce, services, transportation, telecommunication, and 
manu fac t~ r ing .~  

rTable 2: I fC  portfolio data and economic indicators 

5. Private sector investment relative to GDP has been stagnant and obstacles to pr ivate 
sector development persist: Despite improvements in the business climate, private invest- 
ment has stayed constant at nearly 11 percent of  GDP since 1999 and FDI, which averaged 
1.7 percent of GDP since 1994, was low compared to 1.9 percent and 2.3 percent of GDP for 
WAEMIJ and SA, respectively (Table 2). Also, compared to WAEMU, where FDI invest- 
ment has trended up, FDI in Senegal has been f lat (Figure 2). Lackluster investment levels 
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Smaller R m s  In Senegal are m01c l i u y  to I d M W  "-s to" and the "cost o r  
Rnandna %s "maw" 01 "very severe- obstacle (0 busIne6s 

Firm size All shes Small Medium Laqe 
Number of empbvees 1-49 50-249 250+ 

Percentage of 6 m n  idenbfymg mdlcator a3 a 
m p r  or va'y severe obstacle m busmess. 1ndrCator 

A-SS Lo finandng (%) 55 61 43 41 
cost offinanclng (%) 65 67 62 61 

Smaller firms a m  mam likety (0 us4 Internal funds, lass likdy to h a w  an wordraff 
fadlit-, and n d  - o o l l ~ r a l  

New investment fmm Internal hmds (%) 70 72 72 50 
Hew investment tmm bank (%) 18 15 22 43 
n m  wfth an overdraft facllfty (%) 59 50 77 96 
&~laleral needed for a mn (%of mn) 123 130 140 82 

may be explained partly by administrative barriers to business? Furthermore, the cost of 
and access to financing are "major" or ',very severe" obstacles to business growth, according 
to most respondents to a 2003 World Bank Group (WBG) survey (Table 31.9 The survey 
showed that nearly 70 percent of SMEs are likely to fund new investments with their own 
funds (Table 4) and that anti-competitive practices are a constraint. This i s  consistent with 
the long-standing dominance by a small number of favored private -including foreign- 
owned firms - and public sector firms in most major sectors of the economy. This sort of 
rent-seeking behavior has been sustained by the c ~ n ~ e n ~ ~ n s  ~ e ~ ~ s  granted by the gov- 
ernment? which restricts entry and domestic competition.lo 

j m .  - - 
ma- 

0 ,  

Tables 3 and 4: Financing i s  perceived as being a major constraint, especially for smaller firms 

,.* /. 
I -  

* \ *----* .*  

- - - -  . - 
S W  - - - - WAEMU exd S&m& 

-Trendline (WAEMU a d  Senegal) 
-__  
-Tmdline (Sew@) 

6. Funding for viable large projects i s  available, but financing for SMEs is  more l i m i t e d  
Senegal received over US$5.0 bi l l ion in official development assistance (ODA) from 1994 to 
2004, and although declining at US$43 per capita in 2003, it is  st i l l  high relative to other S A  
countries. Funding for private sector projects is  available from IFC and other International 
Financial Institutions (IFIs).ll IFC has lost at least one committed project to an IF1 that of- 
fered better terms than IFC and, according to IFC staff, IF Is  are eager to participate in larger 
IFC investments. According to the Financial System Stability Assessment Update pre- 
pared jointly by the WB and IMF in 20 
with few lending opportunities that 
meet i ts criteria, often competes to 
lend to Snegal's largest corporations. 
The assessment also reports that local 
banks generally do not lend to SMEs 
but that micro-credit institutions are 
strong and growing their business 
faster than commercial banks.12 
However, continued rapid growth of 
the microfinance sector may be 
l imited if follow-up local currency 
financing i s  not  available after the 
initial capital and funding of the micro 
enterprise entities is  loaned out. 
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B. IFC operations in Senegal 

7. Since 1994 IFC has supported only 16 (mostly small) projects in Senegal. IFC has also 
assisted the private sector in 
other ways: Of the 16 projects 
that IFC supported, 12 were 
s d  (eight were under the 
AEF/SEF umbrella) with IFC fi- 
nancing of less than US$15 mil- 
l i o n  (Table 5). Two larger pro- 
jects were in the cement and 
power sectors. In the financial 
sector, IFC committed three 
guarantees to facilitate local m- 
rency financing. IFC approved 
two n e w  projects in k e g a l  
from F Y O l  to FY05. Only one 
smal l  project was committed in 
the FY01-04 per iod (Figure 3). 
IFC also provided f ive donor- 
funded T A M  projects, worked 
jointly with the WB and through 

Figure 3: IFC's Senegal commitments, have been mostly small 

Senegal - IFC Commimmts by amount and number of projects (FY90-04) 

FIAS; and advised the GoS onways to  improve the investment climate (Table 6). FIAS 
work, according to the 2003 Senegal CAS, helped set the reform agenda for ED. IFC's f ive 
TAAS operations helped build capacity in the financial sector and supported two studies on 
Senegal's power sector. One power study was used in Senegal's second attempt to privatize 
SENELEC, the public power utility, and I F C s  involvement in the sector played a role in the 
approval of the Kounoune power project in FY05 and two new TAAS assignments. 

8. The number of evaluated projects in Senegal i s  too small to support relative cross- 
country outcome analysis: Of IFCs  16 operations in Senegal in the 19942004 period, four met  
the criteria for inclusion in the population for evaluation sampling and one was evaluated 
based on IEG-IFC guidelines. IEEIFC, however, reviewed all 16 operations committed since 
1994 and made rating judgments on nine projects.13 IEG -IFC found that about two-thirds of 
S b E  projects-mostly belonging to  African Enterprise Fund (AEF) and Small Enterprise Fund 
(SEE) programs -performed poorly both from a development and an investment outcome 
standpoint. Problems included the inability to deal with competition and declining commod- 
ity prices, poor site selection, and corporate governance. Non-SME oriented projects in the 
real sector generally performed well. Since IEEIFC does not include AEF and SEF invest- 
ments in its project evaluations, relative crosf-country outcome analysis is  not possible. 

Table 5: Between 1994 and 2904,75% of IFC projects in Senegal were in small projects 
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9. IFC‘s SlME experience in Africa was not unique: In the mid-1990s IFC set up various 
programs to assist SMEs. In 1997 IFC opened an of ice in Dakar specifically to support 
SMEs in k e g a l  and six nearby 
that established SEF to supplement the AEF in designated S A  countries. The generally 
poor performance of AEFISEF projectsls contributed to I F C s  2001 decision to phaseout di- 
rect SME investments and was part of a shift in I F C s  SME financing strategy to use whole- 
saling and financial intermediaries and focus on capacity building76 

10. IFC had a strong role in projects: IFCs additionality in Senegal was strong. In the fi- 
nancial sector, IFC committed partial guarantees to facilitate local currency loans. In the 
power sector, IFC funded Senegal‘s first independent power plant (IPP). The Kounoune 
power project, approved in April 2005 (yet to be committed), was a direct consequence of 
IFC’s advisory work in the sector. IFC has attracted other lenders to complete the financing 
plan for larger real sector projects. 

11. IFC’s financial market operations in Senegal targeted SMEs: According to the Financial 
System Stability Assessment Update prepared jointly by the WB and IMF in 2004, SMEs in 
Senegal have difficulty securing commercial bank funding because they have insufficient 
collateral17 and poor quality accounting records, and they lack transparency. IFCs experience in 
Senegal has been that SMEs have little appetite for foreign exchange risk. To reach SMEs, 
IFC has offered partial risk guarantees in three financial sector operations, one each in the 

as part of the Extending I F C s  Reach program 

leasing, microhance, and 
banking sectors. Other 
instruments, such as CFAF 
loans, have not been possible 
because there is no  CFAF 
swap market. In the financial 
sector, despite its three 
attempts and demonstrated 
funding need by SMEs, IFC 
has been unable to develop a 
competitive product. IFC did 
support one TA project to 
improve the financial sector’s 
ability to analyze and 
supervise SME investments. 

Table 6: FIAS assistance was aimed at improving investment 
climate 

framework, analyzed ih 
the efficiency of cunent 
Government in irnp4erne 

1996 Investment’policy Reviewed the investment 
as well as custom procedures affecting foreign dir 
investment. 

1~~~~~~~~ Administrative Conducted a study of administratj 
nt. disseminated the results. assisted in 

nt of an implementation plan, and updated 

m, 2001 

C. Challenges and Opportunities: 

12. Challenges and opportunities: Although, as mentioned above, “access to €inancing” 
i s  cited as a major constraint to business growth, large viable projects and large corpora- 
tions do get funding on competitive terms from local banks, wh ich  are strong and liquid 
or from foreign institutions. I F C s  niche in Senegal i s  l ikely to be in complex, possibly 
first-of-a-kind projects that require EC‘s unique expertise, TA, and possibly Ws/IDA 
assistance. An example, nearly three years of TA preceded the recent approval  of the 
Kounoune power project that will be supported with an IDA part ia l  risk guarantee and 
funding from IFC and other institutions. Given the continuing f inancing constraints 
faced by SMEs in Senegal, IFC could have a strong role in the sector if it is  able to build 
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capacity for SME lending and develop competitive products for the financial sector. 
IFC's ability to grow i t s  port€olio in Senegal will depend largely on I F C s  ability to de- 
velop innovative financing products to support the SME sector, and Government of 
Senegal's progress in adopting reforms. The up-sizing and re-focus of IFC's local office 
to develop new business, close cooperation with the WB, and willingness to support ca- 
pacity building and reforms with TA will ensure that IFC can respond quickly to the 
needs of private sector. 

1 For the purpose of this Country Evaluation Note, s d  p q j x t s  invoke an IFC commitment of US1.5 million or less. Totalcom- 
mitments €or small projects was nearly US7 million 

2. AEF (1988) and SEF (1996) were established by IFC with dedicated staff to finance small prqjects which would not normally be consid- 
ered for IFC hnding because of their small size. In the 1999-2001 period, they were phased out as not sustainable, and IFC's investment 
support for SMEs has since been channeled though financial intermediaries. Other programs established to assist SMEs, Africa Project 
Development Facility (AF'DF) and Afiica Management Sewices Company (AMSCO), were set up in the late-1980s to raise financing and 
build capacity, respectively. IEG-IFC has evaluated AEF, APDF, and AMSCO programs. The reports can be found on IEG-IFC's website: 
unvw.ifc.or doeg. 

3. WAEMU was created in January, 1994, after the 50 percent devaluation of the CFA Franc, with seven members: Benin, Burkina 
Faso, Cote d'lvoire, Mali, Niger, Senegal, and Togo. Guinea Bissau joined WAEMU in May 1997. 

4. Where available, IEGIFC has used the same source of economic data as the CAE. 

5. CFA Franc was initially pegged to the French Franc and since 1!?%, to the Euro. 

6. Countries with an Institutional Investor Country Credit Risk Rating (IICCR) of 30 to 45 are considered to be medium risk. In 
~ a r c h ~ 5 , ~ e ~ s I I C C R w a s 3 1 .  Senegalisstillafr~tiercountry,accordingtoIFCstrategy. T h e ~ o f a n i m p ~ j u ~  
and legal system, inef€iamcies in the fimnckd sector, high tax rates, corruptiort and jnf'rastructural fxrttkmcks are challenges that 
Senegalese firms continue to face, according to a 2003 WBG survey. 

7. According to WB figures, the average sectoral (value added) shares for a@dturet industry, and servks inSenegal for the 1994- 
2003 period were: 19 percent, 20 percent, and 61 percent, respectively. Comparable figures €or S A  were: 19 p e n t ,  30 percent, and 
51 percent. The dominance of the senice sector sets Senegal apart from the rest of S A  and WAEMU countries, 

8. A 2003 update to FIAS' 1999 Administrative Barriers study found that the Government of Senegal had totally, or partly, imple- 
mented only 40 percent of the 34 measures recommended by HAS. 

9. Investment Uimate Survey ~ ~ : / / ~ . w o r l d ~ o r g ~ .  

10. World Bank, Senegal-Polides and Strategies for Accelerated Growth and Poverty Reduction (Washington, D.C.: April XXM) 

11. These I H s  include: sodeb2 de Promotion et de Participation pour la Coop&ation Econolnique (Propraco), a subsidiary of the 
French Development agency, AFD, spedalizing in venture capia Europsan Invesbnent Bank FIB); the African Development 3arik 
(AfDB), and USAID. 

12. International Monetary Fund, Finawial System Stability Assessment Update (Washington, D.C.: April 2005) 

13. Some IFC projects in Senegal involved multiple investments. Others did not reach early operating maturity, 

14. Cape Verde, Guinea, Guinea Bissau, Mauritania, M&, and The Gambia. 

15.3ased on the findings of an IEGIFc evaluation of AEF that was completed in F e h v  2000. The evaluation concluded that 
nearly half of the projects evaluated were viable and had signihcant development impacts. On the other hand, the AEF program 
was costly, requiring a cross-subsidy to cover losses after operating expenses. As of the date of the evaluat io~ interest collection 
rates were low relative to those of IFC in general, although in line with expectations at the outset of the program, and equity rehvns 
werenegative. IFCsStrategic ~ e c t i o n s p a p e r i n ~ , ~ t e d  that~ectinv~tmentinSMEswere"arrlativ~y expenziveandinef- 
fective way to reach smaller companies". 

16. IFC, IFC Strategic Directions (Washington D.C., March 2001). IFCs 2005 Strategic DiTtrtions paper states, "IFCs strategy is to 
increase the access of SMEs to long-term financing by helping domestic banks d o d e  into SMElending, creating creditbureaus 
that provide idonnation on small-scale borrowers, and expanding the use of leasing and other intermediarie as an SME financing 
tool". 

17. Table 4 suggests that the collateral problem is more severe for SMEs. 
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Annex C: List of Persons and Organizations 

MINISTRY OF ECONOMY AND FINANCE 
H.E. Mr. Abdoulaye Diop 
Mr. Sogue Diarisso 
Ms. Maguette Kane Diop 
Mr. Andre Ndecky 

Mr. sawlali Ndiaye 
Mr. Mamom Ousrnane 
Ms. Aissatou Fall 
Mr. Diatourou Ndiaye 
Mr. Massar Wagu6 
M. Amady G n a p  Ciss6 
Mr. Malao N d a w  Ndiaye 
Mr. Papa Meissa Diop 
Mr. Thierno Seydou Niane 
Mr. Abdou Salam %am 

Minister of Economy and Finance 
Director, Forecasting and Statistics Office 
Director, Money and Credit Department 
Deputy Director, Department of Economic and Financial 
Cooperation (DCEF) 
Deputy Director, Debt and Investment Department 
Division Chief, Mixed Commissions, K E F  
Chief, America Bureau, K E F  
Program Officer, Infrastructure, DCEF 
Program Officer, Urban Development, DCEF 
Program Officer, Environnement, DCEF 
Program Officer, Decentralization, DCEF 
Advisor, DCEF 
Coordinator, Monitoring Unit, Poverty Reduction Unit 
Forecasting and Statistics Office 

MINISTRY OF INFRASTRUCTURE, EQUIPMENT AND TRANSPORT 

H.E. Mr. Mamadou Seck Minister of Infrastructure, Equipment and Transport 

MINISTRY OF EDUCATION 
H.E. Mr. Moustapha Sourang 
Mr. Gaye, 

Mr. Sada Ndiaye 

Minister of Education 
Director, Planning and Reform of Education Department 

Director, General Administration and Equipment (DAGE) 
(DPW 

MINISTRY OF HEALTH 
Mr. Youssoupha Ba 

Dr. Mame Cor Ndour 

Director, General Administration and Equipment 
(DAGE) 
Manager, IDA Credits 

MINISTRY OF JUSTICE 
Professor Serigne Diop 
Mr. Mouhamed Seck 

Minister of State for Justice 
Directeur de Cabinet 
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Mr. D4W4 Ndiaye 
Mr. Momtaya Ndiaye 
Mr. Ibr ima Ndoye  
Mr. Ibrahima Samb 
Mr. Eric Legrand 

MINISTRY OF TOURISM 

Mr. Douda Diop 
Mr. Elimane Sy 

MINISTRY OF AGRICULTURE 
Mr. Mame Ndiobo Diene 

Director General, Administration and Equipment (DAGE) 
Expert, Institutional Development and Project Management 
Chief, Monitoring Unit, DAGE 
Technical Advisor 
Technical Advisor, French Technical Assistance 

Directeur de Cabinet du Ministre de Tourisme 
Civil Administrator 

Director of Analysis, Forecasting and Statistics (DAB) 

AGRICULTU~L EXPORT PROMOTION PROJECT 
. Mr. Nicolas Venn Expert Exporters Organization 

AGRICULTURE RESEARCH ~NSTITUTE (ISM) 
Dr. Papa Abdoulaye Seck Director General 

SONACOS (NATIONAL OILSEEDS COMPANY OF SENEGAL) 

Mr. Abdou Khadirn Gueye Chief Executive Officer 

MICROFINANCE 
Mr. Mamadou Tour6 Director General, Credit Mutuel  du %n6gal 

NATURAL RESOURCES MANA~EMENT PROCRAM 
Mr. Youssou Lo Coordinator 
Mr. Alassane Manadou Thiarn 
Mr. Pape Allasane 

Administration and Finance Manager 
Fuel Management Specialist 

lNVESTMENT PROMOTION AND MAJOR PROJECTS AGENCY (APIX) 
Ms. Aminata Niane 
Mr. H a m %  Sall 

Director General 
Deputy Director General 

EXECUTIVE COUNCIL OF URBAN TRANSPORT OF DAKAR (CETUD) 
Mr. Latyr Ndiaye 
Mr. Ousmane SY 
Mr. David Sagna, 
Mr. Baye Samba Lo 

Director General 
Transport Engineer 
Economist 
Procurement Specialist 
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?&ne Therese Byll Ndao 

TRANSPORT SECTOR PROGRAM 

Mr. Sagar n a m e  
Ms. S a b b  Sall DemMlk 

MUNICIPAL AGENCY FOR DEVELOPMENT 

Mr. Mohamadou Kabir Sow 
m. Masx sarr 

Management Assistant 

Coordinator 
Financial Expert 

Director General 
Principal Civil Administrator 

ENERGY SECTOR 

SEfVELEC ~ ~ a f j o n a l  € / e c ~ c j ~  Company of Senegal) 
Mr. Samuel Sarr Director General 

Sene~a~ese Agency for Rural € l e c ~ ~ c a ~ j o n  
Mr. Aliou Niang Director General 

WATER SECTOR 
Mr. Mouhamed Fade1 Ndaw 
Mr, Frkdkric Renaut 

Coordinator, Long-Term Water Supply Project 
Director General, Senegal Water Agency {SDE) 

NUTRITION ENHANCEMENT PROGWM 
Dr. Biram Ndiaye National Coordinator 
Ms. Khadidiatou Dieng Nutrit ion Advisor 

HIVIAIDS PREVENTION AND CONTROL PROGRAM 

Dr. Tbra Ndoye Executive Director 

SOCIAL DEVELOPMENT FUND AGENCY (AFDS) 
Ms.  Khadiata Lo Ndiaye 
Ms. Ndiaye Cowa Mbaye 

Director General 
Monitoring and Evaluation Unit 

CONSEIL NATIONAL DU PATRONAT DU SENEGAL (CNP, PRIVATE SECTOR GROUP) 
Mr. Papa N d a  Fall 
Mr. Ludovic Nguessan 

President, Economic Cornmission 
Program Officer, Productivity and Competitiveness 
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PRIVATE INVESTMENT PROMOTION PROJECT 
Mr. Mabousso Thiam Manager 

AGETIP 
Mr. Ibrahima Ndiaye Director General 
Mr. I bou  Anas Gaye 

DISTANCE LEARNING CENTER 

Mr. Mor Seck Director 

Director for Development 

PUBLIC SERVICE INFO-SYSTEMS ~ O D E R N ~ T I O N  PROGRAM 
Mr. Mouhamed Tidiane Seck 
Mr. Sada Wane Coordinator 

Director General 

CENTER FOR THE STUDY OF POLICIES FOR DEVELOPMENT (CEPOD) 
Mr. Aliou Faye Director 

'RESEARCH CENTER IN APPLIED ECONOMICS (CREA) 
Dr. Alunadou Aly Mbaye Professor, Faculty of Economics and Management, 

Universiti! Cheikh Anta Diop, Dakar 

ANTI-CORRU~~ON COMMISSION 

Mr. Abdoul Aziz Ba President 
Mr. Moustapha Gueye Permanent Secretary 
Mr. Mamadou Diop Member 
Mr. Cherif Wodj Member 
Mr. Abdoulaye Sakho Member 
Mr. Moustapha Tall Member 

FORUM C ~ ~ N A T ~ O N A L  T~NSPARENCY I ~ E ~ A T I O N A L  SECTION 
Mr. Moufiamed Mbodj General Coordinator 
Mr. Moctar Fal l  
Mr, Amadou Lamine Dial 
Mr. Abdou Sidy Sy 
Mr. M b a r h e  Fal l  

Deputy General Coordinator 
Program Officer 
Executive Committee Member 
In charge of Economic Governance 

CONGAD (NGO UMBRELLA ~ R ~ A N ~ T I O N )  

Mr. Amacadou Diouf Vice-president, CONGAD 
Mr. Malamhe Tamba 
Mr, Khdipha Ababacar Cis& 
Mr. Ibrahima Aliou Sall 

Executive Drector, CONGAD 

Economist, CONGAD 
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Mr. Djibril Niang 
Dr. Dansokho Mamadou 

Mme Aissatou Sall Diallo 
Mr. Seckel Gning 
Mr. Mamou Ngalem 
Mr. Ousmane Kebe 
Mr. Boubacar Seck 

h 3 0 R  UNIONS 

F6d6ration S6n6galaise des Clubs UNESCO 
Research Officer, Faculty of Economics and Management 
Universit6 Check Anta Diop 
Teacher, ( C i d  Society for the Fight Against Poverty) 
National Confederation of Workers of Senegal (CNTS) 
Resource Person, Environment Network, CONGAD 
Rural Development Expert, CONGAD 
Head, Administration and Communication, CONGAD 

Pl~~jonal C o n ~ ~ d e ~ ~ ~ o n  of Workers of Senegal (CPlTS) 
Mr. Mody Guiro 
Mr. Attoumane Diaw 
Mr. Mamadou Faye 
Mr. Abdoulaye Ndiaye 

Ms. MariGme Sakho Dansokho 
Mr. Abdoulaye Diakhate 
Mr. Adama Ndiaye 
Mr. E l  Hadj i  Fall 
Mr. Adama Ndiaye 

Secretary General, CNTS 
Deputy Secretary General, CNTS 
Secretary in charge of Economic Affairs, CNTS 
Secretary in charge of Research, Studies and Statistics, 
CNTS 
In charge of Education and Training, CNTS 
Road Transport Workers Union 
Raod Transport Union Workers Un ion  
Water Sector Workers Union (SUTES/SDE) 
Electricity Sector Workers Union (SYNTES) 

Pla~ona~ U n j ~ n  of Traders and ~ n d ~ s ~ ~ l j s ~  for Senegal's Economic and Fjnancja~ ~ e ~ e ~ o ~ m e n ~  
~ U P l A C O l ~ € ~ S )  
Mr. Mustafa Diop President 
Mr. Ibrahima Lo 
Mr. Mame Bou Diop 

National Secretary General 
Executive Committee 

NATIONAL AGENCY FOR THE RECOVERY OF SOCIAL AND ECONOMIC ACTIVITIES IN CASAWNCE {ANRAC) 
Mr. Pierre-Marie Bass6ne Director General 

CENTRAL BANK OF WEST AFRICAN STATES (BCEAO) 
Mr. Seyni Ndiaye 
Mr. Bolo Sanou 
Mr. Samuel Meango 
Mr. Mama Diakhoumpa 
Mr. Badiel Armand 
Mr. E l  Hadj Mamadou Seck 
Mr. Papa Lamine Diop 
Ms. Diallo Barry 
Mr. Emmanuel Nana 
Mr. TiendreBreogo Yams&& 
Mr. Birame Sene 
Mr. Pierre Ndiaye 

National Director 
Director, International Relations 
Deputy Director, International Relations 
Deputy Director, Credit Department 
Deputy Director, Department of Studies 
Head, Department of Studies, National Agency 
Division Chief, International Relations 
Payments Systems Department 
Credit Department 
Department of Studies 
National Agency 
National Agency 
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AFRICAN DEVELOPMENT BANK (AFD~) 
Mr. Gilbert Galibaka Marco-Economist 

AGENCE FRANCAISE DE DNELOPPEMENT (AFD) 
Mr. Supera Directeur, AFD/Dakar 
Ms. h e  Marie Cabrit 
Mr. Jean-Claude Galandrin AFDlParis 
Mr. Frkdkric Lefebvre-Nark 
Ms. Delphine Eviere Evalua 

Head of Evaluation Unit, Strategy Department, AFD/Paris 

Associate Director, Evalua 

GTZ 
Dr. Harald Tschakert Regional Director 

IMF 
Dr. Lelde scfimitz Division Chief 
Mr. El Hadj Saidou Ba 
Mr. Christian Jorz Senior Economist 
Mr. Stephane Rodet Economist 
Mr. fohannes Mueller 

Assistant Economist 

Advisor to the Director, African Department 

JAPANESE INTERNATIONAL COOPERATION AGENCY (JICA) 
Mr. Kiyofumi Konishi Resident Representative 
Mr. Kyato Ryuichi Bureau Chief 

EMBASSY OF THE NETHERLANDS 
Mr. Jaap JanSpeelman Head of Cooperation 

UNDP 
Mr. Albkric Kacou Resident Representative 
Mr. Luc Gregoire Principal Economist 
Mr. Mamadou Mbaskk In charge of National Program for Good Governance 

UNICEF 
Mr. Ian Hopwood Resident Representative 

UNIFEM 
Ms. Seynabou Gueye Tall Program Officer 

76 



ANNEX C 
LIST OF PERSONS AND O R G ~ ~ T I O N S  MET 

USAID 
Mr. Olivier C. Cardunner Director 
Mr. Bradley Barker 
NIS. Jennifer A d a m  
Mr. Matar Camara 
Dr. Elisabeth Benga-De 
Mr. Pape Sow 

Technical Advisor, Health Population & Nutrition 
Chief, Health Bureau 
Child Survival Specialist, USAID 
Reproductive Health Specialist, Heal th  Office 
Chief, Education Bureau 

WORLD HEALTH ~ R ~ A N ~ T ~ ~ N  (WHO) 
Dr. Yankalbe Resident Representative 
Dr. Farba Lamine Sall Advisor, Health Economics 

WORLD BANK 

Mr. Madani M. Tall 
Mr. Iradj Aliwlani 
Mr. Jean-Louis Sarbib 
Mr. John McIntire 
Mr. Cadman Atta Mi l l s  
Mr. Christian D iou  
Ms. A w a  Seck 
Mr. Matar Fall 
Mr. Ndiame Diop 
Ms. Martha Jarosewich-Holder 
Mr. Ousmane Dione 

Mr. El-Hadj Adama Tour6 
Mr. Ibou Diouf 
Mr. Julien Bandiaky 
Mr. Gerddo Martins 
Ms. Julia Van  Domelen 
Mr, Marc Jean Yves Lixi 
Mr. Demba Balde 
Ms. Meskerern Mulatu 
Mr. Michel Perrault 
Mr. Serge Theunynck 
Ms. Franqoise Perrot 
Mr. Quentin Wodon 
Ms. Nancy Benjamin 
Mr. Jacques Morisset 
Mr. Jan Walliser 
Mr. Eric Andre de Roodenbeke 

Country Director 
Country Program Coordinator, AFCSN 
Senior Vice-president and Head of Network, HDNVP 
Sector Director, AFTSD 
Sector Manager, AFTP3 
Senior Municipal Engineer, Resident Mission 
Economist, Resident Mission 
Senior Sanitary Engineer, Resident Mission 
Economist, P W R  
ET Consultant, AFTU2 
Senior Water Resources Management Specialist, 
Resident h h s i o n  
Senior Agricultural Economist, Resident Mission 
Transport Specialist, Resident Mission 
Economist, Resident Mission 
Senior Education Specialist, Resident Mission 
Lead Social Protection Specialist, Resident Mission 
Operations Officer, AFTKL 
Social Development Specialist, Resident Mission 
TTL, Education Project Team, A F m  
Consultant, Education Project Team, AFTH2 
TTL, Social Development Fund Project, AFTH2 
Operations Officer, AFCSN 
Lead Poverty Specialist, AFTPM 
Senior Country Economist, AFTM 
Lead Economist, APTP4 
Senior Economist, OPCCE 
Senior Health Specialist, A F T W  
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Annex D: Management Action Record 

Provide s u p p ~ ~ o r  rural ~ e ~ o p ~ e n t  and rural- 
urban l i n ~ g e s .  This includes more emphasis 
than in the past on  increasing mal access to in- 
frastructure, particularly roads and electricity, 
and on  addressing inefficiencies and inequities 
in rural access to  education and health services. 
In addition, it also implies support for agricul- 
tural exports through promoting economic in- 
tegration within the WAEMU and ECOWAS 
and improving the environment for private in- 
vestments. 

e Continue to s ~ e n ~ t ~ n  cqan’ty and g ~ ~ a n ~  at 
~ u l t i ~ l e  levels. In addition to providing support 
to the government at the central level for ex- 
penditure management and accountability, in- 
creased support is needed at the local level, to 

The r e ~ o ~ ~ e n d a t i o n  isfully in line wifh the 
Bank’s strategy in the period under r m h ,  notably 
the FYO3-05 CAS. The a p ~ o a c h  suggested by 
OED is already being i ~ p l e ~ e n t e d .  S~ec i~ca l l y ,  
support is ~ ~ i d e d ~ ~  rural ~ e l ~ ~ e ~ f  and TU- 
ra~-urban l i n ~ g e s  (PNIR, PPEA, PAC, AFDS, 
PSAOP, etc). A number of Bank projects have 
had an impact on  the poor in rural areas, and 
major accomplishments have been achieved 
under these operations, namely on  household 
incomes, children’s health, and access to  es- 
sential services. The Bank has been a leader in 
improving capacity of local institutions under 
the AFDS, the PNIR artd PAC programs, both 
at the local Government and local community 
levels. During the period under review, em- 
phasis was placed on  increasing rural access to 
infrastructure. For example, two OBA 
schemes supported by ongoing operations (the 
PIPP project in 2003, and the Rural Electricity 
project in 2004, which were prepared during 
the period under review) aim to improve rura l  
access to energy and telecommunications. 

 upp port^^ a ~ ’ ~ l ~ r a 1  exports was promoted 
under PPEA. Some aspects of this project were 
rated €25 in the ICR. I t  should be noted that 
the markets for Senegal’s rural exports are as 
much within the WAEMU, as outside the 
WAEMU. Senegal and the WAEMU are al- 
ready closely integrated. Bank support o n  
trade issues was provided through prepara- 
tion of an Integrated Framework which ana- 
lyzed the contribution of trade integration to 
growth, and through a trade policy adjust- 
ment credit and the PIPI?. During the period 
under reviewl the Bank also worked closely 
with the Government o n  improving the envi- 
ronment for export-oriented private invest- 
ment and tourism. 

Concur that support is needed at the local level to 
s ~ ~ g t ~ n  i n s ~ ~ t i o n s  and deliver local services. 
As noted i n  point I, Bank ~ o ~ a ~  has  put heavy 
e ~ p h a s i s  on these areas during the period under 
review and will continue to do so. The LocaI De- 
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IEG ~ e ~ o ~ ~ e ~ d ~ ~ o ~ s  R e ~ ~ j ~ n g  a Response 
strengthen capacity of local governments and 
local institutions to  manage investments and to 
deliver local services. 

Enhance donw c ~ ~ ~ ~ ~ ~ ~ o n .  The APLs and sector 
wide approaches may provide good platforms 
for Bank and other donors to  continue to work 
together, but beyond this, the Bank should ex- 
plore the scope for enhancing multi-donor buy- 
in o n  programmatic lending, as has been done 
in other countries with some success {for exam- 
ple, in Uganda). This would involve reaching 
explicit agreement among participating donors 
on  the scope, approach, and specific th ing of 
reforms supported under Bank lending and, to 
the extent that the donor community was 
speaking with a coherent voice, could lead to 
better progress on these reforms. 

~ a n a g e ~ e n ~  Response 
velopment project (CDD, which builds upon 
two operations being successfully completed) 
ment ly  under preparation will provide sup- 
port to a national program aimed at main- 
streaming decentralization, strengthening ca- 
pacity building for al l  actors involved in local 
development, and providing access to quality 
basic social and economic services to  rura l  ar- 
eas. The 3 d s  strategic choice has been to in- 
tegrate capacity building initiatives within a l l  
programs in rural areas, as opposed to fund- 
ing a more visible but probably less effective 
stand-alone capacity building operation. 

Experience in Senegal shows that the move to 
SWAPS has helped-improve donor coordina- 
tion in health and education (as we l l  as other 
sectors covered by either SWAPS or APh) .  

Donor coordination is receiving full attention 
in the rest of the program, including AAA and 
lending. In transport, major donors have co- 
financed both projects (PSTl&2). In rura l  de- 
velopment, the Local Development project 
under preparation is developing a SWAP 
framework to  harmonize donor assistance. A 
similar case of eifective donor coordination 
can be made in E D  where f i e  investment 
climate assessment was co-funded by U S D  
and France. 

On programmatic lending, the Bank has 
worked very closely with the PRSP Secretariat 
and all  development partners to  ensure multi- 
donor buy-in and coordination of assistance 
through budget support. The scope of the 
PRSC was defined following close consulta- 
tion with donors. Five working groups were 
created to cover areas of emphasis under 
PRSC-II to ensure donor collaboration o n  is- 
sues such as decentralization and vulnerable 
groups. Donors opted to select a few priority 
sectors for each of their planned budgetary 
operations, so as to avoid duplication. A clost 
collaboration has also emerged in the defini- 
t ion of monitoring indicators used to  evaluate 
the overall P E P  implementation. The Private 
Sector Adjustment Credit is another example 
of successful donor collaboration. Its program 
was the basis of a parallel DPL by ADB with 
harmonized conditionalities. 
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Annex E: Guide to IEG=WB’s Country 
Assistance Evaluation Methodology 
1. 
evaluation (CAE) methodology.’ 

This methodological note describes the key elements of  IEG‘s country assistance 

CAEs rate tbe outcomes of Bank assistance prog~ms, not the Clients’ overall development 
progress 

2. A Bank assistance program needs to  be assessed o n  how we l l  i t  met  its particular ob- 
jectives, which are typically a subset of the Client‘s development objectives. I f  a Bank assis- 
tance program is  large in relation to the Client‘s total development effort, the program out- 
come wiLl be similar to the Client’s overall development progress. However, most Bank 
assistance programs provide only a fraction of  the total resources devoted to a Client‘s de- 
velopment by donors, stakeholders, and the government itself. In CAEs, IEG rates only the 
outcome of the Bank’s program, n o t  the Client‘s overall development outcome, although the 
latter i s  clearly relevant for judging the program’s outcome. 

3. 
diverge sigruficantly f rom the Client’s overall development progress. CAEs have identified 
Bank assistance programs which had 

The experience gained in CAEs c o r n  that Bank program outcomes sometimes 

e 
e 

e 

satisfactory outcomes matched by good Client development; 
unsatisfactory outcomes in Clients which achieved good overall development re- 
sults, notwithstanding the weak Bank program; and, 
satisfactory outcomes in Clients which did n o t  achieve satisfactory overall results 
during the period of  program implementation. 

Assessmenfs of assistance program outcome and Bank p e ~ o ~ a ~ ~ e  are nof fbe same 
4. 
ways mean that Bank performance was also unsatisfactory, and viceversa. This becomes 
clearer once w e  consider that the Bank’s contribution to the outcome of i ts  assistance pro- 
gram is  only part of the story. The assistance program’s outcome is determined by the joint 
impact of  four agents: (a) the Client; (b) the Bank; (c) partners and other stakeholders; and 
(d) exogenous forces (e-g., events of nature, international economic shocks, etc.). Under the 
right circumstances, a negative contribution from any one agent might overwhelm the posi- 
tive contributions from the other three, and lead to an unsatisfactory outcome. 

By the same token, an unsatisfactory Bank assistance program outcome does n o t  al- 

1. In this note, ~ s ~ ~ t u ~ c e p r ~ ~ u ~  refers to products and services generated in support o f  the economic devel- 
opment of  a Client country over a specified period o f  time, and client refers to the country that receives the 
benefits of  that program. 
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5. 
Bank directly controlled. Judgments regarding Bank performance typically consider the 
relevance and implementation of the strategy, the design and supervision of the Bank’s 
lending interventions, the scope, quality and follow-up of diagnostic work  and other AAA 
activities, the consistency of the Bank‘s lending with its non-lending work  and with i ts safe- 
guard policies, and the Bank’s partnership activities. 

~ a ~ ~ g  Assistance Program ~ ~ t ~ o m e  
5. 
gauges the extent t o  which major strategic objectives were relevant and achieved, without 
any shortcomings. In other words, did the Bank do the right thing, and did it do it right. 
Programs typically express their goals in t e r n  of higher-order objectives, such as poverty 
reduction. The country assistance strategy (CAS) may also establish intermediate goals, such 
as improved targeting of social services or promotion of integrated rural development, and 
spec@ how they are expected to contribute toward achieving the higher-order objective. 
I E G s  task i s  then to  validate whether the intermediate objectives were the right ones and 
whether they produced satisfactory net benefits, and whether the results chain specified in 
the CAS was valid. Where causal linkages were n o t  fully specified in the CAS, it is the 
evaluator‘s task to reconstruct this causal chain from the available evidence, and assess rele- 
vance, efficacy, and outcome with reference to the intermediate and higher-order objectives. 

IEG measures Bank performance primarily o n  the basis of contributory actions the 

In rating the outcome (expected development impact) of an assistance program, IEG 

7. 
relevance of the Bank’s strategy towards meeting the objective, including the balance be- 
tween lending and non-lending instruments, the efficacy with which the strategy was im- 
plemented and the results achieved. This is done in two steps. The first i s  a top-down re- 
v iew of whether the Bank’s program achieved a particular Bank objective or planned 
outcome and h a d  a substantive impact on the country’s development. The second step i s  a 
bottom-up review of the Bank’s products and services (lending, analytical and advisory ser- 
vices, and aid coordination) used to achieve the objective. Together these two steps test the 
consistency of  €indings from the products and services and the development impact dimen- 
sions. Subsequently, an assessment is made of  the relative contribution to  the results 
achieved by the Bank, other donors, the Government and exogenous factors. 

For each of the main objectives, the CAE evaluates the relevance of  the objective, the 

8. 
priorities, such as the Mi l lennium Development Goals, and Bank corporate advocacy priori- 
ties, such as safeguards. Ideally, any differences on dealing with these issues would be 
identified and resolved by the CAS, enabling the evaluator to focus on whether the trade- 
offs adopted were appropriate. However, in other instances, the strategy may be found to 
have glossed over certain conflicts, or avoided addressing key Client development con- 
straints. In either case, the consequences could include a diminution of program relevance, 
a loss of Client ownership, and/or unwelcome side-effects, such as safeguard violations, all 
of which must be taken into account in judging program outcome. 

Evaluators also assess the degree of  Client ownership of international development 
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Ratings Scak 
9. 
highly unsatisfactory: 

IEG utilizes six rating categories for outcome, ranging from highly satisfactory to 

The assistance program achieved a t  least acceptable 
progress toward all major relevant objectives, & had 
best practice development impact on one or more of 
them. No major shortcomings were identified. 

The assistance program achieved acceptable progress 
toward al l  major relevant objectives. No best practice 
achievements or major shortcomings were identified. 

The assistance program achieved acceptable progress 
toward most of i ts major relevant objectives. No major 
shortcomings were identified. 

The assistance program did not make acceptable pro- 
gress toward most of i t s  major relevant objectives, or 
made acceptable progress on  a l l  of them, but either (a) 
did not take into adequate account a key development 
constraint or (b) produced a major shortcoming, such 
as a safeguard violation. 

The assistance program did not make acceptable pro- 
gress toward most of its major relevant objectives, and 
either (a) did not take into adequate account a key de- 
velopment constraint or (b) produced a major short- 
coming such as a safeguard violation. 

The assistance program did not  make acceptable pro- 
gress toward any of its major relevant objectives and 
did not take into adequate account a key development 
constraint, while also producing at least one major 
shortcoming, such as a safeguard violation. 

10. 
or ~ g ~ i ~ ~ ~ .  ID1 measures the extent to  which the program bolstered the Client's ability to 
&e more efficient, equitable and sustainable use of its human, financialr and natural re- 
sources. Examples of areas included in judging the institutional development impact of  the 
program are: 

The institutional development impact  (IDI) can be rated as: high, s ~ ~ s ~ ~ ~ ~ ,  modest, 

e 
e 
e 
e 

e 

e 
e 

e 
e 

the soundness of economic management; 
the structure of  the public sector, and, in particular, the c iv i l  service; 
the instit~~tional soundness of the financial sector; 
the soundness of legal, regulatory, and judicial systems; 
the extent of monitoring and evaluation systems; 
the effectiveness of a id  coordination; 
the degree of financial accountability; 
the extent of  building NGO capacity; and, 
the level of  social and environmental capital. 
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11. Sustainability can be rated as ~ i g ~ l ~  likely, likely, unlikely, highly unlikely, or, if avail- 
able information i s  insufficient, ~ 0 ~ ~ ~ 1 ~ ~ ~ .  Sustainability measures the resilience to r isk 
of the development benefits of the country assistance program over time, taking into ac- 
count eight factors: 

e 

technical resilience; 
financial resilience (including policies o n  cost recovery); 
economic resilience; 
social support (including conditions subject to  safeguard policies); 
environmental resilience; 
ownership by governments and other key stakeholders; 
institutional support (including a supportive legal/regulatory framework, and or- 
ganizational and management effectiveness); and, 
resilience to exogenous effects, such as international economic shocks or changes in 
the political and security environments. 
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Attachment 2. Comments from the Government 
(Non-official English Translation) 

Dakar, February 06,2006 

To: 
The Division Chief, 
Country Evaluations & Regional Relations, 
Independent Evaluation Group 
World Bank 

Subiect: Senegal Country Assistance Evaluation 

Reference: Your letter dated, December 6,2005 

Mr. Division Chief, 

I acknowledge receipt o f  the document referenced above on the evaluation o f  
Bank assistance to Senegal. 

I have certain observations to make on the review o f  the aforementioned docu- 
ment: 

- In the last paragraph o f  page 27, the sentence can cause confusion as the 
document mentions that “the Ministry o f  Energy and Mines (MEM) did not 
agree that at feast 5 1% o f  SENELEC’s share capital should be offered for to 
sale a strategic partner, while the Bank and the Government expected that the 
partner would not only pay.. .”, yet the MEM represents the Government and 
i s  therefore the State; 

- On page 29 o f  the report, the second sentence of the f irst paragraph i s  not 
clear. As regards road construction, the delay is  due more to a technique prob- 
lem rather than to cost underestimates; 

- On page 30, paragraph 3.34 (French version), replace the expressions “le 
transfert de la  SONACOS A un opkrateur privt ( transfer o f  SONACOS to a 
private firm) )> by “la privatisation de l a  SONACOS (privatization o f  
SONACOS)>>, <daxe A la  consommation (consumption tax))) by ?axe conjonc- 
turelle d’importation (TCI) (temporary tax on imports)” and “surtaxation sur 
l’huile vtgttale (surcharge on vegetable oil) >) by “taxe sptcifique sur l’huile 
vtghtale (specific tax on vegetable oil)). 
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- On page 35, first paragraph, the rate o f  30% representing the share o f  higher 
education in the education budget has to be re-examined, and the period and 
the source should be specified as well. 

- On page 37, paragraph 3.45; it i s  true that the integration between the two pro- 
jects has been insufficient but one cannot say that the project was designed in 
isolation from the Integrated Health Sector Development Program (PDIS). 
However, there were weaknesses (i) at the level o f  coordination between the 
two projects, and (ii) in the implementation o f  institutional reforms that were 
to accompany the two projects. 

We also have some recommendations to make on the World Bank’s assistance in 
Senegal: 

- The World Bank should help Senegal implement i t s  microfmance develop- 
ment policy, especially the institutional and regulatory framework, through a 
comprehensive national program, given that microfinance i s  a key instrument 
in the fight against poverty. In the health sector, the Bank could assist in the 
fight against malaria, which has the highest mortality rate o f  al l  diseases in 
Senegal; 

- Moreover, Bank assistance could encompass the agricultural sector through 
support for the development o f  insurance mechanisms that could help mitigate 
the impact o f  terms o f  trade shocks and natural. calamities on fhrmers’ in- 
comes; 

- In the future, Bank lending should focus much more on rural areas with a 
view to helping attenuate problems o f  population concentration in urban areas. 

Please accept, I&. Division Chief, the expression o f  my highest consideration. 

Abdoulaye DIOP 
Minister o f  State 

Minister o f  Economy and Finance 
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Attachment 3: Chairman’s Summary 
1. 
ness (CODE) m e t  o n  February 27,2006 to discuss the report entitled Senegal: Country As- 
sistance € ~ a ~ u a ~ o n ,  prepared by the Independent Evaluation Group (IEG). 

2. 
during the period of 194-2004. Overall, IEG has rated the development outcome for the 
Bank’s program objectives in Senegal as moderately satisfactory. The report noted that 
since 1994 Senegal initiated reforms which led  to higher growth rates and poverty re- 
duction, albeit mainly in urban areas. The Bank’s program was relevant to the countrfs 
development and effective in supporting government efforts to improve the water sup- 
ply system, increase primary school enrollment including girls’ participation, and pro- 
mote municipal development; but less effective in improving access of the rural poor to 
basic social and infrastructure services and in increasing their incomes. According to the 
IEC report, the main lesson emerging form the evaluation is  that support for infrastruc- 
ture development alone i s  n o t  sufficient to promote growth and reduce poverty. Ade- 
quate attention also needs to be paid to linkages between rural and urban areas. Looking 
forward, the CAE recommended that the Bank program in Senegal focus on: 
(i) rural  development and urban-rural linkages, including more emphasis than in the 
past o n  rural access to infrastructure and addressing inefficiencies in rural access to 
health and education; (ii) support for agriculture exports through promoting regional 
economic integration and improving the business environment; (iii) strengthening ca- 
pacity and governance at  mult iple levels; and (iv) enhancing donor coordination, possi- 
bly through enhancing multi-donor buy-in o n  programmatic lending. 

3. Management welcomed the key messages coming out of the CAE and concurred 
with most of  its conclusions and recommendations which, it argued, were in h e  with 
the Bank’s strategy in the period under review and were already being implemented. 
Management also noted that there has been adequate focus o n  the rural sector in the last 
CAS and disagreed with some aspects of the report’s assessment of the Bank’s role in 
failed privatization attempts in the electricity sector and slow progress in liberalizing the 
groundnut sector. Senegalese authorities provided comments on the assessment, where 
they generally agreed with its findings and recommended additional focus on microfi- 
nmce, the fight against malaria and rural development, including agriculture insurance. 

4. Main  Conclusions and Next  Steps. The Subcommittee welcomed the CAE and 
broadly agreed with its findings and recommendations. Members stressed that lessons 
coming out of the IEG assessment need to be reflected in the upcoming country assis- 
tance strategy. Among the ma in  issues raised by the members were: (i) the need to 
strengthen the link between rural and urban development and focus more on poverty 
reduction among rural population; (ii) better balanced presentation of other donors‘ con- 
tributions to growth and stability; (iii) importance of staying engaged and maintaining 
dialogue at  times of  political changes; (iv) additional efforts at improving donor coordi- 

The Informal Subcommittee (SC) of the Committee on Development Effective- 

]Background. The Senegal CAE reviewed the Bank’s assistance to the country 

89 



nat ion and harmonization. Management agreed with most of  the IEG recommendations 
and welcomed the feedback from the Subcommittee, and will take it into account whi le 
preparing the upcoming joint I D ~ / ~ C / M I G ~  country assistance strategy. 

The following points were raised: 

5. Rural-urban l inks.  Members stressed the importance of addressing urban bias 
in the Bank’s activities and the need for more emphasis on poverty reduction in rural ar- 
eas, where the majority of the poor live. Several members asked whether there was any 
disconnect between the Bank’s CAS and the country’s PEP, since the latter had empha- 
sized the priority of agriculture and rural development. Management noted that looking 
at country circumstances and emerging needs, it felt that the mix of rural-urban invest- 
ment was correct, especially taking into account the dominance of urban areas in terms 
of their share in the country’s economic activity and impact on the well-being of rural 
population (e.g. importance of urban infrastructure financing for access to urban mar- 
kets from rural areas). Members agreed with the importance of urban development and 
infrastructure as a driving force for growth, but stressed that more needs to b e  done, in- 
cluding analytical work, to establish better l inks to rural development. Management 
noted that the next country assistance strategy will be more informative on this aspect. 

6. Sustainability. Some members were interested in the B&s strategy to assist 
Senegal in maintaining sustainable growth rates necessary for reaching the MDGs. Man- 
agement noted that the new P E P  anticipates growth levels necessary for achieving the 
MDGs and will be supported by the Bank and the donor community (including the Mil- 
lennium Challenge Corporation). IEG added that sustainability depends on the project 
design complexity, institutional arrangements for implementation (e.g. PIIJs) and gov- 
ernment commitment: all issues no t  necessarily specific to Senegal. Management replied 
that it i s  trying to simpllfy project design and encourage mainstreaming PIUs, but also 
noted the need to be flexible, taking into account country circumstances and existing ca- 
pacity. 

7. Dialogue. Several members noted the decline in quality of dialogue with the cli- 
ents fol lowing political changes in the country and expressed interest in h o w  the Bank 
incorporates the understanding of the country’s political economy and the impact of po- 
litical cycles in its longer-term strategy. A member underlined the hpor tance  of syn- 
chronizing the approash to and pace of refonns with the government for better out- 
comes. 

8. 
nificant share (about sixty per cent of economic activity) of  the informal sector and the 
counbfs low standing in a number of PSD and governance-related r&gs (Transpar- 
ency International Corruption Perception Index, Doing Business report, etc.), the ”mod- 
erately satisfactory” assessment for the outcome of private sector development might be 
too generous. H e  added that the Bank and F C  could have done more to assist the gov- 
ernment in improving the conditions for private business. IEG concurred that little pro- 
gress has been achieved on governance and business climate, but also added that the rat- 
ing o n  private sector development, in addit ion to business climate, includes other factors 
such as the outcomes on trade, privatization and financial sector-many of which were 
quite positive in Senegal. Among factors impeding development of the private sector 
and investment, several members mentioned lack of access to i kance  for SMEs and in- 

Private sector development and governance. A member felt that given the sig- 
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dividuals and urged the Bank and IFC to accelerate efforts in developing appropriate fi- 
nancial products and institutions to address these issues. 

9. 
assessment for informing the next country assistance strategy and strengthening the 
Bank’s strategy for i m p l e m e n k g  the Africa Act ion Plan. A speaker noted that this CAE 
could have been used as an opportunity to go deeper into discussion of the Bank’s abil- 
ity to  quickly adjust and respond to political changes, which was an issue in Senegal, 
negatively affecting the country’s CPIA, portfolio, volumes of lending, etc. IEG repl ied 
that the issue of the Bank’s response in turnaround situations had been raised in the 
CAE Retrospective, where it was noted that, unl ike Senegal case, the Bank h a d  been 
overly active whenever there was political change, often providing additional financing 
with l i t t le t ime to do the necessary analysis. IEG also added that drawing common les- 
sons i s  difficult, since every country situation tends to be  very different. 

10. 
regarding the need to  improve donor coordination and urged the Bank to take the lead 
in this direction, including building requisite government capacity. Some members felt 
that the report wou ld  have benefited from’including more detailed information on other 
donors’ activities. IEG replied that it h a d  made extensive efforts to engage other donors, 
especially the EU, while preparing the report. Some speakers noted the infrequency of 
the consultative group process and asked what  can be done in this regard. Management 
noted that coordination processes are in place and produce concrete results in Senegal 
(e.g. single unif ied comments on PEP, basket funding for public financial management 
reforms, etc.). Some speakers felt that the report could have been more balanced in pre- 
senting the Bank’s contribution to  growth and macroeconomic stability, as w e l l  as cer- 
tain sectoral achievements (e-g. telecom privatization, HIV-AIDS) -including proper ac- 
knowledgment of the role and input of other donors. IEG responded that the report  
notes that the Bank did n o t  play a major role in the first round of  reforms (including, in 
particular, telecom privatization) and that it does agree with the important role played 
by other donors, especially MF.  

11. Risks. Some members noted the important role of IFC in developing the coun- 
try’s exporting capacities and stressed that IFC needs to stay engaged in sectors that en- 
tail higher risks, but also have the potential of higher developmental impact (e.g. SMEs), 
and not limit itself to larger projects and TA. IEG-IFC noted that IFC is not avoiding 
risks, but rather tries to reduce them through its arsenal of projects, TA and corporate 
governance advice. 

12. 
informed of  the management’s concerns to  move forward with certain operations (e.g. 
energy privatization and communication about adjustment loan tranche release), in or- 
der to allow for proper discharge of  its fiduciary responsibilities. IEG concurred that, in 
its view, some legitimate risks were not communicated in the tranche release memo to 
the Board at that time. 

Lessons. Members stressed the importance of lessons learned through the IEG 

Aid coordination and attribution. Members supported the report’s observation 

Communication with Board. A member noted that the Board needs to be better 

Pietro Veglio, Chairman 
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